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ACTIVITIES OF THE SENATE COMMITTEE ON GOVERN- 
MENT OPERATIONS IN THE 84TH CONGRESS 


JANUARY 9 (Legislative day JANUARY 3, 1957). —Ordered to be printed 


Mr. McCrie.tian, from the Committee on Government Operations, 
submitted the following 


REPORT 


This report reviews the legislative and general activities of the 
Committee on Government Oper ations during the 84th Congress. 
These activities continued the broad scope of responsibilities vested in 
the committee by the Legislative Reorganization Act of 1946, as out- 
lined in previous reports covering the 80th and succeeding Congresses. 

On March 3, 1952, the Senate ‘voted to change the title of the Com- 
mittee on Expenditures in the Executive Depar tments to the Commit- 
tee on Government Operations, in order to avoid confusion as to its 
functions and to reflect more clearly its major areas of jurisdiction 
(S. Res, 280, 82d Cong.). The House of Representatives approved a 
similar resolution on July 3, 1952 (H. Res. 647, 82d Cong.). 

The functions of the committee, under the Legislative Reorganiza- 
tion Act, require consideration of legislation and other matters dealin 
with budgeting and accounting, other than appropriations, and with 

reor ganizations in the executive branch of the Government, an area to 
which the committee has devoted a considerable amount of its time 
during the last four Congresses, in connection with legislation pro- 
posed by the first and second Hoover Commissions. 

The committee is further authorized and directed to study audit and 
special reports to the Congress by the Comptroller General of the 
United States (General Accounting Office), and to submit to the 
Senate such recommendations as it may deem advisable; to study the 
operations of Government activities at all levels with a view to deter- 
mining its economy and efficiency; to evaluate the effects of laws en- 
acted to reorganize the legislative as well as the executive branch of the 
Government; and to study intergovernmental relationships between 
the United States and the States and munic ipalities, and between the 
United States and international organizations of which the United 
States is a member. 


COMMITTEE HEARINGS, REPORTS, AND LEGISLATIVE ACTION 


During the 84th Congress, 162 Senate and House bills and resolu- 
tions were referred to the Committee on Government Operations 


1 
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for consideration. Of these, 33 were committee proposals sponsored 
by the chairman or other members of the committee, 23 of which were 
introduced at the request of Government officials as administration 
measures; of this latter number, 18 were enacted into law. Two reor- 
ganization plans and two nominations, submitted to the Congress by 
the President, were also referred to the committee. 

Of the 162 bills and resolutions considered by the committee, 
47 were enacted into law, 18 of which related to reorganizations in 
the Federal Government. Twenty-two other legislative proposals 
were reported favorably, of which 7 were approved by the Senate but 
failed of passage in the House (including 4 reorganization bills) ; 
and 8 were Senate resolutions, all of which were “approved by the 
Senate. Five companion House bills and joint resolutions were sub- 
stituted and passed by the Senate in lieu of the Senate bills and joint 
resolutions reported by the committee ; one Senate bill reported favor- 
ably was not acted upon by the Senate before adjournment, and one 
was referred back to the committee. One of the eight Senate resolu- 
tions reported favorably by the committee and agreed to in the Senate 
was a citation for contempt, and four provided funds for special 
activities, to accord with recommendations of the Senate Permanent 
Subcommittee on Investigations. 

The total of 162 bills and resolutions acted upon by the committee 
compares with 80 bilis and resolutions considered by the committee 
during the 83d Congress, 86 in the 82d Congress, 122 in the 81st Con- 
gress (18 of which were Hoor er Commission b ills), and 46 in the 80th 
Congress. 

The committee, or its Subcommittee on Reorganization, held hear- 
ings on 34 of the calendar bills and joint resolutions, 1 reorganiza- 
tion plan and upon both nominations submitted to it. The subcom- 
mittee considered 53 proposals referred to it by the fuli committee, and 
acted upon 36 of them, including Senate Resolution 291, disapproving 
Reorganization Plan No. 2 of 1956, and bills effecting recommen- 
dations of the Commission on Organization of the Executive Branch 
of the Government. These provided for reorganizations of the Fed- 
eral Government, the most important of which dealt with budgeting 
and accounting, disposition of surplus Federal property, rec ords man- 
agement, and Federal warehous sing and transportation. 

The committee filed 90 reports in the Senate during the 84th 
Congress, of which 68 accompanied legislative proposals approved 
by the committee (5 resolutions were submitted without written re- 
ports), and 22 covered special committee activities relating to the 
organization of Federal executive departments and agencies, audit and 
other reports of the General Accounting Office, fees for special Gov- 
ernment services, and various other operations of the Government, 
which are outlined under the section of this report entitled “Special 
activities and reports” including 14 reports of subcommittees. The 
total of 90 reports compares with 56 reports filed by the committee in 
the 83d Congress, 54 in the 82d Congress, and 92 in the Sist Congress. 

A detailed analysis of the reports and other activities of the Sub- 
committee on Reorganization is covered elsewhere in this report. The 
annual report of the Senate Permanent Subcommittee on Investiga- 
tions, which will be submitted to the Senate in a separate report, will 
include details regarding its activities. 
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The committee held 17 executive sessions in connection with the 
processing of the legislative proposals submitted to it (including 
3 meetings of conferees), and in transacting other committee busi- 
ness. Executive actions involved consideration of 120 bills and 
resolutions and the approval of 90 committee reports; the confirmation 
of the nominations of Joseph Campbell to be Coiapttolier General of 
the United States (see p. 66, S. Rept. No. 4, 84th Cong.), and of Frank- 
lin G. Floete to be Administrator of General Services, both of whom 
were confirmed by the Senate; and approval of programs to carry out 
other functions required by the Legislative Reorganization Act of 1946 
and the rules of the Senate. 

All of the 162 bills and resolutions referred to the committee were 
studied by the staff, and staff memorandums were prepared on most 
of the bills for the information of committee members and sponsors of 
the bills. The 42 bills on which the committee failed to act were con- 
sidered and passed over in executive sessions due to factors indicating 
that other proposals had covered the objectives of these bills, that de- 
velopments after introduction made action unnecessary, or that fur- 
ther studies and additional information were necessary before the 
committee could recommend favorable action on the proposed legisla- 
tion tothe Senate. Two bills were rereferred to other Senate commit- 
tees which had indicated an interest in the proposals, and which had 
primary jurisdiction. No recommendations were made by the Subcom- 
mittee on Reorganization upon 25 of the 53 bills which were referred to 
it, because the objectives of such bills were either implemented through 
administrative or other actions, making the legislation unnecessary, or 
because the executive agencies affected either were opposed or unable to 
determine their positions on controversial reorganizations in sufficient 
time for committee and subsequent legislation action. (See p. 71.) 

The activities of the committee summarized herein do not include 
numerous consultations by the chairman and other Members of the 
Senate and of the committee and its subcommittees with members of 
the staff and with officials of the Government and other groups 
interested in bills or other matters pending before the committee, or 
in developing facts and information relative to technical aspects of 
some of the more important of these proposals, studies, or pending 
investigations. 

In addition to specific legislative proposals the committee also con- 
sidered 15 of the reports and supporting task force studies of the 
Commission on Organization of the Executive Branch of the Govern- 
ment, the report and 15 supporting study committee and staff reports 
of the Commission on Intergovernmental Relations, and two reports 
of the Interdepartmental Committee for the Study of Jurisdiction 
over Federal Areas Within the States, all of which were referred to it. 
Details of actions taken by the committee toward implementation of 
the recommendations of these Commissions are set forth under sections 
of this report entitled “Reorganization of the Executive Branch of 
the Government,” and “Activities of the Subcommittee on Reorganiza- 
tion,” “Intergovernmental Relations,” respectively. 

The policy of this committee and of various other Senate com- 
mittees, as well as of individual Members of the Senate, has been to 
refer to the Senate Permanent Subcommittee on Investigations com- 
plaints or reports of irregularities in the executive branch of the 
Government which may call for extensive investigations, and which 
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often involve matters coming within the jurisdiction of more than 
one committee. This pr actice assures full utilization of the staff of 
investigators and legal and specialized personnel which are retained 
by the subcommittee on a full-time and continuing basis, and tends 
to eliminate the need for the temporary and duplic ating staffs for- 
merly retained by other committees, as ‘illustrated by a study of the 
srocurement policies of the Department of Defense, set forth in S. 
Rept. 1572, pp. 20-22. The subcommittee will submit a separate report 
to the Senate on its activities during the 84th Congress. (The annual 
report of the subcommittee, covering the first session of the 84th 
Congress, was filed on April 25,1955, S. - Rept. 231. ) 

A summary of major iapicdative satel considered and acted upon 
by the committee during the 84th Congress is set forth in this report 
under 6 jurisdictional fields, as follows | (see Table of Contents, p. ILI, 
and Index to Bills, Resolutions, Reports, and Public Laws, p. 94) : 

Reorganization of the executive branch of the Government. 
Reor ganizations in the legislative branch of the Government. 
Intergovernmental relations. 

General services—surplus property disposals. 

General legislation. 

Special activities and reports 

A tentative legislative program for the 85th Congress is also in- 
cluded at the end of the report. 


REORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


On recommendations of the committe, the Congress approved an 
extension of the Reorganization Act of 1949 to June 1, 1957 (Public 
Law 16), under which the President is authorized to submit reorgani- 

zation plans to the Congress. Under this authority, the following 
two plans were submitted to the Congress during the 84th Congress, 
and referred to the Committee on Government Operations: ? 

Reorganization Plan No. 1 of 1956, to improve the manage- 
ment of research and development programs in the Department 
of Defense. 

Reorganization Plan No. 2 of 1956, to provide for the establish- 
ment of the Federal Savings and Loan Insurance Corporation as 
an independent agency of the Federal Government. 

These plans, together with Senate Resolution 291, providing for the 
disapproval of pl: in No. 2 of 1956, were considered by the Sub- 
mittee on Reorganization, which recommended approval of the reso- 
lution. Although the committee adopted the subcommittee recom- 
mendation, and a report was filed in the Senate (S. Rept. 2388), no 
action was necessary on the part of the Senate, since both Reorgani- 
zation Plans Nos. 1 and 2 of 1956 were disapproved by the House of 
Representatives, and action was indefinitely postponed by the Senate. 

The Commission on the Organization of the Executive Branch of 
the Government submitted 20 reports to the Congress relating to re- 
organizations in the executive branch, which contained some 314 
separate recommendations. Of these, the Commission estimated that 
50 could be implemented by the President under authority of the 
Reorganization Act of 1949, 145 could be effectuated through admin- 


1See appendix A, p. 101, for a complete list of reorganization plans submitted to the 
Gongress under authority of the Reorganization Act of 1949, and action taken thereon. 
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istrative action, and 167 would require specific legislative action by 
the Congress. Since some of the 314 recommendations fell into more 
than one category, it was estimated that 362 separate actions would 
be necessary in order to bring about full implementation of all of the 
Commission’s recommendations. 

Of the 20 Commission reports submitted, 13 were referred to the 
Senate Committee on Government Operations, and 59 of the 139 bills, 
resolutions, and reorganization plans introduced in the Senate during 
the 84th Congress relating to the Hoover Commission recommendations 
were also referred to the committee. 

Details of procedures leading to committee actions on these and 
other reorganization matters considered by the committee or referred 
to the Subcommittee on Reorganization are set forth under this section 
of the report. Those referred to the subcommittee are also included 
in its activities report, which is set forth on page 71. A brief sum- 
mary of the provisions of the various bills and other proposals ap- 
proved by the committee or the subcommittee, and action taken there- 
on, follows 

Senate Joint Resolution 4, to provide for the continuation in 
office of certain members of the Commission on Organization of the 
Executive Branch of the Government.—Senate Joint Resolution 4 was 
introduced in the Senate by the chairman as an original resolution. 
Its purpose was to authorize the continued service of a member of the 
Commission who was no longer qualified to serve as a member under the 
original act, by reason of his failure to be reelected as a Member of the 

Senate. ‘The resolution was agreed to in the Senate on January 6, in the 
House on January 17, and approved as Public Law 2 on January 
20, 1955 

H. Le. 2576 (S. 613), to further amend the Reorganization Act of 
1949, as amended, so that such act will apply to reorganization plans 
transmitted to the Congress at any time before April 1, 1958.—These 
bills were introduced at the request of the Commission on Organ- 
ization of the Executive Branch of the Government and the Presi- 
dent, in order to continue Presidential reorganization authority be- 
yond its expiration date of April 1, 1955. Their objective was to per- 
mit more effective reorganization of the executive branch of the Gov- 
ernment, by authorizing the President for an additional period of time 
to submit reorganization plans which would become law unless dis- 
approved by a majority of the authorized membership of either House, 
within 60 calendar days following the date of submission. 

S. 618 was reported to the Senate on Janu: ry 26, 1955 (S. Rept. 16). 
The companion bill, H. R. 2576, was reported in the House on January 
25 and passed on January 26,1955. The Senate bill was amended to 
continue the authority contained in the original act until April 1, 1957, 
while the House bill provided that plans could be submitted until April 
1, 1958. In response to a request by the House for a conference on the 
differences between the two bills, a motion by the chairman was 
adopted by the Senate in which the Senate insisted on its amendments, 
after'an agreement had been reached with the House Committee on 
Government Operations on a compromise date of June 1, 1957. The 
House then adopted such an amendment to its bill, which was approv ed 
by the Senate on March 22, and by the President on March 25, 1955, 
when it became Public Law 16. (See appendix A, p. 101.) 
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S. 1763, relating to the extension and the final liquidation of the Com- 
mission on Organization of the Executive branch of the Government.— 
Section 9 (b) of Public Law 108, 83d Congress, approved July 10, 
1953, which created the Hoover Commission, required the Commis- 
sion to submit its final report not later than May 31, 1955, at which 
date the Commission would cease to exist. This bill extended the 
requirement for the Commission to submit its final report from May 
31, 1955, to June 30, 1955. It also authorized the Chairman of the 
Commission to complete final liquidation of the affairs of the Com- 
mission within 90 days after June 30, 1955, during which period funds 
made available to the Commission should remain available for neces- 
sary expenses. 

The bill was reported to the Senate on April 25 (S. Rept. 217), and 
passed the Senate on April 26, 1955. It was reported in the House on 
May 4 (H. Rept. 482), passed the House on May 16, and became Pub- 
lic Law 41 on May 23, 1955. 

S. 3768, amending section 158 of the Revised Statutes of the United 
States as amended, so as to include the Department of Health, Edu- 
cation, and Welfare among the executive departments there listed.— 
The purpose of this bill, introduced in the Senate at the request of the 
Secretary of Health, Education, and Welfare, was to include that De- 
partment, established by Reorganization Plan No. 1 of 1953, in the 
list of executive departments set forth in section 158 of the Revised 
Statutes (5U.S.C.1). It gave the Department of Health, Education, 
and Welfare full statutory parity with other executive departments, 
and provided the Secretary with additional authority, when not incon- 
sistent with Reorganization Plan No. 1 of 1953, or with various 
other statutes applicable to the Department or with laws which are 
antiquated and not generally applicable to it or to other departments. 

Section 2 provided for the appointment by the President of a Gen- 
eral Foil subject to Senate confirmation, to be the chief legal 
officer of the Department, and act as Secretary during the absence 
or disability, or in the event of a vacancy in the office, of the Secretary 
and of the Under Secretary and the Assistant Secretaries. The Secre- 
tary of Health, Education, and Welfare advised the committee that this 
provision was desirable to conform the status of this position with that 
of the chief legal officers of other executive departments having com- 
parable functions and responsibilities. 

The bill was reported to the Senate on June 11 (S. Rept. 2192) and 
passed the Senate on June 14, 1956. It was reported in the House on 
July 12 (H. Rept. 2703), passed the House on July 23, and was ap- 
proved as Public Law 852 on July 31, 1956. 

S. 4076, providing for appointm nt of chief legal officers of certain 
departments in the executive branch by the Pre sident, by and with the 
consent of the Senate——Following its action in Fett Sw S. 3768, 
the committee directed the staff to prepare a draft bill providing 
for the appointment of the chief legal officers of all executive de- 
partments who were still under civil-service classification, by the 
President, by and with the consent of the ip ute. On July 2, 1956, 
the committee reported to the Senate a bill, S. 4076, to accomplish 
this objective (S. Rept. 2397). The bill was lcoiien by the Senate 
on July 13, 1956, and referred to the House Committee on Post Office 
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and Civil Service. In lieu of taking action on S. 4076, section 301 of 
the Federal Executive Pay Act (H. R. 7619) was approved to accom- 
plish the same objective, except for legal officers of the Departments 
of the Army, Navy, and Air Force. This latter bill was approved as 
Public Law 854 on July 31, 1956. 

The actions taken by the Congress in enacting Public Law 852 and 
Public Law 854 accorded with Hoover Commission recommendations, 
but the provisions of Public Law 854 do not specifically require that 
the general counsels shall have the rank of Assistant Secretaries, nor 
that the compensation should conform to that office. Public Law 852 
included specific provisions conforming to the objectives of these 
recommendations. 

Another bill, H. R. 10523, applying to the Solicitor General of the 
Post Office Department, passed the House on July 2, 1956, but was 
not acted upon in the Senate. 

S. 3340, reorganization of the Passport Office—This bill was re- 
ported in the Senate as an original committee bill on March 1, 1956 
(S. Rept. 1605), following a staff study of the organization and opera- 
tions of the Passport Offce. Its purpose was to carry out the recom- 
mendations set forth in the committee’s report to the Senate on the 
Reorganization of the Passport Office (S. Rept. No. 1604) and to im- 
prove the passport service. (See pp. 58-59.) 

Following a brief debate in the Senate, the bill, S. 3340, was referred 
back to the committee in order to permit officials of the Department of 
State to present their views. Hearings were held on April 13, 1956, 
following which the committee deferred further action on the bill 
until it could be determined whether or not the Department officials 
would provide the necessary administrative directives and funds to the 
Director to modernize the Office so as to conform to needs of the service. 

The staff of the committee was directed to make further studies of 
its operations, and the committee proposes to consider additional legis- 
lative recommendations for further reorganizations of the Passport 
Office should the facts developed indicate that the reported deficiencies 
in the operations of the Office have not been corrected. 

Senate Joint Resolution 21 and House Joint Resolution 157, to 
establish a Commission on Government Security.—The Subcommittee 
on Reorganization held extensive hearings on Senate Joint Resolu- 
tion 21 on March 8-11 and 14-18, 1955. On its recommendations, the 
resolution, in amended form, was reported to the Senate on June 17, 
and passed the Senate on June 27, 1955. The House of Representatives 
adopted the companion measure, House Joint Resolution 157, on 
June 29, 1955, with amendments ‘of the s same import, which became 
Public Law 304 on August 9, 1955. (See p. 73 for full details.) 

Senate Joint Resolution 182, to extend the time for filing the final 
report of the Commission on Government Security to June 30, 1957. — 
This resolution was approved as Public Law 786 on July 25, 1956. 
(See report of Subcommittee on Reorganization, p. 75, for further 
details.) 

S. 3897 (S. 3199) , to improve governmental budgeting and account- 
ing methods and procedures.—This bill, originally introduced as 
S. 3199, was given extended consideration by “the Subcommittee on 
Reorganization. On recommendations of the subcommittee, 2 revised 
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committee bill, S. 3897, was reported to the Senate on June 19 and 
passed the Senate on June 20, 1956. The conferees agreed to certain 
amendments to the bill as approved by the Senate, but omitted a pro- 

vision requir ing that budgetary requests be submitted on an accrued- 
expenditure basis. The bill was approved as Public Law 863, on 
August 1, 1956. (See PP. 73. 76 for full details.) 

H. R. 9593 (S. 2678, S. 3362), to simplify accounting and facilitate 
the payment of obligations. —After hearings before the Subcommittee 
on Reorganization, on S. 2678 and a rel: ated bill, S. 3362, a committee 
measure was reported to the Senate with committee amendments. It 
yassed the Senate, as amended, on June 20, 1956, after which a similar 
bil (H. R. 9593) previously approved by the House was substituted 
and passed in lieu of S. 3362, with the Senate amendments. After 
minor adjustments in conference, the bill became Public Law 798 on 
July 25,1956. (See p. 77 for full details.) 

S. 3517, to provide for the reorganization of the safety functions of 
the Federal Government.—The Subcommittee on Reorganization rec- 
ommended favorable action on this bill, with an amendment in the 
nature of a substitute, followimg hearings. It was reported to the Sen- 

ate on July 25, and passed the Senate on July 26, 1956. No action 
was taken in the House. (See p. 83 for full details.) 

Miscellaneous reorganization proposals.—Fifty-three bills, relating 
to reorganization in the executive branch of the Government, were 
referred to the Subcommittee on Reorganization during the 84th Con- 
gress. The provisions of 36 of these were considered, and, in some 
instances, incorporated in other similar measures. No further action 
was taken by the full committee on the remaining 17 bills, which were 
still under consideration by the subcommittee. (For details regarding 
all measures referred to it, see the report of the subcommittee, pp. 71 
to 91.) 


REORGANIZATIONS IN THE LEGISLATIVE BRANCH OF THE GOVERNMENT 


The committee, in carrying out its functions under the provisions 
of the Legislative Reorganization Act requiring consideration of legis- 
lation and other matters de aling with budgeting and accounting, and 
evaluating the effects of laws enacted to reorganize the legislative 
branch of the Government, gave consideration to three important areas 
affecting the Congress during the 84th Congress. 

These studies and pr oposals were based upon (a) the need for tighter 
congressional control over the purse strings, and for legislation de- 
signed to remedy serious deficiencies in appropriation procedures and 
the expenditure of public funds; (0) to revise and strengthen title III 
of the Legislative Reorganization Act, relating to the “regulation of 
lobbying; and (¢) to effect changes in the rules of the Senate so as to 
bring about better coordination of all functions of that body in order 
to permit better adjustment of schedules of members for the perform- 
ance of essential duties in the Senate and in committees, looking to- 
ward the improvement of the legislative process. 

S. 1805, amending the Legislative Reorganization Act of 1946, to 
gers a Joint Committee on the Budget.—The primary objective of 

S. 1805 was to provide the same kind of expert staff facilities and de- 
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tailed technical information for the Appropriations Committees of 
the Congress as the Bureau of the Budget provides for the executive 
branch. Precedent for this action is found in the Joint Committee on 
Internal Revenue Taxation which has provided joint expert staff fa- 
cilities and technical information for the revenue committees of both 
Houses of Congress for more than a quarter of a century. “Pek 

This proposed legislation is designed to remedy serious deficiencies 
in appropriation procedures and to improve the surveillance over the 
expenditure of public funds. It constitutes a positive approach to the 
elimination of extravagance, waste, and needless or excessive appro- 
priations. The swollen cost of operating the Federal Government, 
with annual budgets ranging between 60 and 70 billions of dollars, 
dictates the compelling necessity of reducing the cost of Government, 
where it is prudent to do so, in order to restore sound fiscal policies. 

That the Congress is aware of the seriousness of this situation is 
evidenced by the fact that it has already acknowledged the need for 
exercising more effective controls over the purse strings, through the 
enactment of section 138 of the Legislative Reorganization Act of 
1946, which was conceived with'a view to improving and modernizing 
congressional procedures in the consideration of the executive budget. 
This meritorious and well-intentioned effort on the part of the Con- 
gress, although failing to attain the objectives for which it was created, 
has served a useful purpose in pointing up the essential need for find- 
ing a workable substitute. 

A bill similar to S. 1805 was first introduced on February 19, 1950, 
in the 8lst Congress (S. 2898). In 1952, at the beginning of the 82d 
Congress, it was reintroduced, with some minor revisions, as S. 913. 
After public hearings and careful consideration, the Senate Com- 
mittee on Government Operations unanimously reported S. 913 
favorably (S. Rept. 576). On April 8, 1952, following full debate, the 
Senate approved the bill by 55 to 8, on a rollcall vote, but it failed of 
passage in the House. 

The bill was reintroduced in the 88d Congress as S. 833, under the 
sponsorship of 54 Members of the Senate. It was reported favorably 
on May 19, 1953, after hearings before the Subcommittee on Reorgan- 
ization, with a further perfecting amendment (S. Rept. 295), passed 
the Senate on May 23, 1953, under unanimous consent, and was referred 
to the House Committee on Rules, where no further action was taken. 

The bill, S. 1805, as reported by the committee, contained the same 
provisions as S. 833, as amended by the committee (S. Rept. 352), and 
approved by the Senate in the 83d Congress, with the following further 
perfecting amendments: 

The joint committee would have been authorized to make such rules 
respecting its organization and procedures as it deemed necessary (in 
lieu of specific rules as set forth in previous bills). 

A new subsection was added to require that the annual budget shall 
include an analysis of all active long-term construction programs au- 
thorized by the Congress, showing for each the total estimated cost, 
the estimated expenditures during prior, current, ensuing, and subse- 
quent fiscal years, and that all grant-in-aid programs shall be in- 
cluded in the analysis covering grants of indefinite duration, and the 
annual cost for a 10-year period. 
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The section of the bill which required estimates of costs of programs 
authorized by committees of Congress from the departments and 
agencies projected over a 5-year period of operation, was extended 
to provide that, if the chairman of the committee determines that no 
existing department or agency is primarily concerned with the pro- 
posed legislation, the estimate shall be made by the Bureau of the 
Budget. 

The bill also provided that the Joint Committe on the Budget main- 
tain compilations of all estimates required by the bill and the printing 
of compilations for the information of Congress, instead of the Appro- 
priations Committees, as provided in the original bill. 

S. 1805 was reported to the Senate on May 17 (S. Rept. 352), 
passed the Senate on May 19, and was referred to the House Commit- 
tee on Rules on May 23, 1955, where no further action was taken. 

S. 2308, to amend the Legislative Reorganization Act of 1946 in 
order to eliminate certain obsolete provisions and to make certain 
minor technical corrections therein, to amend title ITI of such act, and 
for other purposes.—This bill, introduced by Senator John F. Ken- 
nedy and referred to the Subcommittee on Reorganization, was the 
culmination of several years of extensive staff work and careful con- 
sideration by the committee and the subcommittee. It was designed 
primarily as a revision of the Federal Regulation of Lobbying. Act 
which has long been in need of amendment and which was considerably 
narrowed in interpretation and application, following the decision of 
the United States Supreme Court in United States v. Harriss (347 
U. S. 612 (1954) ). 

In essence, although this bill proposed to continue most of the major 
provisions of the existing law, special efforts were made to simplify 
its language and organization, and to include various proposed im- 
prov ements, in consonance with the opinion of the Supreme Court. 

In addition to requiring persons or organizations, who for a con- 
sideration are engaged in influencing legislation, to register with the 
Clerk of the House of Representatives and to file per iodic statements 
detailing their activities, various other requirements were added. 
Thus, enforcement would be strengthened by requiring copies of all 
registration and reporting documents to be transmitted to the Attor- 
ney General who would be 1 ae to include in his annual report to 
the Congress a statement of action taken by his office to secure com- 
pliance with the act. Considerable clarification would be achieved by 
the addition of new terms, such as “legislative agent,” and the careful 
and precise definition of such terms as “influence legislation” and “leg- 
islative agent.” Provisions of dubious constitutionality, including 
those which were raised by the Supreme Court because of their pos- 
sible conflict with guaranties of free speech and press, were rewritten 
to insure clarity. T hus, coverage of indirect lobbying and the prohibi- 
tion of lobbying after a conviction for violation of the act were omitted 
because of their doubtful constitutionality; and radio and television 
stations would be added to existing exemptions from coverage now 
afforded to newspapers, and regul: arly published periodicals. 

A new section proposed pr ohibiting contingent fee lobbying con- 
trac ts whereby the compensation of the lobbyist is dependent upon his 
“success” in securing the passage or defeat of particular measures. 
This addition is in line with current thought that such a practice is 


— oe ae () 


' 


Sl 


ACTIVITIES OF SENATE COMMITTEE ON GOVERNMENT OPERATIONS 11 


a serious reflection upon the integrity of the legislative process and 
those who seek to influence it, and is already outlawed by the lobby 
regulation laws of many States. ei 

Finally, an attempt was made to meet criticisms of the language of 
the existing law by completely rewriting numerous sections and plac- 
ing them in a logical order with appropriate headings. This was held 
to be necessary in order to provide clear and comprehensive coverage, 
clear and concise statements of the requirements and prohibitions in 
line with modern concepts of legislative drafting, and to leave no doubt 
with respect to the legislative intent as regards coverage and applica- 
tion. Reporting or coverage requirements concerning the amount of 
contributions or expenditures under the act are set at levels which bal- 
ance practicality with adequacy of coverage. Further clarification was 
attempted by the elimination of the word “regulation” from the title 
of the act, and by the inclusion of a clear statement of legislative pur- 
pose so as to make it perfectly clear that no stigma was intended to be 
placed upon the practice of lobbying. 

Following careful consideration of this measure by the Subcommit- 
tee on Reorganization, further action was deferred pending the report 
and recommendation of the Special Committee To Investigate Politi- 
‘al Activities, Lobbying, and Campaign Contributions, so as to afford 
the committee the benefit of the findings and conclusions of the special 
committee. 

Proposed Senate action providing for schedules af alternate days 
for Senate sessions and committee meetings.—At the direction oi the 
chairman of the committee, the staff was directed to compile data and 
pertinent information relative to the time required of Senators in car- 
rying out their legislative duties in sessions of the Senate and meetings 
of standing, special, or joint committees of which they are members. 
The results of this study will be submitted to the Senate soon after the 
convening of the 85th Congress. It is proposed that an appropriate 
resolution be filed in the Senate, with the objective of initiating 
a program embodying changes in the rules of the Senate so as to bring 
about a better coordination of all necessary functions relating to 
Senate operations, effecting a better adjustment of schedules for 
essential duties, the conservation of the time of the Members of the 
Senate, and the improvement of the legislative process. 


INTERGOVERNMENTAL RELATIONS 


During the 84th Congress, the committee devoted considerable time 
and effort to intergovernmental relations, with special reference to 
the reports of the Commission on Intergovernmental Relations, the 
lehinkesieaatan Committee for the Study of Jurisdiction Over 
Federal Areas Within the States, and legislation dealing with both 
of these subjects. Particular attention was paid to the troublesome 
field of Federal payments in lieu of taxes to State or local taxing 
authorities which was the subject of extensive staff work, numerous 
legislative proposals, and painstaking and extended committee con- 
sideration which is detailed below. 


Report of the Commission on Intergovernmental Relations 


In June 1955, there was referred to the committee the report of the 
Commission on Intergovernmental Relations, accompanied by 15 vol- 
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umes of supporting study committee and staff reports, totaling in 
all approximately 2,200 pages. 

The basic report (311 pages) covered a wide area of Federal-State- 
local relations and included such matters as the origins of the Federal 
system; the forces which have influenced its growth and development; 
the place of the States and their political subdivisions in the Federal 
system and the factors, fiscal and nonfisea), which limit their compe- 
tence; the extent of the National Government’s responsibilities and 
the conditions that justify national action; and the nature and opera- 
tion of the many forms of National-State cooperation. The first 
118 pages of the report are devoted to the historical background, the 
role of the States, national responsibilities, and cooperative relations; 
financial aspects of the Federal system, and Federal grants-in-aid. 
The balance of the report dealt with intergovernmental functional 
responsibilities, and included agriculture, civil aviation, civil defense 
and urban vulnerability, education, employment security, highways, 
housing and urban renewal, natural-disaster relief, natural resources 
and conservation, public health, vocational rehabilitation, and welfare. 

Various views and recommendations are expressed throughout the 
volume, some of which are in accord with those of the study com- 
mittees; others modify or expressly or impliedly disagree. Numerous 
charts and statistical tables appear throughout the report. 

The 15 supporting volumes are devoted to the following subjects: 
Federal Aid to Agriculture; Federal Aid to Highways; Federal Aid 
to Public Health; Federal Aid to Welfare; Federal Responsibility 
in the Field of Education; Unemployment Compensation and Employ- 
ment Service; Natural Resources and Conservation; Payments in Lieu 
of Taxes and Shared Revenues; Local Government; Natural Disaster 
Relief; Civil Defense and Urban Vulnerability; Federal Aid to Air- 
vad a Description of 25 Grants-in-Aid Programs; Summaries of 
Survey Reports on the Administrative and Fiscal Impact of Federal 
Grants-in-Aid; and a Survey Report on the Impact of Federal Grants- 
in-Aid on the Structure and Functions of State and Local Govern- 
ments. 

In order to make readily available and accessible the large amount 
of valuable material contained in the Commission’s report and sup- 
porting documents, the committee requested the Legislative Reference 
Service of the Library of Congress to prepare a detailed index to all 
of its reports, studies, and documents. As recommended by the com- 
mittee (S. Res. 234), the printing of this index (143 pages) was 
approved by the Senate on April 11, 1956 (S. Doe. No. 111). 

H. R. 2010 (8. 539), to extend the Commission on Intergovern- 
mental Relations.—At the request of the President in his State of the 
Union message, on January 6, 1955, Senator Humphrey, on behalf of 
the committee, introduced a bill (S. 539) on January 18, 1955, extend- 
ing from March 1, 1955, to June 30, 1955, the date by which the Com- 
mission on Intergovernmental Relations must submit its final report 
to the President for transmittal to the Congress, and to terminate its 
existence. The bill was reported to the Senate on January 26 (S. 
Rept. 15). The House passed an identical companion bill (H. R. 
2010) on January 27, which was accepted by the Senate in lieu of 
S. 539, passed on February 1, and approved as Public Law 5 on Febru- 
ary 7, 1955. 
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Report of the I nterdepartmental Committee for the Study of Juris- 
diction Over Federal Areas Within the States 

The Interdepartmental Committee was formed on December 15, 
1954, on the recommendation of the Attorney General and with the 
approval of the President and the Cabinet, to undertake a study with 
a view toward resolving problems arising out of the jurisdictional 
status of federally owned areas within the several States, to be con- 
ducted by a committee of representatives of eight departments and 
agencies of the Federal Government which have a principal interest 
in such problems. The Bureau of the Budget, the Departments of De- 
fense, Justice, Interior, Agriculture, and Health, Education, and Wel- 
fare, the General Services Administration, and the Veterans’ Admin- 
istration are directly represented on the Committee. The preparation 
of the reports of the Committee was assigned to the Department of 
Justice through the Assistant Attorney General in charge of the 
Lands Division of that Department, and to the General Counsel, 
Solicitor, or legal adviser of each of the other agencies. The Com- 
mittee staff was assembled by detail, for varying periods, of personnel 
from the member agencies. Twenty-five other agencies of the Federal 
Government furnished to the Committee information concerning their 
properties and concerning problems relating to legislative jurisdic- 
tion. 

On April 27, 1956, the President approved part I of the report of 
the Interdepartmental Committee, entitled “The Facts and Commit- 
tee Recommendations,” copies of which were submitted to the Presi- 
dent of the Senate and referred to this committee for consideration. 

The Attorney General, in transmitting part I of the report to the 
President, stated that part II of the Committee’s report would be com- 
pleted within the next several months, and that it would be a text on 
the law on the subject of legislative jurisdiction, particularly covering 
judicial decisions and rulings of the legal officers of administrative 
agencies concerning the subject. (See S. 4196, pp. 19, 69, relative to 
committee action taken on this report.) 


Payments in lieu of taxes 


During the 84th Congress the committee had before it 12 bills dealing 
with various aspects of payments of taxes or in lieu of taxes by the 
Federal Government to local taxing authorities, which fell into 5 
major categories: (1) Establishment of permanent and overall pol- 
icles and procedures with respect to payment by the Federal Govern- 
ment of taxes or in lieu thereof, represented by S. 1566 (Humphrey, 
Kuchel, and Goldwater). S. 1657 (Bush), S. 2390 (Knowland), S. 2754 
(Malone), and S. 4275 (Hennings) ; (2) the establishment of a limited 
program of payments by the Federal Government in lieu of taxes with 
respect to Federal real and personal property acquired during and 
subsequent to the Korean war, represented by S. 826 (Bender) ; (3) the 
establishment of a temporary, short-term, limited program for the 
relief of local taxing authorities, designed to alleviate their acute fiscal 
difficulties pending a more permanent solution, represented by S. 888 
(Martin 6f Pennsylvania), S. 2377 (Potter), and S. 4183 (Hum- 
phrey) ; (4) the establishment of a program authorizing payments 
of a very limited type, such as special assessments for public improve- 
ments, represented by S. 3534 (Schoeppel) and S. 3785 (Magnuson) : 
and (5) the elimination of certain types of Federal tax immunity with 
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respect to State sales taxes on personal property, represented by 
S. 2100 (Thurmond). 

In 1955, during the 1st session of the 84th Congress, the committee 
considered and reported favorably, with an amendment in the nature 
of a substitute, S. 2377, containing language identical to a companion 
measure, H. R. 6182, previously approved by the House of Represent- 
atives (S. Rept. 1253). After agreeing to the committee amendment, 
the Senate, on July 30, 1955, passed the companion measure, which 
became Public Law 388 on August 12, 1955. This act provided tem- 
porary relief to local taxing authorities by restoring to the tax rolls 
certain real property which had been held by the Reconstruction 
Finance Corporation and was subject to local taxation, but which had 
been taken out of taxation by the transfer of such property to other 
Government agencies. 

In July 1955 the committee held a preliminary hearing on the seven 
bills which were then before it. Further action was deferred, however, 
pending an opportunity to examine and evaluate the report and rec- 
ommendations of the Commission on Intergovernmental Relations, 
and the receipt of the administration’s comments and views on the 
bills then pending. 

Following this hearing, the staff was directed to make an exhaustive 
analysis of the pending bills and the pertinent findings and recom- 
mendations of the Intergovernmental Relations Commission and its 
Study Committee on Payments i in Lieu of Taxes and Shared Revenues, 
which had been referred to the committee on June 27,1955. This study 

was embodied in a 17-page staff memorandum (84-1-36, November 28, 
1955), to which was attached a 52-page appendix, all of which were 
incorporated in the record of the hearing (Hearing before the Com- 
mittee on Government Operations, United States Senate, 84th Cong., 
Ist sess., Payments of Taxes, or in Lieu of Taxes to State or Loc al 
Taxing Units, pt. I, July 25,1955). The bulk of the testimony re- 
ceived at this hearing was from individuals and groups concerned 
with payments of taxes or in lieu of taxes to State or local taxing 
authorities. Since the executive branch agencies had not yet formu- 
lated a policy on this subject, they did not desire to present their 
views at that time. 

Hearings on the bills then pending before the committe in the 2d 
session of the 84th Congress were held on April 19 and 20, 1956. 
(S. 888 was indefinitely postponed since its substance had been en- 
acted in Public Law 388, previously described; and S. 8785 and S. 
4975 were introduced after the close of the hearings. S. 4183, a com- 
promise committee bill which was ultimately reported favorably by the 
committee, had not yet been drafted.) Although all of the execu- 
tive branch departments and agencies were invited to participate, 
all of them, with the exception of the Department of Defense and the 
Bureau of the Budget, preferred to submit their views in the form of 
written statements for the record. For the most part, these state- 
ments contained detailed analyses of the effect of tlhe various bills 
on the reporting agency, and evidenced much painstaking effort. The 
position of the executive branch was presented by represent: tives of 
the Bureau of the Budget and the Department of Defense, in the 
form of oral testimony, supplemented by supporting materials sub- 
mitted for the record. 
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At the hearings a representative of the Bureau of the Budget stated, 
in effect, that the administration was full aware that large-scale Fed- 
eral acquisition of real property and Federal tax immunity may, and 
often does, result in serious financial hardships to local governments. 
However, the presence of Federal installations often results in benefits 
to a community which more than offset the burdens. F urthermore, 
care must be taken to preserve the traditional Federal immunity from 
local taxation. Accordingly, it was the position of the administration 
that the basic principle of an appropriate system must be that in a 
particular taxing jurisdiction there is a demonstrable hardship caused 
Se the recent removal of Federal properties from the tax rolls, and 
that the hardship is of such depth and importance that special Federal 
financial assistance is warranted. 4,4 

Based upon these considerations, the administration was unable 
to support any of the major bills pending before the committee, but 
was prepared to support legislation which would achieve a proper 
balance between a fair payment to the recipient local government 
and a fair charge to the National Government. It was their position, 
however, that such legislation should include (1) a limited designa- 
tion of the kinds of acquired Federal properties which may be the 
subject of payments, (2) precise definitions of eligibility for particular 
-ategories of property, and (3) rules for charging for special services 
rendered to the National Government and crediting special benefits 
conferred by the National Government. 

Summing up its position, the Bureau of the Budget stated: 


We recommend that legislation be enacted now to provide 
the authority and mechanism for payments, during a — of 
4 or 5 years, in cases of demonstrable pees involving the 
recent removal of real estate from the tax rolls by reason of its 
acquisition by the National Government for industrial or 
commercial purposes, and including provision that oe 
that period there shall be detailed field studies of specific loc: 
situations. We believe that additional legislation should 
await a reasonable period in which to acquire experience in 
administering this limited policy. 


Following consideration of the testimony contained in the 477-page 
record of the hearings, the committee concluded that (1) because of 
the complexities inherent in the subject, and the large number of 
variables involved, it was unable to recommend favorable action on 
any of the pending bills; (2) since the factual pattern varied in the 
16,778 cities and 8,049 counties in the United States which may pos- 
sibly be affected by Federal tax immunities, the only approach which 
would furnish a measure of relief to those local governments which 
are hard pressed as a result of Federal acquisition, was through a 
limited program of payments in lieu of taxes, coupled with a case- 
by-case consideration by an administrative board of the relative 
merits of individual cases; (3) any further legislative action would 
have to await the accumulation by such a board of information con- 
cerning specific local needs and situations, compiled on a case-by- 
case basis, following field studies; and (4) no amount of general study, 
unrelated to the specific variable factors in each individual case, 
would serve any useful purpose. 
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Following further consideration and discussion, the committee 
directed the staff to prepare a bill embodying the consideration listed 
above. After a series of conferences with representatives of the 
Bureau of the Budget, the committee approved a staff draft, with an 
amendment proposed by Senator Cotton, and agreed on July 7, 1956, 
to report it favorably as an original bill (S 4183, S. Rept. 2424). 

S. 4183, the committee bill, would have authorized for a 5-year 
period, (1) a very limited program of payments in lieu of taxes on 
industrial or commercial real properties acquired by the Federal 
Government after June 30, 1950; (2) payments of special assessments 
levied after the effective date of the act in urban or suburban areas, if 
such assessments were also levied on real property owned by other 
taxable persons; and (3) payments in lieu of taxes on the interest of 
the Federal Government in real property leased or sold to private per- 
sons under conditional sales contracts, if such property were ow nal by 
a taxable person. 

The program was to be administered by a five-member, bipartisan 
Federal Board for Payments to Local Governments, appointed by 
the President, subject to Senate confirmation. A taxing authority 
would have been required to file an appropriate applic ation, specify- 
ing the Federal property involved, the basis of its claim and the period 
for which the ce is made (not to exceed 12 months in any single 
application). The Board, after determining the existence of a prob- 
able basis for the claim, and conducting a hearing, if a basis is found 
to exist, would have been required to “determine and certify to the 
controlling Federal agency the amount of payment to be made to the 
local taxing authority. In the case of industrial or commercial real 
property, however, the applicant would have been required to make 
a showing that Federal acquisition of such property has resulted in 
a financial hardship to the community in question. The actual pay- 
ment to be made was to be based upon the amount of local taxes which 
would have been payable had the property been privately owned, in- 
creased by additional expenditures incurred by the taxing authority 
in furnishing services to the Federal property, ‘and diminished by the 
aggregate of local-type governmental services furnished by the con- 
trolling Federal agency, ‘further diminished by any additional credit 
against Federal liability resulting from any exemption, immunity or 
reduction in the tax rate or amount, if such are available, under State 
or local law, to private persons as an inducement to engage in indus- 
trial or commercial activities within the territorial jurisdiction of 
the particular tax authority. The Board’s decisions were made final 
and were to be conclusive upon all tax authorities and Federal agen- 
cies, and could not be questioned by any court or Government account- 
ing office. 

Specific provision was made to insure that this bill would not affect 
payments by Federal agencies under existing programs authorized 
by law; that Federal property under an existing program would be 
excluded from the coverage of this bill and would not be subject to 
additional payments for the same period; and that in no event could 
the Federal payment on industrial or commercial real property exceed 
the amount of the tax which would be payable if such property had 
been developed and used by a taxable person for a typical private 
industrial or commercial use, either within the jurisdiction of that 
tax authority or in nearby comparable communities. 
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The Board, either on its own motion or upon application by a tax 
authority, would have been required to make various studies relative 
to (1) fiscal and other problems of local taxing authorities arising out 
of Federal immunity from real and personal property taxes; (2) the 
nature and extent of payments to local taxing authorities under other 
Federal programs, including grants-in-aid and revenue-sharing pro- 
grams; and (3) the nature and extent of benefits derived by tax author- 
ities directly or indirectly through persons residing or employed upon 
Federal property and for or in connection with any property, trade, 
business, etc., situated or occuring upon Federal property. The 
Board would have been required to report semiannually to the Presi- 
dent and the Congress with respect to its operations during the pre- 
ceding period and to file, no later than 2 years after the date of enact- 
ment, a comprehensive report, accompanied by appropriate proposed 
legislation, detailing its recommendations on the necessity for a con- 
tinuing policy for compensating local tax authorities for losses sus- 
tained incident to the presence of Federal tax-exempt property within 
their jurisdictions, and with respect to the future treatment of proper- 
ties for which payments are temnorarily authorized under Public 
Law 388, 84th Congress (former RFC properties). 

The Board would have been authorized to employ personnel and 
procure the services of consultants, at rates not to exceed $50 per day, 
to conduct hearings or investigations, and to examine witnesses and 
compel their attendance by subpena. It was required to maintain an 
accurate stenographic record of all testimony, a transcript of which 
was to be filed in the office of the Board. The Board would have 
ceased to exist on December 31, 1963, 2 years after the terminal date 
for the filing of applications for payments. 

Finally, the bill would have established a 12-member advisory com- 
mittee, composed of representatives of the Federal Government, State 
governments and local taxing authorities. appointed by the President, 
which would be required to conduct studies of the administration of 
the proposed act, as well as all other Federal legislation authorizing 
payments of taxes or in lieu thereof, by Federal agencies to local tax 
authorities, and problems arising in connection therewith. This com- 
mittee would have been required to consult with the Board, upon its 
request, in an advisory capacity in the solution of such problems, and 
transmit from time to time to the Board and to the President for trans- 
mittal to the Congress, a report summarizing the results of its studies, 
together with recommendations for administrative or legislative 
changes considered necessary or desirable for efficient, economical, and 
equitable administration of such provisions of law. 

The committee’s decision to approve a program providing for three 
categories of payments was based upon the following considerations: 

(1) With respect to special assessments levied after the effective 
date of the act, it was felt that since a special assessment results in an 
ultimate improvement to the property, thus adding to its value, there 
‘vas no reason why Federal agencies should not pay for improvements 
to their properties in the same manner as private taxable owners, pro- 
vided the assessment is levied on real property owned by all other tax- 
able persons; (2) with respect to payments in lieu of taxes on the Fed- 
eral Government’s interest in real property sold or leased to private 
persons under conditional sales contracts, the property is being used 
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for private purposes, and is operated by private, taxable persons, and 
the interest of the Federal Government is only that of a landlord, in 
the case of leased property, and is purely temporary in the case of 
property conditionally sold; and (3) with respect to industrial or 
commercial property acquired after June 30, 1950, the guiding consid- 
eration was the fact that the Federal use of such property is, for the 
most part, identical to that of private taxable property used to pro- 
duce for the same purposes. Thus, if the property were privately 
owned, it would pay taxes; the mere fact of Federal ownership should 
not deprive the loc: al taxing authority of taxes in cases where Federal 

acquisition or use has resulted in hardship to the community. In the 
event that the local taxing authority was unable to demonstrate to the 
Federal administrative board that Federal acquisition had resulted 
in hardship, no payment was to be made. The June 30, 1950, cutoff 
date was chosen because that date would cover the increased Federal 
acquisition of real property of this type incident to the Korean war. 
In addition, it would serve to keep the cost of the program within rea- 
sonable bounds. 

Based upon many years of study and consideration, the committee 
came to the following conclusions: 

1. There was an urgent need for immediate legislative action to relieve 
local taxing authorities from unjustified and inequitable burdens and 
hardships which have been imposed upon them as the result of large- 
scale Federal acquisition of various types of property which has op- 
erated to remove such property from the local tax rolls. 

2. Because of the extremely complex nature of the subject and the 
many variables which are involved, it is not possible to devise a 
comprehensive program which will operate in a fair and equitable 
mainer, and which is not likely to involve huge expenditures of 
Tederal funds and possible “windfall” payments to communities which 
have actually been benefited rather than harmed by the presence of 
Federal installations. 

The only equitable type of program which is possible is one in 
which payments are based upon individual cases and situations as 
they are presented and documented, and as information relative to 
each situation is compiled, evaluated, and assessed on its merits. 

It was the committee’s sincere conviction that S. 4183 would au- 
thorize the beginning of a program which was reasonable and logical] 
ane would enable the systematic compilation on a case-by-case basis 
of information relative to the needs of each community in which Fed- 
eral property is located. The administrative board established by 
the bill would have been required to report to the Congress concerning 
its activites every 6 months; and the comprehet nsive report required 
to be submitted within 2 years, based upon the cases adjudicated by 
it and the field studies conducted with respect to other types of cases, 
would have furnished the Congress with a solid foundation upon 
which further policy determinations might be based. 

Senators Mundt and Martin of Iowa filed minority views in which, 
while agreeing that there was urgent need for legislative action to 
relieve local taxing authorities from certain types of burdens and 
hardships imposed upon them as the result of large-scale Federal 
acquisition of various types of property, they expressed the view that 
the committee bill, S. 4183, would not accomplish this objective for the 
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following reasons: (1) That the Congress did not have the requisite 
information upon which to act at this time; (2) that the bill was dis- 
criminatory in that it would benefit certain urban communities without 
affording any relief to the large majority of hard-pressed local taxing 
authorities, especially in rural communities; (8) that the bill failed 
to provide for effective congressional review; (4) that it failed to 
provide any criteria which the Federal board would be required to 
follow in determining whether a local taxing authority had demon- 
strated hardship; and (5) that it would enable communities which 
had exerted much effort and pressure to obtain Federal installations 
to obtain payments from the Federal Government because of the pres- 
ence within their boundaries of such installations. 

The minority proposed an amendment in the nature of a substitute 
which would have established a Federal interdepartmental commis- 
sion, headed by the Director of the Bureau of the Budget and com- 
posed of representatives of the Departments of Defense, Justice, In- 
terior, Agriculture, the Office of Defense Mobilization, the Adminis- 
trators of the General Services Administration, the Veterans’ Admin- 
istration, and of such other agencies as the President might deem 
advisable. This Commission would have been required to make a 
comprehensive study of all existing legislation dealing with payments 
hy the Federal Government of taxes, or in lieu of taxes, and special 
assessments, as well as payments made pursuant to revenue-sharing 
agreements, grants-in-aid, and other related programs where some 
Federal responsibility might exist, in either rural areas or urban com- 
munities. ‘The Commission would have been required to submit to the 
President, for transmittal to the Congress, on or before March 1, 
1957, a comprehensive report detailing its findings with respect to the 
nature and effect of previous enactments and its recommendations con- 
cerning the extent, if any, to which there is need for new legislation to 
provide additional financial assistance uniformly and under like cir- 
cumstances to State and local governments to relieve hardship incident 
to the tax-exempt status of Federal property, with specified formulas 
and criteria for application of the program. 

It was the position of the minority that only by a study such as was 
contemplated by the substitute amendment would the Congress be 
furnished with the information it needs to enable it to legislate prop- 
erly, intelligently, and comprehensively, or to determine the probable 
cost of such a program. 

Senator McCarthy filed individual views in support of the substitute 
amendment on the ground that it provided a much more realistic ap- 
proach to the solution of the spoh lene than was offered by the com- 
mittee bill. 

S. 4183 was called up for debate on July 27, 1956, the last night of 
the second session of the 84th Congress. Following several hours of 
debate, the bill was temporarily set aside as the pending order of busi- 
ness in order to enable the transaction of certain priority business. 
Due to the press of other matters, sufficient time was not available for 
further consideration prior to adjournment. 

S. 4196 (McClellan and McCarthy), to provide for the adjustment 
of the legislative jurisdiction exercised by the United States over 
land in the several States used for Federal purposes.—This bill, which 
was drafted and submitted to the committee by the Department of 
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Justice, would have empowered the head or other authorized officer of 
any department or agency of the United States, in such cases and at 
such times as he might deem desirable, to relinquish to the State in 
which any lands or interests therein under his j jurisdiction, custody, or 
control are situated, all, or such portion as he might deem desirable for 
relinquishment, of the jurisdiction theretofore acquired by the United 
States over such lands, reserving to the United States such concurrent 
or partial jurisdiction as he might deem necessary. Relinquishment 
of jurisdiction under this act was to be made by the filing with the 
Governor of the State in which the land is situated notice of such re- 
linquishment or in such other manner as may be prescribed by the laws 
of such State, and was to take effect upon acceptance by the State or, if 
there was in effect in the State a general statute of acceptance not speci- 
fying the means thereof, upon the day immediately following the date 
upon which such notice of relinquishment is filed. 

The bill further provided that the heads of any department or 
agency of the United States or such other officer duly authorized by 
him would be authorized to issue all needful rules and regulations for 
the Government of the Federal property under their charge and con- 
trol, and to annex to such rules or regulations such reasonable penalties, 
which would insure their enforcement. 

Whenever it is deemed economical and in the public interest, author- 
ization would be provided to utilize the facilities and services of exist- 
ing Federal law-enforcement agencies, and, with the consent of any 
State or local agency, the facilities and services of such State or local 
law-enforcement agencies, to enforce any regulations promulgated 
under the authority of the Act. 

Other related sections of this bill provided the General Services Ad- 
ministration with authority to detail such special policemen as are 
necessary for the protection of Federal property under its charge or 
control of such department or agency. It also authorized the U nited 
States commissioner to try persons committing petty offenses in any 
place over which the Congress has exclusive power to legislate or over 
which the United States has concurrent or partial jurisdiction, or 
which is under the charge and control of the United States and within 
the judicial district for which such commission was appointed. 

After the introduction of S. 4196, the chairman sent an explanatory 
letter to the governors and attorneys general of the various States 
requesting their comments and recommendations. Similar letters 
were also sent to all interested Federal agencies as well as the Coun- 
cil of State Governments and the National Association of Attor neys 
General. 

To date answers have been received by the committee from 23 State 
governors and from 29 State attorneys general. With but a single 
exception, all State officials replying to this request endorsed the bill 
in principle, and recommended favorable committee consideration. 
At the suggestion of several of the governors, final action on the bill, 
as introduced, was held up until a study which was undertaken by the 
drafting committee of the Council of State Governments becomes 
available, so that consideration may be given to certain perfecting 
amendments. A summation of these comments and recommendations 
of these State officials was included in a staff memorandum (staff 
memorandum No. 84-2-43, November 7, 1956), and submitted to 
members of the committee for their information. 
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It is proposed that a revised committee bill be introduced in the 
g5th Congress to conform to the recommendations of the Council of 
State Governments, State officials, and the various Federal agencies 
affected. 

S. 3444, to provide for the establishment of Federal-State land- 
study commissions in the several States.—This bill was introduced in 
the Senate on March 13, 1956, and referred to this committee. Sena- 
tor Long, who sponsored the proposal, later requested that this com- 
mittee be discharged from further consideration of S. 3444 and that 
it be re-referred to the Committee on Interior and Insular Affairs, 
since a subcommittee of that committee of which he was chairman 
had made extensive studies into this area of Federal-State relations. 
Accordingly, the motion was made and agreed to in the Senate on 
March 19, 1956. 

GENERAL SERVICES 


The following bills, relating to the operations of the General Services 
Administration, in the fields of surplus-property disposals, records 
management, and other areas were considered by the committee, and 
actions taken as indicated. 


Surplus-property disposals—general legislation 

H. PR. 3322 (S. 1004), to amend the Federal Property and Adminis- 
trative Services Act of 1949 so as to improve the administration of 
the program for the utilization of surplus property for educational and 
public health purposes.—S. 1004 was introduced by the chairman, and 
cosponsored by 21 Senators, on February 8, 1955, for the purpose of 
amending section 203 of the Federal Property and Administrative 
Services Act, to assure that surplus personal property procured or 
carried in a working capital or revolving fund not be sold until it has 
been determined that such property is usable and necessary for educa- 
tion, public health, or research purposes. 

An identical bill, H. R. 3322, was introduced in the House of Repre- 
sentatives on January 31, 1955. Hearings were held by the Special 
Subcommittee on Donable Property of the House Committee on Gov- 
ernment Operations on February 15, 17, and 21,1955. The bill (H. R. 
3322) was reported with amendments on March 14, passed the House 
of Representatives on March 17, 1955. Hearings were held by the 
Senate committee on April 21, 1955, and, after further consultation 
with representatives of the affected agencies the bill was reported, with 
amendments on May 17, 1955 (S. Rept. 351). 

The bill, as amended, provided that surplus personal property pro- 
cured or accounted for in a working capital or revolving fund by any 
agency of the Government shall not be disposed of until a determina- 
tion is made as to whether it is.usable and needed for education, 
health, or research purposes, and if it is determined that the property 
is usable for such purpose it shall be donated in the same manner 
as property which was procured from the regular annual appropria- 
tions; that the appropriate agency requesting such surplus property 
shall submit an official certification to the Federal Government that 
it is usable and needed for health, education, or research use, and 
allocation shall not be made until the Secretary of Health, Education, 
and Welfare has determined that such agency has conformed to mini- 
mum standards for operation. ’ 
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The bill further provides that the Secretary of Health, Education, 
and Welfare may impose reasonable terms, conditions, and restrictions 
on the use or resale of any single item of property with an acquisition 

cost of $2,500 or more; authorizes the Secretar y of Health, Education, 
and Welfare to enter into cooperative agr eements with State agencies; 
and requires the Secretary to transmit a report of surplus property do- 
nations to the Senate and House of Representatives at the end of each 

calendar quarter of each year. The amended bill passed the Senate on 
May 19, 1955, the Senate amendments agreed to by the House on May 
23, and was approved as Public Law 61 on June 3, 1955. 

IH. R.7227 (S. 1527, 8. 3693) , to amend further the Federal Property 
and Administrative Services Act of 1949, as amended, to authorize the 
disposal of surplus property for civil de fense purposes.—This bill au- 
thorizes the disposal of surplus property for civil-defense purposes, 
and provides that certain surplus property be disposed of to State and 
local civil defense organizations established by State law. Under these 
proposals civil defense was afforded comparable consideration as a 
donee for surplus property as is presently given to health and educa- 
tion, under the supervision of the Secretary ‘of Health, Education, and 
Welfare. Hearings were held by the Subcommittee on Reorganiza- 
tion, on June 7 7, 1956, and on the recommendations of the subcommittee, 
H. R. 7227 was reported to the Senate, with an amendment in the na- 
ture of a substitute on June 19, 1956. The bill, as amended, became 
Public Law 655 on July 3, 1956. (For full details see report of Sub- 
committee on Reorganiz: ation, p. 79.) 

S. 614, to amend the Federal Property and Administrative Services 
Act of 1949, as amended, to authorize the Administrator of General 
Services to donate certain property to the American National Red 
Cross.—The purpose of this bill is to make possible the return to the 

ted Cross, for charitable purposes, of surplus personal property, in- 

cluding Government- owned blood fractions originally derived from 
blood collected and processed by the Red Cross, under regulations 
prescribed by the Administrator of General Services. Its provisions 
would permit the Government to make the decision as to whether any 
such property should, in the best interest of the Government, be re- 
turned to the Red Cross. 

The approval of S. 614 had the effect of reenacting a similar provi- 
sion of law contained in section 11 (f) of the Surplus Property Act of 
1944. Officials of the Red Cross assured the committee that there was 
no desire on its part to obtain the return of any property which had 
been processed, produced, or donated to the F ederal Government, un- 
less it was definitely determined that it was surplus to the needs of the 
Government. The reenactment of this provision was considered to be 
in the public interest, since it enables the Red Cross to regain posses- 
sion of property it had previously donated to the Gover nment to pre- 
vent it from being sold to private interests and then resold as surplus 
to the American people, who contributed it in the first instance. 

The a was reported on May 5, 1955 (S. Rept. 271), passed the Sen- 
ate May 9,1955. It was amended (H. Re pt. 1040) 3 passed by the 
House of Scab itives July 18, 1955. The Senate agreed to House 
amendments on July 19, and the bill became Public Law 200 on August 
1, 1955. 
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S.2116, to amend the Federal Property and Administrative Services 
Acto 1949, as amended, to provide that Government surplus property 
may be donated to 4-H Clubs for the construction, equipment, and op- 

eration of camps and centers.—This bill authorized the Administrator 
of General Services to donate at his discretion, to 4-H Clubs, without 
cost, surplus equipment, materials, or other supplies which would be 
usable ¢ and necessary for the construction, equipment, and operation of 
4-H Clubs, camps, and centers. The determination as to whether such 
surplus property is usable and necessary for such purposes, and the 
allocation thereof for transfer by the Administrator of General Serv- 
ices to 4-H Clubs, would be made by the Secretary of Health, Educa- 
tion, and Welfare. 

The committee considered the inclusion of 4-H clubs and other 
similar organizations in the donable property program when it held 
hearings on H. R. 3322 which became Public Law 61, and on H. R. 

7227 which became Public Law 655 (see pp. 22 and 79). No action 
was taken on S, 2116, since the committee reaflirmed its previous posi- 
tion, that if 4-H clubs were made eligible to receive surplus property 
by donation, many other worthy State and community organizations 
eal demand eligibility, which would tend to decrease the amount 
of such property that would be available for health and educational 
purposes to such an extent that the entire program might be jeopar- 
dized, and that broadening the group of donees to include 4-H clubs, 
State agencies and municipalities, would create administrative prob- 
lems which would lead to abuses and competition among the various 
donees. 

S. 1156, to relieve States, subdivisions, and instrumentalities thereof, 
and certain educational institutions of liability to the United States 
for the value of certain aircraft acquired by them under the Surplus 
Property Act of 1944, as amended, and for other purposes.—This bill 
provided for relieving States and political subdivisions thereof, in- 
cluding schools and educational institutions, from any liability regard- 
ing the use, care, or disposal of surplus property conveyed to ‘them 
pursuant to the Surplus Property Act of 1944. Under the provisions 
of this bill the authority would be retroactive to the time of convey- 
ance, thereby making it possible for those donees who have not com- 
plied with the restrictions or limitations imposed on the use of prop- 
erty, to be relieved, whereas in those instances where a State or 
educational institution has complied, no relief or credit would be 
afforded. 

The committee considered this bill and concluded that inasmuch as 
provisions of a similar import were incorporated in H. R. 3322, as 
amended, which became Public Law 61, no action was necessary on 
this measure. ‘This action was in accord with the recommendations 
of the General Accounting Office and other affected agencies. 

S. 3348, to amend the Federal Property and Administrative Services 
Act of 1949 to permit the disposal of certain surplus property to State 
defense forces.—This bill would permit the donation of surplus uni- 
forms, clothing, equipment, and materials under the control of the 
Secretary of Defense, to State defense forces. 

Reports and recommendations were requested of the Director of 
the Bureau of the Budget and the Administrator of General Services 
on March 7, 1956. Agency comments were not received prior to 
adjournment, and no action was taken on the bill. 
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H. R. 7855, to extend until July 31, 1958, the period during which 
disposals of surplus property may be made by negotiation.—The bill 
proposed to extend, until July 31, 1958, the authority of the Admin- 
istrator of General Services to dispose of surplus property by negotia- 
tion, rather than by advertising, when it is determined that adver- 
tising will not facilitate disposal, and that disposal by negotiation will 
further the public interest. This authority originally was contained 
in the Surplus Property Act of 1944, as amended, and continued under 
the Federal Property and Administrative Services Act of 1949, until 
December 31, 1950. At the request of the Administrator of General 
Services and on recommendation of this committee, the authority has 
been extended for various periods since that date. Full details re- 
garding committee consideration and action on H. R. 7855 is included 
in the Activities Report of the Subcommittee on Reorganization, 
page 80. On recommendation of the subcommittee, the bill was re- 
ported favorably on June 11, 1956 (S. Rept. 2199), passed the Senate 
on June 18, and was approved as Public Law 971 on August 3, 1956. 

Prior to the expiration of the negotiating authority, | under pre- 
vious extensions which expired on June 00, 1! N55 », Government agencies 
submitted 155 separate proposals during the 83d Congress and 68 
during the Ist session of the 84th Congress (36 by the GSA) for the 
disposition of surplus Federal property, for committee consideration. 
Since the authority was further extended under Public Law 971, 19 
additional proposals have been filed. Details relative to committee 
actions on these disposals are included under the section of this report 
entitled “Negotiated Sales of Surplus Property,” at page 46. 

S. 1799 (S. 2668, H. R. 7855), to amend section 203 (f)” of the Fed- 
eral P rope rty and 2 Administrativ e Services Act of 1949, as amended.— 
The bill S. 1799 proposed to amend the Federal Proper ty and Adminis- 
trative Services Act of 1949, as amended, so as to authorize any execu- 
tive agency, subject to regulations of the Administrator of General 
Services, to dispose of any surplus personal property to any State, Ter- 
ritory, or possession, or to any political subdivision thereof or any tax- 
supported agency therein, at a price fixed by such executive agency or 
determined by negotiation. This bill was superseded by a bill sub- 
mitted to the committee (S. 2668) by the Administrator of General 
Services, which would extend the authority to negotiate the sale of 
surplus property on a permanent basis, and later ‘by the companion 
House bill, H. R. 7855, providing for temporary extension to July 31, 
1958, which became Public Law 971. Further details are set forth in 
the report of the Subcommittee on Reorganization, page 80. 

S. 2591 (S. 2247, 8S. 2367), amending section 602 of the Federal Prop- 
erty “nl dite be pnitiine Services Act of 1949 with respect to the uti- 
lization and disposal of excess and surplus property under the control 
of executive agencies.—The purpose of this bill was to vest in the Ad- 
ministrator of General Services exclusive authority with respect to the 
utilization and disposal of excess and surplus property, real and per- 
sonal, which is under the control of any executive agency except as 
specifically provided therein. The bill would give the President the 
power to make such specific exemptions as he deems necess: ry in the 
public interest. The bill was referred to the Subcommittee on Reor- 
ganization, and details regarding subcommittee action is covered in its 
report on page 81. On recommendations of the subcommittee, the bill 
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was reported to the Senate on July 28, and passed the Senate on July 
30,1955. It was referred to the House Committee on Government Op- 
erations on January 9, 1956, but that committee took no further action. 


Federal property management 

S. 3843, to adjust the application of section 322 of the so-called E'con- 
omy Act of 1932 to premises leased for Government purposes.—The 
purpose of the bill, introduced at the request of the Administrator of 
General Services, was to simplify the making and administration of 
leases for the rental of premises for governmental purposes in the 
light of changes in circumstances which have occurred since 1933, when 
certain affected provisions of law were enacted. 

The act of June 30, 1932, prohibited the Government from paying 
a rental for leased premises in excess of 15 percent of the fair market 
value of such anal premises, and limited the expenditure for altera- 
tions, improvements or repair thereof to no more than 25 percent of 
the amount of the rent for the first year. Subsequently, the act of 
March 3, 1933, exempted annual rentals amounting to $2,000 or less 
from the 15 percent rental limitation in order to avoid the dispropor- 
tionate expense and difficulty involved in appraising and determining 
the fair market value of small properties for this purpose. S. 3843 
would have raised this exemption from $2,000 to $5,000, which the 
Administrator of General Services reported was necessary in order 
to continue to avoid unnecessary appraisal expenses since statistics in- 
dicate that $5,000 today will rent approximately the same amount of 
space as did $2,000 in 1933. 

In 1942, exemptions from both the rental and alterations limitation 
were granted to the Secretaries of the Army and the Navy on certifi- 
cation by them that the property was needed or vital to the prosecution 
of the war. The purpose of the exemption was to avoid the delay, dis- 
proportionate expense and difficulty involved in appraising and deter- 
mining the fair market value of small properties needed for this pur- 
pose. Section 2 of S. 3843 would have extended this authority to the 
Administrator of General Services. 

The committee amended the bill by striking out section 2, which 
would have extended to the Administrator of General Services the 
same authority as is presently vested in the Secretary of the Army 
and Navy to exempt leases from statutory limitations during a na- 
tional emergency, on the basis that there was no need for this authority 
until an emergency arose, at which time legislation granting such 
authority could be submitted to the Congress. The bill, as reported 
on June 11, 1956 (S. Rept. 2198), would have raised the application 
of the limitation from $2,000 to $5,000 for rental and alteration of 
premises for Government use. 

The bill passed the Senate on June 14, 1956, and was referred to 
the House Committee on Government Operations, where no action 
was taken prior to adjournment. The Administrator of General Serv- 
ices has informed the committee that this proposal will be resubmitted 
as a part of the legislative program of GSA for 1957. 

Senate Resolution 27, providing that the Committee on Govern- 
ment Operations, or authorized subcommittee thereof, shall be author- 
ized and directed to conduct a full study of the leasing of space or 
buildings by Federal agencies to the extent to which such space is 
being utilized. —The agencies engaging in these activities reported that 
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the resolution would not provide any authority in addition to that 
which is already vested in the committee, and its adoption would have 
only the effect of directing the committee’s efforts toward this particu- 
lar study. The Department of Defense reported that the objectives of 
the resolution would duplicate in part the studies of the Armed 
Services Committees, which review lease proposals for the Army, 
Navy, and Air Force, in accordance with title VI of the act of Sep- 
tember 28, 1951 (65 Stat. 336). 

The GSA, in response to a request from the Senate Appropriations 
Committee, ‘has compiled an inventory of Federal real property, a 
summary of which has been printed (S. Doc. 32 and S. Doe. 100, 
84th Cong.), and the GSA has taken the necessary steps for maintain- 
ing the inventory on a current basis in the future. Copies of the 
complete inventory of all Federal property owned by the Federal 
Government within and outside the United States were also filed with 
this committee, by States and by Federal agency. The House Com- 
mittee on Government Operations has also compiled a report covering 
the real-property holdings of the United States (H. Rept. 1930). 

The committee, therefore, took no action on the resolution. 

S. 3291 (S. 1863) to provide for the demolition and removal of tem- 
porary buildings erected in the District of Columbia since the begin- 
ning of World War I, and for the substitution thereof of permanent- 
type facilities constructed under the Public Buildings Purchase Con- 
tract Act of 1954.—S. 1863 was filed during the first session of the 
84th Congress, with a view to expediting the demolition of all tempo- 

rary Federal office buildings erected in the District of Columbia since 

the beginning of World War I, and the dispersal of various Federal 
departments “and agencies to nearby Maryland in permanent-type 
buildings to be constructed under contracts entered into pursuant to 
the Public Buildings Purchase Contracts Act of 1954. 

After consultation with the Bureau of the Budget, the General 
Services Administration and the Bureau of the Budget, the staff 
redrafted the measure, incorporating proposed perfecting amend- 
ments. (Staff Memorandum No. 84-2-3, dated January 11, 1956.) 
The original sponsor introduced the amended version, S. 3291, as a 
clean bill. 

The Administrator of General Services would be authorized 
to take the necessary action to accomplish (1) the demolition and 
removal of all tempor: ary Federal office buildings erected in the Dis- 
trict of Columbia since the beginning of World War I, which are now 
used to provide office facilities and other activities of the Federal 
Government; and (2) the construction, under contracts executed 
either pursuant to the Public Buildings Purchase Contract Act of 
1954, or by direct appropriation, of such permanent-type structures 
as may be required to provide office space for assignment to depart- 
ments and agencies in lieu of that provided by the temporary build- 
ings to be de molished and removed. The Administrator would have 
been required to take whatever action might necessary to ac complish 
these objectives at the earliest possible date, but not later than 5 years 
after enactment. 

Since the Administrator of General Services already possessed much 
of the authority which this bill would have conferred upon him, pro- 
vided his proposals were approved by the Public Works Committees 
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of both Houses of Congress, pursuant to the provisions of the Public 
Buildings Purchase Contract Act of 1954, or by direct appropriation 
authority, the committee concluded that approval of S. 3291 would, 
in effect, duplicate existing legislation and would merely constitute 
general congressional endorsement of such a program, without review 
by the appropriate committees. Accordingly, action on the bill was 
postponed indefinitely, pending an examination of the progress being 
made in this area by the Administrator of General Services, pursuant 
to existing authority. 

S. 3700, authorizing the Administrator of General Services to 
transfer certain property to the District of Columbia and to the De- 
partment of the Interior to be available for park and recreational 
purposes, including the construction of a national athletic stadium.— 
This bill provided that, whenever the Attorney General determined 
that all or any part of the site of the National Training School for 
Boys located in Northeast Washington, District of Columbia, was 
excess to the needs of the Department of Justice, such fact shall be 
reported to the Administrator of General Services, who shall in turn 
notify only the Commissioners of the District of Columbia and the 
Secretary of the Interior; and that if, at any time within 6 months 
after the date of such notification, applications are made for transfer 
of the property to these agencies, it shall be transferred without con- 
sideration, with the advice of the National Capital Planning Com- 
mission, such property to be reserved for the construction of a national 
athletic stadium and related facilities. The bill further provided that 
any portion of the property not disposed of in accordance with the 
provisions of the bill within 3 years after the date of enactment shall 
be disposed of in accordance with the provisions of the Federal Prop- 
erty and Administrative Services Act of 1949. 

In view of the fact that other legislative proposals and studies 
dealing with both the disposition of the present site of the National 
Training School for Boys and the construction of a municipal stadium 
were pending before various other committees of the Congress, and 
at the suggestion of the Bureau of the Budget, the committee deferred 
action on S. 3700. 


Records management 


House Joint Resolution 330 (Senate Joint Resolution 81), to pro- 
vide for the acceptance and maintenance of Presidential libraries and 
jor other purposes.—The purpose of these joint resolutions was to 
authorize the Administrator of General Services to accept, for deposit, 
the papers, documents, and other historical materials of any President 
or former President of the United States, whenever the Administra- 
tor deems it to be in the public interest. The objective was to make pos- 
sible an effective and systematic procedure for the preservation and 
use of Presidential papers when accepted by the Administrator of 
General Services as gifts to the United States for the purpose of es- 
tablishing an archival depository. It would enable the President and 
former Presidents of the United States to plan for the preservation of 
their papers at the place of their choice, under agreements which would 
insure that the Government would make adequate provision for re- 
ceiving, preserving and administering them within necessary and ap- 
propriate restrictions which recognize and protect the President’s 
rights. 
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This legislation not only enables the Government to acquire v: aluable 
collections of historical materials and property without cost, but makes 
possible the housing within one establishment, of all types of materials 
relating to the history of a President and his administration, which 
should stimulate interest and research in American history. 

H. J. Res. 330 was reported in the House on June 29, 1955 (H. Rept. 
998), with amendments, and approved by the House July 5, 1955. It 
was reported to the Senate on July 28, 1955 (S. Rept. 1189), with clari- 
fying amendments, passed the Senate July 30, the House agreed to the 
Senate amendments on August 1, and was approved as Public Law 
373 on August 12, 1955. 

S. 1007, to establish a central statutory depository for agreements or 
compacts between the several States—The purpose of this bill was to 
satablish a central statutory depository for agreements or compacts 
between the several States, for proper preservation and for servicing 
by the Archival Service of the General Services Administration. It 
also further implemented the purposes of Reorganization Plan No, 
20 of 1950, which transferred from the Secretary of State to the Ad- 
ministrator of General Services functions having no connection with 
the conduct of foreign affairs, in order to establish a centralized rec- 
ords management service. The bill is permissive and not mandatory, 
and its primary objective is to aid the States by providing a central 
governmental depository for such compacts and agreements, and a 
medium through which appropriate inquiries may be cleared. 

This bill, which was introduced in the Senate by the chairman at 
the request of the Administrator of General Services, was reported to 
the Senate on May 5 (S. Rept. 272) and passed the Senate on May 9, 
1955. A companion measure, H. R. 3758, was reported in the House 
on May 18, 1955, the Senate bill passed in lieu on July 5, and S. 1007 
became Public Law 148 on July 21, 1955. 

H.R. 10417 (S. 3607), to amend the Federal Re gister Act so as to 
provide for the effectiveness and notice to the public of proclamations, 
orders, regulations, and other documents in a period following an at- 
tack or threatened attack upon the continental United States —The 
Senate version of this bill, S. 3607, was introduced by the chairman.at 
the request of the Department of Justice. The purpose of the bill was 
to provide statutory authority for the promulgation, filing or publica- 
tion of certain official documents, which are required by law to be filed 
with the Federal Register Division of the National Archives Establish- 
ment and published in the Federal Register, in the event of a deter- 
mination by the President that an attack or threatened attack on the 
continental United States, by air or otherwise, would m: ike compliance 
impracticable or would fail to give the public appropriate notice of the 
contents of such docuntents. 

The bill sought to accomplish this objective by authorizing the 
President, after making such determination, to (1) ee: all or 
part of the legal requirements for promulgating, filing, or publishing 
such documents; and (2) establish such alternate systems for promul- 
gating, filing, or aibtohinn such documents, including requirements 
relative to their effectiveness or validity, as may be deemed prac- 
ticable, to provide public notice of the issuance and contents of such 
documents. In establishing such systems, the President would be 
authorized to provide, without limitation, for the use of regional or 
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specialized publications or depositories for documents, or of the press, 
radio, or similar mediums of general communication. Suspensions of 
law authorized would remain in effect until revoked by the President 
or by concurrent resolution of the Congress, and compliance with the 
alternate systems would have the same force and effect as filing with 
the Division or publication in the Federal Register pursuant to exist- 
ing legal requirements. Finally, if deemed practicable by the Presi- 
dent, each agency would be required to preserve the original and two 
duplicate originals or certified copies thereof of all documents pro- 
rmoulgated under such alternate systems, for filing with the Federal 
Register Division. 

The need for this legislation arose out of the fact that under then 
existing law certain classes of official documents were required to be 
filed with the Federal Register Division of the National Archives 
establishment. Although compliance with these requirements was 
made mandatory upon all executive branch departments and agen- 
cies and, in some instances, was a prerequisite to the effectiveness of the 
documents concerned, none of these statutes permitted the suspension 
of these requirements in an emergency situation in which compliance 
would be either impossible or impracticable. The classes of official 
documents concerned included (1) all Presidential proclamations and 
Executive orders, except those which were not of general applica- 
bility and legal effect, or were effective only against Federal agencies 
and officers; (2) all documents or classes of documents determined by 
the President to have general applicability and legal effect; (3) all 
documents or orders which prescribe a penalty; (4) except to the ex- 
tent that they require secrecy or relate to the internal management 
of an agency, all substantive rules and regulations of agencies, and all 
agency requirements relating to formal and informal procedures; 
and (5) documents required to be so published by an act of Congress. 

The House Committee on the Judiciary reported an identical com- 
panion bill, H. R. 10417 (H. Rept. 2143), with an amendment, on 
May 9, 1956, which passed the House of Representatives on May 21, 
1956. This committee substituted the bill as passed by the Honse for 
S. 3607 and reported it favorably on June 11, 1956 (S. Rept. 2196). 
The bill passed the Senate on June 14 and became Public Law 619 on 
June 25, 1956. 

S. 2364 (S. 1928), to centralize records management controls.—This 
proposal was introduced originally as S. 1928 at the request of the 
Administrator of General Services. It was later superseded by a com- 
mittee bill, S. — which was drafted by the Subcommittee on Reor- 
ganization. S. 2364, as amended by the subcommittee, was reported 
in the pena on July 28 (S. Rept. 1182) and passed the Senate on 
July 30, 1955. It was sence in the House on March 13, 1956 
(H. Rept. 1874), but failed of final passage in the House. Complete 
details regarding subcommittee action will be found on page 82. 

S. 1005, to amend the Federal Property and Administrative Services 
Act of 1949, as amended, and for other purposes.—This bill was intro- 
duced by the chairman at the request of the Administrator of General 
Services as part of the GSA legislative program for 1955. The bill 
would enable the heads of Federal agencies to authorize the destruc- 
tion of records in their custody or in the custody of certain contractors, 
both within and outside the continental United States, when their 
retention would imperil the security or be prejudicial to the interest 
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of the United States, either in time of war or upon the threat of hostile 
action at the place where records are located. Subsequent to such 
destruction of records, the bill required that a written report be made 
to the Administrator of General Services by the head of the agency 
in whose custody such records are located, in accordance with regula- 
tions issued by the Administrator. 

The bill would also amend the Contract Settlement Act of 1944 to 
authorize war contractors to destroy records within the terms of that 
act, regardless of any provisions in the individual contracts as to the 
length of time such records should be kept. 

The objective of the bill was to aid war contractors who find them- 
selves saddled with tons of records relating to war contracts, and to pre- 
vent important records from falling into the hands of an enemy in a 
uational emergency. The amount of storage space required by the 
contractors as well as the Government for these records is costly in 
terms of space, planning, and operation. 

Some of the departments and agencies affected by the provisions of 
this bill have submitted reports suggesting certain amendments (Staff 
Memo No. 84-1-14; also p. 25, S. Rept. 4, 84th Cong.). The Atomic 
Energy Commission, the Department of State, and the Bureau of the 
Budget recommended that the committee give favorable consideration 
to the bill. 

In view of the importance of this legislation and its proposed 
changes in top-level policy, the committee determined that hearings 
would be necessary in order to insure that all the facts would be 
developed before final action was taken, but pressure of other com- 
mittee business prevented action before adjournment. The Admin- 
istrator of General Services has informed the chairman that this pro- 
posed legislation will be resubmitted to the 85th Congress as a part 
of the GSA program for 1957. 

S. 4064, to authorize and direct the Administrator of General Serv- 
aces to donate to the Philippine Re public certain records captured 
from insurrectos during 1899-1903.—This bill authorized and directed 
the Administrator of General Services to transfer to the Government 
of the Republic of the Philippines certain records which were cap- 
tured from the Philippine insurgents by the United States forces 
during the period 1899-1903. 

The bill further provides that these records be transferred from the 
National Archives after they have been microfilmed by the United 
States, and released without reimbursement or transfer of funds. 
The cost of microfilming and transportation to Manila was to be borne 
by the United States, but in any event not to exceed $35,000. 

Comments and recommendations were elicited from the General 
Services Administration, Department of State, and the Bureau of the 

sudget. None of the agencies replied prior to adjournment, and 
after consultation with the sponsor and in the absence of agency com- 
ment, the committee postponed action on the bill. 


Procurement contracts 

S. 3037, to amend the Federal Prope rty and Administrative Serv- 
aces Act of 1949, as amende d.to prevent the allocation of procurement 
contracts to certain dé signate d ge ographic al areas, and tor other pur- 
poses.—S. 3037 prov ided for ame nding section 302 (c) of the Federal 
Property and Administrative Services Act, and section 2 (c) of the 
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Armed Services Procurement Act of 1947 to prevent the negotiation 
of contracts for the procurement of goods and services without adver- 
tising because of any determination that a labor sur plus exists within 
any geographical area or because an area has been designated a disas- 
ter area. 

The bill further provides that no program for the procurement of 
goods and services shall contain any earns for the allocation of 
all or any portion of the contracts to be awarded thereunder to con- 
tractors conducting business operations within any geographical area 
because of surplus labor in the area or in an area designated as a 
disaster or economically distressed area. 

The Department of Defense, Bureau of the Budget, Departments of 
Labor and Commerce, and the General Accounting Office recom- 
mended against enactment of this legislation, and the committee took 
no action prior to adjournment. 

A somewhat similar bill, H. R. 8710, was approved by the House of 
Represent atives on February 20, 19% 56, referred to the Senate Armed 
Services Committee, where no action was taken. 

Federal surplus preperty disposals—-special legislation 

The following bills relating to the disposal of surplus real property 
which ree special author ity from the Congress were approved or 
considered by the committee. 

Action on legislation providing authority to Federal agencies for 
disposition of surplus property, real and personal, under which title 
some of these properties could have been trs :nsferred, expired on June 
30, 1955, making special legislation necessary. The negotiating au- 
thority was extended during r the $4th C ongress to July 31,1958. (See 
H. R. 7855, pp. 24 and 80.) 

S. 2277, authoriz ‘ing the {dministrator of General Services to convey 
certain land to the city of Siouw Falls, S. Dak., for park and recrea- 
tional purposes, for an amount equal to the cost to the United States of 
ace quir ing such lands fr om the city.- —This bill authorized and directed 
the Administrator of General Services to convey about 20 acres of un- 
improved land, declared excess to the needs of the Veterans’ Adminis- 
tration, to the city of Sioux Falls, S. Dak., for park and recreational 
purposes, for an amount equal to the cost to the United States of ac- 
quiring such lands from the city. 

On the recommendation of the Veterans’ Administration, the com- 
mittee amended the bill by requiring the Administrator to insert in 
the conveyance a requirement that the land be used for park and recre- 
ational purposes in a manner which in the judgment of the Adminis- 
trator of Veterans’ Affairs will not interfere with the care and treat- 
ment of patients in the Veterans’ Administration hospital. The bill 
further provided that in the event the property conveyed ceases to be 
used for this purpose, all right, title, and interest therein shall revert 
to the United States. 

The bill was reported on July 19 (S. Rept. 1020), passed the Senate 
on July 22, was approved by the House on July 30, and became Public 
Law 282 on August 9, 1! 55. 

House Joint Resolution 276, to authorize the Texas Hill Country 
Development Foundation to convey certain land to Kerr County, 
Zex.—This joint resolution authorizes the conveyance of approxi- 
mately 90 acres of unimproved land situated in Kerr County, Tex., 
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heretofore conveyed by the United States to the Texas Hill Country 
Development Foundation pursuant to Private Law No. 480, 83d 
Congress, by said foundation to Kerr County, Tex., subject to the 
same terms, conditions, and restrictions which were inc orporated in 
the original conveyance by the United States by deed executed 
February 1, 1955. 

Pursuant to the authority of Private Law 480, 83d Congress, the 
land covered by this resolution was authorized to "be conv eyed to the 
Texas Hill Country Development Foundation in consideration of the 
payment of $16,500, under a conditional deed of conveyance providing 
that the property be used for the promotion of agriculture for a per iod 
of 25 years. The act further provided that in the event such property 
ceased to be used for this purpose, it would revert to the United 
States. 

While the general provisions of law permit releases from such 
conditions and restrictions on real property transferred to certain 
nonprofit organizations, there is no provision of law which would 
authorize the Government to remove the restrictions when the property 
is transferred pursuant to private law. 

The resolution was reported in the House, with amendments, on 
June 30, 1955 (H. Rept. No. 1041), passed the House July 18, reported 
in the Senate July 28 (S. Rept. No. 1187), passed the Senate July 30, 
and became Public Law 291 on August 9, 1955. 

H. R. 482, to provide for the conveyance of a portion of the former 
O’Re illy Ge naneal Hospital, Springfield, Mo.. to the State of Missouri. 
and for other purposes.—This bill, as amended, authorized and di- 
rected the Administrator of General Services to convey about 16.5 
acres of unimproved surplus land to the State of Missouri, without 
monetary consideration, upon certification by the Secretary of De- 
fense and the Governor of Missouri that the property is needed for the 
training and support of the Missouri National Guard. 

The bill further provided that the deed of conveyance expressly 
reserve to the United States all mineral rights, possession of the prop- 
erty by the Federal Government during any period of national emer- 
gency, and that in the event the property is not used for National Guard 
or other military purposes, the property shall revert to the United 
States. 

The bill was reported in the House on June 30 (H. Rept. 1038), and 
passed the House July 18, 1955. It was reported to the Senate on 
July 28 (S. Rept. 1188), passed the Senate on July 30, and approved 
as Publie Law 301 on August 9, 1955. 

H. R. 6857 (8S. 2254, S. 2262), authorizing the Administrator of the 
General Services Administration to convey certain land to the city of 
Milwaukee, Wis.—This bill sabia: and directs the Administrator 
of General Services to convey, without charge therefor, a small tract 
of land. surplus to Federal needs, consisting of 0.40 of an acre located 
at the Milwaukee Harbor entrance, to the city of Milwaukee, Wis., 
provided that the city of Milwaukee remove and dispose of the build- 
ings located on the land without cost to the United States. 

The bill, as amended, was reported in the House on July 27 (H. 
Rept. 1460), and passed the House on July 30, 1955. It was reported 
in the Senate on August 1, 1955 (S. Rept. 1285), passed the Senate 
on February 8, and became Public Law 416 on February 20, 1956. 
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H.R. 7156 (S. 2413), to provide jor the conveyance of certain land 
of the United States to the Board of County Commissioners of Lee 
County, Fla—The bill authorized and directed the Administrator of 
General Services to convey all right, title, and interest of the United 
States in and to about 7.2 acres of ‘unimproved surplus land to the 
Board of County Commissioners, Lee County, Fla., without con- 
sideration. 

The property covered by this bill was originally purchased by Lee 
County and donated to the United States Coast Guard as a site on 
which the Government agreed to build and operate a lifeboat station. 
The Government retained title and possession of the property for 
about 16 years, during which time establishment of the boat station 
failed to materialize. In 1955, the General Services Administration 
declared the property surplus to the needs of the Government. Inas- 
much as the Government obtained the property from the county as a 
donation for a specific purpose, had failed to live up to its agreement, 
and the land was surplus to the needs of the Government, the com- 
mittee recommended approval of the bill. 

The bill was reported in the House on July 27 (H. Rept. No. 1454), 
and passed the House on July 30, 1955. It was reported to the Senate 
on January 24, 1956 (S. Rept. No. 1442), passed the Senate on Feb- 
ruary 8, and was approved as Public Law 418 on F ebruary 20, 1956. 

S. 1585, to provide for the return to the town of Hartford, Vt., of 
certain land which was donated by such town to the United States as 
a site for a veterans’ hospital and which is no longer needed for such 
purposes.—This bill authorized and directed the Administrator of 
General Services to reconvey to the town all right, title, and interest 
of the United States in about 53 acres of surplus land, which consti- 
tutes part of a larger tract of land originally donated by the town of 
If{artford to the United States as a site for a veterans’ hospital. This 
portion of the original tract of land was declared excess to the needs 
of the Veterans’ Administration and referred to the General Services 
Administration for disposal as surplus property. 

The bill was reported on June 20 (S. Rept. No. 583), and passed 
the Senate on June 23, 1955. It was approved by the House of Repre- 
sentatives on March 19, 1956, and became Public Law 439 on March 
29. 1956. 

S. 140, to amend section 13 (h) of the Surplus Property Act of 
1944, as amended, to extend the date prior to which surplus real prop- 
erty owned by the United States must have been acquired to be sub- 
ject to conveyance by the United States for historic monument pur- 
poses, Wi ‘thout monetar y consideration, from January 1, 1900 to Jan- 
uary 1, 1910.—This bill would have permitted the Federal Govern- 
ment to donate surplus real property to States, municipalities, and 
political subdivisions for historical monument purposes in those in- 
stances where the property was acquired by the United States prior to 
January 1, 1910, in lieu of the present governing date, January 1, 1900. 

The Department of the Interior rec ommended that the bill be re- 
vised and that a new bill be substituted, requiring approvi al of all sites 
by the Advisory Board on National Parks, Historic Sites, Buildings 
and Monuments, established pursuant to section 3 of the act of Au- 
gust 21, 1935 (49 Stat. 666), and that no property so determined by 
the Board as usable for monumental purpose shall exceed the area 
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necessary for preservation and proper observation of the monument 
situated thereon. 

On June 14, 1955, the sponsor of the bill informed the chairman of 
the committee that he preferred action on a companion bill, S. 1992, 
in lieu of S. 140. The committee, therefore, took no further action 
on the bill. 

S. 1992, to prov ide for the conveyance of a certain tract of land in 
Madison County, Ky., to the Pioneer National Monument Associa- 
tion.—This bill authorized and directed the Administrator of General 
Services to convey 7.6 acres of surplus land to the Pioneer National 
Monument Associaiton, without consideration, for historical monu- 
ment purposes. 

The Department of the Interior recommended, and the committee 
approved, an amendment to permit the Pioneer National Monument 
Association to designate and use the property for monumental use, 
including the authority to dispose of it toa public agency for historical 
or monument purposes for a period of not less than 25 years. Should 
the association or public agency fail to comply with this and certain 
other specified restrictions, the property would revert to the United 
States. 

The bill was reported, with amendments, on January 26 (S. Rept. 
No. 1447), and passed the Senate on February 2, 1956. It was re- 
ported in the House on March 7, passed the House on March 20, and 
became Private Law 576 on April 2, 1956. 

H. R. 7913, authorizing the Administrator of General Services to 
effect the exchange of propertic s between the United States and the 
city of Cape Girardeau, Mo—This bill authorized and directed the 
Administrator of General Services to convey certain real property 
located on Lorimer Street, in Cape Girardeau, in consideration of the 
conveyance by the city to the United States of other real property 
upon which the Federal building is located fronting on Broad- 
way Street in said city. The property proposed to be conveyed to the 
city was acquired by the United States from the city in 1947, for use 
as a site for a new post office and courthouse. In consideration of such 
conveyance, the United States conveyed to the city of Cape Girardeau 
the present Federal building and site thereof on Broadway Street. 
It was agreed, however, that the United States might retain possession, 
custody, and control of the property conveyed to the city until such 
time as the new post office and courthouse is completed and oceu- 
pied by the activities housed in the present Federal building. 
Extended litigation prevented the utilization of the properties as 
originally agr eed, and, due to circumstances and changed conditions, 
it was considered to be in the best interest of all parties concerned 
to restore the properties to their original status. 

The bill was reported by the House committee on March 15 (H. Rept. 
No. 1888), and passed the House on April 9, 1956. It was reported 
in the Senate on June 7 (S. Rept. No. 2162), passed the Senate June 
11, and became Public Law 602 on June 20, 1956. 

H.R. 7896 (S. 2769), to provide for the conveyance of certain land 
in the city of Hogansville, Ga., to the city of Hogansville——This bill 
authorized the Administrator of General Services to convey to the 
city, all right, title, and interest of the United States in and to certain 
surplus Government land, upon payment by the city of the sum of 
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$3,000 in consideration thereof. It also provided for revision of title 
to the United States if the land was not used for public purposes 
for 20 years, 

The property covered by this bill is a city lot containing about 
27,000 square feet, which was acquired by the Hogansville Women’s 
Club and sold to the Government in 1954 for a site for a new post 
office. The property has been used for public purposes since 1909, and 
since the Government abandoned its plans to erect a post office on the 
site, the city of Hogansville desired to acquire the lot from the Gov- 
ernment for public use. 

Originally, H. R. 7896 provided for conveying the property to the 

city in consideration of $1. The House Committee on Covsaneined 
Operations amended the bill, however, to permit acquisition of the 
land by the city in consideration of the payment of $3,000, and re- 
quired that it must be used for public purposes for a period of 20 
years. 
’ The bill was reported in the House on May 1 (H, Rept. No. 2081) 
and passed the House on May 21, 1956. It was reported in the Senate 
on June 11 (S. Rept. No. 2198), passed the Senate on June 14, and 
became Public Law 616 on June 25, 1956. 

IT. R. 8404 (S. 2828), to provide for the conveyance of a portion of 
the former prisoner-of-war camp, near Douglas, Converse County, 
Wyo., to the State of Wyoming, and for other purposes.—The pur- 
pose of this bill is to authorize and direct the Administrator of General 
Services to convey to the State of Wyoming by quitclaim deed, with- 
out monetary consideration, 39.26 acres of Federal land for training 
or support of the National Guard of Wyoming and for other military 
purposes. Such conveyance would be made upon certification of the 
Secretary of Defense and the Governor of Wyoming of the need for 
the property for the purpose intended. This land is a portion of a 
larger tract (42.7 acres) which was acquired and used as a former 
prisoner-of-war camp near Douglas, Converse County, Wyo. 

The bill reserves to the United States all mineral rights and the 
right of exclusive use without charge therefor of such property, to- 
gether with any improvements thereon, during any period of national 
emergency. The bill further specifies that said property will be 
used for training of the National Guard or for other military pur- 
poses, and, in the event of such nonuse under certain circumstances 
and at the option of the Secretary of Defense, title to the land and 
improvements thereon will revert to the United States. 

H. R. 8404 was reported in the House on March 27 (H. Rept. No. 
1954) and passed the House on April 16, 1956. It was reported in the 
Senate (S. Rept. No. 2194) on June 11, passed the Senate on June 14, 
and became Public Law 618 on June 25, 1956. 

H.R. 9671 (S. 38353), to provide for the conveyance of certain prop- 
erty of the United States to the village of Carey, Ohio—This bill 
directed the Administrator of General Services to convey to the village 
about 14,000 square feet of land and a small dwelling house, which 
had been declared surplus to the needs of the Government, upon pay- 
ment of an amount equal to the fair market value of the property at 
its highest and best use as determined by the Administrator at the 
date of conveyance. 

The bill was reported by the House committee on May 1 (H. Rept. 
No. 2079) and passed the House on May 7, 1956. It was reported by 
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the Senate committee on June 18 (S. Rept. No. 2238), passed the Senate 
on June 20, and was approved as Public Law 647 on July 2, 1956. 

H. R. 8634 (S. 3491), to authorize the conveyance of a certain tract 
of land in North € belie to the city of Charlotte, N. C—This bill 
authorized and directed the Administrator of General Services to 
convey all right, title, and interest of the United States in and to 
about 18 acres of unimproved land to the Charlotte Park and Recrea- 
tion Commission, an instrumentality of the city of Charlotte. 

The bill further provided that the city pay 50 percent of the fair 
market value of the land as determined by the Adminitsrator, less 
$10,000 which is the amount the Charlotte C hamber of Commerce con- 
tributed toward the purchase price paid for such tract and contiguous 
land when originally conveyed to the United States. 

This bill was in accord with the provisions of Public Law 616, ap- 
proved June 10, 1948, which authorized the conveyance of Federal 
surplus property to States and political subdivisions thereof at 50 per- 
cent of their fair market value for public park or recreational pur- 
poses. This statute does not, however, permit the Government to 
credit the transferee for the amount originally paid to facilitate ac- 
quisition of the property by the Government; hence the need for this 
legislation. 

The bill was reported with an amendment on March 27 (H. Rept. 
1955) and passed the House April 9, 1956. It was reported to the 
Senate with an amendment on June 11 (S. Rept. 2228), passed the 
Senate June 18, and became Public Law 657 on July 3, 1956. 

H.R. 10075, to provide for the conveyance of certain real property 
of the United States to the town of Bald Knob, Ark.—This bill au- 
thorized and directed the Administrator of General Services to convey 
all right, title, and interest of the United States in and to a post 
office site, declared surplus to the needs of the Federal Government, 
to the town in consideration of $1. The land was conveyed to the 
Government in 1953 by the town of Bald Knob upon the payment 
of $1. The Government took title to this property from the town 
with the undertsanding that it would be used as a site for construction 
of a new post office. The Government failed to fulfill its obligation to 
the community, and the committee took the view that it is only fair 
and reasonable that the property be returned to the town as proposed 
by the bill. 

The bill was reported on June 18 (H. Rept. 2376), and passed the 
House on July 2 1956. It was reported in the Senate on July 6 
(S. Rept. 2425), passed the Senate on July 11, and became Public Law 
735 on July 19, 1956. 

H. R. 9774, to provide for the conveyance of certain lands of the 
United States to the Board of Commissioners of Volusia County, 
Fla.—This bill authorized and directed the Administrator of General 
Services to convey all right, title, and interest of the United States in 
and to two parcels of land, comprising part of the present Ponce de 
Leon Light Reservation, purch: ased in 1883 at a total cost of $400, on 
which there are no buildings, which have been declared excess to the 
needs of the United States Coast Guard, to the Board of Commis- 
sioners of Volusia County. 

The bill was amended to require the Administrator of General 
Services to place the following restrictions and limitations on the use 
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of the property: (1) A condition that no structure shall be erected 
on the property conveyed which would in any way obscure or other- 
wise interfere with the usefulness or visibility of the light or tower; 
and (2) a condition that in the event the property so conveyed to 
such county ceases to be used for public purposes, title therein shall 
revert to the United States. 

Since this property is intended to be used for public purposes in 
connection with park and recreational activities, an amendment was 
also approved providing that it be conveyed at a price equal to 50 
percent of the fair market value, thereby conforming to the policy 
of the Government as set forth in Public Law 616, 80th Congress. 

The bill was reported by the House Committee on June 8 (H. Rept. 
2295), and passed the House on July 2, 1956. It was reported to the 
Senate on July 7 (S. Rept. 2429), passed the Senate on July 11, and 
became Public Law 739 on July 20, 1956. 

H.R. 8817, to provide for the conveyance of certain property of the 
United States to the city of Corbin, Ky.—This bill authorized the 
Administrator of General Services to convey to the city of Corbin, 
Ky., all right, title and interest of the United States in and to about 6 
acres of land, with improvements thereon, upon the payment by the 
city of an amount equal to 50 percent of the fair market value of the 
property. 

The bill was amended by the House committee, in accordance with 
the recommendations of the Department of Agriculture, requiring 
the city of Corbin to tender the purchase price to the Administrator 
of General Services within 1 year of the time the fair market value of 
the property is made known to the city. Should the city fail to tender 
such amount before the expiration of such period, the Administrator 
may dispose of the property in accordance with the provisions of the 
Federal Property and Administrative Services Act. 

The bill was reported by the House committee on June 26 (H. Rept. 
2464) and passed the House on July 2, 1956. It was reported to the 
Senate on July 7 (S. Rept. 2430) with a perfecting amendment, passed 
the Senate on July 11, and became Public Law 742 on July 20, 1956. 

H. FR. 11520 (S. 38937), to provide for the transfer of certain prop- 
erty situated in the State of Maine to the town of Castine, Maine— 
This bill authorized and directed the Administrator of General Serv- 
ices to convey all right, title, and interest of the United States in and 
to about 100 square feet of surplus land and a lighthouse tower (Dice’s 
Head Lighthouse Reservation) to the town of Castine for public park 
eens. 

The bill provided that should the property cease to be used for public 
park purposes it will revert tothe Government. The Government also 
reserved the right to resume ownership, possession, and control, for 
Government purposes, should an emergency occur or at any time with- 
out the consent of the city. 

The bill was reported by the House committee on June 18 (H. Rept. 
2379) and passed the House July 2, 1956. It was reported to the Sen- 
ate on July 6 (S. Rept. 2428), passed the Senate on July 12, and was 
approved as Public Law 745 on July 20, 1956. 

1. PR. 10479, to authorize the Administrator of General Services to 
convey certain land to the county of Galveston, Tex.—This bill author- 
ized and directed the Administrator of General Services to convey, 
without monetary consideration, a parcel of land consisting of about 
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13 acres which has been declared excess to the needs of the Depart- 
ment of the Army to the county of Galveston for improvement of a 
public road to boulevard standards along the Galveston seawall. 

The bill further provided that the property be used for public road 
purposes for a period of 20 years, and that should the land cease to be 
used for this purpose title will revert to the United States. 

The Fort Crockett Reservation consists of 162 acres, 150 of which 
has been declared excess to the needs of the Army, and, after screen- 
ing with other Federal agencies for potential use, will be sold to the 
public. This bill proposed that a small portion of approximately 13 
acres, consisting of a 100-foot-wide strip across the southern boundary 
of old Fort Crockett Military Reservation, be donated to the county of 
Galveston to be used and maintained as a public road, thus enhancing 
the value of the property owned by the Government. 

The bill was reported in the House on June 18 (H. Rept. 2378) and 
passed the House on July 2, 1956. It was reported to the Senate on 
July 6 (S. Rept. 2426), passed the Senate on July 11, and became 
Public Law 750 on July 20, 1956. 

S. 3388, to provide for ‘the conveyance of certain real property of 
the United States to the port of Port Townsend, Wash.—This bill 
authorized and directed the Administrator of General Services to 
convey to the port of Port Townsend all right, title and interest of the 
United States in and to 30.62 acres of surplus land, of which 28.44 
acres were originally donated to the Government by the town of Port 
Townsend, in consideration of the fair market value of such property 
as determined by the Administrator. 

The bill was amended by the committee, requiring Port Townsend 
to tender such amount to the Administrator within a period of 120 
days after the date and fair market value is made known, in accord- 
ance with recommendations of the Bureau of the Budget and the Gen- 
eral Services Administration. 

The bill was reported on June 11 (S. Rept. 2170), and passed the 
Senate June 14, 1956. It was reported in the House on June 28 (TH. 

Rept. 2522), passed the House on July 16, and became Public Law 760 
on July 24, 1956. 

S. 3195, to authorize the Administrator of General Services to con- 
wey certain lands in the State of Rhode Island to the town of North 
Kinastown. R.1.—This bill authorized and directed the Administrator 
of General Services to convey all right, title, and interest of the 
United States in and to approxim: ately 3.4 acres of land and improve- 
ments thereon, to the town. The tract covered by this bill formerly 
was held by the Department of the Navy and declared surplus to 
its needs. The town has agreed to pay the Administrator of General 
Services an amount equal to 50 percent of the fair market value in 

order to acquire the property for a site on which it intends to con- 
struct a new building for police, fire, and other municipal use, but 
the GSA held that such transfer did not conform to its general policy 
and that the town should pay the full appraised value for the property. 
Since the town was unable financially to purchase the land and com- 
plete proposed improvements, legislation was required. 

The bill was reported on June 11 (S. Rept. 2191), and passed the 
Senate on June 14, 1956. The House of Representatives amended the 
bill to require payment of the fair market value, and struck out the 
requirement contained in the bill as passed by the Senate, that should 
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the property cease to be used for public purposes title would revert 
to the United States. The bill passed the House as amended on June 
23, the Senate accepted the House he on July 25, and it 
became Public Law 859 on August 1, 195¢ 

S. 3316, to authorize the Administrator of General Services to con- 
vey certain property which has been declared surplus to the needs 
of the United States in the city of Roseburg, Oreg—The bill au- 
thorized the Administrator of General Services to convey to the city all 
right, title and interest of the United States in and to three lots and 
improvements thereon, including a house, furniture and other personal 
property which had been declared surplus, without consideration or 
reimbursement. 

On recommendations of the General Services Administration the 
bill was amended by the committee to require the city to pay 50 per- 
cent of the fair market value based on the highest and best use of the 
property at the time of conveyance, and authorized the city to dispose 
of the dwelling and its contents to the Douglas County Historical 
Society, in order to permit the city to transfer this part of the prop- 
erty for development as a public museum. The amendment further 
required that the city use the land for public park and recreational 
purposes for a period of 25 years, and in the event it is not used for 
this purpose for such period, title will revert to the United States. 

The bill as amended was reported (S. Rept. 2200) on June 11, and 
passed the Senate on June 14, 1956. It was reported in the House on 
July 13 (H. Rept. 2710) with a further amendment authorizing the 
Administrator to convey the house and contents to the city of Roseburg 
without consideration, and with a proviso that the city could convey 
the property within a reasonable time to Douglas C ounty Historical 
Society and remove it from its present site without cost to the United 
States. 

The amended bill passed the House on July 23, the Senate agreed 
to the House amendment on July 25, and it became Public Law 883 
on August 1, 1956. 

H.R. 10383, to provide for the conveyance of certain real property 
of the United States to the city of Vero Beach, Fla.—The bill author- 
ized the Administrator to convey to the city two contiguous but 
separately acquired parcels of unimproved realty. Section 1 of the 
bill reconveyed without consideration land which was acquired by 
donation from the city. Section 2 applied to a contiguous parcel 
which was acquired by the Government from private owners at a cost 
of approximately $15,000; it would be conveyed to the city in con- 
sideration of payment therefor by the city of an amount equal to the 
current fair market value. 

The property covered by this bill, which consists of 0.68 acre of 
unimproved land, was proc sured in 1951 as a site for a new post office. 
Construction of the post office building failed to materialize and the 
property was declared as surplus to the Government’s needs. The bill 
would permit the city to reacquire the property for public parking 
purposes. 

The bill was reported to the House on June 18 (H. Rept. 2377) with 
amendments, and passed the House on July 16,1956. It was reported 
to the Senate on July 25, Sn Rept. 2773), passed the Senate on July 26, 
and was approved as Public Law 977, on August 3, 1956. 
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H. R. 7728, providing that the Department of the Navy shall not 
be required to reimburse the Reconstruction Finance Corporation for 
transfer of certain real property at Columbus, Ohio—This bill was 
designed to ratify and approve the transfer of certain real pr operty, 
Ww ithout reimbursement, from the Reconstruction Finance Corporation 
(RFC) tothe Department of the Navy, by quitclaim deed on March 29 
192 51. The measure also affirmatively provided that the Department 
of the Navy is relieved from any obligation to compensate RFC for the 
property transferred. 

The committee recommended approval of the bill for the following 
reasons : 

(1) The transfer of excess property without reimbursement from 
oue Federal agency to another already is authorized by law with 
certain exceptions. No new policy is set forth in the legislation and 
_ additional appropriation would be involved. 

(2) The legislation merely ratifies a transfer which has been in 
effect for some years but which was clouded by uncertainty as to the 
legal requirements for reimbursement. 

(3) Since the RFC is in process of liquidation, enactment of the 
pending legislation may facilitate this process. The committee found 
no compelling need to require the Department of the Navy to reimburse 
an agency in liquidation and then seek equivalent funds from other 
necessary naval programs. 

The bill was reported in the House on July 12 (H. Rept. 2698), and 
passed the House on July 23, 1956. It was repor ted in the Senate on 
July 25 (S. Rept. 2771), passed the Senate on July 26, and became 
Public Law 978 on August 3, 1956. 

H. R. 9377, to provide for the sale to the Eagle Rock Young Men’s 
Christian Association of certain real property located in Los Angeles 
County, Calif —This bill authorized and directed the Administrator 
of General Services to sell 30,794 square feet of land and a 3-room 
structure and garage, which has been declared surplus to the needs of 
the Government, to the Eagle Rock Young Men’s Christian Associa- 
tion, on the payment of an amount equal to the fair market value 
thereof, as a site for the construction of a new youth center and head- 
quarters building for the local YMCA, the valuation to be determined 
by the Administrator based on the highest and best use of the property. 

The bill was reported in the House on May 1 (H. Rept. 2078) and 
passed the House on May 7, 1956. It was reported to the Senate on 
June 11 (S. Rept. 2195), passed the Senate on June 14, and became 
Private Law 708 on June 25, 1956. 

H. R. 10204, authorizing the Administrator of General Services to 
transfer certain land to Richard M. Tinney and John T. O’Connor, 
Jr.—This bill would authorize the Administrator of General Services, 
upon payment of the fair market value, within 90 days after enact- 
ment, to transfer a certain tract of land located in the city of Galveston, 
Tex., to Richard M. Tinney and John T. O'Connor, Jr., the present 
occupants. On April 5, 1955, the Coast Guard reported to the General 
Services Administration that this property, evaluated by the Coast 
Guard at $5,000, was in excess of its needs. 

The property was acquired by the Government on July 23, 1859, for 
the purpose of erecting a lifeboat station, which was destroy ed during 
the Civil War. Records show that two dwellings on the property were 
constructed without permission by the present occupant or their ante- 
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cedents who have lived on the land for 60 to 70 years, and improved 
it at their own expense. 

The bill was reported to the House on June 8 (H. Rept. 2291) and 
passed the House on June 19, 1956. It was reported in the Senate on 
July 6 (S. Rept. 2481), passed the Senate on July 12, and became 
Private Law 789 on July 19, 1956. 

H.R.9578 (8S. 3. 303), to provide for the conveyance of an interest of 
the United States in and to certain lands in Colorado—tThis bill 
authorized and directed the Administrator of General Services to 
convey all right, title, and interest of the United States in and to fission- 
able materials in certain tracts of land in the city and county of Denver 
and State of Colorado to the present owners of such lands. 

The land covered by this bill was sold in 1946 by the United States 
Government. In accordance with an executive order issued under 
the law governing such sales as of that date, title to the fissionable ma- 
terials remained in the United States. In 1954, the Atomic Energy 
Act was amended to provide that such reservation should no longer 
be required. Since there was some doubt as to whether this amend- 
ment applied to the aforementioned lands, the Attorney General was 
requested to rule on the subject. After extended study and delay, the 
conflict could not be resolved, indicating the need for special legisla- 
tion, in order to clear the title. 

The bill was reported in the House on June 18 (H. Rept. 2384), 
and passed the House on July 3, 1956. It was reported in the Senate 
on July 6 (S. Rept. 2427), passed the Senate July 12, and became 
Private Law 792 on July 20, 1956. 

H. R. 9631, to ratify and confirm the sale of certain real property of 
the United States—The purpose of this bill was to clear the title to 
377 acres of surplus property at Chilkoot Barracks, Alaska, which 
was transferred by quitclaim deed dated April 4, 1947. 

The bill was reported on June 18 (H. Rept. 2383) and passed the 
House on July 3, 1956. It was reported in the Senate on July 25 
(S. Rept. 2772), passed the Senate on July 26, and was approved as 
Private Law 859 on August 3, 1956. 

S. 2654, to authorize the Administrator of General Services to con- 
ve y certain lands in the State of Wyoming to the city of Cheyenne, 
Wyo.—This bill authorized and directed the Administrator of Gen- 
eral Services to convey all right, title, and interest of the United 
States in and to 90.2 acres of surplus land, together with improvement 
thereon, to the city without consideration or transfer of funds. 

In 1932, the city purchased about 600 acres of land for which it 
paid $9,626 and donated it to the Federal Government as a site for 
a veterans’ hospital. Subsequently, the hospital was constructed 
thereon and, in 1956, the Veterans’ Administration surveyed its fa- 
cilities and determined that about 90 acres was excess to its immediate 
and foreseeable future requirements. 

A recent survey showed that the property to be conveyed by S. 2654 
is now worth about $53,670. On recommendation of the Veterans’ 
Administration, the bill was amended to assure that the property 
would not be used for anything that would be inimical to the operation 
of the hospital, and that such restrictions, reservations, and conditions 
shall be placed in the conveyance to protect the interests of the United 
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States, and should there be any violations of such conditions, as to use, 
the property would revert to the United States. 

The bill was reported to the Senate on June 11 with amendments 
(S. Rept. 2197), and passed the Senate on June 22, 1956. The House 
committee reported a related bill, H. R. 9358, which provided that 
431 acres of the original property, which had also been declared sur- 
plus and transferred under certain restrictions in 1948, be returned 
to the Administrator of Veterans’ Affairs in order that he may recon- 
vey it back to the city free and clear of all restrictions. 

H. R. 9358 was reported i in the House on April 18, 1956 (H. Rept. 
2010), by the Committee on Veterans’ Affairs, passed the House 
on May 7, and was referred to the Senate Labor and Public Works 
Committee. It was reported to the Senate on May 25 (S. Rept. 2059), 
passed the Senate on May 31, and became Public Law 588 on June 
15,1956. No further action was taken on S. 2654. 

S. 1886, to provide for the retrocession of jurisdiction over Ellis 
Island, and the conveyance of all interest of the United States in such 
island to the State of New York.—The purpose of this bill was to 
provide for the retrocession by the United States of jurisdiction over 
Ellis Island, in New York Harbor, to the State of New York, without 
consideration, so long as the island is used for a specified public 
purpose. It would have authorized the Administrator of General 
Services to convey without consideration all right, title, and interest 
of the United States in the island, together with all improvements 
located thereon, to the State of New York for the purpose of establish- 
ing and operating a clinic for the reception, care, treatment, and 
rehabilitation of chronic alcoholics. 

The bill required the deed of conveyance to provide that (1) in the 
event the island is no longer used for the purposes specified, all right, 
title, and interest therein was to immediately revert to and revest in 
the United States; and (2) during any state of war or national emer- 
gency, and for 6 months thereafter, if the Secretary of Defense deter- 
mined that the property was useful or necessary for national-defense 
purposes, the United States was authorized, without payment there- 
for, to reenter such property and use all or any part thereof, including 
improvements made by the State of New York. However, upon ter- 
mination of such use, the property was to again revert to the State 
of New York. 

Although a staff study revealed that Ellis Island and all of the 
buildings thereon were surplus to the needs of the Federal Govern- 
ment, the committee postponed action on the bill, pending further 
study, in view of the fact that the Federal Government has an invest- 
ment in the land and buildings in excess of $6 million, and the prop- 
erty was being considered for utilization for other purposes. 

Following the adjournment of the 2d session of the 84th Congress, 
the General Services Administration advertised the island and all of 
its real and personal property for public sale. Shortly thereafter, 
however, the President directed that the sale be canceled and that Ellis 
Island be retained by the Federal Government in view of its historic 
origin and significance. 

H.R. 2889, to provide for the conveyance of certain land in Necedah, 
Wis., to the village of Necedah.—This bill authorized and directed 
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the Administrator of General Services to reconvey to the village of 
Necedah, Wis., approximately four-fifths of an acre (87,000 square 
feet) of wnimpr oved land for the sum of $1. The property was orig- 
inally conveyed to the Government in consideration of the payment of 
$1 for use as a wildlife refuge, and had been declared surplus to the 
needs of the Federal Government in 1953. 

The General Services Administration, the Bureau of the Budget, 
and the General Accounting Office expressed no objection to the bill. 
The bill was reported in the House on June 30 (H. Rept. 1039), and 
passed the House on July 18, 1955. It was reported in the Senate 
on July 28, 1955 (S. Rept. 1194), and passed the Senate (with an 
amendment to provide for payment of the fair market value) on 
February 8, 1956. No conferees were appointed, since the village 
was unable or unwilling to pay the fair market value, its interest 
being to prevent the property from being used for undesirable pur- 
poses, ¢ and no further action was taken. 

S. 2784, to provide for the conveyance of certain lands to the town 
of Bon Ce-Sar Place, Fla—This bill authorized and directed the Ad- 
ministrator of General Services to convey all right, title, and interest 
of the United States in and to three parcels of land situated in 
Lazarillo Park to the town without consideration. The bill reserved to 
the United States such easements and right-of-way for roads, high- 
ways, pipelines, and utilities as may be determined by the Administra- 
tor to be in the best interest of the Government, and provided that in 
the event the property ceases to be used for park or recreational pur- 
poses the land will revert to the United States (staff memo, No. 
82-999), 

In 1925, the town of Don Ce-Sar Place was deeded property by the 
Thomas J. Rowe Corp. for the purpose of establishing a park. The 
park has been known for many years as Lazarillo Park. It is a tract 
of land triangular in shape located in a residential district and is the 
only park in the town. In December 1942, the trustees of the Rowe 
Corp. sold certain lands and buildings to the Government which also 
included a quitclaim deed to Lazarillo Park. In 1950, the mayor of 
Don Ce-Sar Place questioned the Government’s ownership of the park. 
The question of rightful ownership was reported to the General Serv- 
ices Administrator and the Department of Justice. After 214 years 
the Attorney General ruled in favor of town ownership of the central 
part of the park. The proper deeds were executed by and between 
the Government and the town for all of Lazarillo Park except three 
corners of the triangle, which are covered by S. 2784. 

The three parcels of land which were not returned to the town were 
released in 1954 as property not needed for defense purposes and 
declared surplus to the needs of the Government by the General Serv- 
ices Administration. In October 1954, the General Services Admin- 
istrator wrote to the town officials requesting that they make an appli- 
cation to acquire these three tracts of land for park purposes, inform- 
ing them that under existing law they could purchase the land for park 
purposes based on a price equal to 50 percent of its fair market value. 
The 3 tracts of land were appraised by the GSA at a fair market 
price of $15,600. The town did not make application to purchase the 
property for 50 percent of the appraised figure, or $7,800, but informed 
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the GSA that this sum represents the total gross income of Don Ce- 
Sar Place for approximately 4 years under its current budget, there- 
fore making it impossible to purchase the land for this amount of 
money. 

The Bureau of the Budget and the General Services Administration 
recommended against enactment of this legislation on the ground 
that it was not in accord with the public-benefit requirements of the 
Federal Property and Administrative Services Act of 1949, as 
amended. The committee thereupon took no further action on the bill. 

S. 3219, to amend section 203 of the Federal Property and Admin- 
istrative Services Act of 1949 to authorize the transfer of certain sur- 
plus property of the United States in the St. Joseph’s Bay Military 
Reservation, Gulf County, Fla., to the former owners thereof.—This 
bill provided that no surplus real property of the United States located 
in the St. Joseph’s Bay Military Reservation shall be disposed of until 
the person from whom such property was acquired by the United 
States is notified by the Administrator that the property has been 
declared surplus to the needs of the United States, and that such per- 
son shall be entitled, during a period of 180 days, commencing on the 
date such notice is received, to repurchase such property. 

The bill further provided that the real property may be repurchased 
by the former owner or his survivors at a price equal to the cost to the 
United States in acquiring such property, adjusted to reflect any in- 
crease or decrease in the value of such property resulting from action 
by the United States, or the fair market value of such property at the 
time of such repurchase as determined by the Administrator, which- 
ever is lower. 

Petitions and letters from a number of former owners of the prop- 
erty described in S. 3219 were submitted to the committee, contending 
that the land involved was sold to or taken over by the Government 
under condemnation proceedings, in 1941, at less than its real value. 
The Government agent stated at that time that, should the Govern- 
ment not use the property for the purpose for which it was procured, 
the original landowners would be given preference in repurchasing it. 
Because of this assurance, it is alleged that many people voluntarily 
conveyed their property at a nominal price to the United States. 
This is confirmed by a letter filed with the committee from the at- 
torney representing the Justice Department at the time of the 
purchase. 

The Administrator of General Services did not favor enactment of 
S. 3219, stating that it— 


would favor the former owners of 11 specific tracts of land by 
granting to them substantially the same priority rights as 
were accorded all former owners of surplus real property 
under the Surplus Property Act of 1944— ; 


which was repealed by the Federal Property and Administrative 
a Act of 1949. The GSA concluded that the adoption of the 
fk ae 


would establish a precedent for like treatment of other former 
owners, leading to a possible return of a priority system by 
special legislation. 


The Bureau of the Budget concurred with the views of GSA, and 
action on the bill was indefinitely postponed by the committee. 
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S. 4055, to provide for the disposal of certain surplus property 
in Seattle, Wash., for educational use in conformity with section 
203 (k) of the Federal Property and Administrative Services Act 
of 1949. —This bill authorized and directed the Administrator 
of General Services to assign about 8.8 acres of surplus land and a 
building situated thereon (War Housing Project WASH-45227) to 
the Secret: uy of Health, Education, and Welfare for disposal to the 
Seattle Christian School Association. Enactment of this measure 
would assure the donation of the property, in conformance with section 
203 (k) of the Federal Property and Administrative Services Act 
of 1949, as amended, to the association for educational use rather 
than permit the disposal of the property by public auction as originally 
contemplated by the Administrator. 

The auction scheduled for June 29, 1956, was postponed in accord- 
ance with an agreement by the sponsor of the bill and the Admin- 
istrator, until February 1957. It was further agreed that after the 
end of the 2d session of the 84th Congress, a reevaluation would be 
made of the needs of the school and justifiaction for disposal of the 
property. Further action on the bill was therefore postponed until 
the convening of the 85th Congress. 

S. 4139, to provide for the disposal of certain surplus real property 
of the Veterans’ Administration Hospital Reservation, Lexington, 
Ky., for educational use pursuant to section 203 (k) of the Federal 
Property and Administrative Services Act of 1949.—This bill author- 
ized and directed the Administrator of General Services to assign two 
parcels of surplus land, comprising approximately 117 acres, to the 
Secretary of Health, Education, and Welfare for disposal to the 
University of Kentucky and the Fayette County schools. 

The property to be transferred by this bill was a portion of the 
Veterans’ Administration Hospital Reservation, Legington, Ky., 
which has been determined by the Veterans’ Administration to be in 
excess to its needs and declared surplus to the needs of the Federal 
Government. 

On September 5, 1956, the Bureau of the Budget reported that since 
the Federal Property and Administrative Services Act and regula- 
tions promulgated thereunder already provide for allocating surplus 
property to health and educational activities, there appears to be no 
need for special legislation as contemplated by this bill. In view of the 
foregoing, and the fact that the bill was not introduced until the 
closing days of the 84th Congress, action on the bill was indefinitely 
postponed. 

S. 3566, to provide for the transfer to the De partme nt of Agricul- 
ture of certain Government-owned alcohol and rubber plants —This 
bill (1) authorized the Rubber Producing Facilities Disposal Com- 
mission to transfer the Government-owned rubber-producing facility 
at Louisville, Ky. (Plancor 1207) to the Secretary of Agriculture 
within 30 days after the date of termination or expiration of the exist- 
ing lease on such facility; (2) the Administrator of General Services 
to transfer the Government-owned alcohol-producing facility at 
ee Nebr. (Plancor 1608) to the Secretary of Agriculture; and 

3) provided th at the Secretary shall operate the plants so trans- 
ined on an experimental basis for the manufacture of alcohol from 
surplus grains held by the Commodity Credit Corporation, for the 
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use of such alcohol for the manufacture of synthetic rubber, and for 
conducting research into new and improved uses of such surplus grains 
for industrial uses under contracts with private persons or firms as 
he may determine. 

Inasmuch as Public Law 433, 84th Congress, approved March 21, 
1956, directed the Rubber Producing Facilities Disposal C ommission 
to offer Plancor 1207 at Louisville, “Ky. ., for sale or lease, the chair- 
man of the committee, after consults ition with the sponsors of the 
proposed legislation, suggested that S. 3566 be re-referred to the Sen- 
ate Committee on Banking and Currency which had only a short time 
before approved legislation leading to the enactment of Public Law 
433. The bill was, in accordance with this recommend: ition, referred 
to the Senate Banking and Currency Committee on April 26, 1956. 
Negotiated sales of surplus property 

In addition to the above outlined bills covering Federal property 
disposals, a total of 68 separate negotiated sales or leases were sub- 
mitted to the committee during the Ist session of the 84th Congress, 
under sige of Public Law 492, 83d Congress, which expired 
on June 30, 1955, and 19 under the extended temporary authority, 
approved a? ublic Law 971, on July 31, 1956. 

Of these proposals, the committee objected to only three. After 
additional investigation and consultation, they were disposed of as 
follows: 

1. The alumina plant, Laramie, Wyo., was sold on a sealed and 
negotis uted bid basis for $1,378,000 on May 27, 1955. 

Twelve of 13 parcels of land comprising the Voice of Amer- 
‘“ ‘(Baker West) site in Clallam County, Wash., were sold to the 
former owners for $9,344 above the fair market value of the prop- 
erties. ‘The remaining parcel was reappraised for separate sale as 
soon as the title could be cleared. (This proposal was originally sub- 
mitted during the 83d Cong., and disposition held in abeyance at the 
request of the committee, p. 29, S. Rept. 4, 84th Cong.) 

3. A proposal for the exchange of certain Federal property ad- 
jacent to Olympic National Park in western Clallam and Jefferson 
Counties, Wash., 3,861.01 acres appraised at $272,020, for privately 
owned land within Lassen Voleanic National Park, Plumas Coun- 
ty, Calif., 400 acres appraised at $269,350, with the difference of 

2,670 to be paid to the United States. This proposal was objected to 
ie the Senators from the State of Washington, and was not consum- 
mated by the oo of the Interior. 

During the interval after the expiration of Public Law 492 on June 
30, 1955, and the extension of such authority (July 31, 1956), the 
Administrator submitted three proposals for the disposal of Federal 
property, as follows: 

1. Plancor 765, New Castle, Pa., to the United Engineering & 
cee Co. for approximately $7,500,000, with downpayment of 

$500,000, plus interest at 3 percent on balance over a period of 19 
years was submitted to the committee on February 6, 1956. (Orig- 
inal cost of plant was $22,878,000, with total rentals p: aid to the Gov- 
ernment for use of the plant totaling $11,123,980.) This plant was 
sold at public auction for $8 million on July 19, 1956. 

Armorplate plant, Gary, Ind. In a proposal submitted to the 
committee on February 13, 1956, the General Services Administration 
advised the committee that it proposed to dispose of this facility, 
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with an original acquisition cost of $19,260,653, to the American Auto 
Parts Co. for $3,260,000, based on the then appraised value of $3,600,- 
000. The property w as transferred to the American Auto Parts Co 
on July 6, 1956, in accordance with the terms of this proposal. 

Aluminum Forgings, Inc. (Plancor 1395), Erie, Pa. On Feb- 
ruary 18, 1956, the Administrator of General Services submitted to 
the committee a proposal to dispose of this plant, with an original 
acquisition cost of $8,482,000, to the Kaiser Aluminum & Chemical 
Corp., at its present appraised value of $2,900,000. 

The committee did not take any action on these proposals during 
(he above mentioned intervals, but took the position that, inasmuch as 
the authority to negotiate sales of surplus property, w ith the 1 require- 
ment for submission to the committee 30 days prior to disposition, had 
expired, they were not proper submissions, and that the disposals 
should be made in accordance with existing laws, with the Admin- 
istrator assuming full responsibility for conformance with such laws. 

The preposal for the disposition of the Aluminum Forgings, Inc., 
plant at Erie, Pa., was resubmitted to the committee on August 29, 
1956, after the negotiating authority had been extended by Public 
Law 971, and after a new appraisal had reestablished the fair market 
at $2,900,000. No objection was made by the committee and the sale 
was closed on September 25, 1956. 

In » White House release, dated November 5, 1956, it was reported 
that “many hundreds of Government real videgnatinn have been de- 
clared surplus” under a program financed out of funds appropriated 
to the President for the expenses of management improvement, and 
administered by a special unit of the Bureau of the Budget. It was 
reported that, under this program, the first phase of which has been 
concluded, some 1,440 properties which cost the Government approxi- 
mately $485 million were declared excess to the needs of Government 
agencies, of which 397 were sold by GSA as surplus for approximately 

$26 million, and 184 properties which cost $110 million were trans- 
fer red between agencies to meet new requirements. 


GENERAL LEGISLATION 


S. 1006. to authorize 7'¢ ciprocal fire-protection agreements between 
depar time nts and agenc 1€8 of the Unite d States and public or priv ate 
organizations engage din fire -fighting activities.—This bill was intro- 
duced by the chairman at the 1 request of the Department of the Navy. 
Its purpose was to authorize executive-branch departments and agen- 
cies, including the heads of the military departments, to enter ‘into 
mutual-aid fire- protection apres with local governmental units, 
private or public organizations, or foreign governmental public or 
private units engaged in fire- fighting activities near Federal installa- 
tions or activities. It established no new policy, but was merely de- 
signed to provide statutory sanction for a practice which had been in 
effect “7 a number of years, but which in 1952 was held by the Comp- 
troller General to constitute an unauthorized use of appropriated 
funds. The objective of the measure was to authorize the Feder al 
Government to provide fire protection for its installations and activi- 
ties throughout the world by utilizing local civilian fire-protection 
personnel and facilities on a reciprocal basis, thus obviating the need 
for maintaining fire-fighting personnel and expensive equipment 
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which would otherwise be necessary for protection of Government 
installations and properties. 

The United States Government maintains various types of installa- 
tions throughout the United States and in various parts of the world 
at which there are heavy concentrations of valuable property and per- 
sonnel. The danger of outbreaks of fire at these installations is always 
present and requires careful planning in order to insure that adequate 
fire-fighting personnel and equipment will be available in the event of 
an outbreak. Experience has demonstrated, however, that the main- 
tenance of fire-protection facilities adequate to protect the property 
and persons at a particular installation is not always economically 
feasible, particularly in the event of a major fire. 

In view of the fact that most of these Federal installations are located 
in or close to municipalities or other local governmental political sub- 
divisions which maintain organized fire-fighting units, it has been the 
practice of a number of Federal agencies to enter into reciprocal 
arrangements with neighboring local government subdivisions, pro- 
viding for an interchange of fire-protection services. Thus, in the 
event of a fire at a Federal installation, the neighboring civilian fire- 
protection service makes its facilities available, and the Federal agency 
sends its facilities, upon request, to assist the local civilian units in a 
similar situation. No reimbursement has been involved on either side. 

These arrangements proved to be most satisfactory, particularly to 
the military departments and the Veterans’ Administration which 
agencies have the bulk of Federal field installations under their juris- 
diction. The effect of these mutual-aid agreements was to make it 
unnecessary for the Federal installation to maintain large and expen- 
sive fire-fighting facilities which would, for the most part, duplicate 
those of the neighboring communities. Thus, for many years, these 
agencies, in planning and calculating their fire-protection needs, have 
done so on the basis of equipment and personnel available in neighbor- 
ing communities. This practice has enabled the Government to invest 
a minimum amount of money in fire-fighting equipment and to employ 
only a minimum staff of civil-service firemen. Thus, for a relatively 
small investment, the Government has been receiving a very large 
and valuable amount of protection. 

It appears that the agencies entering into these mutual-aid agree- 
ments with local communities proceeded upon the assumption that 
executive branch department and agency heads have implied authority 
to take whatever steps may be necessary to safeguard Federal prop- 
erty and persons under their jurisdiction. This practice continued 
until the Comptroller General, in August 1952, disallowed certain 
claims of employees of the Department of the Navy, arising out of a 
mutual-aid agreement. He held that Federal fire-fighting services, 
equipped and staffed from appropriated funds, cannot lawfully be 
used to extinguish fires on non-Federal property in the absence of a 
showing that such services were necessary to safeguard Federal prop- 
erty, unless such use is specifically authorized by law. The basis for 
this decision was that such a practice constituted an unauthorized use 
of appropriated funds and that legislation was necessary to authorize 
such agreements. In an effort to meet this situation, the Department 
of the Navy prepared a draft bill which was designed to supply the 
needed legislative authority. 
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The Bureau of the Budget made a survey of a number of the major 
departments and agencies likely to have an interest in the bill. Those 
queried included the Atomic Energy Commission, the Veterans’ Ad- 
ministration, the Departments of Agriculture, Interior, State, Justice, 
and Labor. Most of the agencies were of the opinion that, although 
they believed they had the necessary legal authority to enter into 
reciprocal fire-protection agreements, in view of the Comptroller 
General’s 1952 decision, the measure was necessary and desirable. 

An analysis of S. 1006, in its original form, revealed that it failed to 
provide a clear and definite statement of the scope of the authority 
granted and the conditions applied thereto. Following discussions 
with the Office of the Legislative Counsel of the Senate and representa- 
tives of the Department. of Defense, the Comptroller General, and the 
Bureau of the Budget, the bill was redrafted in the form of an amend- 
ment in the nature of a substitute in order to eliminate deficiencies and 
uncertainties in the bill as introduced. Although the committee sub- 
stitute retained the basic substance of S. 1006, and was largely clar- 
ifying and perfecting in nature, several minor policy changes were in- 
corporated at the request of the Department of Defense. 

The committee was advised by representatives of the Department of 
the Navy, for the Department of Defense, that no actual additional 
cost to the Federal Government would result from the enactment of 
this measure, but that in the absence of the mutual-aid fire-protection 
agreements then in existence, the Departments of the Army and the 
Navy would have to make an initial expenditure of approximately 
$5,960,000, and an annual recurring expenditure of approximately 
$19,820,000 for personnel and equipment. The Department of the 
Air Force estimated an initial expenditure of some $20,000 and annual 
recurrent expenditures of approximately $35,000, for each additional 
structural firefighting company. In addition, the estimates for the 
Department of the Army referred only to Army installations within 
the United States, since estimates for overseas bases were not available. 
Furthermore, river, harbor, and flood-control projects within the 
United States, under the Army’s jurisdiction, would have required an 
exorbitant expenditure to provide adequate protection for substantial 
areas of timberland which they retain. 

The Veterans’ Administration, with some 65 installations through- 
out the United States, estimated that in the absence of mutual-aid 
agreements, it would have to make an initial expenditure of some 
$75,000 and an annual, recurrent expenditure of approximately 
$1,250,000. 

A similar bill, S. 3773, was introduced in the Senate in the 83d 
Congress, reported favorably by the committee (S. Rept. 2211), and 
passed the Senate on August 11, 1954. No action was taken in the 
House (S. Rept. 4, 84th Cong., p. 46). 

S. 1006, as amended, was reported favorably to the Senate on May 5, 
1955 (S. Rept. 274), and passed the Senate on May 9, 1955. A com- 
panion bill, H. R. 6015, was reported favorably by the House Com- 
mittee on Government Operations on May 4, 1955 (H. Rept. 549). 
The House of Representatives considered H. R. 6015 on May 16, 1955, 
laid it on the table, and adopted 8S. 1006. The bill became Public Law 
46 on May 27, 1955. 








50 ACTIVITIES OF SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


H. R. 7034 (8. 1927), to provide permanent authority for the relief 
of certain disbursing officers. —The Senate version of this bill was intro- 
duced by the chairman at the request of the Department of Defense, 
in order to (1) provide a permanent and uniform method for relieving 
disbursing officers of the Army, Navy, Air Force, and Marine Corps 
for illegal, improper, or incorrect payment without fault or negligence 
on their part ; and (2) amend existing law relative to the relief of 
Army and Navy disbursing officers for physical losses and deficiencies 
in their accounts without fault or negligence on their part, so as to 
include in one section of the law uniform relief for all disbursing 
officers of the military departments. 

Under then existing law, the General Accounting Office was author- 
ized to relieve a disbursing officer, in a proper case, only for a physical 
loss or deficiency in his account, if such loss or ‘deficiency occurred 
while the officer was acting in the discharge of his official duties, or 
by reason of an act or omission of a subordinate, without fault or 
negligence on his part. The Comptroller General was provided with 
similar authority with respect ” ne disbursing officers by the act 
of December 13, 1941 (31 U. S. 95a) and with respect to Navy 
disbursing officers by the act of Taly 11, 1919 (81 U.S.C. 105). Each 
of these statutes, however, vested in the respective service Secretary 
authority te determine whether such loss occurred in the line of duty 
and without fault or negligence on the part of such officer, and made 
such determination conclusive upon the General Accounting Office. 

However, existing law provided no authority for the relief of a dis- 
bursing officer who sustained losses or deficiencies in his accounts as a 
result of illegal, improper or incorrect payments, incurred in the line 
of duty and without fault or negligence on his part. Thus, the only 
method of obtaining relief for such ‘officers was through the enactment 
of private relief legislation, Furthermore, there was no permanent au- 
thority to clear the accounts of disbursing officers to whom such relief 
had been granted; and there was need for a permanent and uniform 
method of relieving disbursing officers of the Department of Defense 
of liability arising out of physical losses and deficiencies incurred in 
the line of duty and not the result of bad faith or lack of due care on 
the part of such officers. 

Following introduction of the Senate bill, the Department of De- 
fense, the General Accounting Office, and the Treasury Department 
proposed amendments designed to remedy this situation. The com- 
mittee staff, together with representatives of the Legislative Counsel 
of the Senate, “the Comptroller General, the Treasury Department, 
the Bureau of the Budget, and the Department of De 1fense, conferred 
at length with respect to redrafting the subject bill in such a manner 
as to cover all of the requirements. 

Ultimately, a clean bill, embodying all of these proposals, was pre- 
pared for committee action, and a copy of the revision was made avail- 
able to the House Committee on Government Operations. On June 
29, the House committee reported favorably a clean bill, H. R. 7034 
(H. Rept. 996), which embodied all of the amendments worked out 
by the Senate Committee on Government Operations, and which 

yas identical in every respect to the substitute amendment to S. -_— 
H. R. 7034 passed the House of Representatives on July 18, 1955 
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In view of the final House action on H. R. 7034, the Senate com- 
mittee substituted the House- passed bill for S. 1927, as redrafted, and 
reported it favorably on July 28, 1955. The bill passed the Senate 
on July 30 and became Public Law 365 on August 11, 1955. 

Public Law 365 (1) authorized the Comptroller General to relieve 
disbursing officers of the United States whose accounts reflect losses 
or deficiencies resulting from illegal, improper, or incorrect payments, 
not due to fault or negligence on their part; (2) vested authority in the 
Comptroller General to adjust and clear the spree of disbursing 
officers to whom such relief has been granted; (3) provided a per- 
manent and uniform method for the relief of aibemine officers of the 
military departments whose accounts reflect physical losses or de- 
ficiencies not due to fault or negligence on their part; and (4) provided 
authority for the re imbursement of amounts paid by or on behalf of 
military department disbursing officers in restitution of physical 
losses or deficiencies in their accounts not due to fault or negligence 
on their part. 

H.R. 7035 (S. 1806, 8. 2677), to amend section 1 of the act entitled 
“An act to authorize relief of accountable officers of the Government, 
and for other PUr Poses, ” approved . Lugust E 1947 .—The Senate ver- 
sion of this bill was introduced by the chairman, at the request of the 
Administrator of the Housing and Home Finance Agency. In its 
original form, the bill empowered the General Accounting Office to 
authorize reimbursement of any disbursing or other accountable officer 
of the Federal Government for payments ‘made by him in restitution 
of a physical loss or deficiency in his accounts, if such loss or deficiency 
occurred without fault or negligence on his part, and such reimburse- 
ment is recommended by the department or agency head concerned. 
It was designed to amend a 1947 law which permitted relief of such 
officers, in a proper case, for an actual physical loss or deficiency, but 
which, according to a decision of the Comptroller General, failed to 
authorize reimbursement of such officer if he had personally made 
restitution. It was further designed to eliminate the need for the 
submission to the Congress of large numbers of private bills by which 
such officers were reimbursed. 

In a large number of instances, accountable officers, in whose ac- 
counts deficiencies appeared, made restitution to their accounts out of 
their own pockets to cover deficiencies resulting from counterfeit 
banknotes, bad checks, petty thefts by subor dinates and other physical 
losses, although they were not themselves personally or offici ally at 
fault, and were otherwise entitled to relief from responsibility under 
the applicable statute. Shortly after the enactment of the legislation 

uthorizing relief for such officers, an accountable officer who had per- 
male covered a shortage in his official accounts, applied to the Gen- 
eral Accounting Office, through his own agency, for relief under the 
provisions of the 1947 act. In a decision rendered in January 1948, 
the Comptroller General held that, although the act authorized relief 
of responsibility on account of a deficiency in Government funds in 
a proper case, once restitution had been made by or on behalf of the 
accountable officer, no deficiency existed in the account for which relief 
under the act could be granted, nor was there any appropriation avail- 
able from which reimbursement could be made. 
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Following this decision, and several Jater pronouncements of the 
Comptroller General to the same effect, it became necessary to submit 
private bills to the Congress in order to obtain reimbursement. For 
the most part, the amounts of money involved were small, ranging 
between $10 and $100. In 1954, the Administrator of the Housing and 
Home Finance Agency requested the Comptroller General to recon- 
sider his earlier decisions in connection with the application for relief 
of an employee of that Agency. The Comptroller General, however, 
replied that, while recognizing the inequities involved, he believed 
that no other construction of the 1947 act was possible, and that any 
corrective action would require legislative action. 

Following the introduction of the Senate version of this bill (S. 
1806), the Comptroller General and the Treasury Department pro- 
posed several amendments designed to clarify the application of its 
provisions and to provide legal authority for the clearance of accounts 
of officers to whom relief is granted. Upon completion of preliminary 
action on S. 1806, and consideration of the proposed amendments, a 
copy of the bill, together with these amendments, was made available 
to the House Committee on Government Operations, which proceeded 
to report favorably a clean bill, H. R. 7035, on June 29, 1955 (H. Rept. 
997). This bill, which embodied the major amendments agreed to by 
the Senate Committee on Government Operations, passed the House 
of Representatives on July 18, 1955. 

In view of the House action on H. R. 7035, the Senate committee 
substituted the House-passed bill for S. 1806, as amended, and re- 
ported it (S. Rept. 1186) on July 28, 1955. The bill passed the Senate 
on July 30, and became Public Law 334 on August 9, 1955. 

The committee also had before it S. 2677, to relieve certain officers of 
financial liability except in cases of gross negligence or fraud. Fol- 
lowing advice from the Bureau of the Budget and the Comptroller 
General that this bill was no longer necessary, in view of the enact- 
ment of H. R. 7034 and H. R. 7035, the committee took no further 
action on S. 2677. 

S. 1795 (H. R. 6295; S. 1580) to amend section 3 of the Travel Ex- 
pense Act of 1949, as amended to provide an increased maximum per 
diem allowance for subsistence and travel expenses, and for other 
purposes—Under date of March 10, 1955, a letter from the Director 
of the Bureau of the Budget transmitting a draft of proposed legis- 
lation to increase the maximum per diem allowance for subsistence 
and travel expenses from $9 to $13, was referred to the Committee on 
Government Operations by the President of the Senate. On March 
30, 1955, Mr. Johnston of South Carolina introduced a related bill, S. 
1580, to regulate subsistence and mileage allowances of civilian officers 
and employees of the Federal Government, which included provisions 
to increase the maximum from $9 to $13 per day and the vehicle allow- 
ance from 4 to 6 cents for motorcycles and from 7 to 10 cents per mile 
for airplanes and automobiles, which was referred to the Committee 
on Post Office and Civil Service. 

On April 25, 1955, the bill as recommended by the Director of the 
Bureau of the Budget was introduced in the Senate as S. 1795, and 
referred to the Committee on Government Operations. This bill 
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was reported to the Senate on May 17, 1955 (S. Rept. 353), with 
amendments. On May 19, 1955, S. 1580 was passed by the Senate, 
with an amendment reducing the proposed increased maximum from 
$13 to $12, and S. 1795 was indefinitely postponed. On the same 
date, the House Committee on Government Operations reported a 
bill identical to S. 1795 in its original form (H. Rept. 604), but 
omitted an amendment approved by this committee which qualified 
Members of Congress and legislative employees for such subsistence 
allowances, since this provision would affect only employees of the 
Senate, the House having previously approved payment of actual 
travel expenses to its Members and employees. The House approved 
H. R. 6295 by a record vote (320 ayes to 41 nays), under suspension 
of the rules, on June 20, 1955. 

The House and Senate conferees amended H. R. 6295 to incorpo- 

rate the provisions inserted by the Senate Committee on Post Office and 

Civil Service, and the conferees’ report was agreed to by the Senate 
on July 13, by the House on July 21, and the bill was approved as 
Public Law 189 on July 28, 1955. 

S. 1727, to authorize certain administrative expenses in the Treasu 
Department.—The purpose of this bill, which was introduced by the 
Chairman at the request of the Secretary of the Treasury, was to pro- 
vide basic permanent statutory authority for certain expenditures 
specified in the bill which had been previously authorized from year 
to year in annual appropriation acts. 

The bill was reported on May 5 (S. Rept. 273) and passed the 
Senate on May 9, 1955. The enone an identical bill, H. R. 5877, 
reported from the Committee on Ways and Means on May 9, which 
was laid on the table, and S. 1727 was approved in lieu as Public Law 
57 on June 1, 1955. 

H. I. 11515, to amend section 7 of the administrative expenses of 
1946, as amended, to provide for the payment of travel and trans- 
portation cost for persons selected for appointment to certain positions 
in the continental United States and Alaska, and for other purposes.— 
This bill provided for the payment of transportation and travel ex- 
penses of persons selected for appointment in the Federal service, in 
continental United States and in Alaska when it has been determined 
by the Civil Service Commission that a manpower shortage exists in 
particular occupations and in the area in which recruitment is 
effectuated. 

The bill was intended to permit recruitment of scientists, engineers, 
and other technical personnel, all of which appear to be of short 
supply in some parts of the country, in the same manner and under 
comparable conditions as are such employees recruited by private 
enterprise. The bill was amended by the House Committee on Govern- 
ment Operations to permit the payment of expenses of transportation 
of their immediate families, household goods, and personal effects. 

The bill was amended by the committee to make certain that the 
determination of occupations in which there is a shortage of man- 
power would be made by the Civil Service Commission and that this 
function not be delegated to the various departments and agencies of 
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the Government. This was done to fix responsibility and prevent 
abuse of this authority. The committee also inserted language to limit 
the authority until the end of the fifth year after its enactment. 

The bill was reported in the House, with amendments, on July 17 
(H. Rept. 2742), passed the House on July 26, and referred to this 
committee. No action was taken on the bill by the committee due to 
the fact that it was not received until the day of adjournment. 

S. 317, to supersede certain provisions of Reorganization Plan No. 3 
of 1946 with respect to the Bureau of Land Management of the De- 
partment of the Interior, and for other purpose s—This bill would 
have removed certain top pos sitions in the Bureau of Land Manage- 
ment from the competitive civil service and would have denied the 
incumbents of those positions the protection afforded them by the 
Lloyd-LaFollette Act of 1912, as amended, and the Veterans Prefer- 
ence Act of 1944, as amended. Action on 8S. 317 was postponed in- 
definitely, in line with committee action on similar proposals in previ- 
ous Congresses, following opposition to certain provisions of the bill by 
the Bureau of the Budget and the Civil Service C ommission. 

S. 1301, to limit the acquisition and use by agencies of the Federal 
Government of equipment for reproducing documents, drawings, 
papers, and so forth, on sensitized materials.—An almost identical bill, 
S. 1073, was referred to the Committee on Rules and Administration. 
Senator Carl Hayden, chairman of the Joint Committee on Printing, 
has advised the committee that the objectives set forth in this bill were 
being studied by his committee, and stated that, “Your committee 
may be assured that there will be no expansion of Government print- 
ing facilities unless it is definitely determined that existing printing 
facilities cannot or will not handle departments’ or agencies’ print- 
ing requirements satisfactorily; nor will existing Government plants 
be continued in operation when it is determined that the printing 
requirements can be handled commercially or by another Government 
plant in the area.” In view of Senator Hayden’s recommendation 
that, since his committee was already taking appropriate steps to 
attain the objectives of the bill, S. 1301 was not approved by the 
committee. 

S. 114, to provide that Fe de ral expenditure s shall not exce ed Federal 
TEVENUCS, CXCE pt in time of war or grave national em rJency declared 
by the Congre 88. 

S. 1902, to promote greater economy in the operations of the Federal 
Government by prov iding for a consolidated cash budget, a separation 
of operat ing from capi tal ¢ xpenditures, the scheduling of legislative 
action on appropr tation MEASUrES, YEa- and- nay votes on amendme nts 
to appropriation measures, and a Presidential item veto.—These. and 
similar proposals relating to fiscal problems of the Congress, were con- 
sidered by the committee in past Congresses. The committee took the 
view that approval of the bill, S. 1805, creating a Joint Committee on 
the Budget, which passed the Senate on May 19, 1955, and the enact- 
ment of Public Law 863, to improve governmental budgeting and 
accounting methods and procedures. would eliminate any requirement 
for action on S. 114 or S. 1902 until it could be determined that there 
was a need for such additional fiscal controls. 
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The committee and its Subcommittee on Reorganization conducted 
a number of studies into various aspects of Government operations. 
The staff was directed to make more extensive surveys in designated 
areas, and to submit reports upon which committee action might be 
determined. In some instances special reports have been approved by 
the committee and submitted to the Senate. One of these, a report on 
the creation of an Administrative Vice President, covered in the report 
of the Subcommittee on Reorganization (p. 89), was printed as Senate 
Report No. 1960. The major reports and staff studies in these areas 
are set forth, briefly, as follows: 

Organization of Federal executive departments and agencies 

The committee continued the compilation of an annual chart and 
report re ‘flecting all reorganizations and changes effected in the organ- 
ization, structure, and personnel of the executive branch of the Gov- 
ernment by calendar years. The chart and the accompanying report 
for calendar year 1954, reflecting data as of January 1, 1955, was 
submitted to the Senate on Mare hb », 1955 (committee print No. 15); 
the chart and the accompanying report for calendar year 1955, re- 
flecting data as of January 1, 1956, was released on March 23, 1956 
(committee print No. 16, S. Rept. 1715). The charts reflect per- 
sonnel assignments to major operating components of each depart- 
ment and agency, and the reports contain complete details concerning 
reorganizations effected and the resulting improvements in admin- 
istration and reductions in Federal personnel and expenditures. 

The demand for these reports has increased during recent years, 
and the departments and agencies have recognized ‘their value in 
accurately outlining their organizational structure, as well as reflect- 
ing their efforts to improve administrative procedures and to eliminate 
nonessential expenditures and personnel. Accordingly, in recent years 
the Federal officials have supplied an increasing amount of informa- 
tion regarding the internal operations of their respective agencies for 
inclusion in the committee report. 

Significant personnel changes during the respective calendar years, 
and reorganizations effected in the departments and agencies, were 
set forth in these reports, tet upon information supplied, at the 
request of the chairman, by the appropriate accountable officer for 
each of the departments and agencies. Organizational changes effected 
pursuant to legislation approved by the Congress, or resulting from 
internal surveys conducted under administrative controls, as well as 
appreciable changes in pe rsonnel assignments, were set forth on the 
charts and in the reports. Sections of the reports dealt with (a) nom- 
enclature and components; (6) total employees in the executive 
departments and independent agencies; (¢) overseas employees; (d) 
overseas contract employees; (e@) the legislative and judicial branches; 
(f) and the status of Government corporations. Comparative figures 
were included where appropriate. The reports also contain an organ- 
izational and personnel summary, covering all departments ‘and 
agencies, from January 1, 1947, to the period covered, as well as data 


as to when and under what authority agencies were abolished or 
created. 
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Reports of the Comptroller General of the United States 


The Comptroller General submitted a total of 160 reports, audits, 
and other communications to the Congress, or to the committee, relat- 
ing to audits, investigations, or reviews of the various operations of 
Federal agencies, and the receipt and disposition of public funds dur- 
ing the 84th Congress. These reports were reviewed by the staff in 
order to determine what, if any, action should be taken by the com- 
mittee to insure compli: ince with the recommendatitons of the General 
Accounting Office. Where these reports indicated a possible violation 
of law or an improper use of Federal funds or property, they were 
reviewed by the staff of the Senate Permanent Subcommittee on Inves- 
tigations. 

From January 1, 1947, to January 1, 1957, the General Accounting 
Office submitted to the committee a total of 433 audit reports and 
other communications dealing with activities of Government corpora 
tions and other agencies, as required by the Legislative Reorganization 
Act of 1946. In carrying out its jurisdictional responsibilities in 
this area, the committee submitted to the Senate on Januar y 20, 1954, 
a composite history of corporate activities of the Federal Govern- 
ment up to that date, in the form of a corporation manual. The report 
included analyses of audit reports of Government corporations, based 
on 155 reports submitted by the General Accounting Office to the 
committee beginning in the 80th and extending through the 1st ses- 
sion of the 83d C ongress. This report (S. Rept. 861, 97 pp.) also 
contained the specific recommendations submitted to the Congress 
by the Comptroller General of the United States for improvement in 
the activities of the corporations, and information supplied by the 
corporations relative to action taken to conform to some of these 
recommendations, or explanations as to why action had not been 
taken on other recommendations (see also pp. 52-54, S. Rept. 4, 
84th Cong.). 

In the 84th Congress, a review of the general audits submitted to 
the Congress was compiled by the staff of the committee, in coopera- 
tion with officials of the General Accounting Office, covering the 378 
audit reports forwarded to the Congress by the Comptroller General 
from January 1, 1947, to January 16, 1956 (S. Rept. No. 1572, 1,223 
pp). The purpose of this report w as to present a résumé of the progr ess 
that has been made in auditing the financial transactions and activities 
of the Federal Government since the enactment of the Accounting 
and Auditing Act of 1950 (64 Stat. 834; 31 U.S. C. 66) which was 
included as part II of Title I of the Budget and Accounting Pro- 
cedures Act of 1950 (64 Stat. 832; 31 U.S. C. 65). 

The analyses of the various audits submitted to the C ongress by 
the General Accounting Office set forth the type and extent of audits 
performed ; the effectiveness of internal audit and control and related 
administrative practices of the respective agencies; brief summaries 
of recommendations made to the agencies and to the Congress for 
improvement of internal or general audit procedures, and for the 
correction of operating deficiencies reported as not coriforming to the 
intent of the legislative authority under which designated functious 
are performed. The analyses also included actions already taken, 
either by the agency or component involved or by the Congress, the 
status of pending actions to conform to specific recommendations, with 
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agency comments relative to certain aspects of the reports with which 
they might not be in full accord, and information relative to actions 
taken by the various committees of Congress in conformity with GAO 
recommendations or as a result of other reports made by that agency 
at the request of such committees. As an illustration, see pages 21-22, 
Senate Report 1572, 84th Congress. 

Fifty-five additional reports, including 86 audit reports, of the 
Comptroller General have been referred to the committee since Senate 
Report No. 1572 was printed. These reports have been examined by 
the staff, and, in certain instances, by the staff of the Senate Permanent 
Subcommittee on Investigations, but no action has been taken thereon 
by the committee. 


Fees for Government services (S. Res. 140) 


A resolution (S. Res. 140), sponsored by the chairman and ranking 
minority member of the Committee on Interstate and Foreign Com- 
merce, relative to the establishment of uniform fees and charges by 
Government agencies for work or other things of value performed by 
them, and authorizing the expenditure of $30,000 for the proposed 
study, was referred to the Committee on Government Operations on 
July 27,1955. The committee reported the resolution favorably, with 
an amendment, on July 28 (S. Rept. 1184), and it was referred to the 
Committee on Rules and Administration on July 30, 1955, for further 
consideration. 

This committee had previously adopted a policy that changes in law 
or legislative authority which may be required with respect to the feas- 
ibility and practicability of establishing appropriate fees and charges 
for special services rendered by the Government for the benefit of per- 
sons or agencies other than for the public benefit, should be considered 
by the respective jurisdictional committees; and that fee assessments 
and adjustments to be made by individual Federal agencies should be 
evaluated and approved by the appropriate committees and, if nec- 
essary, remedial legislation should be recommended to the Congress by 
such committees. 

No further action was taken on Senate Resolution 140 prior to ad- 
journment of the 1st session of the 84th Congress. The Committee on 
Government Operations concluded, however, that under the Legisla- 
tive Reorganization Act of 1946 it was already vested with the author- 
ity proposed, and directed the staff to prepare a summation of legisla- 
tive and administrative actions taken in connection with the assessment 
of fees for such services. The staff report, with appropriate com- 
ments of various Federal agencies charging fees for special services, 
and schedules of such fees, was approved by the committee and filed in 
the Senate on February 1, 1956 (S. Rept. 1467, 249 pages). 

Shortly after the convening of the 2d session of the 84th Congress, 
the Committee on Rules and Administration approved Senate Resolu- 
tion 140, as amended, but, in view of its previous report to the Senate 
on this subject (S. Rept. 2120, 81st Conn), and the current report then 
being drafted, the chairman requested the Committee on Rules and 
Administration to rescind this action. 

The committee has since been informed that the original program 
outlined by the Bureau of the Budget, under authority of title V, Pub- 
lic Law 137, 82d Congress, for adjustment of fees where appropriate 
by the various Federal agencies, had been reactivated in the absence 
of legislation establishing such fees for specific services. 

86397—57——_5 
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Reorganization of the Passport Office (8.3340) 

For the past several years Members of the Senate have received 
numerous complaints from constituents concerning the long delays 
encountered in the procurement of passports. During the first session 
of the present Congress the Committees on Appropriations heard testi- 
mony to the effect that there were serious deficiencies in the handling 
of passport applications, and that a complete reorganization of the 
Passport Office was necessary to correct this condition. 

In July 1955 Senator Hubert H. Humphrey pointed out on the floor 
of the Senate some of the major deficiencies in the operations of the 
Passport Office which had come to his attention. These included 
inadequate quarters, lack of sufficient personnel and telephone facil- 
ities, and completely outmoded methods and equipment, which, it was 
reported, were responsible for the delays in providing the public with 
the services authorized and required to be performed by that office. 
Senator Karl E. Mundt, of South Dakota, another member of this 
committee, also took a personal interest in providing legislative sup- 
port toward the correction of these deficiencies. 

The chairman of the committee directed the staff to review the 
operations, workload, and requirements of the Passport Office, and to 
determine its needs for enlarged and more modern quarters, additional 
funds and personnel, improvement in telephone service, and the pro- 
curement of modern mechanical equipment and other facilities, and to 
submit full information and recommendations for the establishment 
of a program of reorganization on which committee action might be 
taken with the objective of eliminating the existing backlogs and 
deficiencies in its operations. 

After conferring with the Director, the staff cooperated with other 
Federal agencies in the development of a program designed to facili- 
tate the complete reorganization and modernization of the Passport 
Office. The staff actively participated in the development of the pro- 
jected program of the Director, and requested the active cooperation 
of a number of Federal agencies for the formation of a reorganization 
team of qualified experts to assist the Director in carrying out this 
project. Agencies asked to participate and to assign qualified per- 
sonnel to assist in the formulation of a program of reorganization were 
the General Services Administration, the Bureau of the Budget, the 
General Accounting Office, and the Civil Service Commission. 

In compliance with the request regarding the management super- 
vision of the program, the Bureau of the Budget arranged with Miss 
Frances Knight, Director of the Passport Office, and the Chairman 
of the Civil Service Commission to have the Director of the Bureau 
of Management Services of the Civil Service Commission assigned to 
work with the Director of the Passport Office (1) in the development 
and installation of the new reorganization program, (2) in defining 
the functions of the newly created divisions and sections, (3) in fixing 
responsibilities and delegations of authority, (4) in developing stand- 
ards of performance and stafling patterns, and (5) in overall improve- 
ments in personnel administration and general management. 

In adopting the findings of the staff, the committee authorized the 
filing of a report in the Senate (S. Rept. No. 1604, 27 pp.), but took 
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the view that other improvements necessary to enable the Passport 
Office to absorb its potential workload and be in a position to continue 
to function efliciently when demands for its services increased, required 
legislative action by the Congress. In line with this objective, a bill, 
S, 3340, was introduced to carry out the recommendations set forth in 
a committee re port. S. 3340 proposed to elevate the status of the 
Passport Oflice to a new United States Passport Service under the di- 
rection of the Secretary of State; to establish a revolving fund in or- 
der to provide flexibility in financing and to permit the Director to 
meet expanding or contracting activities caused by seasonal or ex- 
traordinary conditions; that passport renewal fees be increased by 
100 percent to conform to increased service costs; and that the Pass- 
port Office be provided with its own accounting and internal audit 
system. 

Following reference of the bill back to the committee for 
hearings, the staff was directed to submit a further report relative to 
progress made in line with the objective set forth in Senate Report 
No. 1604, for committee consideration in the next Congress, should the 
improvements proposed to be made prove to be insufficient to correct 
the original deficiencies and result in continued delays in the issuance 
of passports. 

Records management SUTVEYS 

At the direction of the chairman, the staff made an analysis of the 
results attained under an appropriation of $300,000 provided for in 
the supplemental appropriations act of 1955 to the General Services 
Administration to contract with private concerns for studies of rec- 
ords management and records disposal practices of Federal agencies. 
The results of this staff study were submitted on December 29, 1955 
(staff memorandum No. 841-40). The staff summary of its findings 
concluded that: 


The appropriation of $300,000 to the GSA for records 
management surveys has, according to the estimates compiled 
by the GSA and the agencies for whom the surveys were con- 
ducted, resulted in savings of from $15 to $20 for each dollar 
expended. The contractors’ estimates of savings totals ap- 
proximately $18 million, or $60 for each $1 expended. The 
Hoover Commission, and other sources, indicate that present 
Federal expenditures for paperwork tot: al from $4 billion to 

$5 billion annually. 

A request for additional funds to continue the program 
has been submitted to the Bureau of the Budget by GSA. 
The Director of the Bureau of the Budget has not informed 
the committee specifically as to what action will be taken on 
this request, but has advised the chairman that “The Pres- 
ident, I feel confident, will have some recommendations to 
make in this regard in his proposed budget for 1957 which 
should provide the means to carry forward this important 
work.” 

The General Services Administration submitted a request for funds 
in the amount of $200,000 to continue this program for fiscal year 
1957, which was approved by the Bureau of the Budget, but rejected 
by the House Committee on Apvropriations, 
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A further request for these funds was made to the subcommittee 
of the Senate Appropriations Committee, on the independent offices 
appropriations, with the following justifications : 


The House action disallowing this item will impede early 
action in effecting the recommendations of the Hoover Com- 
mission. The Commission estimates annual costs of Govern- 
ment paperwork to be $4 billion, and predicts savings of $255 
million by more eflicient operation. The $300,000 appro- 
priated in 1955 for records management surveys by private 
management firms resulted in savings accomplished to date 
of $4.2 million, a return of 14 to 1. 

To speed up realization of such savings the regular GSA 
staff must provide strong and continuing technical leader- 
ship. Surveys by private contractors can be immediately 
useful and effective in certain problem areas. Thus, surveys 
should supplement but not substitute for the long-range con- 
tinuous efforts of the GSA records management staff. 


The subcommittee incorporated in its record of the hearings on this 
proposal, a copy of a letter from the chairman addressed to the chair- 
man of the subcommittee, and the memorandum prepared by the staff 
of the Committee on Government Operations. (See pp. 273-279, hear- 
ings April 26, 1956.) 

On recommendations of the subcommittee, the Senate Committee 
on Appropriations approved an appropriation of $100,000 for the con- 
tinuation of this program for fiscal year 1957, which was increased 
to the original amount of $200,000 requested by the agency on the Sen- 
ate floor. The House conferees, however, continued to oppose the 
item, and it was stricken in conference. 

The Administrator of General Services, in his final quarterly report 
on the results of the original surveys made by private contractors, on 
August 28, 1956, reported savings in excess of $4,000,000 under this 
program, and stated that— 


This progress report for the quarter ending June 30, 1956, 
covering the results of records management surveys by pri- 
vate contractors, has been submitted to the Congressional 
Appropriations Committees, as required by Public Law 663, 
83d Congress. It is also being transmitted for your informa- 
tion. 

All the surveys have been completed and the attached table 
shows that recommendations already accepted should lead to 
savings of $4,336,048. Of this amount $568,129 represents 
savings in personnel costs. Savings in space amount to 
$792,445 and savings in equipment are $2,975,474. This total 
is $40.208 more than the total savings shown in our last 
quarterly report and represents almost a $15 saving for each 
dollar appropriated. 

The agencies that were surveyed have now acted on almost 
all the recommendations and the few on which final action 
has not been taken are unlikely to result in significant savings, 
other than some improvement in administrative efficiency. 
For that reason, unless unexpected action is taken bv one or 
more of the agencies, this will be our final report on the sur- 
veys made under Public Law 663, 83d Congress. 
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Government competition with private enterprise (S. 1003; S. 1374; 
S. 2740) 

During the 84th Congress, the committee devoted considerable 
attention to various aspects of the extent to which the Federal Gov- 
ernment is engaged in commercial and business-type activities which 
are or may be in competition with private enterprise. 

In Februar y 1955, the chairman of the committee introduced a bill, 
S. 1003, to establish a Federal policy concerning the termination, limi- 
tation, or establishment of business-type operations of the Govern- 
ment which may be conducted in competition with are enterprise. 
Subsequently, Senator McC arthy introduced a bill, S. 1374, to provide 
for the termination of Government operations which are in competi- 
tion with private enterprise; and Senator Smith of New Jersey, in 
August 1955, introduced S. 2740, to provide for the closing of certain 
commercial-type enterprises operated by civilian departments and 
agencies of the Government. 

In March 1955, the Director of the Bureau of the Budget advised the 
chairman of the committee, in response to a request for comments on 
S. 1008, that the executive branch had a program under way for the 
review of various types of Government activities which may be in com- 
petition with private enterprise. He enclosed a bulletin, dated Janu- 
ary 15, 1955, addressed to the heads of executive departments and 
establishments, announcing the initiation of a review of those com- 
mercial-industrial type activities conducted by the Government that 
provide services or products for its own use which could be procured 
from private enterprise through ordinary business channels, setting 
forth Government policy with respect to both the starting and carry- 
ing on of such activities. 

In general, the bulletin set forth the policy that— 


the Federal Government will not start or carry on any com- 
mercial activity to provide a service or product for its own use 
if such product or service can be procured from private enter- 
prise through ordinary business channels. 


The bulletin provided further for a review by agency heads, con- 
sisting of (a) an immediate inventory of all commercial activities, 
and (0) an evaluation of these activities, to be spread over a longer 
period of time. ‘The first evaluation was to cover manufacturing 
activities, to be followed periodically by similar evaluations of other 
commercial activities, such as wholesale and retail trade, repair and 
business services, construction, transportation, communication, public 
utilities, agriculture, forestry, fisheries, and mining. Special rules 
and criteria were established for the guidance of agency heads in 
carrying out the inventory and evaluation, and detailed instructions 
were included. Inventory forms were to be submitted to the Bureau 
of the Budget by April 15, 1955, and evaluation reports of manufactur- 
ing activities were to be submitted by July 15, 1955. Each agency 
head was required to assign to a me smber of his key staff the respon- 
sibility for direction and coordination of the program throughout the 
agency, under the personal direction of the agency head. 

“Fin: illy, the bulletin stated that in view of the fact that the Depart- 
ment of Defense had started its own review of these activities many 
months earlier, special instructions would be issued for that Depart- 
ment in order to take full advantage of the work already done. It 
further noted that the Department of Defense has been engaged in a 
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survey and program designed to eliminate commercial-type activities 
carried on by that agency and its components since 1952. The Bureau 
also reported that the Department of Commerce, in October 1953, 
established the Business and Defense Services Administration with 
the function of receiving complaints from private industry, relative 
to Government competition and to attempt to work out an arrangement 
to facilitate the termination by Government agencies of the activity 
complained about if such action is feasible, and that the Administra- 
tion was given no authority to do more than call the complaint to the 
attention of the agency involved and bring all interested parties 
together. (For details of earlier events, see S. Rept. 4, 84th Cong., 
pp. 47-50.) 

At the direction of the chairman, the staff prepared an extensive 
analysis of the entire subject, with special reference to S. 1003. This 
was issued in April 1955 as staff memorandum No. 84-1-8 and in- 
cluded not only a review of various congressional studies of the subject 
during the past 20 years, but also the more recent efforts of the execu- 
tive branch to expedite its own program toward elimination of these 
activities through administrative action. 

In May and June of 1955, the Commission on Organization of the 
Executive Branch of the Government issued reports on Business 
Enterprises and Business Organization of the Department of De- 
fense. Both of these reports were supported by extensive task force 
studies and made numerous recommendations designed to achieve the 
rapid termination of Government activities which compete with pri- 
vate enterprise. 

While the committee was considering various aspects of this sub- 
ject, in order to determine whether hearings should be scheduled 
on the pending bill, the House and Senate Committees on Appropria- 
tions attached a rider to the 1956 defense appropriation bill (H. R. 
6042), dealing with the alee. This rider, contained in section 638, 
forbade the use by the Department of Defense of any funds appro- 
priated by the act, for the disposal or transfer by contract or other- 
wise of work that had been performed by civilian personnel of the 
Department for a period of 3 years or more, unless justified to the 
Senate and House Appropriations Committees at least 90 days in ad- 
vance of such proposed disposal or transfer, that its discontinuance is 
economically sound and the work is capable of performance by a con- 
tractor without danger to the national security. It was further pro- 
vided that no such proposed disposal or transfer shall be made if dis- 
approved by either committee within the 90-day period by written 
notice to the Secretary of Defense. 

When the President signed the bill, which became Public Law 157, 
84th Congress, he sent a message to the Congress in which he stated 
that he had signed the bill only because the funds appropriated were 
urgently needed by the Department of Defense; and that— 


except for this imperative need, I would have withheld my 
approval of the bill, for I am advised by the Attorney General 
that one of its provisions, section 638, constitutes an uncon- 
stitutional invasion of the province of the Executive. 


He stated further that although the Congress has the power to grant 
or deny an appropriation, once an appropriation is made, it must, 
under the Constitution, be adbidietn red by the executive branch alone, 
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and the Congress has no right to confer upon its committees the power 
to veto executive action or to prevent executive action from becoming 
effective. 

The President concluded that portion of his message by stating 
that— 


I do not, by my approval of H. R. 6042, acquiesce in the pro- 
visions of section 638, and to the extent that this section seeks 
to give to the Appropriations Committees of the Senate and 
House of Representatives authority to veto or prevent execu- 
tive action, such section will be regarded as invalid by the 
executive branch of the Government in the administration 
of H. R. 6042, unless otherwise determined by a court of 
competent jurisdiction. 


Despite this message, following a ruling of the Comptroller General 
to the effect that section 638 would be strictly enforced, the Secretary 
of Defense proceeded to submit to the Appropriations Committees of 
both Houses proposals for the discontinuance of various activities 
with a justification for the proposed action in each case. It is reported 
that, following some initial delay due to the fact that the Congress 
was not in session, some 112 proposals for the discontinuance of various 
activities were submitted to the respective committees, and that all but 
9 were permitted to become effective. 

When the House Committee on Appropriations was considering the 
1957 Department of Defense appropriation bill, H. R. 10986, a section 
633 was inserted, which was identical in every respect to section 638 of 
the 1956 act. On May 10, 1956, after extensive debate, the House of 
Representatives voted, 222 to 156, to eliminate section 633 from the 
bill. The net result of this action was to leave the final decision to 
discontinue various commercial-industrial activities carried on by the 
Department of Defense in that Department and not in the Senate and 
House Appropriations Committees. 

In reversing its previous action on this matter, the House of Repre- 
sentatives gave consideration to the fact that the House Committee on 
Armed Services had reported a broad general bill (H. R. 7992, H. 
Rept. 2151), section 27 of which would have vested in the appropriate 
jurisdictional committee permanent authority to terminate activities 
which section 633 would have conferred upon the Committees on 
Appropriations, on a temporary basis, H. R. 7992 prescribed the rules 
and procedures to be followed in full detail and provided that resolu- 
tions of disapproval of specific proposals must be filed and adopted by 
either House of the Congress within 60 days after submission in order 
to effect legislative controls over such proposed disposals as contem- 
plated under the provision originally incorporated in the appropria- 
tion act. The House failed to act on H. R. 7992 prior to adjournment, 
and, since section 638 of the 1956 act expired at the end of the 1956 
fiscal year, there appear to be no restrictions to such disposals which 
formerly required prior legislative approval. 

In May 1956, the Bureau of the Budget issued a publication entitled 
“An Inventory of Certain Commercial-Industrial Activities of the 
Government,” which was the first part of the inventory and review 
begun in January 1955. It revealed, among other things, that the 
Federal Government has 19,771 commercial-industrial activities 
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which produce a product or service for the Government’s own use. In 
a press release accompanying the report, it was stated that the report— 


was another step in the administration’s long-term program 
to eliminate unnecessary Government competition with our 
free enterprise system, * * *; that since its inauguration the 
program has prevented the starting of additional commer- 
cial-industrial activities. * * * 


It was pointed out further that agencies are now forbidden by ad- 
ministration policy to commence such activities unless the head of 
the agency finds after examination that it is not in the public interest 
to procure the product or service from private enterprise. 

In listing the accomplishments to that date, the release stated that 
the Department of Defense has terminated some 32 types of com- 
mercial-industrial activities. ‘These operations have been ended at 
246 installations and are in process of termination at 58 additional in- 
stallations. The General Services Administration has placed con- 
tracts, some of them experimental, for some 60 categories of services. 
The Reconstruction Finance Corporation has been terminated. All 
but 1 of the 27 synthetic-rubber plants built during World War II 
have been sold to private industry. The Inland Waterways Corpora- 
tion has stopped its operations. The Federal Government is getting 
out of the business of owning and operating the Atomic Energy 
communities of Oak Ridge, Tenn., and Richland, Wash. Farm-credit 
institutions are gradually being changed over from Government- 
owned to farmer-owned enterprises. 

The inventory report revealed that of the 19,771 Government ac- 
tivities, 19,321 are Government-operated, involve capital assets of 
$2,990,109,735, and employ 258,425 civilian Government employees, 
and 8,096 other Government employees. There are also 450 other 
activities which are Government-owned but contractor operated. 
These involve capital assets of $8,873,880,834 and 69,667 civilian em- 
ployees of private contractors. 

In October 1956, the Bureau of the Budget issued a further report 
which revealed the discontinuance or substantial curtailment of 355 
competitive manufacturing activities of the Department of Defense 
and 137 of civilian agencies of the Government, including the Depart- 
ments of Agriculture, Health, Education, and Welfare, Interior, and 
the Veterans’ Administration. 

Finally, on November 5, 1956, the White House Press Secretary 
announced that— $ 


many hundreds of Government real properties have been 
declared surplus and put up for sale or yielded by landlord 
agencies for new productive uses as the result of a review 
of the Federal Government’s vast holdings initiated by the 
President 3 years ago. 


The announcement stated further that this information was con- 
tained in a progress report on the program, made by the Director of 
the Bureau of the Budget to the President. It noted that the review 
being made, which is jointly sponsored by the Bureau of the Budget 
and the General Services Administration, is the first sustained gov- 
ernmentwide effort aimed at reducing Government holdings of real 
property to the minimum necessary to essential operations. Its spe- 
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cific objectives are: (1) disposal of unneeded and uneconomic proper- 
ties so as to obtain cash proceeds in the Treasury and reduce annual 
operating and maintenance costs; (2) restoration of properties to 
private ownership and placing them in productive use; (3) return of 
properties to State and local tax rolls; (4) filling of new Federal prop- 
erty requirements, wherever possible, by transfer from one agency 
to another instead of by acquiring additional properties; and (5) to 
make excess property available, under certain conditions, to State and 
local governments and institutions for health and education purposes. 

In carrying out this program, each of the principal real property- 
owning agencies reviewed its holdings for the purpose of identifying 
unneeded and uneconomic properties as excess and achieving prompt 
disposal of surplus properties. Analyses were also made of the screen- 
ing and disposal practices of the various agencies. 

The release announced that the first phase of the program had now 
been completed with such significant results that the President had 
asked the Director of the Bureau of the Budget to follow up this 
activity in cooperation with the agencies concerned. 

Some of the results achieved to date are (1) in the fiscal years 1954, 
1955, and 1956, some 1,440 properties which cost the Government 
approximately $485 million were declared excess by Government agen- 
cles; (2) during the same period, the General Services Administration 
sold 397 surplus properties for $43 million, and, in 1956 alone, the Gen- 
eral Services Administration sold 171 surplus properties for approxi- 
mately $26 million, or almost 6 times the amount realized from sales 
in 1953. Numerous other properties found to be surplus were sold 
by other agencies such as the Department of Defense and Interior and 
the Tennessee Valley Authority; (8) during the same period, some 
184 properties which cost $110 million were transferred between agen- 
cies to meet new requirements, thus enabling the need for additional 
properties to be met from existing holdings of excess properties. 


Constitutional and legal aspects of Presidential delegations of 
functions 


Following a request by the chairman of the Subcommittee on Re- 
organization, a special staff study was prepared for the use of the 
subcommittee in connection with its consideration of a proposal for 
the establishment of an Office of Administrative Vice President, rela- 
tive to the legal aspects of Presidential delegations of constitutional 
and statutory functions. 

This report was incorporated in the hearings (Jan. 16, 1956, p. 23). 
The committee approved the subcommittee report which was filed in 
the Senate on May 9, 1956, as Senate Report No. 1960. (See report 
of Subcommittee on Reorganization for further details, p. 89.) 


Regulatory agencies 


From time to time, the committee has received complaints from 
Members of the Senate, and from others, with respect to the operation 
of the Federal regulatory agencies. In essence, these complaints 
related to long delays and serious backlogs in the disposition of cases 
by hearing examiners, administrative officials, and the regulatory 
boards cil sammalaaia themselves. It was alleged that these delays 
were causing serious hardship, financial and otherwise, particufarly to 
small businesses and affected industries which find it difficult to main- 
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tain a normal level of activity while actions are pending over extended 
periods of time before the various regulatory bodies. 

Pursuant to the committee’s responsibility for determining efficiency 
and economy of the Federal Government at all levels, the chairman 
directed the staff to make a study of the operations of certain of the 
regulatory agencies for the purpose of ascertaining the cause of delay, 
developing pertinent information relative to the reported backlogs, 
and proposing either legislative or administrative action designed ‘to 
cure operational and administrative defects which may be found to 
exist. 

In planning the proposed study, discussions were had with repre- 
sentatives of the General Accounting Office and, at the request of the 
chairman, the Comptroller General assigned a member of the GAO 
legal staff who was familiar with the operations of the regulatory 
agencies to assist the committee staff in developing the essential facts 
prior to the initiation of committee action. Following several con- 
ferences with officials designated by the commissions, specific informa- 
tion requests in 11 outlined categories weve formulated and forwarded 
to heads of the agencies concerned. This was done in order to establish 
a uniform basis of approach to the projected study. Following the 
submission of these questions, a series of conferences was arranged 
with the managerial and policy staffs, with a view to clarifying ‘the 
nature and type of information requested in the questionnaires. In 
addition, each agency assigned a member of its staff to work with the 
committee staff in the formulation of a report to the committee. A1- 
though an attempt was made to organize and tabulate the material 
submitted so as to obtain a uniform picture of operations and problems, 
a number of the agencies did not follow the prescribed pattern and 
much analysis and digesting became necessary. 

The staff was able to determine, however, that the basic cause of 
backlogs and delays which a preliminary examination of the material 
br ought to light was largely due to the requirements of due process and 
the need for additional heari ing examiners. 

In the meanwhile, committees of the C ongress having legislative 
jurisdiction over the policies as well as the operations of the regulatory 
agencies had initiated long-range, intensive studies of some aspects of 
these programs. Another study was conducted by Subcommittee 
No. 1 on Regulatory Agencies of the Select Committee on Small Busi- 
ness of the House of Representatives. Following a series of extensive 
hearings, which commenced in July 1955 and were concluded in 
June 1956, this subcommittee prepared a report entitled, “The Organi- 
zation and Procedures of the Federal Regulatory Commissions and 
Agencies and Their Effect on Sma!l Business.” This report, first made 
public on October 16, 1956, as a committee print, and filed as House 
Report 2967 on December 24, 1956, covers a wide range of material 
which was under study by the staff of this committee. Covering 91 
pages, it includes such matters as the origin and importance of the 
regulatory agencies, recommendation of the Hoover Commission, 
powers and authority of the Chief Executive over such bodies, a 
review of some of the record of regulatory agencies, conclusions, and 
recommendations. 

With the submission of this report, and in view of studies being 
conducted by other committees, with the possibility of duplication, 
the staff of this committee was directed by the chairman to suspend 
the preparation of a report pending a reevaluation of the work which 





ACTIVITIES OF SENATE COMMITTEE ON GOVERNMENT OPERATIONS 67 


has been done by other committees in this field so that the committee 
may determine the need for continuing this program. 


Congressional investigations of communism and subversive activities, 
1918-56 (S. Res. 327) 


By direction of the committee, the staff prepared a summary-index 
to the various hearings and reports dealing with the subject of sub- 
versive activities in the United States. The purpose was to make 
available to the various committees, Members of Congress, and other 
interested persons an up-to-date reference to all inv estigations held by 

the legislative branch of the Federal Government which deal with all 
phases of the Communist question, beginning with the 65th Congress. 

The available material was of such magnitude that the staff at- 
tempted to condense it to a summ: ary-index of hearings held by or 
reports emanating from standing, select, special, and joint committees 
of both Houses of Congress relating to the Communist movement 
within the United States. It also includes all hearings and decisions of 
the Subversive Activities Control Board, since its inception in 1950. 

In approving the printing of this summar y, the committee took the 
view that this document would be helpful i in alerting and educating the 
American people to the fact that the Congress is “fully aware of the 
seriousness of subversive activities, and that congressional investigat- 
ing committees have carried on a determined campaign to uncover and 
destroy the Communist conspiracy in the United States covering the 
period from 1918 to 1956. These hearings and reports clearly illus- 
trate the fact that the Communist Party has constantly carried on a 
relentless campaign in an effort to discredit all investigating commit- 
tees of Congress and to destroy our American way of life by the use 
of subversive tactics and Communist propaganda. 

As most of the hearings and reports in “this index are no longer 
available to the genera] public and exist only in a few select libraries 
in the United States, witnesses appearing at the major congressional 
hearings are listed so that there will be available an additional means 
of quickly identifying the date, the time, and place of appearance of 
such witnesses, which, in the view of the committee will be useful to 
oflicials of Government such as security officers and future investigat- 
ing committees. Many witnesses listed in the hearings and in “the 
alphabetical name index were called as friendly witnesses by the 
committees and, in some instances, were me »mbers of committee staffs. 
The fact that the name of a person appears in this index as a witness 
indicates only that such person did in fact testify, and a careful 
check of the testimony itself will determine the circumstance under 
which the testimony was received. 

On July 6, 1956, the Committee on Government Operations, meeting 
in executive session, approved the report and ordered it to be printed 
as a summary-index, entitled “Congressional Investigations of Com- 
munism and Subversive Activities, 1918 to 1956.’ 

On July 23, 1956, the chairman obtained unanimous consent of the 
Senate to have the above entitled “Summary-Index” printed as a 
Senate document (S. Doc. 148, 382 pp.). At the same time, the chair- 
man who also granted permission to have printed 2,750 additional 
copies of the document for the use of the Committee on Government 
Operations. This resulted in Senate approval of a resolution (S. Res. 
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327), authorizing the printing of these additional copies, on July 27, 
1956. 

Since this document was published, a continuing study has been 
made by the staff of the committee of all new congressional hearings 
and reports so that a revised document, or a supplement to Senate 
Document 148, could be published at such time as the committee 
determines. 


Documented hearings on Senate Joint Resolution 21, Commission on 
Government Security 
In connection with hearings held by the Subcommittee on Reorgani- 
zation on Senate Joint Resolution 21, to create : Commission on Gov- 
ernment Security, action on which is outlined elsewhere in this report 
(p. 11), the staff was directed by Senator Hubert H. Humphrey, 
acting chairman in charge of the hearings, to document and include a 
complete summary of the basic statutes and Executive orders ae 
which the security program operates, with regulations issued by Fed- 
eral agencies in carrying out their respective security programs. This 
documentation as prep: ared by the staff was incorporated in the hear- 
ings (pp. 741 to 1350, inclusive), after being reviewed by the agencies 
under whose author ity the various security regulations were released. 
This information was included to assist the members of the Com- 
mission on Government Security and its staff in fully evaluating the 
existing variations and irregularities in the operations of the security 
programs of all of the prince ipi al agencies to which security regulations 
apply, and to enable the Commission to submit appropriate recom- 
mendations to the Congress for clarifying and perfecting legislative 
action. 


Intergovernmental relations 

During the 84th Congress, the committee staff made several extensive 
studies of various aspects of Federal-State-local relations, with special 
reference to the reports of the Commission on Intergovernmental Rela- 
tions, relating to payments of taxes, or in lieu of taxes, to State and 
local governments, and of the Interdepartmental Committee for the 
Study of Jurisdiction Over Federal Areas within the States. 

An index of the 311- -page report of the Commission on Intergovern- 
mental Relations with its 15 supporting volumes, was compiled by the 
Legislative Reference Service of the Library of Congress at the re- 
quest of the committee and printed as Senate Document No. 111, 84th 
Congress. <A detailed staff study of proposed legislation dealing with 
payments in lieu of taxes, together with background material and a 
digest of pertinent findings and recommendations of the Commission 
on Intergovernmental Relations and its Study Committee on Payments 
in Lieu of Taxes and Shared Revenues, was made available to com- 
mittee members in a 17-page staff memorandum (84-1-36, November 
98,1955), to which was attached a 52-page appendix. The Bureau of 
the Budget prepared, as a part of this study and at the request of the 
committee, a comparative analysis of 12 Senate and House bills then 
pending before the Congress providing for the establishment of gen- 
eral systems for payments in lieu of taxes, and their conformance or 
nonconformance with recommendations of the Commission. 
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The staff also prepared a detailed analysis and digest of the major 
features of part I of the report of the Interdepartmental Committee 
for the Study of Jurisdiction Over Federal Areas Within the States 
in connection with the introduction of a bill, S. 4196, by the chairman 
and the ranking minority member of the committee with the objective 
of implementing some of the recommendations of the Interdepart- 
mental Committee. 

Full details of these activities will be found in the section of this 
report entitled “Intergovernmental Relations” (p. 19). 

Staff studies of governmental operations reported to the committee 

The committee received 72 executive communications, referred to it 
by the President of the Senate, from various department and agency 
heads (36 from the General Services Administration), transmitting 
reports on contracts negotiated for experimental purposes; stockpiling 
of strategic materials; procurement policies of executive agencies; 
administration of surplus property laws; proposing legislation re- 
quired in carrying out certain functions; and on other related opera- 
tions dealing with general administration, reorganization, fiscal, ree- 
ords management, and sur plus property disposal | programs. The staff 
of the committee was directed to examine each of these reports, and, if 
warranted, to report back on any such activity for further committee 
action. (See Records Management Surveys, p. 59, as illustrative of 
this type of staff activity, and pp. 20-21, S. Rept. 1572, 84th Cong.) A 
majority of these reports were submitted in compliance with various 
acts of Congress, and contained routine information on which no 
action was required by the committee. 

In response to requests from members of the committee, or from 
other Senators, a number of inquiries were made into various types 
of Government operations, on which staff reports were prepared and 
submitted to the Senators requesting the information. Where in- 
dicated, corrective action were initiated. These studies included the 
following areas of Federal activity: 

(a) Establishment of a single manager system for control of sup- 
plies and common-use items in the Department of Defense. 

(b) Present status and proposed use of the Eastman Hotel, Hot 
Springs, Ark. 

(c) Retired military personnel now residing in Arkansas. 

(7) Procurement of printing ink and mimeographic supplies by 
the GSA. 

(e) Disposition of certain buildings located at Blytheville Air Force 
Base, Mississippi County, Ark. 

(f) Procurement of maps and map-making services by the Govern- 
ment. 

(7) Proposed transfer of certain functions and activities of the 
Naval Establishment from Scotia, N. Y., to Byron, Ga. 

(hk) Procedure followed by the GSA for procurement of lumber 
for hurricane relief in Puerto Rico. 

(7) Proposed construction of CAA warehouse at Will Rogers Field, 
Oklahoma City, Okla. 

(j) Petition of crew members of the USNS T-LST 618 (MATS), 
San Francisco, Calif., requesting clarification of certain orders per- 
taining to the compensation of the crew. 

(4) Disposal of Pasco Engineering Depot, Pasco, Wash. 
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(2) Proposal by United States Army, Corps of Engineers, San 
Francisco district, to cancel contract with private pac ‘kaging con- 
tractors for pac ‘kaging of overseas supplies, allegedly placing the Gov- 
ernment in competition with private industry. 

(m) Propriety and alleged excessive cost of the Department of the 
Navy practice of furnis shing self-addressed colored envelopes for sub- 
mission of bids. 

(n) Proposed creation of a Permanent Commission on Organiza- 
tion of the Executive Branch of the Government. 

(0) Investigation of Government contract practices in relation to 
the technical assistance and related programs. 

(p) Development of information rel: ative to the total amount of 
funds allocated as Federal grants-in-aid to each State. 

(qg) Payments by housing author ity in lieu of taxes to certain com- 
munities, and the disposition of housing projects by the Public Hous- 
ing Administration. 

(r). Procedures of the district public-works office, First Naval Dis- 
trict, in contracting for appraisals of real estate (runways at the Naval 
Air Station, South Weymouth, Mass.). 

(s) Eligibility of Boys’ C iubs of America under Department of 
Defense program for donation of surplus peony to educational 
activities of special interest to the armed services 

(¢t) Complaints of alleged unfair treatment in allocation of GSA 
contracts. 

(uw) Alleged preferential treatment to firms manufacturing prod- 
ucts under “Smokey Bear” licenses issued by the Department of 
Agriculture. 

(2) A study of the legality of certain antidiscrimination pro- 
visions included in Government contracts, pursuant to Executive 
order. 

(w) Analysis and compilation of major statutes and regulations 
relative to conflict of interest which apply to present and former of- 
ficers and employees of the Federal Government. 

(x) Investigation of alleged irregularities in the operations of post 
exchanges and commissary stores in the metropolitan Washington 
area. 

ACTION ON SENATE RESOLUTIONS 


Resolutions by the committee to provide funds for the Senate Per- 
manent Subcommittee on Investigations during the year ending 
January 31, 1956, $190,000 (S. Res. 41) was reported by the com- 
mittee on January 26, by the Committee on Rules and Administration 
on February 10, 1955 (S. Rept. 30), and considered, amended, and 
agreed to in the Senate on February 21, 1955; and, during the next 
year ending January 31, 1957, $215,000 (S. Res. 188) was reported 
on January 19, referred to the Committee on Rules and Administra- 
tion on January 24, reported favorably by the latter committee on 
January 26, 1956 (S. Rept. 1460), and considered and agreed to on 
February 16, 1956. Senate Resolution 202 extended the unexpended 
funds provided by Senate Resolution 41 to February 15, 1956, and 
Senate Resolution 209 which continued authorization to F ebr uary 29, 
1956, of all committees to make expenditures from the contingent 
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fund of the Senate pending final approval of the funds resolutions, 
was approved on February 8, 1956. 

Another resolution (S. Res. 31) introduced on the recommendation 
of the Senate Permanent Subcommittee on Investigations, providing 
for the citation of Diantha D. Hoag for contempt of the Senate, was 
reported to the Senate on January 18, 1955 (S. Rept. 7), and con- 
sidered and agreed to on February 4, 1955. 


ACTIVITIES OF SUBCOMMITTEE ON REORGANIZATION 


Thirty-four reorganization measures (53 including duplicates) 
stemming from the ‘Hoover Commission reports were referred to the 
Subcommittee on Reorganization. 

The subcommittee took favorable action upon 9 of these. held hear- 
ings upon 4 others but did not report them, rejected 2, and deferred 
final action on 19, for the reasons hereafter given in this report. 


Hoover Commission legislation recommended by the subcommittee 


| 
Bill Sponsor Subject Status 


S. J. Res. 21, H. J. Res. | Humphrey et al _.| To establish a 12-member bipar- | Public Law 304, 84th 


157. | tisan Commission on Govern- Cong., 1st sess. 
ment Security. 
S.J, ee 168 ss --| McClellan. -.-- To extend the Commission on | Public Law 786, 84th 
Government Security to June Cong., 2d sess. 
| 30, 1957, to complete its reports. 
S. 2364 - Kennedy-. To centralize records manage- | Passed Senate July 30, 
ment in the General Services 1955. 
| Administration. 
S. 2591 ‘ = | TONE iain ...-| To centralize disposal of surplus Do. 


property in the General Serv- 
| ices Administration. 





S. 2668, H. R. 7855- McClellan ---- | To extend authority to dispose | Public Law 971, 84th 
| of surplus property by negoti- Cong., 2d sess. 
| ation to July 31, 1958. 

S. 3362, H. R. 9593--- Kennedy et al To expedite payments of certi- | Public Law 798, 84th 
fied claims where appropria- Cong., 2d sess. 
tions have lapsed. 

8. 3517 . = Humphrey et al...| To provide for the reorganiza- | Passed Senate July 26, 
tion of the safety functions of | 1956. 

| the Federal Government. 

S. 3693, H. R. 7227- Kennedy et al.....| To authorize donations of sur- | Public Law 655, 84th 
plus property for civil-defense | Cong., 2d sess. 

| _ purposes. 

i | ae : nl do.... ‘ To revise budgeting, accounting, | Public Law 863, 84th 

| and appropriations processes. | Cong., 2d sess. 


(Details of the legislative history of the bills tabulated above 
appear subsequently ‘under the heading “Analysis of Bills Acted 
Upon by Subcommittee on Reorganization.” ) 

As stated previously in this report, the subcommittee disapproved 
two measures during the 84th Congress—a proposal to create a posi- 
tion of Administrative Vice President and a resolution disapproving 
Reorganization Plan No. 2 of 1956, which would have separated the 
Federal Savings and Loan Insurance Corporation from the Home 
Loan Bank Board (S. Res. 291), neither of which was in accord with 
specific Hoover Commission recommendations. The House of Rep- 
resentatives adopted a resolution disapproving Reorganization Plan 
No. 2 on July 5, 1956, which prevented the plan from becoming 
effective. 

The subcommittee held extensive hearings upon S. 2365, S. 2366, 
S. 2469 and S. 2476, four Hoover Commission bills which would have 
consolidated all transportation and warehousing functions in the 
General Services Administration. However, because of almost solid 
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vpposition to this action throughout the Government, the subcom- 
mittee concluded that the best interests of the Government would be 
served if a final decision upon the far-reaching changes contemplated 
by the four bills was deferred until more thorough analyses could be 
made during the forthcoming Congress. While recognizing the jus- 
tification for many of the Hoover Commission’s recommendations in 
these areas, it was nevertheless agreed, after consultation with Com- 
mission officials, that the best results would flow from more thorough 
consideration of the issues at stake. 

The subcommittee also considered Reorganization Plan No. 1 of 
1956 submitted by the President on May 16, 1956, which provided 
for the creation of an Assistant Secretary for Research in the Army, 
Navy, and Air Force, but took no action since the House of Repre- 
sentatives also rejected this plan on July 5, 1956. 

In addition to the Hoover Commission bills acted upon favorably 
during the 84th Congress, tabulated above, the subcommittee also 
considered but did not take final action upon the reorganization bills 
which appear below: 


Other reorganization legislation considered by the subcommittee 


S. 1018. Establishing an Office of Administrative Procedure. 

S. 2230. To make Housing and Home Finance Agency, Rural Elec- 
trification Administration and Small Business Administration sub- 
ject to Government Corporation Control Act. 

S. 2363 (S. 2473). To make the Alaska Railroad subject to Govern- 
ment Corporation Control Act. 

S. 2368. To add a new title to the Federal Property Act (relating 
to real property management by the Government). 

S. 2467. Relating to transportation of personal motor vehicles. 

S. 2468. To provide for a survey of production of fertilizer by TVA. 

S. 2471. Transfer of storage facilities between military depart- 
ments. 

S. 2472. To provide policies for mobilization purposes. 

S. 2474. To survey Department of Defense commissary stores. 

S. 2475. To establish a Commission on Naval Vessels. 

S. 2477. To provide a simplified performance rating for Federal 
employees. 

S. 2479. To repeal section 601, Public Law 155, relating to military 
real-estate transfers. 

S. 2538. To establish a Defense Supply and Service Administration. 

S. 2739. Transfer to Federal Prison Industries the repair of mail- 
bags, etc. 

S.'3159. Establishment of a Department of Housing and Urban 
Affairs. 

S. 3323. To provide for comprehensive reports by the Budget 
Bureau. 

S. 3324. To transfer management of certain industrial properties 
to the Secretary of Defense. 

S. 3441. To create a Department of Mineral Resources. 

S. 3694. To reorganize the Fish and Wildlife Service. 

Action during the 84th Congress was deferred on these bills, the 
majority of which were introduced during the 2d session, because their 
objectives either have been or may be implemented through adminis- 
trative action; the various executive agencies affected were strongly 
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opposed or were unable to determine their positions on certain contro- 
versial issues before adjournment of the Congress; or identical bills, 
or comparable legislation, were pending before other committees which 
had primary jurisdiction over the matters involved. Many of these 
bills are expected to be reintroduced in the forthcoming 85th Congress 
during which they will be given further consideration in the light o 

subsequent developments since the second Hoover Commission reports 
were made. 


Public Law 863 (S. 3897), the Budgeting and Accounting Act of 1956 


The most significant action from the subcommittee’s consideration 
of the Hoover Commission reports was passage by the Senate on June 
20, 1956, of S. 3897, providing for improvements in budgeting, account- 
ing, and appropriations procedures. Fiscal experts regard these 
improvements in the Government financial structure as among the 
most important in a decade or more. 

Although S. 3897, as finally enacted (Public Law 863, 84th Cong.) 
did not, as the result of the insistence of the House of Representa- 
tives, include the major Hoover Commission recommendation for 
stating appropriations on an annual accrued expenditures basis, it did 
provide for cost-based budgets, an accrual accounting program, and a 
simplified allotment system—the foundation of an accrued expendi- 
ture system. 

Sponsored by 32 Members of the Senate from both sides of the aisle, 
S. 3897, as passed by the Senate, would have placed the entire govern- 
mental financial structure on an annual accrued expenditures basis. 
This move has the unqualified endorsement of the Hoover Commission, 
the major financial officers of the Government—the Director of the 
Bureau of the Budget, the Comptroller General of the United States, 
and the Secretary of the Treasury—and of the President of the United 
States, who in a special message to the Congress on May 10, 1956, urged 
early enactment of appropriate legislation in this field. 

In addition to providing for more businesslike management of 
Federal finances, the determination of appropriations on an expendi- 
tures basis would eliminate or substantially reduce the tremendous 
carryovers of unexpended balances now estimated to amount to $74,- 
600 million (Statement by Senator Harry F. Byrd in the Congres- 
sional Record of June 20, 1956, p. 9572) and over which the Congress 
has little or no annual control once the appropriations are made. (See 
p. 76 for further details as to action on S. 3897 and related bills.) 

Although not acted upon favorably in the 84th Congress because of 
the objection of members of the House Sea Committee, 
Senate cosponsors of S. 3897 have announced that highest priority will 
be given to enactment of this much needed legislation early in the first 
session of the 85th Congress. 


Government security 


Senate Joint Resolution 21 and House Joint Resolution 157, es- 
tablishing a Commission on Government Security—This resolution 
proposed to establish a 12-member nonpartisan commission, patterned 
after the Commission on Organization of the Executive Branch of 
the Government, to study all phases of the Government’s security pro- 
grams and procedures, and to submit appropriate recommendations. 
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The Commission’s function was to study the entire Government 
security program, including the various statutes, Presidential orders, 
regulations, and directives under which the Government seeks to pro- 
tect the national sec urity, national defense secrets, and public and 
private defense facilities against loss or injury from espionage, dis- 
loyalty, subversive activity, sabotage, or unauthorized disclosures, 
together with the actual manner in which these statutes, orders, regu- 
lations, and directives are being administered, to determine w hether 
the overall security program is in accord with the policy of the Con- 
gress, stated in section 1, that there shall exist a sound Government 
program— 


(a) establishing procedures for security investigations and 
clearance for Government employees and persons privately em- 
ployed or occupied on work requiring access to national secrets or 
affording significant opportunity for injury to the national se- 
curity ; 

(b) for vigorous enforcement of effective and realistic security 
laws and regulations; and 

(c) for a careful, consistent, and efficient administration of 
this policy in a manner which will protect the national security 
and preserve basic American rights. 

The Commission was directed, on the basis of this study, to submit 
reports and recommendations on desirable changes, and on adequi icles 
or deficiencies in the present situation from the standpoints of internal 
consistency of the overall program, effective protection and main- 
tenance of the national security, and protection and preservation of 
basic American rights. 

The Commission was empowered to hold hearings, to administer 
oaths, and to subpena attendance, testimony, and production of books, 
records, correspondence, memoranda, papers, and documents, as it 
deems advisable. All agencies and departments are authorized and 
directed to cooperate fully with the Commission and to furnish such 
information as the Commission may request, except for such informa- 
tion as the President may determine might jeopardize or interfere 
with pending or prospec tive criminal prosecutions, with the carrying 
out of investigative or intelligence responsibilities, or with the in- 
terests of national security. 

Senate Joint Resolution 21 was referred to the Sube ommittee on Re- 
organization for consideration, which held extensive hearings in March 
1955 in an effort to obtain a clear view and understanding of the anato- 
my of the Government’s overall security mechanism, and to delineate 
any problems which might be found to exist in the overall security 
mechanism which would indicate the necessity for further study by a 
commission, such as is contemplated in Senate Joint Resolution 21, or 
by some other body. The Department of Justice specifically endor sed 
the subcommittee’s broad approach to the security question. The sub- 
committee did not seek, however, to explore in detail each and every 
phase of the security mechanism, since this did not appear feasible 
from the standpoint of its resources and the practical considerations of 
time. Such an effort would, moreover, duplicate the work of the 
Commission which would be established should Senate Joint Resolu- 
tion 21 be approved. Consequently, attention was focused on a few 
areas of the overall security mechanism which appeared on the surface 
to present substantial problems. 
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The subcommittee requested testimony of those Government agencies 
which appeared to have the principal responsibilities or greatest ex- 
perience in the security field, or in connection with whose activities sig- 
nificant security problems seemed to exist. The agencies requested to 
appear were the Department of Justice, the Department of Defense, 
the Atomic Energy Commission, the Department of State, the Civil 
Service Commission, the U nited States Coast Guard, the Federal 
Civil Defense Administration, and the District of Columbia Office 
of Civil Defense. The Federal Bureau of Investigation was also in- 
vited to testify but declined on the grounds that the Department 
of Justice would represent its position. 

In addition, in recognition of the fact that the Government security 
mechanism has substantial implications beyond the area of purely 
governmental activities, the subcommittee requested testimony from 
representative private or ganizations with special experience or interest 
in security matters. Other organizations, in addition to those asked 
by the subcommittee to testify, re quested and were granted the op- 
portunity to appear before the vobediiaaliaie or to submit written 
statements for the record. 

The subcommittee recommended favorable action to the full com- 
mittee, with perfecting amendments, on June 2, 1955. The committee 
ordered the resolution reported favorably, with the amendments rec- 
ommended by the subcommittee, on June 17, 1955 (S. Rept. No. 581). 
The Senate approved Senate Joint Resolution 21 on June 27, and re- 
ferred it to the House of Representatives. A companion measure, 
House Joint Resolution 157, was reported favorably by the House 
Committee on the Judiciary on June 23, and approved by the House 
on June 29, 1955. After consultation between representatives of the 
two committees, the Senate agreed to substitute the House resolution 
in lieu of its previous action on Senate Joint Resolution 21, adopting 
the language of the Senate resolution as originally approved, and re- 
questing a “conference between the two Houses. In conference, t the 
Senate version was adopted, with the exception of section 9, relating 
to the reports of the Commission in which the Senate version had fixed 
the date of the final report as March 31, 1956. The conferees agreed 
to accept the House provision, which fixed the date of the filing of the 
final report as December 31, 1956 (H. Rept. No. 1407). Both the 
House and the Senate agreed to the conference on July 27, and the 
resolution was approved by the President on August 9, 1955, as Public 
Law 304. 

Senate Joint Resolution 182, extending the time for filing the final 
report of the Commission on Government Security to June 30, 1957.— 
This resolution extended the time for filing the final report of the 
Commission on Government Security from December 31, 1956, as fixed 
by Public Law 304, to June 30, 1957. It also included a provision 
extending authority to the Commission to procure, without regard to 
civil-service laws and the Classification Act of 1949, as amended, 
temporary and intermittent services to the same extent as is authorized 
for the departments by section 15 of the act of August 2, 1946, but 
at rates not to exceed $50 per diem for individuals, such services to 
be procured for any period during the existence of the Commission. 
This resolution was introduced by the chairman of the committee in 

response to a request received by the Senate from the Chairman of the 
Commission. 
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The following reasons were set forth in detail as to the need for ex- 
tension of time for filing the Commission’s report: (@) Suffic ient time 
had not been available for collecting and analyzing the regulations 
end procedures of 84 departments and agencies and independent estab- 
lishments of the Government, which involved more than 2,000 com- 
parisons of such regulations; (6) complex and delicate problems re- 
lating to the fields of eal security had not been fully evaluated ; 
(c) studies had not been completed with reference to questions arising 
out of restrictions upon the right to travel through the denial of a 
passport; and (d) the comparative novelty of the many legal questions 
Inv olved, and the differences of opinions in the courts, required most 

-areful and painstaking appraisal in order to formulate a conclusion 
as to the permissible limits of Federal action in the field of security. 

The resolution, as submitted by the Commission, was ordered 
favorably reported, without amendment, on June 28, 1956, and re- 
ported to the Senate the following day (S. Rept. No. 2385). It passed 
the Senate on July 13 and the House on July 16, and was approved as 
Public Law 786 on July 25, 1956. 


Budgeting and accounting 

S. 3897 (S. 3199, S. 2480, S. 2369, 8. 3362) , to improve governmental 
budgeting and accounting methods and procedures, and for other 
purposes.—On February 14, 1956, Se nator Payne, in behalf of himself 
and 21 other Senators, introduced S. 3199 to implement the Second 
Hoover Commission recommendations on budgeting and accounting. 

The Subcommittee on Reorganization held hear ings on S. 3199 and 
three other related bills, S. 2480, S. 2369, and S. 3362, on March ot, 
26, 27, and 28, 1956. During the hearings, it was agreed that some 
of the objectives of the bill could be attained by administrative action 
and therefore no additional legislation was required in these areas. 
On the other hand, the bill did not provide for the submission of budget 
requests to Congress, based on an accrued ex xpenditures basis, the most 
important recommendation of the Hoover Commission’s report. 

At the conclusion of the hearings, the staff in collaboration with 
representatives of the General Accounting Office, the Bureau of the 
Budget, and other Government agencies redrafted the bill, omitting 
those objectives which could be attained by administrative action, and 
inserting specific language authorizing the submission of budgetary 
requests ¢ on an accrued | expenditure basis. 

On May 21, 1956, Senator Kennedy, chairman of the subcommittee, 
introduced for himself and Senator Payne, with 30 other Senators 
as cosponsors, this revised bill, S. 3897. The subcommittee held hear- 
ings on this bill on June 4 , 5, and 6, 1956, and on June 7, the Committee 
on Government Operations reported the bill to the Senate (S. Rept. 
2265). 

The reported bill amended the Budget and Accounting Act of 1921 
and the Budget and Accounting Procedures Act of 1950 so as to 
improve Federal budgeting and accounting methods and procedures 
as recommended by the Commission on Organization of the Executive 
Branch of the Government, to permit : 

(1) The inclusion of program costs and accomplishments in the 
annual budget ; 

(2) The submission of budgetary requests for appropriations on an 
annual accrued expenditure basis; 
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(3) The transfer of excess appropriations on an annual expenditure 
basis over accrued expenditures to lapse, and the remaining balances 
to be transferred to a single account at the end of each fisc: ul year ; 

(4) The agencies to prepare and execute their budgets on a cost 
basis ; 

(5) The head of each agency to bring about consistency between 
accounting and budget classifications ; 

(6) The synchronization of the accounting and budget classifica- 
tions with the organization structure ; 

(7) Support of the budget justificatiors by information on per- 
formance and program costs by organizational units}; 

(8) Each agency to maintain its accounts on an accrual basis show- 
ing resources, liabilities, and operating costs ; 

(9) The integration of property- accounting records with the finan- 
cial accounting system; and 

(10) The simplification of agency systems for subdividing funds. 

S. 3897 passed the Senate on June 20, 1956. On July 13, the House 
passed S. 8897 after amending it by inserting the language of H. R. 
11526 in lieu of the text of the Senate bill. The Senate disagreed to 
the House amendment and asked for a conference. The conferees 
met on July 19, 1956, at which time the House insisted on striking out 
the provision that budgetary requests be submitted to Congress on an 
accrued-expenditure basis. The Senate conferees reluctantly agreed 
after it was assured that this requirement would be rec onsidered dur- 
ing the next Congress and with the understanding that the report 
of the managers clearly state that such commitment be contained 
therein. The House committee filed the conference report on July 23, 
1956, without including the material agreed to, whereupon serious ob- 
jection was made on the floor of the Senate on July 25 when the con- 
ference report was approved. The bill (S. 3897) was approved by the 
P —— nt on August 1 and became Public Law 863. 

L306, to prov ide for stating appropriations on an accrued expendi- 
aon 8 Seales Follow ing the approval of the conference report on-the 
preceding bill, S oo Senator Margaret Chase Smith, on July 27, 
1956, eben S. 4306, which provided for amending the Budget 
and Accounting Act of 1921, as amended, to permit the preparation 
and submission of budget requests for appropriations = an annual 
accrued-expenditure basis, ithe provision stricken from S. 3897. 

H. R. 9593, S. 3362, S. 2678, to simplify accounting, facilitate the 
payment of obligations, and jor other purposes.—S. 3362 was intro- 
duced in the Senate by Senator Kennedy for himeclt and Senators 
Humphrey, Thurmond, and Cotton, on March 5, 1956, to effectuate 
recommendations Nos. 17 and 18 of the Hoover Commission report 
on budget and accounting. The Subcommittee on Reorganization 
held hearings on this bill on March 20 and 28, 1956, after which in- 
tensive study and negotiation was conducted by the staff with rep- 
resentatives of the Department of Defense, General Accounting Office, 
Department of the Treasury, and the Bureau of the Budget to develop 
amendments which would improve the bill and, at the same time, be 
workable and acceptable to all of the agencies concerned (staff memo- 
randums Nos. 84-2-3, 84-24, and 84-2-7). 

After the amendments were concurred in by the departments and 
agencies primarily responsible for processing the so-called claims or 
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delayed invoices, a copy of the perfected bill was made available to 
the House Committee on Government Operations which, on April 19, 
1956, reported a related bill, H. R. 9593, after amending it by strik- 
ing out all of the language after the enacting clause, and inserting 
the provisions of the revised Senate bill. 

The bill, as amended, was designed to improve the accounting pro- 
cedure of the Government in two major respects: (1) to merge all 
prior-year obligated balances into one consolidated account for the 
same general purposes within each agency, and (2) to authorize the 
agencies of the Government to pay those bills on which there is no 
dispute but for which the appropriations have lapsed and make them 
chargeable to the lapsed appropriations in the same manner as bills 
payable from currently available appropriations. Such bills against 
lapsed appropriations are presently being processed by the Comp- 
troller General, and paid by the Treasury Department out of its certi- 
fied claims account. 

The terms of the bill and the new procedures prescribed were agreed 
to by the Bureau of the Budget, the Comptroller General, and the 
Treasury Department. Certain reservations of the Department of 
Defense and the Department of State to the original bill were satis- 
fied by amendments. 

The new procedures which this bill will authorize have been the con- 
cern of the Comptroller General for some time. They are also in 
general accord with two recommendations of the Hoover C ommission 
on the Organization of the Executive Branch of the Government in 
its report on budget and accounting, summarized as follows: 

At the present time accounts payable relating to obligations 
incurred under appropriations which expired for obligation purposes 
more than 2 years earlier are examined both by the agency concerned 
and by the General Accounting Office before payment is made. The 
bill would authorize the Comptroller General to prescribe by regula- 
tions the conditions under which such payments may be mi ade without 
prior review by the General Accounting Office. This would bring 
about savings by eliminating the duplicate review. Also payments 
could be made more promptly. 

2. The entire balance of each appropriation (both the obligated and 
the unobligated portion) is now carried in the accounts of the agencies 
for 2 years after the appropriation expires for obligation purposes. 
Under the Fill the unobligated balances remaining at the close of each 
fiscal year would be w ithdrawn from e xpired appropriations within 8 
months thereafter, thus reducing the carryover of unexpended 
balances. 

3. Individual appropriation accounts are now kept by the agencies 
on a formal basis for 2 years after the appropriations expire for obli- 
gation purposes and thereafter for at least 8 more years on a mem- 
orandum basis. In addition, after 2 years, the General Accounting 
Office maintains the individual appropriation accounts in order to see 
that there are available appropriation balances before claims are cer- 
tified for payment. This bill would bring about a large reduction 
in the number of accounts to be maintained both by the agencies and 
by the General Accounting Office. Under its provisions the obligated 
balances of expired accounts for prior years for the same general 
purposes would be merged so that usually each current year appro- 
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priation account would have a counterpart for prior year items. For 
the General Accounting Office alone, it is estimated that about 35,000 
accounts could be eliminated. 

4. Under present practices payments made from appropriations 
which have expired for obligation purposes for more than 2 years 
are charged as expenditures to the certified claims account maintained 
by the Treasury Department. The result is that such expenditures 
are reported as expenditures of the Treasury Department although 
the benefits were received by other agencies. Thus several hundred 
millions of dollars are budgeted and reported as a cost of the function 
of general government when actually a large part of this amount is 
for major national security and other functions. The bill would 
correct this situation. Expenditures would be recorded and reported 
by the individual agencies and for the functions which received the 
_—— 

. The bill provides that the Comptroller General shall, in connec- 
tion with his audit responsibilities, make an appraisal of the unliqui- 
dated obligations. This emphasizes the importance of the independent 
review by ‘the C omptroller General in order to verify the accuracy of 
the accounts. 

On June 5, 1956, the House passed H. R. 9593, and on June 7 the 
Senate committee reported S. 3362 with amendments (S. Rept. 2266). 

On June 20, both the Senate and House bills were called up for 
consideration by the Senate. The Senate bill was passed and the 
committee was discharged from further consideration of the House 
bill, H. R. 9593, which was then passed in lieu of S. 3362, with the 
Senate amendments. 

On June 29, the House asked for a conference; conferees were 
appointed and met on July 13, at which time the House amendment 
was modified and it was agreed that when funds are restored to a lapsed 
appropriation a report shall be made to the Director of the Bureau of 
the Budget, the Comptroller General, the Speaker of the House, and 
to the President of the Senate. 

Another amendment which postponed the effective date of transfer 
of appropriations from the end of the first year of availability to 
the end of the second year after the year available for obligation pur- 
pose, was approv ed by the conferees. 

The conference report was agreed to and the House bill was approved 
as Public Law 798 on July 25, 1956. 

Civil defense 

HH. R. 7227 (S. 1827, S. 3693), to further amend the Federal Prop- 
erty and . Fa ta taccaiee Services Act of 1949, as amended, to author- 
ize the disposal of surplus property for cw il defense purposes, to pro- 
vide that certain Federal surplus property be disposed of to State 
and local civil defense organizations which are established by or pur- 
suant to State law, and for other purposes.—As or iginally approved 
by the House of Representatives (July 29, 1955), H. R. 7227 provided 
for authorizing the donation of surplus property to State and local 
civil defense agencies prior to its consideration for health, education, 
or research purposes. 

It further provided that the Secretary of Defense allocate sur- 
plus property peculiarly adapted to civil defense organizations of 
special interest to the armed services, and authorize the Federal Civil 
Defense Administrator to make allocations of surplus in the custody 
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of civilian agencies. The language contained in this bill would have 
provided priorities and preference over surplus pr a for donation 
to civil defense regardless of the authority to donate for health and 
educational purposes which has been in effect for several years. 

In view of the objections of practically all the affected agencies and 
because of inconsistencies between this bill and recent amendments to 
the Federal Property and Administrative Services Act of 1949 the 
staff was directed to confer with agency representatives and other 
interested persons for the purpose of revising the bill to accomplish 
the oe intended without impairing or jeopardizing the existing 
donable property program. 

In consultation with the Legislative Counsel of the Senate and 
agency representatives, the bill was redrafted and on April 23, 1956, 
a new bill S. 3693, was “ey by Senator Kennedy. The sub- 
committee held hearings on S. 3693, S. 1527, and H. R. 7227 on April 
25, 1956. On June 19, 1956, the committee reported H. R. 7227 with 
an amendment in the nature of a substitute containing substantially 
the provisions of the committee bill, S. 3693. The amended bill 
provided as follows: 

The Federal Property and Administrative Services Act would re- 
tain and extend to donations for civil defense purposes the principal 
features of the recent amendments to the act made by Public Law 61, 
84th Congress. Thus, under the bill (1) property in working capital 
and similar funds would be available for donation to the same extent 
as other property; (2) the Secretary of Health, Education, and Wel- 
fare and the Federal Civil Defense Administrator would be author- 
ized to impose reasonable terms, conditions, reservations, and restric- 
tions upon the use of any single item of donated surplus personal 
property which had an acquisition cost of $2,500 or more; (3) the 
Secretary of Health, Education, and Welfare and the Federal Civil 
Defense Administrator would be authorized to establish minimum 
standards of operation for State surplus property <listribution agen- 
cies; (4) no property would be donated without certification from an 
appropriate State agency or official that the property is usable and 
needed within the State for education, public health, or civil defense ; 
and (5) the Secretary of Health, Education, and-Welfare and the 
Federal Civil Defense Administrator would be authorized to enter 
into cooperative agreements with State surplus property distribution 
agencies providing for mutual utilization between State and Federal 
agencies of property, facilities, and personnel, without reimbursement. 

The amended bill was approved by the Bureau of the Budget, 
Department of Health, Education, and Welfare, General Services 
Administration, Federal Civil Defense Agency, and the General 
Accounting Office. 

The bill passed the Senate on June 20, 1956, as amended, and, on 
June 25 the House agreed to the Senate amendments. The President 
approved the bill as Public Law 655 on July 3, 1956. 


Surplus property disposals 

H.R. 7855 (S. 2668), to amend the Federal Property and Adminis- 
trative Services Act of 1949, as amended, to extend until June 30, 1956, 
the period during which dieposale of surplus property may be made by 
negotiation.—H. R. 7855 provided for extending until June 30, 1956, 
the authority of iis Administrator of General Services to dispose 





ACTIVITIES OF SENATE COMMITTEE ON GOVERNMENT OPERATIONS 8] 


of surplus property by negotiation when it is determined by the Ad- 
ministrator that advertising is not necessary, or that further adver- 
tising would not serve any useful purpose and that negotiating the 
sale of such property would further the public interest. This authority 
was originally contained in the Surplus Property Act of 1944, and 
was extended under Public Law 152, 81st Congress, until December 
31,1950. On July 12, 1952, the Federal Property and Administrative 
Services Act was further amended (Public Law 522, 82d Cong.) and 
subsequently extended by Public Laws 245 and 492, 83d Congress, to 
June 30, 1955. 

H. R. 7855 passed the House of Representatives on August 2, 1955, 
and was referred to the Senate too late in the 1st session of the 84th 
Congress to permit further action before adjournment. 

On July 28, 1955, a related bill, S. 2668, was introduced by Senator 
John L. McClellan, chairman of the Committee on Government Opera- 
tions. The House bill proposed to extend the temporary negotiating 
authority until June 30, 1956, whereas the Senate bill (S. 2668) was 
intended to provide permanent authority for the Administrator of 
General Services to negotiate under certain conditions and advertise 
for the disposal of surplus property in those instances where advertis- 
ing is required, 

The Subcommittee on Reorganization held hearings on H. R. 7855 
on April 25, 1956, and reported the bill to the Committee on Govern- 
ment Operations, with an amendment extending the temporary author- 
ity to July 31, 1958. On June 7, 1956, the committee reported the bill 
(S. Rept. 2199) as amended. The bill passed the Senate on June 18. 
1956; the House agreed to the Senate amendment and, on August 3, 
1956, it was approved as Public Law 971. (Further details, relative to 
operation of the program, are set forth on p. 46.) 

S. 2591 (S. 2247, S. 2367, S. 2470, S. 2478), to amend section 602 of 
the Federal Property and Administrative Services Act of 1949 with 
respect to the utilization and disposal of excess and surplus property 
under the control of executive agencies.—These bills provided for 
amending the Federal Property and Administrative Services Act of 
1949 so as to vest in the Administrator of General Services exclusive 
authority with respect to the utilization and disposal of excess and 
surplus property, real and personal, which is under the control of any 
executive agency. 

The Subcommittee on Reorganization held hearings on S. 2367 on 
July 13, 1955, and, on recommendation of the subcommittee, the Com- 
mittee on Government Operations reported (S. Rept. 1182) a revised 
bill in the nature of a substitute, S. 2591, on July 28, 1955. The revised 
bill S. 2591 amended section 602 of the Federal Property and Admin- 
istrative Services Act of 1949, as amended, so as to remove statutory 
exemptions of certain departments and agencies from the authority 
of the GSA as set forth in section 602 (d), paragraphs (1) through 
(18) of the act, with respect to the utilization and disposal of excess 
and surplus property. 

The amended bill (S. 2591) provided that the Administrator of 
General Services shall exercise the authority vested in him over excess 
and surplus property except in those instances where such authority 
is weriivatis authorized by the head of a department or agency, or 
where such function is in furtherance of program activities of the 
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Agency, such as the disposal of surpluses of the Department of Agri- 
culture, the disposal of reservoir lands, the power equipment facilities 
of the Tennessee Valley Authority, and certain functions vested in the 
Joint Committee on Printing. 

The bill further provided that the President may by Executive order 
make such specific exemptions from the exercise by the Administrator 
of General Services of authority over the utilization and disposal of 
excess and surplus property as the President deems necessary in the 
public interest. 

The Hoover Commission recommended that all the statutory exemp- 
tions be eliminated from the Federal Property and Administrative 
Services Act of 1949, as amended, and that the President be authorized 
to prescribe by Executive or de 'r specific e xemptions from GSA author- 
ity. (Recommendation No. 4—Surplus P roperty Re port. ) 

After careful consider ation of the merits of the Commission’s rec- 
ommendations, it was concluded that to abolish all statutory exemp- 
tions and authorize the President to exempt certain agencies, by 
Executive order, would result in the delay or impairment of certain 
programs and activities where such functions are an integral part of 
programs administered by certain departments and agencies of the 
Government. For this reason the reported bill did not go as far as 
was contemplated by S. 2367 and other related bills pending before 
the committee. 

In examining the problems of utilizing and disposing of excess and 
surplus property, the committee considered carefully the existing 
statutory exemptions and concluded that a fundamental difference 
existed between (1) disposing of surplus property simply for the 
purpose of getting rid of it and realizing the greatest possible return 
of the Government’s investment ; and (2) disposing of property where 
the disposal itself constitutes an ideal part of a proper govern- 
mental program established by law. Examples of the latter group 
are the disposal of agricultural surplus products in the price support, 
school lunch, and other programs, and the disposal by the Tennessee 
Valley Authority of lands surrounding its reservoirs, in accordance 
with the Authority’s recreational, agriculture, flood control, and 
navigation programs. 

The committee concluded, therefore, that where disposal constitutes 
a program operation, control of the disposal should be vested in the 
department or agency bearing the responsibility for the ultimate suc- 

cess of the total program. Thus, the committee recommended a gen- 
eral exemption from the control of the General Services Administra- 
tion in the field where disposal is a part of, or in furtherance of agency 
program activities. 

S. 2591 passed the Senate on July 30, 1955, and on January 9, 1956, 
was referred to the House Committee on Government Operations, 
where no action was taken prior to adjournment. 


Records management 

S. 2364 (S. 1928), to amend the Federal Property and Administra- 
tive Rasuhans Act of 1949, as amended, and for other purposes.—The 
purpose of this bill was to amend section 505 (a) of the Federal 
Property and Administrative Services Act of 1949, as amended, to 
clarify the authority of the Administrator of General Services with 
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respect to policies and principles designed to improve the management 
of Federal records. 

Under the existing law there is doubt as to whether the Admin- 
istrator of GSA has the authority to promulgate policies and prin- 
ciples pertaining to records management which would be binding 
upon the various Federal agencies. This bill would grant that 
authority. 

Section 2 of the bill authorizes the Administrator of General Serv- 
ices to direct and effect the transfer to the National Archives of any 
Federal records that have been in existence for more than 50 years, 
the Archivist to determine whether they have sufficient histori ~al 
value to warrant their continued preservation. The authority would 
not apply in those cases where the head of the agency certifies to the 
Administrator that the records must be retained in his possession for 
the conduct of current official business. 

The Subcommittee on Reorganization approved the bill and the full 
committee reported it to the Senate on July 28, 1955 (S. Rept. 1183). 
The bill passed the Senate on July 30, 1955, and was referred to the 
House of Representatives, 

On March 13, 1956, the House Committee on Government Opera- 
tions reported the bill (HH. Rept. 1874). It was called up on the 
House Calendar on several occasions, but was passed over on objection. 


Federal safety functions 


S. 3517, to provide for the reorganization of the safety functions 
of the Federal Government, and for other purposes.—This bill was 
introduced by Senator Hubert H. Humphrey, for himself and 12 other 
Senators, for the purpose of reducing the Federal employee accident 
rate and the cost of accidents in Federal employment, both financially 
and in terms of human suffering, by providing for the promotion and 
establishment of improved safety educational programs and new 
safety-inspection procedures. As originally introduced, the bill sought 
to accomplish these objectives by creating within the Department of 
Labor a Federal Safety Division, which would be responsible for the 
direction and coordination of all safety educational programs and re- 
lated loss-prevention procedures conducted by the various Federal 
agencies in furtherance of existing legislation to encourage safety and 
accident prevention ; and for all of the functions now vested in the Fed- 
eral Safety Council. The Federal Safety Division was to be headed by 
a career Director, appointed under civil service, following a competitive 
examination, who would be vested with governmentwide duties, respon- 
sibilities, and authority. Among his duties would be (1) collection and 
analysis of data relative to present safety standards and programs in 
Federal agencies; (2) development and promulgation of minimum 
standards for the conduct of safety educational programs and mini- 
mum safe working standards to be maintained by Federal agencies; 
(3) recommendation of the amount which should be allocated in the 
budget of each Federal agency for a safety educational program; and 
(4) unqualified authority “for the Director or his designated employees 
to enter, in order to inspect places and records, question employees, 
and investigate such facts, be practices, or matters as he 
deems necessary to carry out his duties. 

The bill provided further for (1) the establishment within the 
Department of Labor of a Federal Safety Advisory Committee which 
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would advise the Director of the Federal Safety Division concerning 
his functions under the bill; (2) the establishment of Federal field 
safety advisory committees to assist the field establishments of the 
Federal agencies in organizing accident prevention programs and 
strengthening existing programs aimed at reducing the frequency, 
severity, and cost of accidents in their r respective areas of operation; 
and to implement the policies established by the F ole al Safety Divi- 
sion; (3) authorization in the Director of the Bureau of the Budget to 
establish the amount of funds to be allocated in the annual budget of 
each Federal agency for the purpose of carrying out safety educational 
programs and 1 minimizing hazardous work practices and conditions, 
such amount to be not less than the equivalent of 21% percent of the 
total amount of the agency’s annual operating budget request; and 
(4) imposition of er iminal penalties for Feder al officers or employees 
who willfully falsify or conceal material facts relative to the injury 
or death of persons compensable under provisions of the Federal Em- 
ployees’ Compensation Act, or who make false or fraudulent state- 
ments or representations with respect thereto. 

Hearings on the bill were held by the Subcommittee on Reorgani- 
zation on June 21,1956. Representatives of various Federal employee 
unions testified or submitted statements in support of the bill. The 
administration’s position was stated in agency comments submitted 
by the Bureau of the Budget, the Dpeartment of Labor, the Depart- 
ment of the Air Force (for the Department of Defense) and the De- 
partment of Health, Education, and Welfare. 

Although all of these agencies expressed support for the objectives 
of the bill, they opposed its enactment on the following grounds: (1) 
Since it would vest in the Federal Safety Division and its Director, a 
subordinate officer of the Department of Labor, statutory functions 
and duties independent of the Secretary of Labor, it viol: ated a major 
principle of the first Hoover Commission, that is, that no subordinate 
should have authority independent of his superior and that all statu- 
tory power and authority should be vested in the head of the depart- 
ment; (2) its budgetary provisions would constitute an unwarranted 
restriction of a department head’s control over the administration of 
his agency’s operations, particularly those provisions which authorized 
the Federal Safety Director to recommend budget allocations for 
safety education programs in each agency and department, and au- 
thorized the Bureau of the Budget to establish the amounts to be allo- 

cated in the annual budget of each agency for such purposes, in an 
amount of not less than 21/ , percent of such agency’s annual operating 
budget; (3) there is presently adequate machinery in the executive 
branch to ens able the achievement of the objectives of the bill; (4) vari- 
ous provisions lack clarity and precision and are difficult of interpret: a- 
tion and understanding; and (5) the : approach favored by the admin- 
istration was to charge back to each Federal de ‘partment and agency 
the costs of employee. compensation for their employees, thus m: aking 
such agencies more conscious of the costs of unsafe working c onditions. 

Senators C otton and Martin expressed concern over those provisions 
of the bill, as introduced, which failed to make clear the authority of 
the Secretary of Labor over the Federal Safety Division, its Director, 
and its functions; and which authorized the Director of the Bureau of 
the Budget to establish the amounts in the annual budget of each 
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Federal agency for safety educational programs in an amount of not 
less than 21% percent of such agency’s annual operating budget. 

Following the close of the hes arings, the Subcommittee on Reorgani- 
zation instructed the committee staff to revise the bill so to meet the 
objections of Senators Cotton and Martin, remove certain technical 
defects, and eliminate or modify some of the substantive provisions 
which were strongly opposed by certain of the executive branch de- 
partments and agencies. Followi ing consultation w ith the office of the 
legislative counsel of the Sen: ite, S. 3517 was completely redrafted as 
an amendment in the nature of a substitute. 

The principal changes made by the committee to meet the various 
objections are summar rized as follows 

1. The functions of the Federal Safety Division of the Depart- 
ment of Labor and the duties of its Director were to be performed 
under the supervision and direction of the Secretary of Labor. This 
was designed to eliminate the objection that the Division and its 
Director would operate within the Department of Labor, but would be 
inde pe sndent of the Secretary. 

The Director of the Federal Safety Division was to recommend 
to the Secretary of Labor for transmittal to each Federal agency head 
and the Bureau of the Budget, the amount to be included in the 
budget of each agency for the succeeding fiscal year for safety educa- 
tional programs, based upon the need of each such agency. This was 
designed to eliminate the objection to the original language, which 
required the Federal Safety Director to recommend to the Secretary 
of Labor for transmittal to the Bureau of the Budget the amount which 
each Federal agency would allocate in its budget for safety educational 
purposes. This change was deemed necessary because, under existing 
law, the responsibility for determining its budgetary ‘yequirements is 

vested in the head of each Federal agency, and the Bureau of the 

Budget can review and modify such items, but has no authority to 
prese ribe the amounts to be included in the original estimates. Fur- 
thermore, since the term “allocate” refers to the use of funds after 
they have been appropriated, and not to budget estimates, it had a 
doubtful meaning as used in the original bill. 

3. Each Federal agency head, after receiving the recommendations 
from the Department of Labor with respect to the amount determined 
to be necessary for safety educational programs, was to be required to 
include in his agency’s annual budget estim: ites, at least the amount 
so recommended ; however, if such agency head determined that the in- 
clusion of such an amount was inadvisable, he would have been re- 
quired to forward to the Secretary of Labor and the Director of the 
Bureau of the Budget a written report stating the reasons why such 
inclusion was deemed inadv isable. 

This replaced the provision in the original bill which authorized the 
Director of the Bureau of the Budget to establish the amount to be allo- 
cated in the annual budget of each Federal agency for safety educa- 
tional programs, and 1 equired that it be not less than 21% percent of the 
total annual operating budget of such agency and eliminates the objec- 
~ to the original provision. 

The Federal Safety Director would have been required to prepare 
he the issuance to the C ongress annually by the Secretary of Labor, a 
report showing the amounts recommended for inclusion in each Fed- 
eral agency budget for safety educational programs, together with 
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any action taken by each agency with respect to such recommenda- 
tions. The original bill required such a report only with respect to the 
progress made ‘by Federai agencies in the field of accident prevention. 
This additional requirement was added to insure that the Congress 
would have full information concerning the amounts recommended 
by the Department of Labor and the extent to which these recom- 
mendations have been followed. 

Provision was made for the appointment of not less than 10 
qualified safety engineers, and other appropriate qualified employees, 
by the Secretary of Labor, rather than by the Director of Federal 

Safety, as provided in the original bill. T his eliminaed the objection 
that a subordinate was given statutory authority to appoint personnel, 
ee of the Secretary of Labor. 

The Federal field safety advisory committees, which, in the 
tite’ bill, were authorized to be appointed by the Secretary on a 
geographic basis, were eliminated, since their status and functions 
were not clear. The 27-member Federal Safety Advisory Commit- 
tee, established by the original bill, was retained, but the Secretary 
was required to appoint members on a geographic basis, to the extent 
practicable, and provision was made for payment of travel and subsist- 
ence pay. Thus, the 27-member committee would have been able to 
perform the functions which were to be performed by the field safety 
advisory committees. 

7. The District of Columbia would have been permitted to partici- 
pate in the program for employees of the District government upon 
publication of a resolution by the Board of Commissioners to that 
effect in the Federal Register. The original bill authorized the Dis- 
trict government to participate to the extent and degree that the 
Commissioners deemed feasible. This change was deemed necessary 
in order to eliminate possible administrative problems which were 
expected to follow partial participation. Under the new language, 
the Commissioners would have been able to elect to participate in the 
program, but would not have been able to participate in only portions 
thereof. 

S. 3517 was reported favorably with amendments on July 25, 
1956, and passed the Senate on July 26, 1956. No action was taken 
on the measure in the House of Represent: itives. 

Reorganization Plan No. 2 of 1956 

Reorganization Plan No. 2 of 1956, to establish the Federal Savings 
and Loan Corporation as an independent agency of the Federal Gov- 
ernment.—Reorganization Plan No. 2 of 1956 was designed to sepa- 
rate the Federal Sav ings and Loan Insurance Corporation from the 
Federal Home Loan Bank Board, of which it is a part, and to estab- 
lish the Corporation as a separate, independent agency of the Federal 
Government. It was submitted by the President on May 17, 1956, 
and, unless disapproved, would have become effective at 12:01 a. m. 
on July 16, 1956. 

Plan No. 2 would have established a three-member Board of Trustees 
of the Federal Savings and Loan Insurance Corporation, to which 
would be transferred all of the functions vested in the Federal Home 
Loan Bank Board and its Chairman, with respect to directing and 
operating the Federal Savings and Loan Insurance Corporation, and 
all of the Bank Board’s functions under title IV of the National Hous- 
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ing Act, as amended (these relate to insurance of savings and loan ac- 
counts), except the Bank Board’s function of approving the organiza- 
tion of new Federal savings and loan associations proposed by the 
Insurance Corporation to facilitate the liquidation of insured institu- 
tions. The plan specifically provided that the Insurance Corporation 
and its Board of Trustees were to be separate and independent of the 
Bank Board, and that all matters under the jurisdiction of the Board 
of Trustees were to be subject to the direction and control of the Presi- 
dent of the United States. 

The 3-member Board of Trustees, which would have been estab- 
lished by the plan, was to consist of the Chairman of the Federal Home 
Loan Bank Board, ex officio. and 2 additional members apopinted 
by the President, subject to Senate confirmation, who would receive 
annual compensation at the rate of $15,000. Provision was made for 
the retention by the Insurance Corporation of its present assets, lia- 
bilities, commitments, personnel, unexpended balances of appropria- 
tions, allocations and other funds available or to be made available, 
and for the transfer to the Corporation of that proportion of such 
items, available or to be made available to the Bank Board, deter- 
mined by the Director of the Bureau of the Budget to relate primarily 
to the Corporation or its functions. 

The Federal Home Loan Bank Board’s major functions include (1) 
supervision of 11 Federal home-loan banks, established under the 
authority of the Federal Home Loan Bank Act (12 U.S. C. 1437) ; 
(2) chartering, supervision and examination of Federal savings and 
loan associations as authorized by the Home Owners’ Loan Act of 
1933 (12 U.S. C. 1464) ; and (8) direction and regulation of the Fed- 
eral Savings and Loan Insurance Corporation. 

The Federal Savings and Loan Insurance Corporation is a wholly 
owned Government corporation, established in 1934 by section 402 (a) 
of the National Housing Act (12 U.S. C. 1725 (a)). Its basic func- 
tion is to insure the accounts of investors in the Federal savings and 
loan associations and in those State-chartered savings and loan, build- 
ing and loan, and homestead associations and cooperative banks which 
apply for insurance and meet the requirements of the Insurance Corpo- 
ration. All savings and loan associations chartered by the Federal 
Government through the Home Loan Bank Board must be insured 
by the Insurance Corporation; all qualified State-chartered savings 
and loan and similar institutions may become insured by the Corpora- 
tion upon their request and approval by the Federal Home Loan Bank 
Board. The insurable limit of each account (formerly $5,000) is now 
$10,000, and the insurance of investors’ accounts by the Corporation 
is similar in character to the insurance of deposits in commercial and 
mutual savings banks by the Federal Deposit Insurance Corporation. 

The Insurance Corporation operates under the supervision and 
direction of the Federal Home Loan Bank Board which provides 
certain administrative services, and supervises and makes examina- 
tions of insured institutions. The Corporation operates under a 
general manager who is appointed by and reports to the Bank Board. 

The normal activities of the Insurance Corporation consist prin- 
cipally of underwriting insurance, billing and collecting premiums, 
and investing surplus funds. In addition, the Corporation has cer- 
tain statutory remedial powers relative to the liquidation of insured 
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institutions. Thus, the law requires that the Corporation be ap- 
ointed as conservator or receiver for all Federal savings and 
oan associations in default, and it may be so appointed for all other 
insured institutions. In functioning as receiver or conservator, the 
Corporation may (1) take over the assets of and operate the insti- 
tution; (2) take action necessary to put it in a sound and solvent con- 
dition; (3) merge it with another insured institution; (4) organize 
a new savings and loan association to take over its assets; or (5) 
liquidate its assets. It is also authorized to take steps to prevent 
default of an insured institution or to restore an insured institution 
in default to normal operation by purchasing the assets of the in- 
stitution or by making loans or contributions to the institution. 
Contributions, however, may not exceed the estimated loss which 
would result to the Corporation from the liquidation of the insured 
institution. 

The basic proposition in support of plan No. 2 was that an in- 
herent conflict of interests exists in permitting the Bank Board, which 
promotes, charters, and supervises the organization and operation of 
Federal savings and loan associations, to administer the insurance 
underwriting as well. Much reliance was placed upon recommenda- 
tions of the General Accounting Office and the second Hoover Com- 
mission. Virtually all of the savings and loan associations and in- 
stitutions, with minor exceptions, expressed opposition to the plan. 

Among the reasons assigned for such opposition were (1) that 
administrative overhead and duplications, resulting from two 
agencies performing work now being done by a single agency, would 
prob: ably increase the operating costs of the Insurance Corporation, 
all of which costs are borne by: the saving and loan institutions; (2) 
that despite this probable increase, they were never consulted with 
respect to the plan; (3) that it is directly contrary to the specific 
recommendations of the first Hoover Commission, since it would in- 
crease the number of independent agencies reporting to the President 
by creating a new independent agency; (4) that it would be directly 
contrary to the recommend: ations of the second Hoover Commission 
and its Task Force on Lending Agencies, since the former recom- 
mended that no person be per mitted to serve as a member of the 
Home Loan Bank Board and the Savings and Loan Corporation at 
the same time, and the latter recommended that there be no change 
in the existing setup; (5) that the plan makes no provision for a 
bipartisan composition of the new Board of Trustees or for a fixed 
term of office, as in the case of the members of the Bank Board under 
existing law; and (6) that the present organization has worked 
smoothly for more than 20 years and there has been no showing that 
any change is either necessary or desirable. (See staff memorandum 
No. 84-2-11 SR, dated June 18, 1956.) 

A resolution of disapproval was introduced in the Senate on June 
18, 1956 (S. Res. 291), by Senator Sparkman, for himself and Senators 
Fulbright and Capehart. A resolution of disapproval was introduced 
in the House of Representatives on June 14, 1956 (H. Res. 541). 

A hearing on Senate Resolution 291 was held before the Subcom- 
mittee on Reor ganization on June 27, 1956. Following the conclusion 
of the hearings, the subcommittee, in ‘exec utive session, , voted to report 
the resolution to the full committee, 6 members recommending that 
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a favorable report be submitted to the Senate.and 1—Senator Smith, 
of Maine—that the resolution be reported without recommendation. 
The subcommittee emphasized that its recommended action was not 
necessarily intended to indicate opposition to the objectives of Re- 
organization Plan No. 2, but, rather, to reflect the views of its members 
that reorganizations sought to be accomplished by ae plan were too 
far reaching and important to be permitted to become effective by 
means of a reorganization plan. It was the subcommittee’s position 
that a matter of such importance, which involves large sums of money 
and is likely to have repercussions in many areas of the country, should 
be considered by the appropriate legislative committees of the Con- 
gress. These committees would be in a position to evaluate the full 
import of the effect of the proposals contained in the plan, so that a 
determination might be made concerning the need for enactment of 
legislation to correct any existing deficiencies and to bring about 
appropriate reorganizations, in the event that evidence developed at 
such hearings indicates the need for legislative action. 

Following consideration of the views of the subcommittee and the 
testimony of the 12 witnesses who appeared at the hearing, the com- 
mittee was in general agreement that a reorganization of the magni- 
tude of that proposed by Reorganization Plan No. 2 of 1956 should 
be the subject of much more thorough deliberation by the Congress 
than is possible under the procedures provided by the Reorganization 
Act of 1949, as amended, which require affirmative action by the Con- 
gress within 60 days after the President submits a plan, to prevent it 
from becoming effective. Furthermore, it was the committee’s con- 
clusion that the Committee on Banking and Currency of both Houses 
of the Congress, which have the primary jurisdiction over legislation 
in this field, should have an adequate opportunity to examine thor- 
oughly the provisions of such a reorganization which affects a vital 
segment of the Nation’s economy, prior to final congressional action. 

Accordingly, on June 28, 1956, the committee voted to report Senate 
Resolution 291 favorably to the Senate, and filed its report on June 
29, 1956 (S. Rept. 2388). On July 3, 1956, the House Committee on 
Government Operations reported favorably House Resolution 541, a 
companion resolution of disapproval (H. Rept. 2599), which was con- 
sidered and agreed to by the House of Representatives on July 5, 1956. 
Inasmuch as the House action nullified the effectiveness of the plan, 
the Senate agreed to postpone indefinitely consideration of Senate 
Resolution 291. 

Administrative Vice President 

The tremendous burdens which rest upon the incumbent of the 
office of President of the United States have long been a matter of 
serious concern to Presidents, Members of Congress, and students of 
governmental processes. Early in 1956, former President Herbert 
Hoover publicly recommended that the Congress establish a position 
of Administrative Vice President to whom the President would be 
authorized to delegate certain administrative functions. 

After considering various aspects of this proposal, the Subcom- 
mittee on Reorganization commenced an inquiry into the administra- 
tive workload of the President of the United States with special 
reference to (1) an evaluation of the administrative functions imposed 
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upon the President by statute; (2) a consideration of proposals which 
have been made to relieve the President of the performance of some 
of these functions; and (3) a determination as to whether or not 
legislative action to accomplish this objective is necessary. The 
primary purpose of the subcommittee throughout was to determine 
what additional authority, if any, was necessary to free the President 
from administrative burdens which may impair the proper dischar, 
of his constitutional responsibilities as the Chief Executive of the 
Nation and as the head of the Government. 

Following preliminary staff work, including an analysis of con- 
stitutional mae legal aspects of the problem, public hearings were held 
on January 16, 24, and 25, 1956. 

After careful consideration of the testimony, the subcommittee 
concluded that no further statutory authority was required to enable 
the President to delegate the performance of administrative functions 
which may be an unnecessary burden on him; that the evidence re- 
ceived by the subcommittee established conclusively that there are 
appropriate officials to whom statutory functions suitable for dele- 
gation may be assigned; and that the administration has not indicated 
any existing need for the creation of a position of Administrative 
Vice President in the Executive office at that time. 

The subcommittee, in arriving at this conclusion, pointed out that, 
in its opinion, the Congress should always proceed with the utmost 
caution in its consideration of proposals affecting the duties and office 
of the President, since the American Presidency was not intended by 
its creators nor regarded by a majority of those who have held that 
office, as primarily a ceremonial or coordinating position, with its more 
essential responsibilities delegated to nonelective officers. According- 
ly, the subcommittee concluded that the Congress should not take 
the lead in diluting the President’s responsibilities or functions in 
order to lighten his burden, unless such legislative authority is 
actively sought from the Congress by the President. Since such au- 
thority had not been sought, the subcommittee recommended against 
the establishment of the office of Administrative Vice President. 

These conclusions as well as a summary of the testimony of the 
witnesses appearing and an analysis of the staff studies were incorpo- 
rated in a report prepared by the subcommittee which was approved by 
the committee and filed in the Senate on May 9, 1956 (S. Rept. 1960). 

With respect to legal aspects of Presidential delegations of consti- 
tutional and statutory functions, the subcommittee concluded that— 


1. The President may not delegate those of his express constitu- 
tional duties which, by their very nature, and the plain language of 
the Constitution, must be performed by the President alone. He 
may, and does, delegate the performance of certain other consti- 
— functions, which are performed in his name and on his 

ait; 

2. When a statute vests functions solely in the President and 
makes no provision for delegation, the general rule, established 
by the Supreme Court of the United States, is that authority to 
delegate their performance to appropriate department heads will 
be implied, and acts performed by such officials, if pursuant to 
law, will be presumed to be the President’s acts; 
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8. The general rule stated above appears to be subject to the 
ualification that the Supreme Court will only imply the Presi- 
ent’s authority to delegate the performance of his statutory 

functions with respect to what it has characterized as executive 
or administrative acts; and 

4. The rule implying authority, in the President to delegate 

statutory functions to department heads is based upon the fact 
that it is impossible for the President to perform, in person, all 
of the statutory functions imposed upon him. 


The staff study detailing the various legal and constitutional factors 
is set forth in the subcommittee hearings on January 16, 1956 (p. 23). 


LEGISLATIVE PROGRAM, 85TH CONGRESS 


The committee, or its Subcommittee on Reorganization, considered 
a number of legislative proposals during the 84th Congress on which 
final action was not taken before adjournment, for various reasons, as 
set forth elsewhere in this report, or as indicated below. In view of 
the past interest of the committee in these proposals, which have 
extended over a period of several years in some instances, in all like- 
lihood similar or related measures will be introduced in the new 
Congress in an effort to complete final congressional approval. These 
include the following general legislative proposals: 

1. Extension of the Reorganization Act of 1949, which expires on 
June 1, 1957 (pp. 4, 5). 

2. To provide for stating appropriations on an annual accrued- 
expenditure basis, as recommended by the Hoover Commission.—As 
explained elsewhere in this report (see pp. 78, 76), this section of the 
original bill to improve budgeting and accounting methods and pro- 
cedures reported by this committee and approved by the Senate was 
stricken from the Senate bill (S. 3897), in conference. The Senate 
conferees, in accepting the House compromise, stated that this matter 
would be given priority consideration early in the 85th Congress. 
(See S. 4306, p. 77, and p. 13079, Congressional Record, July 25, 1956.) 

3. Payments in lieu of taxes (see pp. 13-19).—A committee on this 
subject (S. 4183) failed of passage in the Senate, and it 1s contemplated 
that some legislative action in this area will be proposed, along the lines 
of the bill reported by the committee, as a part of the President’s pro- 
gram for the 85th Congress. Senator Hubert H. Humphrey, sponsor 
of the original legislation dealing with this subject, has indicated that 
he will reintroduce the committee bill in the new Congress. 

4. To provide for the adjustment of the legislative jurisdiction 
exercised by the United States over land in the several States (see 

. 19). 

. 5. To provide for the reorganization of the safety functions of the 
Federal Government.—Senator Humphrey (and other Senators) who 
sponsored this proposal in the 84th Congress (see p. 83) have indicated 
that the bill, S. 3517, which was reported by the committee, and passed 
by the Senate, will be reintroduced in the new Congress. 

6. Revision of Federal Regulation of Lobbying Act (see p. 8).— 
Senator John F. Kennedy, who is chairman of the Subcommittee on 
Reorganization and sponsor of proposed legislation dealing with 
this problem, and a member of the Special Committee To Investigate 
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Political Activities, Lobbying, and Campaign Contribution, has indi- 
cated that he will sponsor legislation similar to his previous proposal 
(S. 2308), and based upon the findings and recommendations of the 
special committee, in the 85th Congress. 

7. Reorganization of the Passport Office —Legislation will be pro- 

osed in the next session, if the committee determines further hear- 
ings or possible legislative action is necessary following consideration 
of facts developed by the staff as a result of studies now in progress, 
(See S. 3340, pp. 7, 58.) 


Proposed amendments to the Federal Property and Administrative 
Services Act of 1949. 


At the request of the committee, the Administrator of General Serv- 
ices has submitted the following proposed amendments to the Federal 
Property and Administrative Services Act as a preliminary legislative 
program which he proposes to submit to the 85th Congress (subject to 
clearance by the Bureau of the Budget), which may properly be 
within the jurisdiction of this committee: 

1. Administrative operations fund.—Adding a section 110 to make 
permanent the authorization of the administrative operations fund. 

2. Buildings management fund.—Amendment of section 210 (f) 
to eliminate the prohibition against use of the buildings management 
fund for expenses of carrying out the act of June 24, 1948, 

3. Surplus property disposal—Amendment of section 203 (e) so 
as to provide a permanent charter to govern applicability of adver- 
tising, on the one hand, or negotiation, on the other, in the disposal 
of surplus property. Proposed amendment was introduced in the 
84th Congress as S. 2668. (See pp. 24, 80.) 

4. Payments of rent by wholly owned Government corporations.— 
To require payment of rents by wholly owned Government corpora- 
tions and others for space in Government-owned and rented buildings. 

5. Payments of taxes from rentals of excess and surplus real prop- 
erties—Amendment of the Federal Property and Administrative 
Services Act of 1949, as amended, and the National Industrial Reserve 
Act of 1948 to provide authority to make payments in lieu of taxes on 
leased property from rentals received. 

6. Building management contracts for 5-year period.—Authority 
to contract for a period not in excess of 5 years for cleaning, mainte- 
nance, elevator operation, and similar custodial services for public 
buildings operated by GSA. 

7. Payment from outlease proceeds of costs for rents and services.— 
To authorize payment by GSA from the proceeds received from the 
outleasing of a surplus leasehold of the costs incurred by GSA of 
paying rental on the original lease and of providing services to GSA’s 
tenant. 

8. Protective services at relocation centers.—Authorize the Admin- 
istrator of General Services to provide protective services at relocation 
centers during a national emergency. 

9. Elimination of cross billing for inspection and testing services.— 
To authorize the Administrator of General Services to prescribe 
policies and methods for utilizing the inspection and testing services 
of executive agencies on an interchange basis, without reimbursement. 

10. Reporting surplus personal property sales to Department of Jus- 
tice—Amendment of section 207 to exclude from the requirement for 
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reporting to the Department of Justice all surplus personal property 
other than patents, processes, techniques, or inventions. 

11. Use of proceeds of sales of surplus personal property.—Amend- 
ment to establish a special utilization and selling fund derived from 
sales of surplus personal property to cover GSA expenses for govern- 
mentwide utilization activities and expenses of all executive agencies 
incurred in the selling of surplus personal property. 

12. Transfers of records to the National Archives—Amendment of 
section 507 (a) to authorize Administator of General Services to direct 
and effect transfers of historical records more than 50 years old to 
the National Archives, unless head of an agency states in writing that 
the records are in current use. Proposed amendment introduced in 
84th Congress as S. 2364 (sec. 2). (See p. 82.) S. 2364 passed the 
Senate, but failed of final passage in the House. 

13. Emergency destruction of records—Amendment to extend to 
heads of agencies emergency authority to destroy records within con- 
tinental United States; to authorize emergency destruction by con- 
tractors of records regarding Government contracts; and to authorize 
destruction of war contract records after stated periods for purposes 
of economy and efficiency. Would repeal section 11 of the Records 
Disposal Act of 1943. Proposed amendment introduced in 84th Con- 
gress as S. 1005. (See p. 29.) 

14. Exemption from examination by Comptroller General of con- 
tractors’ books in certain foreign purchases.—Amendment of section 
304 (c) to authorize Administrator to exclude from examination by 
Comptroller General contractors’ books in purchases from foreign 
sources of strategic and critical materials. 

The complete outline of the proposed GSA legislative program for 
1957 is on file with the committee, including brief explanatory state- 
ments relative to the need for legislative action. 
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in Colotadeésiwiiss.evineusciw. bu; caiauswwce- he aaidanibeavead <tannl 41 
8. 3316. Surplus property to city of Roseburg, Oreg. (S. Rept. No, 2200) _. 39 
8. 3323. To provide for comprehensive reports by the Bureau of the 


TI nc ccc eccoraweiasdnccanaduteuaebebles Ceueuleueee 72 
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SENATE BILLS—continued 


Page 
S. 3324. Transferring to Secretary of Defense certain properties in the 
Reeone, InGustrinl Mperve.. ... ~~. 314 6 LO ack Leg cs 72 
S. 3340. Reorganization of the Passport Office (S. Rept. No. 1605)... 7, 58, 92 
S. 3348. Disposal of surplus property to State defense forces___.....-.-- 23 
S. 3353. Surplus property to village of Carey, Ohio__.___._...__-_----- 35 
5. 3362. To simplify accounting, facilitate payments of obligations, etc. 
. NG, irene se oS le Ube ee BRGU NE sb i Sas 5G Un ce eenns 8, 71, 76, 77 
8. Sines Surplus property to port of Port Townsend, Washington (S. Rept. 
We wa edeeee ad 2027s 10 05 ia8 Sebo ee ee, cule ecto ilin 38 
§. 3.41. To create a Department of Mineral Resources_............---- 72 
8. 3444. Establishment of Federal-State Land Study Commissions-- ---- 21 
S. 3491. Surplus property to city of Charlotte, N. C___..-...-.-------- 36 
S. 3517. Reorganization of safety functions of the Federal Government 
 nttintccreranes on enetacwnnnditht daa hatha ab beaks 8, 71, 83, 91 
i oeee.- pasenente in lieu of tages... .6 00 ois ns sac cudsucs. 13 
S. 3566. Transfer of certain Government-owned alcohol plants_.-._.---- 45 
S. 3607. To amend the Federal Register Act___..._._._.__....-___------ 28 
S. 3693. Disposal of surplus property for civil defense purposes-_--_-_--- 22, 71, 79 
§. 3694. Establishing the Fish and Wildlife Service___._...........-.--- 72 
8S. 3700. Transfer of property for park and recreational purposes (District 


aden in cuisine dancnaitatannah assem sala 27 
S. 3768. Statutory status of the Department of Health, Education, and 


Welfare and appointment of General Counsel (S. Rept. I i haa sits nie 6 
S, 3766. Paympnte in teu of taxes 2.08 2202 2 ba dose ee dee cece e 13, 14 
S. 3843. Adjust sec. 322 of Economy Act of 1932 to premises leased for 

Government purposes (8S. Rept. 2198)__........--.-.--------------- 25 
S. 3897. To improve governmental budgeting and accounting methods 

and procsaures'(G; Tepb: 3265) 2c 2. - oe sl ea eee ss Cece ee 7,41, 43:46 
S. 3937. Surplus property to town of Castine, Maine___.__._...-------- 37 
S. 4055. Disposal of surplus real property in Seattle, Wash___..-.------ 45 
8. 4064. Donation to Philippine Republic of certain records captured from 

IrensennnODNCNUC RUD UR URCRAANE IDURD credits pte inti einncanimim ioe rein aa aT 30 


8. 4076. Appointment of chief legal officers of certain departments in the 
executive branch by the President (S. Rept. 2397)_.....--..----..--- 


S. 4139. Disposal of surplus property, Lexington, Ky_...-----.-.------ 45 
S. 4183. Payments in lieu of taxes (8S. Rept. 2424)_......__..--.---- 13-19, 91 
S. 4196. Adjustment of the legislative jurisdiction exercised by the United 

States over land in the several States used for Federal purposes-- --- 19, 69, 91 
S.4576. Pagenents inlet of tases. 2252560. 5 5 stn ccc cnceaes len cc.. 13, 14 
S. 4306. Appropriations on an accrued expenditure basis... ....-.------ 77,91 


SENATE RESOLUTIONS 


S. Res. 27. Study of the leasing of space or buildings for Government 


I ieee ee eS ee, Jo) ae be OSU et Se 25 
8. ye 31. Citing Diantha D. Hoag for contempt of the Senate (S. Rept. 
Sentient Sateen Wes Set ak ee kb ane than bowel lin adubwoee 71 


8. Res. 41. Authorizing additional expenditures and employment of further 
temporary assistants by the Senate Permanent Subcommittee on In- 


vemanmuons (no wristerr fenort)~ ~~... 2s so 3 ne 70 
S. Res. 140. Fees for Government Services (S. Rept. 1184) __-__-_------ 57 
8.’ Res. 188. To provide additional clerical- assistance and funds for the 

Senate Permanent Subcommittee on Investigations (no written report) - - 70 


S. Res. 202. Extending Senate Resolution 41 to February 15, 1956, and 

pers. additional funds for Senate Permanent Subcommittee on 
vestigations (no wren Teport). ee ee ell 70 

S. Res. 234. Authorizing printing as a Senate document of the Index to 

Reports of the Commission on Intergovernmental Relations (no written 
DUNE ee ee Saeed ree! 2 oS i) SUSIE: be ea. 12 
S. Res. 291. Opposing Reorganization Plan No. 2 of 1956 (S. Rept. 2388). 4, 71, 88 

S. Res. 327. To print additional copies of the index and summary of con- 

gressional investigations of communism and subversive activities (no 
Mle Ney = Ss AT Uk. ae US 2 LOO ee 67 
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SENATE JOINT RESOLUTIONS 


Page 
§S. J. Res. 4. Continuation in office of certain members of the Hoover 

Commission (no written report) - . i... 02-2 62 - ee ee eee se ee 
8. J. Res. 21. To establish a Commission on Government Security (8S. Rept. 

581) om sion di- dnnewiiens>~ke-93eenehenee- ivr GomaieiehdweRae 7, 68, 71, 73 
S. J. Res. 81. Acceptance and maintenance of Presidential libraries___.-_- 27 
S. J. Res. 182. To extend time for filing final report of Commission on 

Government Security (S. Rept. 2385) _--.........---.-.---------- ee 

HOUSE BILLS 
H. R. 482. Surplus property at Springfield, Mo., to State of Missouri (S. 

Rept. 1168) a wénsime 40cgethcanssnkedte nai ape hie Bae Reeh ~~ 32 
H. R. 2010. Extending Commission on Intergovernmental Relations --__- 12 
H. R. 2576. To extend the Reorganization Act of 1949_.._........-_---. 5 
H. R. 2889. Surplus property to village of Necedah, Wis. (S. Rept. 1194) __ 42 
H. R. 3322. Surplus property for educational and public health purposes 

(SB. Rept. 361)... 2 seh wd oe SUE sae EU bebodedeeebin ee 21, 23 
H. R. 6182. Payments in lieu of taxes with respect to certain real property 

transferred by the RFC to other Government departments &. Rept. 

1963)... loi eccs cdakodbcoceckubedecbbesis woken dele 14 
H. R. 6857. Surplus property to city of Milwaukee, Wis. (S. Rept. 1285) _ - 32 
H. R. 7034. Permanent authority for relief of certain disbursing officers (8S. 

Ree... 1180). nnn wecwusae reso ss deym beieaneeain ae dagen dais teh aaa 
H. R. 7035. To authorize relief of accountable officers of the Government 

(8. Rept; 1986) oso. 2 se id selene ode dda bE cauuee 51 
H. R. 7156. Surplus property to Board of County Commissioners, Lee 

County, Fis. (5. er. 2G A ooo cewicseiane:nsceibwickiomreg ibiteg staan 33 


H. R. 7227. Surplus property for civil defense purposes (S. Rept. 2267). 22, 23, 71, 79 


H. R. 7728. To provide that Department of the Navy shall not be required 
to reimburse RFC for property at Columbus, Ohio (8. Rept. 2771) ---_- 
H. R. 7855. Disposal of surplus property by negotiation (S. Rept. 2199) - 


H. R. 7896. Surplus property to city of Hogansville, Ga. (S. Rept. 2193) - 
H. R. 7913. Exchange of surplus property at Cape Girardeau, Mo. (S. 
West. DOG ain stseee Heh Sih th eh can Mee 
H. R. 8404. Surplus property near Douglas, Converse County, Wyo., to 
State of Wyoming (8. Rept. 2194) -. 2225.22 ce ee i Dee 
H. R. 8634. Surplus property to city of Charlotte, N. C. (S. Rept. 2228) - - 
H. R. 8817. Surplus property to city of Corbin, Ky. (S. Rept. 2430) ____- 
H. R. 9377. Surplus property to Eagle Rock YMCA, Los Angeles County, 
Calif: (8; Rept. 2IG6) . s . - 2 Sek oda nts wndlinlsellon cite dees 
H. R. 9578. Conveyance of interest of the United States in and to certain 
lands in Colorado (8S. Rept. 2427)... cu08s6 25 5 SU ae 
H. R. 9593. To simplify accounting, facilitate the payment of tiie call 
NOo wade. LU eek. TGs oe de EEL. Gee G A nae 
H. R. 9631. To ratify and confirm sale of certain real property of the 
United States (Skagway, Alaska) (8. Rept. 3772). ..23 056026... 2G64 
H. R. 9671. Surplus property to village of Carey, Ohio (8. Rept. 2238) __. 
H. R. 9774. Surplus property to Board of Commissioners, Volusia County, 
Fla. (S. he WADG) 6. 5cb ib. Un dbdicdblidadadenlwedb Ven dhnscccteaae 
H. R. 10075. Surplus property to town of Bald Knob, Ark. (8. Rept. 2425). 
H. R. 10204. Authorizing transfer of certain land to Richard M. Tinney 
and John T. O’Connor, Jr. (S. Rept. 2431)_-_-.._------.-- 222-2 2-e 
H. R. 10383. Surplus property to city of Vero Beach, Fla. (8S. Rept. 2773). 
H. R. 10417. To amend the Federal Register Act (S. Rept. 2196)_.__--- 
“a 10479. Surplus property to the county of Galveston, Tex. (S. Rept. 
MDOP. . Soin Webs U8. SUSUULIUIS. Bin Ula Ub a. Sin deol 
H. R. 11515. To amend the Administrative Expenses Act of 1946_-. ._-.- 
H. R. 11520. Surplus property to town of Castine, Maine (S. Rept. 2428) - 


40 
24, 


1, 80 
34 


71,77 


41 
35 


36 
36 


40 
39 
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HOUSE JOINT RESOLUTIONS . 
age 
H. J. Res. 157. To establish a Commission on Government Security__. 7, 71, 73 
H. J. Res. 276. To authorize the Texas Hill Country Development Foun- 


dation to convey certain land to Kerr County, Tex. (8. Rept. 1187)__-_- 31 
H. J. Res. 330. Acceptance and maintenance of Presidential libraries 
(. ewes 2 ies Se ot 210 Sap SIUM OTR eae OOS be eS 27 
REORGANIZATION PLANS 
mecrwantention Pian 1 of 19562. e254 geyo. =... 61. .-.-..~- 4, 71, 102 
Reorganization Plan 2 of 1956 (S. Rept. 2388) __.__..___---_- aq. 471, 3%, 1@% 


PUBLIC LAWS, PRIVATE LAWS, AND RESOLUTIONS AGREED TO 


Public Law 2. To provide for the continuation in office of certain members 

of the Commission on Governmental Operations (S. J. Res. 4)_.-__--_- 
Public Law 5. To amend the act of July 10, 1958, which created the Com- 

mission on Intergovernmental Relations (H. R. 2010) -_-_-_- wacecee kite wi SSS 12 
Public Law 16. To further amend the Reorganization Act of 1949, as 

amended, so that such act will apply to reorganization plans transmitted 

to the Congress at any time before June 1, 1957 (H. R. 2576)_______- 5 
Public Law 41. Relating to the extension and the final liquidation of the 

ate on Organization of the Executive Branch of the Government 

S. 1763) 
Public Law 46. To authorize reciprocal fire-protection agreements between 

departments and agencies of the United States and public or private 

organizations engaged in fire-fighting activities, and for other purposes 

RPP eats eee Oe dee tl tl lth. at 49 
Public Law 57. To authorize certain administrative expenses in the 

Treasury Department, and for other purposes (8. 1727) 
Public Law 61. To amend the Federal Property and Administrative 

Services Act of 1949 so as to improve the administration of the program 

for the utilization of surplus property for educational and public-health 

perros (0). Mey MONO) cnt ool ee ee se cin ei ee ecuagquudesud. ue 22 
Public Law 148. To amend the Federal Property and Administrative 

Services Act of 1949, as amended, and for other purposes (pacts, agree- 

ments between States) (8S. 1007)__.______ dee. elise alleike 2d 28 
Public Law 200. To amend the Federal Property and Administrative 

Services Act of 1949, as amended, to authorize the Administrator of 

General Services to donate certain property to the American National 

Been Geom OOO i aod LOL dala 6s cabca ne nedpocke 22 
Public Law 282. Authorizing the Administrator of General Services to 

convey certain land to the city of Sioux Falls, S. Dak., for park and 

recreational purposes, for an amount equal to the cost to the United 


States of acquiring such lands from the city (S. 2277)__.-._..--------- 31 
Public Law 291. To authorize the Texas Hill Country Development Foun- 
dation to convey certain land to Kerr County, Tex. (H. J. Res. 276) __-- 32 


Public Law 301. To provide for the conveyance of a portion of the former 
O’Reilly General Hospital, Springfield, Mo., to the State of Missouri, and 


for other purposes (Hi, R. 482)... ..- 22-2. 25-2 eset 32 
Public Law 304. To establish a Commission on Government Security 
(il. oC Ss Zod hed bla ec wed ob edu meup eure 63 7,71, 75 


Public Law 334. To amend section 1 of the act entitled ‘‘An act to author- 
ize relief of accountable officers of the Government, and for other pur- 


poses,” approved August 1, 1947 (61 Stat. 720) (H. R. 7035)__.-_-._-- 52 
Public Law 365. To provide permanent authority for the relief of certain 

disbursing officers, and for other purposes (H. R. 7034)__..._.-------- 51 
Public Law 373. To provide for the acceptance and maintenance of 

Presidential libraries, and for other purposes (H. J. Res. 330)__.-_-_-- 28 


Public Law 388. To amend the Federal Property and Administrative Serv- 
ices Act of 1949 to make temporary provision for making payments in 
lieu of taxes with respect to certain real property transferred by the 
Reconstruction Finance Corporation and its subsidiaries to other Govern- 
sa ae eam aa wie omen ounce meee 14 
Public Law 416. To authorize the Administrator of the General Services 
Administration to convey certain land to the city of Milwaukee, Wis. 
Te eel lea ae maine Wie GM die lein th debi niGaleieke tine 32 
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PUBLIC LAWS, PRIVATE LAWS, AND RESOLUTIONS AGREED 1oe-nheeaeee 
age 
Public Law 418. To provide for the conveyance of certain land of the 
United States to the Board of County Commissioners of Lee County, 
Pie. GH. BR. 718D) noc cg cpipccncncn cp eyes ewypeashhttctesl ee eee 33 
Public Law 439. To provide for the return to the town of Hartford, Vt., 
of certain land which was donated by such town to the United States 
as a site for a veterans’ hospital which is no longer needed for such 
perpése CB: TORR ee, Ore OO), Diet the tase tee e ee 33 
Public Law 602. Authorizing the Administrator of General Services to 
effect the exchange of properties between the United States and the 


city of -Cane-Girardeau,- Mo.- (H.-R: -7018).\0 22028 oe OI ee 34 
Public Law 616. To provide for the conveyance of certain land in the 
city of Hogansville, Ga., to the city of Hogansville (H. R. 7896)___--_-- 35 


Public Law 618. To provide for the conveyance of a portion of the former 
" eurengner tated camp, near Douglas, Converse County, Wyo., to the 
State of Wyoming, and for other purposes (H. R. 8404)__.--_-------- 35 
Public Law 619. To amend the Federal Register Act, as amended, so as 
to provide for the effectiveness and notice to the public of proclamations, 
orders, regulations, and other documents in a period following an attack 


or threatened attack upon the continental United States (H. R. 10417)_ 29 
Public Law 647. To provide for the conveyance of certain property of the 
United States to the village of Carey, Ohio (H. R. 9671)_______-- 36 


Public Law 655. To amend the Federal Property and Administrative 
Services Act of 1949, as amended, to authorize the disposal of surplus 
property for civil-defense purposes, and for other purposes (H. R. 7227)-_ 22,71,80 

Public Law 657. To authorize the conveyance of a certain tract of land in 


North Carolina to the city of Charlotte (H. R. 8634)___......-------- 36 
Public Law 735. To provide for the conveyance of certain real property 

of the United States to the town of Bald Knob, Ark. (H. R. 10075)-__-- 36 
Public Law 739. To provide for the conveyance of certain lands of the 

United States to the Board of Commissioners of Volusia County, Fla. 

[o, Me, BET eee icuas ss ann sin no arta ag vl en dle cess a 37 
Public Law 742. To provide for the conveyance of certain property of 

the United States to the city of Corbin, Ky. (H. R. 8817)_.__-------- 37 
Public Law 745. To provide for the transfer of certain property situated 

in the State of Maine to the town of Castine. Maine (H. R. 11520)___- 37 
Public Law 750. To authorize the Administrator of General Services to 

convey certain land to the county of Galveston, Tex. (H. R. 10479) -_-- 38 
Public Law 760. To provide for the conveyance of certain real property 

of the United States to the port of Port Townsend, Wash. (8S. 3388) -- 38 
Public Law 786. To extend the time for filing the final report of the 

Commission on Government Security to June 30, 1957, and for other 

PRI <tt. d. TU, SOO) accep coaceeeann aces eacaee one Leen 7,71, 76 
Public Law 798. To simplify accounting, facilitate the payment of obli- 

gations, and for other purposes (H. R. 9593)_........-..---------- 8, 71, 79 


Public Law 852. To amend section 158 of the Revised Statutes of the 
United States, as amended, so as to include the Department of Health, 
Education, and Welfare among the executive departments there listed, 

GHC TOP OUHET DUTDONES O., OT UE inn ncttn an onenecannnteehietee ment 6 

Public Law 859. To authorize the Administrator of General Services to 
convey certain lands in the State of Rhode Island to the town of North 


RTE ER See a i a eee 39 
Public Law 863. To improve governmental budgeting and accounting 
methods and procedures, and for other purposes (S. 3897) --_---- 8, 71, 73, 77 


Public Law 883. Authorizing the Administrator of General Services to 
convey certain property which has been declared surplus to the needs 
of the United States to the city of Roseburg, Oreg. (S. 3316)_.__--_--- 39 
Public Law 971. To amend the Federal Property and Administrative 
Services Act of 1949, as amended, to extend until June 30, 1956, the 
period during which disposals of surplus property may be made by 


Demotintion (20, i. SURE. < san anit: Gute c ts ise cou aes $name 24, 71, 81 
Public Law 977. To provide for the conveyance of certain real property of 
the United States to the city of Vero Beach, Fla. (H. R. 10383)-___---- 39 


Public Law 978. To provide that the Department ‘of the Navy shall not 

be required to reimburse the Reconstruction Finance Corporation for 

the transfer of certain real property at Columbus, Ohio (H. R. 7728) _- 40 
Private Law 576. To provide for the conveyance of a certain tract of land 

in Madison County, Ky., to the Pioneer National Monument Associa- 

HOG NE. TGCS va ndccncndcniacennccmeneanacautenanenndres Teme 34 
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PUBLIC LAWS, PRIVATE LAWS, AND RESOLUTIONS AGREED To-- continued, 
age 
Private Law 708. To provide for the sale to the Eagle Rock Young Men’s 
Christian Association of certain real property located in Los Angeles 
isi ae ils Lannavnnadinncnanadanse<dbabb 40 
Private Law 789. Authorizing the Administrator of General Services to 
transfer certain land to Richard M. Tinney and John T. O’Connor, Jr. 


Fe I eis ene lene lhe Sadleish ise eae oe SE ae 41 
Private Law 792. To provide for the conveyance of an interest of the 

United States in and to certain lands in Colorado (H. R. 9578)_------ 41 
Private Law 859. To ratify and confirm the sale of certain real property 

OE ce LIMseO BURNGS TEL. 2b) BOG L) coils oe hl) dd weed wenidaneddq} 41 
Resolution citing Diantha D. Hoag for contempt of the Senate (S. Res. 31)!_ 71 


Resolution authorizing additional expenditures and the employment of 
further temporary assistants by the Committee on Government Opera- 
a (Senate Permanent Subcommittee on Investigations) (S. Res. i 
a ee ee RY OP a ee en mk. bial ere is bm 0 
Resolution to provide additional clerical assistance and funds for the 
Committee on Government Operations, (Permanent Subcommittee on 
Shins eo sh oc min ternal steer econ al atin = 70 
Resolution continuing the time for a report by the Committee on Govern- 
ment Operations under Senate Resolution 41, providing additional funds 
for said committee. (Permanent Subcommittee on Investigations) 
ern el a hn ko wir bie nines mare om a 48 aon 70 
Resolution to print additional copies of the index and summary of con- 
apa investigations of communism and subversive activities (S. Res. 7 
DE ed eh EE hi Wien ed cen tains pcb ariter RE AAT EE TE, Se 6 


REPORTS AND SENATE DOCUMENTS 2 


ae and Espionage in Defense Establishments and Industry (S. Rept. 

vo. 3).1 

Activities of the Senate Committee on Government Operations in the 83d Con- 
gress (S. Rept. No. 4). 

Organization of Federal Executive Departments and Agencies, as of January 1, 
1955 (Committee Rept. No. 15). 

Organization of Federal Executive Departments and Agencies, as of Jan- 
uary 1, 1956 (Committee Rept. No. 16). 

Index to the Reports of the Commission on Intergovernmental Relations (S. 
Doc, No. 111). 

Index and Summary of Congressional Investigations of Communism and Sub- 
versive Activities (S. Doc. No. 148). 

Report on Army Signal Corps—Subversion and Espionage (S. Rept. No. 230).! 

Annual Report of the Permanent Subcommittee on Investigations (S. Rept. No. 
231). 

Army Personnel Actions Relating to Irving Peress (S. Rept. No. 856).! 

Textile Procurement in the Military Services (S. Rept. No. 1380).! 

Foreign Operations Administration Grain Storage Elevators in Pakistan (S. 
Rept. No, 1410).! 

Reports to the Congress by the Second Commission on Organization of the Execu- 
tive Branch of the Government (8. Rept. No, 1441). 

Inefficiencies in Department of Agriculture Grain Bin Program (8S. Rept. No. 
1443).1 

Annual Report of the Committee on Government Operations made by its Per- 
manent Subcommittee on. Investigations (S. Rept. No. 1444). 

Fees for Government Services (S. Rept. No. 1467). 

Review of Audit Reports of the Comptroller General (S. Rept. No. 1572). 

Reorganization of the Passport Office (S. Rept. No. 1604). 

Proposal to Create an Administrative Vice President (S. Rept. No. 1960). 

Swiss Watches—Adjustments (S. Rept. No. 2239).! 

Communist Ownership of GI Schools (S. Rept. No. 2377).! 

East-West Trade (S. Rept. No. 2621).! 

Composite Index to Hearings on Special Senate Investigation on Charges and 
Countercharges Involving: Secretary of the Army Robert T. Stevens, et al. and 
Senator Joe McCarthy, et al.! 


1 Details in activities report of Senate Permanent Subcommittee on Investigations. 
? These do not include reports on legislation which are shown under the bills and resolutions reported, 
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APPENDIX A 


Summary of reorganization plans submitted to the Congress under 
authority of the Reorganization Act of 1949, as amended, and actions 
taken thereon : 


Action on reorganization plans, 81st and 82d Congs. 
REORGANIZATION PLANS OF 1949 









































| 
Senate Senate vote on resolution of 
Plan resolution! 8. Rept. disapproval 
No. Title of dis- No. sais 
approval | 
No. Yeas Nays | Date Date 
ee — | —). 
1 | Department of Welfare... ........--.-.. 147 | 1851 60 32 | Aug. 16, 1949 
2 | Bureau of Employment Security _ eet ae 151 2852 3432 7 | Aug. 17, 1949 
3 | Post Office Department-_-_-_........-.-.-. None GT Voiany satealeaoatinmaaminan ddan 
4 | National Security Council and National | 
Security Resources Board... .....-..-- | None BT on ccereescsesa cs eee a 
5 | Civil Service Commission -.............-- None a RR, i, 1 a 
6 | Maritime Commission --..............-- None 00 Fotis aie 2p tinaien ata Geeoue 
7 | Public Roads Administration__..._...--- 155 927 | 340 47 | Aug. 17, 1949 
8 | National Military Establishment 5_..___- | None Pe icc caniuschidlesenous Ltelnalligcetsaiconi . 
REORGANIZATION PLANS OF 1950 
1 | Department of Treasury--_-.-.-......-.--- 246-247 61518 65 13 | May 11, 1950 
3 | Departament Of SMS. accor ccc cciane None We Ee sue nlacelus aon tde + teins ~~ 
3 | Department of Interior. _........._.----- None 1545 . cee |. mae 
4 | Department of Agriculture ee aaee 263 6 1566 9) Racbawaia 4 | May 18, 1950 
5 | Department of Commerce_-.._-_-....--.-- 259 61°61 342 43 | May 23, 1950 
6 | Department of Labor. ---.-.._../.--.....- None 1684 op. teehee Hebewes 
7 | Interstate Commerce Commission. -.--.. 253 6 1567 66 13 | May 17, 1950 
8 | Federal Trade Commission aoa 254 1°62 334 37 | May 22, 1950 
9 | Federal Power Commission-.- : 255 1663 337 36 | Do. 
10 | Securities and Exchange C ommission. - | None WE hss ocianentectaieees iit Ate Bh oa cine 
11 | Federal Communications Commission. 2°6 1564 50 23 | “May 17, 1950 
2 | National Labor Relations Board--.------- 248 6 1516 53 | 30 | May 11, 1950 
13 | Civil Aeronautics Board _.....-....-.-- None | 1686 | ‘Sane a cade 
14 | Labor Standards Enforcement__--- ‘ None Riis ine leben teabaitenetladn 
15 | Alaska and Virgin Islands Public Works. None MG boe<esnnennleiihith nttiaiidese at 
16 | Assistance to School Districts and Water 
Pollution Control_.__-.- ee , None TE ao a pcia dnd nceatatate tei imiaeianonehd 
17 | Advance Planning and War Public | 
WE no a tusinaanhelodasttadiee sae 271 1676 3 29 43 | May 23, 1950 
18 | Building and Space Management Func- | 
tions. 270 1675 37 | 69 Do. 
19 | Employees’ Compensation Functions___- None DE Lanind ance 9 aheae 6 06 aetna 
20 | Statutes at Large and Other Matters -- None Te Ee nens Pe: lomeonneecs 
21 | Maritime Commission. 265 1674 314 59 | May 19, 1950 
22 | Federal National Mortgage Association 299 1936 | 3 30 | 43 | July 6, 1950 
23 | Loans for Factory Built Homes--.-.--_- None > Se fee Re |. a 
24 | RFC to Department of Commerce-_--- 290 1868 (4) © | ccucccec) SO, eee 
25 | National Security Resources Board-..- None None |----- sain bie cave runiaone-eqaliar = eel ee 
26 | Department of the Treasury §__- None MEOW tl cen) sAn- Nid emadulet lewchedinn ea gensnie 
27 | Department of Health, Education, and | 
Goomrtty *.....0.2.5< F : 302 1943 (1%) | (1) (10) 
REORGANIZATION PLAN OF 1951 
Reconstruction Finance Corporation...-- | 76 | $213 | 311 41 | 33 | Apr. 13,1951 


Footnotes at end of table. 
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Action on reorganization plans, 81st and 82d Congs.—Continued 
REORGANIZATION PLANS OF 1952 














| | 
| Senate Senate vote on resolution of 
Plan | resolution) S. Rept. | disapproval 
No. Title of.dis- No. | 
| approval l 

| | No. Yeas | Nays | Date 

| | | | 
1 | Bureau of Internal Revenue. ---_-------- 285 1259 $437 53 |} Mar, 18, 1952 
2 | Post Office Department.__..__......----- 317 | 21747 56 | 29 | June 18, 1952 
3 | Bureau of Customs, Treasury Depart- 

ES TT lesen 331 2 1748 | 51 | 31 Do, 

4 Department of Justice (United States 

fades Si joa scceernyecsdan 330 | 2.1749 | 55 | 28 Do. 
5 | District of Columbia__..-.....--.-.---.-. None 1735 | ep bereabes soc ouleeeasncacossan 

Action on reorganization plans, 83d Cong. 
REORGANIZATION PLANS OF 1953 

| 
1 Depot of Health, Education, and 

Fede idee acai eanainoaaketbenee 
2 | Department of Agriculture. __-_-.-_.-..-- 
3 | Office of Defense Mobilization --_-......- 
4 Department of Justice. ........-...-.-..... 
5 | Export-Import Bank of Washington - ---- 
6 | Department of Defense !7____..........-- 
7 | Foreign Operations Administration --.--- 
8 | United States Information Agency-.-----. 
9 | Council of Economic Advisers... ..-...-- 
10 Payments to Air Carriers_--.-- icecela Sans 








REORGANIZATION PLANS OF 1954 
~ ) on ‘ 
1 | Foreign Claims Settlement Commission | | | 





| of the United States_-_..............--.- NS ciation A gested eee! 

2 | Liquidation of Certain Affairs of the Re- | | 
construction Finance Corporation - - --- None | a ietieinaiic maa diciaviet soleeamntale Tri eaieel | 
i 





Action on reorganization plans, 84th Cong. 
REORGANIZATION PLANS OF 1956 





ao 
1 | Department of Defense _____.._...___.--- 18 None None ile enietasst eoaipieatncee 
2 Federal Savings and Loan Insurance 
I Bh gacrcaminanmeepa escalate 18 291 | DE Vicente tiyiaenenen® 
| 





! Report in 3 separate parts: 1 majority and 2 minority. 

2 Report in 2 separate parts: 1 majority and 1 minority. 

3 Senate failed to pass disapproving resolution by necessary 49 votes, and plan became effective. 

‘ Disapproving resolution in House failed of passage by voice vote. 

5 Superseded by Public Law 216, Aug. 10, 1949. 

6 Report contains majority and minority views. 

7 Senate approved resolution by voice vote. 

8 Same as plan No. 1 of 1950, except that Comptroller of the Currency is excluded. 

§ Designed to overcome objections to plan No. 1 of 1949. 

10 House adopted disapproving H. Res. 647 by vote of 249 to 71 on July 10, 1950 (H. Rept. 2320). 

1! House rejected disapproving H. Res. 142 by vote of 200 to 198 on Mar. 14, 1951 (H. Rept. 188). 

12 Referred to the Senate Committee on Armed Services under an agreement entered into between the 
2 committees. 

13 H. Res. 534, disapproving plan No. 1, and H. Res. 541, disapproving plan No. 2, were approved by the 
House of Representatives on July 5, 1956, by voice vote. Senate action was therefore unnecessary. 
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STUDY OF FOREIGN AID PROGRAM 


January 14 (legislative day, JANuARy 3, 1957).—Ordered to be printed 





Mr. GREEN, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany S. Res. 35] 


The Committee on Foreign Relations, having had under considera- 
tion a recommendation from the Special Committee To Study the 
Foreign Aid Program, created pursuant to Senate Resolution 285, 
84th Congress, that its authority be extended until June 30, 1957, 
reports an original resolution extending such authority and recom- 
mends that it do pass. 

1. BACKGROUND 


The Special Committee To Study the Foreign Aid Program was 
created under the authority of Senate Resolution 285, agreed to July 
11, 1956. It is composed of the full membership of the Senate Com- 
mittee on Foreign Relations and the chairman and ranking minority 
members of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. The committee was authorized to 
expend an amount not to exceed $300,000 in carrying out its study. 

The special committee held an organizational meeting on July 20, 
1956, to set the basic lines of inquiry for the study. At that time it 
was agreed that Senator George, then chairman of the special com- 
mittee, would ask certain members to serve on an executive committee 
(or steering committee) for the purpose of getting the study under 
way so that when the full committee reconvened, the necessary infor- 
mation would be available for its consideration. Accordingly, Senator 
George requested the following members to serve on the executive 
committee: Senators Green (chairman), Fulbright, Russell, Bridges, 
Smith of New Jersey, and Knowland. 

On July 28, 1956, the executive committee held a meeting and in- 
structed the committee staff to make arrangements with certain indi- 
viduals and organizations to assist the committee in carrying out its 
work. It was then agreed that all contractual arrangements would 
be subject to the final approval of the chairman or the acting chair- 
man of the executive committee and one member of the minority side. 


23001°—58 _ §. Rept., 85-1, vol. 1——3 








2 STUDY OF FOREIGN AID PROGRAM 


2. EXECUTIVE COMMITTEE ACTIVITIES 


Research projects 
In order to obtain the basic information necessary to evaluate for- 
eign-aid programs, the committee concluded 11 contracts with private 
organizations and institutions. These contracts covered 10 major 
research projects. Each of the contractors has completed its project 
and submitted its report to the committee. 
The projects, together with the name of the organization or institu- 
tion which conducted the study, are as follows: 
Project No. 1. Military assistance: 
Part A. The policy. 
Contractor: The Institute of War and Peace Studies of 
Columbia University, New York City. 
Part B. The program. 
Contractor: Systems Analysis Corporation, Washington, 
D. C. 
Part C. Military Review and Evaluation. (Final arrangements 
have not yet been concluded.) 
Project No. 2. The objectives of United States economic assistance 
programs: 

Contractor: The Center for International Studies of the 
Massachusetts Institute of Technology, Cambridge, Mass. 
Project No. 3. Foreign assistance activities of the Communist bloc 

and their implications for the United States: 
Contractor: Council for Economic and Industry Research, 
Washington, D. C. 
Project No. 4. American private enterprise, foreign economic devel- 
opment and the aid programs: 
Contractor: The American Enterprise Association, Inc., Wash- 
ington, D. C. 
Project No. 5. The use of private contractors in foreign aid programs, 
Contractor: Jerome Jacobson Associates, Washington, D. C, 
Project No. 6. The role of foreign aid in the development of other 
countries. 
Contractor: The research center in economic development and 
cultural change of the University of Chicago. 
Project No. 7. Foreign aid programs and the United States economy, 
Project No. 8. Agricultural surplus disposal and foreign aid. 
Contractor: The National Planning Association, Washington, 


Project No. 9. Foreign aid activities of other free nations. 
Contractor: Stuart Rice Associates, Washington, D. C. 
Project No. 10. Personnel for foreign assistance progrems. 
Contractor: Louis J. Kroeger and Associates, Los Angeles. 
Project No. 11. The administrative aspects of United States foreign 
assistance programs. 
Contractor. The Brookings Institution, Washington, D. C. 
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On-the-spot surveys 

The executive committee made arrangements with nine individuals 
to conduct surveys of foreign aid programs in different regions of the 
world. The individuals concerned have now completed their surveys 
and their reports will be available to the committee by January 20, 
1957. Each of these reports will deal with the fundamental aims of 
American foreign policy in the areas visited, the extent to which those 
aims are valid in terms of the national interest, the effectiveness or 
ineffectiveness of the aid programs in advancing those aims, and ways 
in which the United States’ interests might be promoted by changes 
in the programs now in progress or proposed for the future. 

Listed below are the regions of the world which have been covered 
by the “on-the-spot” surveys and the individuals who undertook the 
assignments. 


Ambassador Norman Armour, retired: 
Countries: Greece, Turkey, and Iran. 
Date of departure: October 25. 

Date of return: December 13. 


2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 
Countries: Lebanon, Iraq, Jordan. 
Date of departure: November 20. 
Date of return: December 20. 

3. Former Ambassador David K. E. Bruce: 


Countries: Peru, Chile, Argentina, Uruguay, Brazil. 

Date of departure: December 1. 

Date of return: December 23. 

4. Ambassador Jefferson Caffery, retired: 

Countries: Portugal, Spain, France, Italy, and the United 

Kingdom. 

Date of departure: November 24, 
Date of return: December 16. 

Dr. John A. Hannah, president, Michigan State University: 
Countries: Japan, Korea, Okinawa, Formosa, Philippines. 
Date of departure: November 9. 

Date of return: December 22. 

6. Mr. William Randolph Hearst, Jr., president, Hearst Consolidated 
Publications, Inc., and editor-in- -chief of Hearst New spapers: 

Countries: Norway, Denmark, West Germany, 

Date of departure: November 10. 

Date of return: December 2. 

7. Mr. Clement Johnston, Chairman of the Board of the United States 
Chamber of Commerce: 

Countries: Burma, Thailand, Cambodia, Laos, Vietnam. 

Date of departure: October 24, 

Date of return: December 5. 

8. Dr. Lewis Webster Jones, president, Rutgers University: 

Countries: Pakistan, India, Afghanistan, Ceylon. 

Date of departure: October 18. 

Date of return: November 23. 

9. Mr. James Minotto, former MSA Chief in Portugal: 

Countries: Cuba, Haiti, Dominican Republic, Venezuela, 
Panama, Costa Rica, Nicaragua, Honduras, El Salvador, 
Guatemala, Mexico 

Date of departure: November 15. 

Date of return: December 18. 


on 
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Questionnaire to organizations with overseas facilities 

The executive committee sought, in one project, to obtain first-hand 
reports from informed Americans living and working abroad with 
regard to United States foreign assistance programs. Forty-nine 
private American business firms, religious organizations, and news 
media with substantial overseas personnel were asked to cooperate 
with the committee by forwarding to their representatives abroad a 
questionnaire designed to elicit free expression of opinions on all 
aspects of foreign assistance programs as they have been observed by 
nonofficial Americans living overseas. 

The organizations assisting the committee in this project have been 
most cooperative. The Legislative Reference Service of the Library 
of Congress is presently engaged in analyzing the questionnaires and 
will furnish the committee with a summary in the near future, 


38. HEARINGS 


The committee has made no final arrangements for holding public 
hearings. However, tentative plans call for such hearings in February, 
Representatives of the 11 contractors conducting research projects, 
as well as the 9 on-the-spot survey principals, have agreed to testify 
before the committee if it so requests. ‘The committee has also had 
requests from Senators, representatives of organizations, and private 
citizens asking for an opportunity to testify. It is expected that the 
committee will hear these witnesses, as well as representatives of 
interested departments of the executive branch. 


4. FINAL REPORT 


The tentative schedule of hearings outlined above indicates that 
such hearings should continue through much of February. Under 
the circumstances, the committee expects to devote the month of 
March to the preparation of the final report so that it will be available 
to the Senate prior to the time consideration is given to the Mutual 
Security Act of 1958. 

5, RECOMMENDATIONS 


At a meeting of the Special Committee To Study the Foreign Aid 
Program on January 7, 1957, it was agreed to extend the authority 
of the committee until June 30, 1957. During that time, the com- 
mittee expects to complete the work outlined above and report to the 
Senate the results together with such recommendations as it deems 
appropriate. The committee is returning $82,000 of the $300,000 
authorized for the initial phase of its study. It is requesting $75,000 
for the period February 1 to June 30, 1957, in order to carry on the 
study described in Senate Resolution 285. It is recommended that 
the Senate extend the authority of the special committee and provide 
it with $75,000 to continue its study until June 30, 1957. 
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AMENDING PUBLIC LAW 954, 84th CONGRESS, RELATING 
TO THE PRESIDENT’S ADVISORY COMMISSION ON 
PRESIDENTIAL OFFICE SPACE 


JANUARY 17 (legislative day, JANUARY 3) 1957.—Ordered to be printed 





Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


"To accompany 8. 466] 


The Committee on Public Works, to whom was referred the bill 
(S. 466) to amend Public Law 954, 84th Congress, approved August 3 
1956, providing for a President’s Advisory Commission on Presidential 
Office Space, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 466 is to extend the time for the President’s 
Advisory Commission on Presidential Office Space to report its 
findings and recommendations to the President from 6 to 10 months 
from the date of approval of Public Law 954. 


GENERAL STATEMENT 


Public Law 954, 84th Congress, established a commission composed 
of seven members to study the problem of providing more adequate 
office space for the White House office and the other agencies of the 
Executive Office of the President, and to report to the President 
within 6 months such findings and recommendations as deemed 
appropriate. The Commission would cease to exist 30 days after 
submission of its final report. 

The members of the Commission have been appointed under the 
provisions of the act and are as follows: 

Hon. Robert V. Fleming, Chairman 
Hon. Douglas W. Orr, Vice Chairman 
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Hon. Franklin G. Floete, Administrator of General Services 
Administration 

Hon. Dennis Chavez, United States Senator from New Mexico 

Hon. Roman L. Hruska, United States Senator from Nebraska 

Hon. Howard W. Smith, Representative in Congress from 
Virginia 

Hon. J. Harry McGregor, Representative in Congress from 
Ohio 

The Commission realizes the magnitude of the problems involved 
and the diversification of the plans that must be considered in provid- 
ing adequate office space for the President and his Executive Office. 
Such plans should be based on the estimated future requirements for 
a period of at least 50 years, and should also consider the relationship 
between the various elements of the offices involved. 

On a recent trip through the office portion of the White House, 
members of the Commission observed all available space being utilized 
in a very crowded condition, with separations that do not permit 
proper and efficient functioning. Other agencies of the Executive 
Office of the President are housed in the old War, Navy, and State 
Building, and in other adjacent buildings. 

The needs for office space and the relationship between the various 
offices is a complex problem and must be carefully evaluated. This 
matter would include alteration of existing buildings and construction 
of additional buildings to provide adequate efficient space with close 
integrated relationship between the offices, with necessary architec- 
tural improvement in consonance with the dignity of the Executive 
Mansion, and with a minimum of disturbance of the existing White 
House Grounds. 

The appointments to the Commission were made rather late and 
only a bare quorum could be obtained for meetings until late in the 
year. Under the terms of the act, the report of the findings and 
recommendations of the Commission would be reported to the Presi- 
dent by February 2, 1957. Considerable progress has been made in 
gathering data upon which to base the report of the Commission with 
its recommendations, but at the present time sufficient information is 
not available to complete the report, and an extension of time is 
believed advisable. It may not be necessary to use the additional 
time requested and the Commission is hopeful that the report can be 
completed in less than 120 days. The Commission has assured the 
Congress that only the time necessary will be used in completing said 
report. The Committee on Public Works considers that the exten- 
sion of time proposed in S. 466 is thoroughly justified, and recommends 
enactment of this legislation. 
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AUTHORIZING THE COMMITTEE ON BANKING AND 
CURRENCY TO INVESTIGATE CERTAIN MATTERS AND 
AUTHORIZING EXPENDITURES THEREFOR 





JaNuARY 17 (legislative day, January 3), 1957.—Ordered to be printed 





Mr. Fu.sricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. Res. 45] 


The Committee on Banking and Currency, which has had under 
consideration the matter of investigating certain matters and author- 
izing expenditures therefor having considered the same, reports 
favorably to the Senate a resolution to that effect and recommends 
that the resolution do pass. 

That resolution authorizes this committee, or any duly authorized 
subcommittee thereof, to employ on a temporary basis such technical, 
clerical, and other assistance as may be necessary to carry out studies 
and investigations within the jurisdiction of the committee. 

For many years resolutions similar to this have been approved for 
this committee on an annual basis. The amount of authorized funds 
requested is at the same rate as in comparable resolutions approved 
for the last 2 years. 

It is expected that the funds and personnel requested will be used 
to study and investigate the following categories of problems within 
the jurisdiction of the committee: 

(1) Banking and currency generally; 

(2) Financial aid to commerce and industry; 

(3) The Federal Reserve System, including monetary and 
credit policies; 

(4) Economic stabilization, production and mobilization; 

(5) Valuation and revaluation of the dollar; 

(6) Prices of commodities, rents and services; 

(7) Securities and exchange regulation; and 

(8) Disaster insurance or indemnity. 
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Additional personnel and other expenditures under the resolution 
would supplement the regular permanent staff and cover other ex- 
penses incident to the committee’s responsibility. Due to the ex- 
tremely complex nature of the matters within the committee’s juris- 
diction, it has been found necessary from time to time to bring in 
experts in the various fields. The workload of the committee is 
extremely heavy. This workload has made it necessary to operate 
primarily through subcommittees, and this, in turn, has required 
additional staff. 

Authorization for the expenditure of the amount provided in this 
resolution will enable the committee to operate, from the standpoint 
of staff and other expenses, at approximately the same level as it 
did in the previous session, making full use of existing personnel on 
its permanent staff. 
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AUTHORIZING A STUDY OF THE ADMINISTRATION OF 
THE GOVERNMENT EMPLOYEES SECURITY PROGRAM 


JANvARY 17 (legislative day, JANuArRy 3), 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S. Res. 38] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. Res. 38), having considered the same, 
report favorably thereon without amendment and recommend that 
the resolution be agreed to by the Senate. 


STATEMENT 


Tne purpose of Senate Resolution 38 is to extend the authorization 
contained in Senate Resolution 154, 84th Congress, for a temporary 
period of 60 days in the event Senate Resolution 25 is not approved 
by February 1, 1957. 

There will be an unexpended balance of approximately $9,000 on 
January 31 under Senate Resolution 154. 


O 
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AUTHORIZING AN INVESTIGATION OF THE ADMINIS- 
TRATION OF THE CIVIL SERVICE SYSTEM AND THE 
POSTAL SERVICE 


JANUARY 17 (legislative day, January 3), 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S. Res. 39] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. Res. 39), having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution be agreed to by the Senate. 


STATEMENT 


The purpose of Senate Resolution 39 is to extend the authorization 
contained in Senate Resolution 153, 84th Congress, for a temporary 
ee of 60 days in the event Senate Resolution 25 is not approved 

y February 1, 1957. 

There will be an unexpended balance on January 31, 1957, of 

approximately $9,000 under Senate Resolution 153. 


O 
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INVESTIGATION OF THE ADMINISTRATION OF THE 
FEDERAL EMPLOYEE GROUP LIFE INSURANCE PRO- 
GRAM, THE CIVIL SERVICE SYSTEM, AND THE POSTAL 
SERVICE 





January 17 (legislative day, JANUARY 3), 1957.—Ordered to be printed 





Mr. Jounstron of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
[To accompany §S. Res. 25] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. Res. 25) to provide funds for making studies 
with respect to the administration of the Federal employee group life 
insurance program by the Civil Service Commission, the administra- 
tion of the civil-service system by the Civil Service Commission and 
other agencies of the Government, and the administration by the 
Post Office Department of the postal service, having considered the 
same, report favorably thereon without amendment and recommend 
that the resolution be agreed to by the Senate. 


STATEMENT 


Senate Resolution 33 (approved May 11, 1955, to expire January 
31, 1956), as extended by Senate Resolution 153 (approved February 
20, 1956, to expire « January 31, 1957), authorized the Committee on 
Post Office and Civil Service to make a full and complete study and 
investigation with respect to— 

(1) the administration of the civil-service _—— by the Civil 
Service Commission and other agencies of the Government; and 

(2) the administration of the postal service by the Post Office 
Department, particularly with respect to postal rates, procedures, 
employee relations, and research and development, with the view 
to operating economy and efficiency. 

Senate Resolution 25 extends until January 31, 1958, the time in 
which to continue the above studies and broadens the authorization 
to include a study of the administration of the Federal employee 
group life insurance program by the Civil Service Commission. 

Senate Resolution 25 would make $50,000 available for the three 
studies. 
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AUTHORIZING EMPLOYMENT OF TEMPORARY 
CLERICAL ASSISTANT 


JANUARY 17 (legislative day, January 3), 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8S. Res. 20] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. Res. 20) to authorize employment of one 
additional clerical assistant, having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution be agreed to by the Senate. 


STATEMENT 


Under the Legislative Reorganization Act of 1946, each standin 
committee is permitted to employ not in excess of 4 professional sta 
members and 6 clerical assistants. 

During the 82d Congress, the 83d Congress, and the 84th Congress 
the 6 clerical assistants assigned were not sufficient to carry on the 
work of the committee and it was necessary to employ 1 additional 
clerical assistant. The committee has determined that it is neces- 
sary to continue the employment of this assistant. 


O 
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INCREASING THE LIMIT OF EXPENDITURES FOR 
INVESTIGATIONS BY THE COMMITTEE ON PUBLIC 
WORKS 





JANUARY 17 (legislative day, JANUARY 3), 1957.—Ordered to be printed 





Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. Res. 34] 


The Committee on Public Works, to whom was referred the resolu- 
tion (S. Res. 34) authorizing the Committee on Public Works to 
employ additional temporary clerical assistants and providing addi- 
tional funds for the committee, having considered the same report 
favorably thereon without amendment and recommend that the 
resolution be agreed to. 

The resolution provides for the authorization of expenditures and 
employment upon a temporary basis of such personnel as the com- 
mittee or duly authorized subcommittee thereof deems advisable 
during the 85th Congress in carrying out its functions under section 134 
of the Legislative Reorganization Act of 1946 (Public Law 601, 79th 
Cong., 2d sess.). 
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85TH CoNGRESS } SENATE ' { Reporr 


STUDY OF FEDERAL HOUSING PROGRAMS 





January 17 (legislative day, JAaNuaRy 3), 1957.—Ordered to be printed 





Mr. SparkMAN, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany S. Res. 44] 


The Committee on Banking and Currency, to whom was referred 
the resolution (S. Res. 44) authorizing further expenditures and tempo- 
rary employment of additional assistants by the Committee on Bank- 
ing and Currency to study public and private housing, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the resolution do pass. 


GENERAL STATEMENT 


It is anticipated that the funds and personnel requested will be used 
by the Subcommittee on Housing of the Senate Committee on Bank- 
ing and Currency to continue its study, investigation, and preparation 
of legislation on matters relating to public and private housing as 
authorized by section 134 of the Legislative Reorganization Act of 
1946, and pursuant to the committee’s jurisdiction under rule XXV 
1 (d) 4 of the Standing Rules of the Senate. 

During the 2d session of the 84th Congress, pursuant to Senate 
Resolution 160, the subcommittee’s activities included studies and 
investigations of all phases of housing activity. Some specific 
examples are military housing, mortgage money market an lems, 
housing for the aged, middle income housing, and the Federal N ational 
Mortgage Association. The subcommittee held hearings in regard 
to the FHA and VA financial status, the crucial need for housing of 
essential civilians employed at defense research and development 
centers, and the effect of Reorganization Plan No. 2 in relation to 
separation of the Federal Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation. The subcommittee also 
held hearings and prepared for the Senate Committee on Banking 
and Currency the 1956 omnibus housing bill and many other bills 
falling within the purview of the committee. 


86008 








2 STUDY OF FEDERAL HOUSING PROGRAMS 


The legislation under which the FHA operates at present consists 
of nine titles under which insurance either has been written or may 
be written in the future. These 9 titles embrace some 20 separate 
sections, each of which relates to a specific type of housing insurance. 
The subcommittee attempts to keep itself, the Congress, and the 
public informed of operations conducted pursuant to “these existing 
programs. The subcommittee deals with the many problems inherent 
in these complicated programs as they arise in the hope that prompt 
action will minimize the difficulties encountered by Federal agencies 
and the public alike. 

The Banking and Currency Committee also has legislative juris- 
diction over such specialized programs as community facilities, urban 
renewal, college housing, and the voluntary home mortgage credit 
program. In “addition, “the public housing program, the VA direct 
loan program, and the farm housing program are responsibilities of 
this committee. Since World War II the housing industry has grown 
to be one of the largest industries in this Nation. It has a tremendous 
impact and influence upon all credit and fiscal policies of the Federal 
Government, and its stability or lack of stability greatly affects the 
national economy. Thus, the scope of the housing program, the size 
of the housing industry, and the increasing complexity of the pro- 
cedures necessary to cope with housing problems require the e ‘mploy- 
ment of adequate numbers of persons with qualifications in law, 
economics, accounting, and real estate matters. 

The committee, therefore, recommends that the resolution do pass. 


Budget 
STAFF 
Base | Gross | Monthly | Total for 
Position Number] salary | salary | _ salary period of 
| (per | (per (gross budget 


annum) | annum) 


Legal and investigative: 
$8,000 | $13, 617. 6 











Staff director -_...-.- 1 ’ $1, 134. 80 $13, 617. 69 
pT GE. |. ccwbkeneebchabints 1 | 8,000 | 13,617.69 1, 134. 80 15, 617. 69 
Assistant counsel 1 5, 400 9, 753. 50 | 812. 79 9, 753. 50 
Investigator __- 1 | 5, 400 9, 753. 50 | 812.79 9, 753. 50 
Editorial and research: Research director-...- 1 | 5,580 | 10,021.02 835. 08 10, 021.02 
Administrative and clerical: | 
Assistant clerk (secretary to director)-_...-.- 1 2,460} 4,809.79 | 400. 81 4, 809. 79 
RIGGING) 5 ite nnenaccunghunces 2 | 2,340 | 4, 604. 26 | 383. 68 4, 208. 52 
SELLE LIENS DD Sec Gil Pate 1 | 3,540 | 6,659. 50 554. 95 6, 659. 50 
Se AN teenie Fee ree Dosearnisd 77, 441. 21 


ADMINISTRATIVE 


Contribution to civil service retirement fund (634 percent of total salaries paid after July 1, 





a I ee cin m re amaeemre | 2, 936, 29 
RENT VUTERDIS DAY RIONUS 00 SROMIEGS. 25 cccncccnccecnecnnnscccencnssccusssuccesocucsnecossce } 10, 750. 00 
Travel Cinglusive of field investigations) ....ccnncanccnnpencnccnesccc.scccnccconncoeeccsesecee- | 3, 500. 00 
er CED onan on nance anguegesesiingercenpestielbeccsaeatse 2, 000. 00 
REUNION A ook s SIS So ccc apbdanabuebegdbbsinincdddnapeepongebbtwedaspecs 750. 00 
es... casdbatabashnengeecsteensnpdaaceascossusesedgsonsusews 250. 00 
Communications ORE IOIN, BERNINI on ccicccccetewesekoctsnestpecngeudabncuiddatbadebeboes 400. 00 
PEON R CRORITIIED. GOGTIIGRIE nonin acs ove cnmaceadanconsscdeeppppncesnaseconances= 200 00 
CCTM, 1) 2.6 ite. on ebsaaa ea enassubeaenappeapetenEpeihgennanemngarsatees 1, 772. 50 

ee RI 5 cnccopnecbenpnnnmesscboncmengennecesedpecnssaemncencsones | 22, 558. 79 
ai es i ON | 100, 000. 00 





Fund requested, $100,000. 
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CONTROL AND REDUCTION OF ARMAMENTS 





JANUARY 23, 1957.—Ordered to be printed 





Mr. Humpurey, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


[To accompany S&S. Res. 61] 


The Committee on Foreign Relations having had under considera- 
tion the matter of the continuation of the Subcommittee on Disarma- 
ment, created pursuant to Senate Resolution 93, as amended, recom- 
mends that the Senate adopt Senate Resolution 61. 


BACKGROUND 


The Subcommittee on Disarmament has been engaged in an exten- 
sive study into the question of control and reduction of armaments. 
The subcommittee has held 14 days of hearings, has issued 5 staff 
studies on various aspects of the disarmament problem, and has en- 
gaged in correspondence with many private citizens and organizations. 
It has not, however, completed ‘‘the full and complete study” which 
the Senate directed it to make. 

The subcommittee recommended to the Foreign Relations Com- 
mittee, therefore, that it be extended until June 30, 1957. At that 
time, the subcommittee expects to submit a final report. 

The subcommittee is requesting $30,000 for the period February 1 to 
June 30, 1957, in order to complete the study described in Senate 


Resolution 61. 
© 
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85TH CoNGRESS } SENATE Reporr 
1st Session No. 12 





INCREASED LOAN AUTHORITY FOR SMALL BUSINESS 
ADMINISTRATION 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Curarx, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


[To accompany S. 637} 


The Committee on Banking and Currency, to which was referred 
the bill (S. 637) to amend the Small Business Act of 1953 to increase 
the amount available thereunder for business loans, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of S. 637 is to increase the business loan authorization 
of the Small Business Administration from $150 million to $215 million. 
The present limit in business loan authorization was established in the 
Small Business Act of 1953 (Public Law 163, 83d Cong.) and has not 
been increased since that time. The recommended increase of $65 
million is requested by the Administration and is estimated to be 
necessary for continued operations through the remainder of fiscal 

ear 1957. Without the proposed increase, the business loan author- 
ization will be exhausted m February 1957. 


JUSTIFICATION 


It is essential that there be a source of short and intermediate 
term credit for small-business men with legitimate and worthy credit 
needs who cannot obtain loans from private lenders. The Small 
Business Administration is the source of such credit. In his 1957 
economic report, the President observed “that tighter credit condi- 
tions affected unevenly different sectors of the economy and different 
types of businesses”; and that ‘New and smaller business firms 
appeared to find it more difficult to satisfy their financing require- 
ments than established and larger concerns.” 
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Under these circumstances, an increase of $65 million in the business 
loan authorization is a minimum action for the Senate to take at this 
time. The only real questions are whether $65 million is enough, and 
whether the SBA as now constituted is adequate to foster the forma- 
tion, survival, and growth of smaller enterprises. ‘These questions 
will be before the Banking and Currency Committee later in the ses- 
sion as it considers the extension of the Small Business Act of 1953. 

The following table contains estimates by the Small Business Ad- 
ministration, based upon their experience to date, to justify the $65 
million increase in business loan authorization: 


In millions 
Estimated requirements: 


Backlog of 400 applications, of which there will be 200 approvals aver- 


2 a ie ea $7. 2 
4,200 applications from Jan. 1, 1957, through June 30, 1957, of which 
there will be 2,100 approvals averaging $36,000 each__.....-_---.- 75. 6 
aU RNRaR En IRE NN TRI nn ee cet cnaneuewcewnwe 82. 8 
Authority now available: 
eee PSN 2 TS a se oe. ee | a 12.9 
Repayments through June 19 |: enecllateehe abana eset pemaieets, waters 9. 0 
III cir ain ae PAE OEE Ok cide nw naw cena enewns 8.3 
I an ih es ol 30. 2 
IT a os Si cS ks citer wind bian Wadia ad ina “52. 6 
Nn UTNE NN en ke nite a dhtiobennwe 12. 4 
DORRIT IIINNE no. odbc oi be Laue ckian saab wens 65. 0 


The estimated average receipt of 700 applications per month is a 
projection of the recent trend shown in the table below: 








Applications Loans 
received approved 
ee EE III 2 i es giibneeedeanienemewene 250 104 
I OI ae, on ical en oh enineiimmdndammenebidhe 430 215 
Tt cent ohtnacRntaEnenbebentnaGcsapaenonssaceeumpiuaginsepmanes 406 198 
OD bh cndee dd deiddadbbss cedincap coated becbbbbinnshed ct bbanskleninbe ns 439 229 
I i cel gtdenhinenats 512 201 
PINE A oth bg Shad comdanetasecubeddnadtpeeldddinbubneddbbbarsaddadoeeune 692 323 
ks nk cagaceen Aeceblédoudithhasememstecnclobeghsteckhtbinb wien 685 304 
I a ae Is ten veteran vince aestenonins naehamiamme tated enema 603 345 


The Banking and Currency Committee is satisfied that, based on 
these figures and estimates, an increase of at least $65 million is 
required. ‘The committee can foresee no change in economic condi- 
tions in the immediate future which will reduce the need for small- 
business credit or which will increase the volume of credit supplied 
from other sources. 

The Small Business Act of 1953, as amended, requires that “loans 
made shall be of such sound value or so secured as reasonably to assure 
repayment.” To date, the repayment record of borrowers has been 
good. The Banking and Currency Committee has no information to 
cause concern regarding the soundness of loans which may be made 
under the proposed increased authorization. 

In this connection it is pertinent to note that the estimated total 
volume of $202.6 million in approved business loans from 1953 through 
June 30, 1957, does not represent an actual cash outlay of Federal 
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funds. The $202.6 million in authorization is estimated to be com- 
posed of $64.8 million in direct Federal loans, $89.8 million in imme- 
diate participation with private lenders, and. $48 million in deferred 
participation agreements with private lenders. Since only approxi- 
mately 15 percent of the deferred participation volume will result in 
actual Federal loans, the total cash commitment of Federal funds 
through June 30, 1957, is estimated to be $161.8 million, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the vs 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (existing Jaw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SMALL Business Act or 1953 


* * * + ~ * ed 
Sec. 204. * * * 


(b) The Administration is authorized to obtain money from the 
Treasury of the United States for use in the performance of the powers 
and duties granted to or imposed upon it by law, not to exceed a total 
of [$375,000,000] $440,000,000 outstanding at any one time. For 
this purpose appropriations not to exceed [$375,000,000] $440,000,000 
are hereby authorized to be made to a revolving fund in the Treasury. 
Advances shall be made to the Administration from the revolving fund 
when requested by the Administration. This revolving fund shall 
be used for the purposes enumerated subsequently in section 207 (a), 
(b) (1), (b) (2), and (b) (3). Not to exceed an aggregate of 
[$150,000,000] $215,000,000 shall be outstanding at any one time 
for the purposes enumerated in section 207 (a). Not to exceed an 
aggregate of $125,000,000 shall be outstanding at any one time for 
the purposes enumerated in section 207 (b) (1). Not to exceed an 
aggregate of $100,000,000 shall be outstanding at any one time for the 
purposes enumerated in section 207 (b) (2) and (b) (3). The Ad- 
ministration shall pay into miscellaneous receipts of the Treasury at 
the close of each fiscal year, interest on the net amount of the cash 
disbursements from such advances at a rate determined by the Secre- 
tary of the Treasury, taking into consideration the current average 
rate on outstanding interest-bearing marketable public debt obliga- 
tions of the United States of comparable maturities. 


O 
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COMPENSATION FOR CERTAIN EMPLOYEES OF FORMER 
SENATOR THOMAS A. WOFFORD 


JaNuARY 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


|To accompany S. Res. 65] 


The Committee on Rules and Administration having considered 
an original resolution (S. Res. 65) to pay compensation for a certain 
period to employees of former Senator Thomas A. Wofford, report 
favorably thereon and recommend that it be agreed to by the Senate. 

This resolution provides that payment shall be made of salaries to 
administrative and clerical assistants appointed by former Senator 
Thomas A. Wofford of South Carolina, for 30 days following the ter- 
mination of his service in the Senate on November 6, 1956, at their 
respective rates of salary as they were so listed on the Senate payroll 
of that date. It is comparable to two other resolutions, also reported 
by this committee of even date, for similar employees of former 
Senators William R. Laird III, of West Virginia, and Robert 
Humphreys of Kentucky. 

The practice of paying 30-day salaries to separated employees of 
Senators whose terms of office end on general election days goes back 
to February 1950, in Senate procedure. Such payments have been 
authorized in all cases and by unanimous consent of the Senate. 

As in the case of the present resolution, these payments were made 
in recognition for the services of employees to outgoing Senators and 
for work connected with the closing of their offices after the expira- 
tion of their terms. 

Each person covered by this resolution and the two others reported 
will be required to submit an affidavit to the Secretary of the Senate 
showing employment, if any, for the periods stated. 

It is estimated that maximum payments under this and the com- 
parable resolutions filed today will not exceed $11,330. 


O 
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PRESIDENTIAL SUCCESSION 


JANUARY 25, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S, Con. Res, 2] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con. Res. 2) to create a joint congres- 
sional committee to make a full and complete study and investigation 
of all matters connected with the election, succession, and duties of 
the President and Vice President, having considered the same, report 
favorably thereon without amendment and recommend that it be 
agreed to by the Senate. 

The purposes and aims of this measure, which passed the Senate in 
identical form in the 84th Congress, are stated in a letter from Senator 
Theodore Francis Green, author of the concurrent resolution, to the 
chairman of the Committee on Rules and Administration, Senator 
Thomas C. Hennings, Jr., as follows: 


Unirep States SENATE, 
CoMMITTEE ON RULES AND ADMINISTRATION, 
January 22, 1957, 
Hon. Tuomas C. Henninas, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator HenninGs: I am writing this letter in support of 
Senate Concurrent Resolution 2 which I introduced on January 7, 
1957, and which is now before your Committee on Rules and Admin- 
istration for consideration. 

Senate Concurrent Resolution 2 proposes the creation of a temporary 
joint congressional committee to study all aspects of the nomination, 
election, succession, and duties of the President and Vice President 
from the time of their nomination until the time their terms of office 
expire. The purpose of the contemplated study is to achieve a sound 
basis for the submission and promotion of remedial legislation neces- 
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sary to make the laws certain and complete concerning presidential 
elections, successions, and duties. The concurrent resolution carries 
with it an authorization for $25,000 to effectuate its purposes and pro- 
vides that the joint committee shall submit its final report not later 
than June 30, 1957, at which time the eyistence of the joint committee 
shall terminate. 

For many years I have been acutely aware of problems inherent in 
presidential succession. Although sporadic studies by various con- 
gressional committees have been made, from time to time, on particular 
aspects of the problems attendant upon presidential succession, I do 
not believe a sufficiently concentrated analysis has been made on 
which positive legislative reform could be predicated. 

Several years ago, I arrived at the conclusion that the most appro- 
priate me ethod of dealing with the situation would be the creation of 
a joint committee of the Congress charged with the responsibility of 
exploring the entire area of presidential succession and arriving at 
sound, well-considered proposals for appropriate consideration and 
action. Asa Member of the Senate, I introduced legislation to estab- 
lish such a joint committee in the last six sessions of Congress. Three 
times my proposals received the approval of the Senate, but in each 
of those instances the particular enabling resolution died in the House 
of Representatives. In asking your favorable consideration for Senate 
Concurrent Resolution 2, 1 am continuing my crusade for the estab- 
lishment of a joint committee which can lend the prestige ard potency 
of both branches of the National Legislature to this very important 
project. 

I hope that you, as chairman, and my fellow members of the Com- 
mittee on Rules and Administration will see fit to report favorably 
Senate Concurrent Resolution 2 to the Senate at the very earliest 
moment. 

Yours sincerely, 
THeopore FRANcIs GREEN, 


O 
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INVESTIGATIONS AND STUDIES OF THE COMMITTEE ON 
POST OFFICE AND CIVIL SERVICE 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 25] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 25) to investigate the administration of the 
civil-service system and the Post Office Department, having considered 
same, report favorably thereon with an amendment and recommend 
that the resolution be agreed to by the Senate. 

This resolution assembles and extends all studies of the Committee 
on Post Office and Civil Service carried on last year under two sepa- 
rate resolutions into the fields of Federal employee group life insur- 
ance, the civil-service system, the administration of the postal service 
and postal rates. Provision for such studies during 1957 and January 
1958 is made in a request of $50,000. 

A statement of justification for such resolution, with an accompany- 
ing budget submitted by the Committee on Post Office and Civil 
Service, transmitted by a covering letter to the chairman of the Com- 
mittee on Rules and Administration, Senator Thomas C. Hennings 
Jr., from the chairman of the Committee on Post Office and Civil 
Service, Senator Olin D. Johnston, are included in this report. 

The amendment added by the Committee on Rules and Adminis- 
tration would require that Senate contingent funds which are used to 
pay the salaries of committee employees under this resolution must 
also be used to pay the salary of one top employee to be selected by 
the minority. 

Additional information on the resolution, its purposes, and its 
authorizations, may be found in Senate Report No. 7 (85th Cong., 
lst sess.). 

The letter, justification, and budget referred to are as follows: 
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Unitep Srates SENATE, 
CoMMITTEE ON Post Orrice AND Civit SERVICE, 
January 17, 1957. 
Hon. Tuomas C. HENNiNGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator: I am submitting herewith a statement of justifica- 
tion and proposed budget for the program to study and investigate: 
(1) the administration of the Federal employee group life-insurance 
program by the Civil Service Commission; (2) the administration of 
the civil-service system by the Civil Service Commission and other 
agencies of the Government; and (3) the administration of the postal 
service by the Post Office Department, particularly with respect to 
(a) procedures, (6) public relations, (c) employee relations, (d) post- 
master appointments, (e) research ‘and development, and ‘(f) postal 
rates. 

The committee initiated these studies under authority of Senate 
Resolutions 153 and 154, and will have an unexpended balance of ap- 
proximately $18,000 under these resolutions on January 31, 1957. 

The request for $50,000 for 1957 contained in Senate Resolution 25 
here submitted represents an additional $32,000 over the unexpended 
balance to expire on January 31. 

Sincerely yours, 
Ourn D. Jonnston, Chairman. 


STATEMENT OF JUSTIFICATION 


Senate Resolution 25 provides $50,000 to the Committee on Post 
Office and Civil Service for the 12-month period beginning February 
1, 1957, to continue the investigation of the administration of the 
postal-service system by the Post Office Department, the administra- 
tion of the civil-service merit system by the Civil Service Commission 
and to begin an investigation of the administration of the Federal 
employees group life-insurance program by the Civil Service Commis- 
sion. 

The investigation of the postal service and the civil-service merit 
system were initiated under authority of Senate Resolution 33, 84th 
Congress, agreed to May 11, 1955. The studies were continued under 
authority of Senate Resolution 153, agreed to February 20, 1956. 
The committee needs approximately $20,000 to complete these 2 
investigations before submitting its reports to the Senate. 

The administration has indicated that it will resubmit its request 
to Congress to increase postal rates by substantiai amounts. In 
view of this, the committee is currently conducting a study to deter- 
mine the effects such increases will have on small businesses using the 
mails to a great extent in the conduct of such businesses. Many 
small-business owners have complained to the committee that sub- 
stantial increases in postal rates will seriously damage their ability 
to stay in business. 

Senate Resolution 16, introduced by Senator Carlson and others, 
authorizes $50,000 for an investigation of the Federal employee group 
life-insurance program. The resolution here submitted combines this 
authority with the continuation of the investigations of the postal 
service and the civil-service merit system and allocates approximately 
$30,000 for such investigation. 
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Authorization and organization 


The staff for the investigation of the Federal employees group life- 
insurance program will be organized under the supervision of the 
executive director of the standing committee with 1 accountant, 1 
investigator, and 2 stenographers and clerical assistants. 

The postal service and civil-service inv estigations will continue 
under the supervision of the executive director of the committee, 
with 1 investigator and 1 clerical assistant. ‘The seven-man advisory 
council appointed early in 1956 will continue its study for the com- 
mittee and report not later than May 1, 1957. 

Committee staff workload 

The committee will file with the Senate before the end of February 
the first in a series of comprehensive reports dealing with the admin- 
istration of the civil-service merit system by the Civil Service Com- 
mission and other agencies of the executive branch of the Government. 

The Congress last year approved one of the first recommendations 
of this study, establishing a definite 6-year term of office for the 3 
Civil Service Commissioners. It is believed this will be a major step 
forward in strengthening and improving the administration of the 
civil-service merit system by the Civil Service Commission, Other 
recommendations will soon follow that will be designed to strengthen 
and streamline the operation of this agency. 

The administration will soon submit its proposal for an increase in 
the postal rates by the Post Office Department. The committee is 
very concerned about the effect of this program on the small businesses 
of the Nation. Many hundreds of complaints have been received all 
of which express grave concern over the impact this additional charge 
will have on their operations. 

The committee last year requested the Secretary of Commerce to 
make a study and to advise the committee on this matter. The Secre- 
tary was never able to give the committee any definite advice and gave 
the impression of purposely avoiding the responsibility. ‘The com- 
mittee intends to make its own study before consideration is given to a 
postal rate increase measure. 

The 2-year old Federal life-insurance program, covering 2,050,000 
Federal employees with approximately $10 billion worth of insurance, 
now has a contingency reserve fund held by life-insurance companies 
that exceeds $75 million. According to estimates, based upon present 
experience, the reserve fund is expected to exceed $160 million by 
1958. <A study of the operation of this fund will assist the committee 
in making several determinations: whether or not Congress should put 
a legal limit on the fund; the excess to be used for the benefit of Federal 
employees in a number of ways; and whether or not Congress should 
reduce premiums or increase benefits. 

The committee believes the Congress should give consideration to a 
basic and major medical health insurance program. It is planned that 
such a legislative proposal will be developed from this study of the 
group life-insurance program, 
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Budget, S. Res. 25 











Base Fross Monthly 
Position Number salary salary salary 
(per (per (gross) 
annum) annum) 
STAFF 
Legal and investigative: 
Se REID oc cinicinanewtinouption 1 $5, 280 | $9, 575.15 $797. 92 
NIN 5 on a tttatininibinioeinddnibe 1 4,080 | 7, 584. 37 632. 03 
Administrative and clerical: 
Assistant clerk (secretary to director) -. 1 3, 300 6, 248. 46 520. 70 
SI boi incterceeascneiecniedn rece 2 2, 580 5, 015. 31 417.94 
IS ol ncramcinicindinaie tense 1 5,640 | 10,110.19 842. 51 | 
Subtotal, staff expense............--- Oe fee | | Fe ed a ees 
ADMINISTRATIVE 


Contribution to civil-service retirement fund (634 percent of total salaries paid after July 1 

195 57) OSOS 6 00660050606 066685555 CESS S OSS SOSSOSOSSSeCeseseTesoseosssessesoesoseseesesceseeeeesesse i 
Travel (inclusive of field inv estigations) iubibnsiekduugbadabebeaticmads Sista pistalbicnat created 
a aah cen cians hebiiens baud demnbeaeein 
tS a oc cesbanhbanedvcckbubbeenaguceutsountenvoance 
I NnIND CRUTIIINOD, ROURGURIIND 5a... cccocacenssudaboceccnssbiensnsssecesetaodedsmnedd 
i Crier oe clei mieeapaganEcbebdiathnwubhontesebieeionbes 





OR... 5. 2. seks enbblieesrerhaasereninesieennenee 


Total for 
period of 
budget 
(gross) 


$9,! 
7, 


35 


5. 
4. 


22 


6, 248. 46 
10, 030. 62 


10, 110. 19 





1, 651. 23 
2, 500. 00 
1, 500. 00 
395. 27 
300. 00 
104. 71 


6, 451. 21 


50, 000. 00 





Fund requested, S. Res. 25, $50,000. 
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PREPAREDNESS INVESTIGATING SUBCOMMITTEE OF 
ARMED SERVICES 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §S. Res. 48] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 48) authorizing the Committee on Armed 
Services to investigate certain matters aiaive to the common defense, 
having considered same, report favorably thereon with an amendment, 
and recommend that the resolution, as amended be agreed to by the 
Senate. 

This resolution would authorize the expenditure of $190,000 by the 
Committee on Armed Services through January 31, 1958, for the 
surveillance over all policies and procedures of the Department of 
Defense by the committee’s Subcommittee on Preparedness. 

The amendment added by the Committee on Rules and Administra- 
tion to the resolution would require that Senate contingent funds 
which are used to pay the salaries of committee employees under this 
resolution must also be used to pay the salary of one top employee to 
be selected by the minority. 

A letter from the chairman of the Committee on Armed Services, 
Senator Richard B. Russell, to the chairman of the Rules and Admin- 
istration Committee, Senator Thomas C. Hennings, Jr., together with 
a supporting statement, and accompanying budget, follow: 


Unitrep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 
January 22, 1957. 
Hon. Tuomas C. HEennINGs, JR., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: I will appreciate it if the Committee 
on Rules and Administration will give prompt consideration to the 
approval of an original Senate resolution adopted by the Committee 
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on Armed Services by unanimous vote. This resolution would provide 
spending authority to the Committee, or any duly authorized sub- 
committee, for the period February 1, 1957, through Januar y 31, 1958. 
The resolution adopted by the committee is identical to those ¢ adopted 
for the preceding two sessions of Congress, and the amount of funds is 
also at the same monthly rate; the total authorization requested is 
$190,000. Attached are copies of the propose od bi idget and Senate 
resolution, 

These funds are being requested for the continued operation of the 
Preps edness Inv a Subcommittee, which, as you know, main- 
tains for the full committee an investigative surveillance over all 
policies and all ees of the Department of Defense, and other 
activities falling within the jurisdiction of the committee, and reports 
on ways in which those activities may be improved in economy and 
efficiency. 

The committee feels that the improvements recommended by this 
subcommittee in the past justify many times over the amount 
expended for its activities, while at the same time its own operations 
have been characterized by economy to such a degree that approxi- 
mately $90,000 is being returned to the Senate out of the $176,000 
made available under Senate Resolution 215, 84th Congress, 2d 
session, which went into effect on March 1, 1956. 

Sincerely, 
Ricuarp B. Russet, 
Chairman. 
3UDGET 
Preparedness Investigating Subcommittee, Committee on Armed Services, Feb. 1, 1957, 
through Jan, 31, 1958 




















Num- | Basic | Gross Gross Gross 
ber | annual apnu: ¥ | monthly | total for 
salary salary salary period 
| 
STAFF | 
| 
Legal ¢ investigative: | 
G hi e fC nN | l $8,000 | $13,617 |$1, 134. 80 $13, 617 
Assistant Chief Counsel.............---.---------- 1] 6,420] 11,269] 939.12] 11,269 
Specia Bre cht he a ec dla ed 1 5,640 | 10,110} 842.51 | 10, 110 
rn aeeeere naga | ] 4, 980 | 9,096 | 758.01 9, 096 
tee tee eke leauaupens ain | J 5, 160 9, 390 782. 54 9, 390 
Investigators. Si deeekkbdlbibnsbahdoatall 8 4, 320 7,995 | 666, 28 63, 960 
Administrative and clerical: | 
I cia iunuB bites rine bi | 1 | 2, 820 | 5, 426 | 452.19 5, 426 
Assistant RMR ee 1 1, 980 | 3,987 | 332.30 3, 987 
RE 30.5. bcavonsaxcqncnescaencuspatqneunn 2 1, 920 3, 884 323. 74 7, 768 
DR Fateh Behe Se. chk oe stat oe 2 1,800 | 3,679] 306,71 7, 358 
STA ocnkts candies csecmandndeldeds | Wa Lee Ei asketh 141, 981 
| | = 
ADMINISTRATIVE 
ee ge ge 4,614 
Reimbursable payments to agencies. . - - .......... 2-22-6222 oo oon noon ene n none eee eee eee | 10, 000 
rn Cr SED . 1c aciuncdcomandbeieece senesbenanetonceconboewesnae 17, 500 
Hearings (inclusive of reporters’ fees) ... 2... concn cnncccnnccwecceccccccccennneecccecocesecesecs 2, 000 
Wy IS BOGE, GIIOTIIOE oi on ccc cc crete scncccecscncbsececceasensscosdap code qeenepancsncos 3, 725 
Stationery, office INE can case eucacanpdgubessadsctchrasksnacshbees Cisesuaettacekeeteatuens 2, 500 
Communications (telephone and tele graph) 2, 500 
EE ee nama darenen hi RdeeinaNia ehh kenemhnesQnngeqngehqanbamySens 5, 180 








Funds requested, S. Res. 48, $190,000. 
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STATEMENT IN SUPPORT OF SENATE RESOLUTION 48 


The purpose of this resolution is to authorize expenditures by the 
Committee on Armed Services enabling the continued activity of the 
Preparedness Investigating Subcommittee for the period February 1, 
1957, through January 31, 1958. 

The subcommittee, generally speaking, has been given the job of 
checking into the procedures and policies of the military services, 
defense contractors, other Government departments with defense 
functions, and any other areas coming within the jurisdiction of the 
full committee, to see that those procedures and policies are carried 
out with the greatest possible economy and efficiency. Its operations 
range from spot-checking local situations to broad studies of overall 
defense policies, and as the cost of maintaining the Nation’s defense 
position is continuing at such a high rate, this subcommittee should 
remain in existence to perform the vital functions assigned to it. 

The members of this subcommittee are Senator Johnson of Texas, 
chairman, and Senators Stennis, Kefauver, Symington, Bridges, 
Saltonstall, and Flanders. 

The subcommittee ordinarily operates on an annual budget of 
$190,000, but the activities of the subcommittee have been conducted 
in such an economical manner that there has been returned to the 
Senate over $280,000 of unused funds during the 82d and 84th Con- 
gresses. 

This year the subcommittee is returning approximately $90,000 
from the $176,000 which was authorized for the preceding 11 months. 
No increase in the amount of the subcommittee’s budget is being 
requested, even in view of considerably increased costs of salaries and 
other expenses. <A detailed budget for the coming year’s operations, 
totaling $190,000, has been filed with the chairman of the Committee 
on Rules and Administration, together with a letter briefly explaining 
the subcommittee’s functions and duties. 

During the past 11 months of the subcommittee’s operations, 
approximately 10 reports have been prepared by its able staff with 
the direction of the subcommittee members. 

Four of these have been published, with considerable impact on the 
operations of the military. Two of these reports dealt, both broadly 
and specifically, with the whole problem of the disposal of surplus— 
or so-called surplus—by the Department of Defense. The subcom- 
mittee found concurrent buying and selling going on almost con- 
stantly, with great resultant waste, and, in addition to the improve- 
ments suggested in an earlier report which dealt with the relative 
advantages of auction versus the sealed bid method of sale, made 
many recommendations designed to improve the system set up to 
avoid the dangers of one hand of the Government buying, at full cost, 
items which another hand of the Government was selling at bargain 
prices. 

A voluminous report was also made on the remuneration paid to 
officers and directors of airframe companies; this was felt to be of 
particular importance in view of the large amounts of money channeled 
through those companies. 

In connection with the study of our Nation’s airpower, the funds 
for the operations of the Subcommittee on the Air Force, so ably 
chairmaned by Senator Stuart Symington, came from the funds 
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originally made available for the Preparedness Investigating Sub- 
committee. In addition to bearing the out-of-pocket expenses of the 
Air Force Subcommittee, the Preparedness Subcommittee was pleased 
to be able to loan to its sister subcommittee office space and staff 
personnel experienced in dealing with the military services. The Pre- 
paredness Subcommittee was also gratified at being able to turn over 
to the Subcommittee on the Air Force a considerable amount of infor- 
mation it had gathered relating to the strength of our Nation’s airpower. 

It is almost amazing to note that the Subcommittee on the Air 
Force required an expenditure of less than $6,500 from the funds made 
available to it. 

The Preparedness Subcommittee, however, has by no means been 
idle in the field of airpower as three reports have been issued dealing 
with the development, procurement, and performance difficulties 
encountered by the Navy in connection with its F-3H Demon fighter, 
and it is expected that the subcommittee’s continuing examination of 
this particular program will result in another report to the Senate in 
the near future on the procedures followed by the Navy in procuring 
modern aircraft. 

A great deal of work has been accomplished in other fields, also, 
but, since an unusual amount of investigative work and double- 
checking has been necessitated by the complicated nature of the 
subjects, the subcommittee has been delayed in issuing a number of 
public reports. The existence of this backlog of accomplished work, 
however, makes it imperative that the subcommittee proceed with its 
work and bring to fulfillment months of painstaking investigations. 

One of these areas has to do with the small-shipbuilding industry 
and various problems that have been encountered by some companies 
in their dealings with the Navy. We have had to call upon the General 
Accounting Office for technical assistance in this connection, and for 
some months that organization has been diligently trying to ascertain 
the answers to the questions which our investigations have raised. We 
are assured that we will receive definitive reports within the next few 
weeks. 

We are also close to arriving at conclusions and making recom- 
mendations with respect to the Army’s program for the procurement 
of tanks, both for this country and for those nations being supplied 
under military defense assistance program agreements; as a matter of 
fact, the subcommittee is now deliberating what our final conclusions 
are to be in this field and in several of the others I have mentioned, 
as a number of our reports, while not yet released to the public, 
are already in printed form. 

Other investigations have been conducted to the point that the 
subcommittee expects to take action in the very near future. One 
such deals with the status of our activities in the field of strategic and 
critical materials—the fibers, metals, and minerals so necessary to our 
defense production. We held hearings on the subject of nickel in 
1956, have conducted an extensive investigation of the current situa- 
tion. and expect to make a public report in the very near future. 

Another investigation which has been brought to the point of com- 
pletion is one dealing with possible conflicts of interest arising in the 
cases of military officers who resign to accept employment with civilian 
firms performing defense contracts, and we are considering important 
recommendations to be made in that field. 
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It should be repeated that the work necessary to report on the 
subjects discussed above has, in the main, been completed, and that 
this statement is more in the nature of a report of accomplishment 
rather than an outline of future programs which the subcommittee 
will look into. 

There are many, many areas and many programs and policies of the 
Department of Defense which can be improved when the Committee 
on Armed Services is able to obtain the full facts on the situation, and 
it is vital that the investigative ability of this subcommittee be retained 
in order that it can assist the Committee on Armed Services and, in 
turn, the Senate, in carrying out its assigned responsibilities of pro- 
viding for the Nation’s security. 


O 
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85TH CONGRESS SENATE Report 
1st Session No. 17 








FOREIGN-AID PROGRAM 





JANvARY 25, 1957.—Ordered to be printed 





Mr. Henninoas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 35] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 35) extending to June 30, 1957, the authority 
of the Special Committee To Study the Foreign-Aid Program, and 
providing additional funds, having considered the same, report favor- 
ably thereon and recommend that the resolution be agreed to by 
the Senate. 

This resolution would extend until June 30, 1957, inclusive, the 
current special committee study in the Senate of the goals, scope, and 
methods of the economic, military, and technical aid programs of this 
Government in their relationship to its foreign policy and national 
interest. ‘The expenditure of $75,000 for such purpose is authorized 
by the resolution. 

The background for and the activities of the special committee 
reviewing the foreign aid program is set forth in detail in Senate 
Report No. 2 (85th Cong., Ist sess.). A further summarization may 
be found in a letter addressed by Senator Theodore Francis Green, 
chairman of the Committee on Foreign Relations, to Senator Thomas 
C. Hennings, Jr., chairman of the Committee on Rules and Adminis- 
tration, as follows: 

Unitep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
January 16, 1957. 
Hon. Tuomas C. Henninas, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator HenninGs: By direction of the Committee on 
Foreign Relations, I introduced on January 14, 1957, Senate Resolution 
35, extending for 5 months the authority of the Special Committee ‘To 
Study the Foreign-Aid Program, which was created by Senate Resolu- 
tion 285, agreed to July 11, 1956. 

As you know, Senate Resolution 285 directed the special committee 
to make exhaustive studies of United States foreign, assistance pro- 
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FOREIGN-AID PROGRAM 


grams. The committee was authorized to expend not to exceed 
$300,000 and instructed to transmit the results of its study to the 
Senate, together with such recommendations as it found desirable, 
not later than January 31, 1957. It is my understanding that the 
January 31 termination date fixed last session by the Committee on 
Rules was for the purpose of giving the 85th Congress opportunity to 
consider the future of the special committee. 

For your information I am enclosing a copy of Senate Report No. 2, 
which summarizes the activities of the special committee, and indic ates 
the nature and extent of the work which it expects to undertake during 
the next 5 months. You will observe that a large amount of pre- 
liminary work has already been completed. The committee has not 
yet been able to hold hearings or fully analyze the reports which it 
has received. Therefore, it is impracticable for the committee to sub- 
mit a report to the Senate at this time. 

I am sure you will agree that this important study should be carried 
forward to a conclusion. It is my hope that the Committee on Rules 
and Administration will approve Senate Resolution 35 extending the 
time for the study, so that the Senate can take final action before the 
end of this month. 

Enclosed for the information of your committee is a copy of a pro- 
posed budget for the Special Committee To Study the Forei ign Aid 
Program covering the period from February 1 to June 30, 1957 

In this connection, I believe the Committee on Rules will be 
interested to know that we estimate that of the $300,000 made avail- 
able to the special committee last year, some $82,000 has not been 
obligated. 

Sincerely yours, 
THEODORE FrANciIs GREEN. 

A budget submitted for the $75,000 by the Committee on Foreign 
Relations is as follows: 


Proposed budget (Feb. 1-June 30, 1957), Special Committee To Study the 
Foreign Aid Program 





























Base Gross Monthly Total for 
Position Number salary salary salary period of 
| (per (per (gross) budget 
| annum) annum) (gross) 
j eerie tm i 
STAFF | 
Professional: 
Professional staff member_........... 1 $8,000 | $13, 617. 69 | $1,134.80 | $5, 674,00 
CO RRR ae e 16 RN cia onl a bieianle nia 7, 000. 00 
TN 6. iuuehbiewbiee wha Skiveaeenben 1 PUT Biise aivewne et ebeiatrhtouie 1, 500. 00 
Administrative and clerical: | | 
Chief clerk. 1 | 8,000 | 13, 617. 69 1, 134, 80 5, 674. 00 
Assistant clerk (secretary -stenogr: apher) 6 2, 880 5, 529 13 | 460. 76 13, 822. 80 
cteaekbddneiiesewndnnses annie | Bich cktpedsl tiahekadehactlinuccdakeeed 33, 670. 80 
| | ———— 
ADMINISTRATIVE 
Reimbursable payments to agencies chee Di ahi iim ee 20, 000. 00 
20, 0 40 i kb ib cil aaidnon aehooesoane 5, 000. 00 
Hearing expenses (re porters’ SI cis shi tinne in pinignetnemmerienile 4, 000. 00 
Witness fees and expenses et ndinikpabsthde duihaleateinint tind 2, 000. 00 
Stationery and supplies___........_-- . 500. 00 
Communications (tele re and te telegraph) eee ee a 500. 00 
Contingent fund....---..--- bed’ 9, 329. 20 
nen: GU GRINS ns. cencencantambelibudibdesintéasoumebehlonesuniled 41, 329. 20 


a a cal acreailer gpeaninr # 75, 000. 00 


1 Per day when actually employed. 


O 
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85TH CoNGRESS } SENATE | ReEporT 
1st Session No. 18 





PRINTING OF PROCEEDINGS IN CONNECTION WITH 
ACCEPTANCE OF STATUE OF THE LATE CHIEF JUSTICE 
EDWARD DOUGLASS WHITE 





JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration; 
submitted the following 


REPORT 


[To accompany §S, Con. Res. 6] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con. Res. 6) providing for the printing 
with illustrations and binding of proceedings in connection with the 
acceptance of the statue of the late Chief Justice Edward Douglass 
White, having considered same, report favorably thereon with amend- 
ments and recommend that the concurrent resolution, as amended, 
be agreed to by the Senate. 

This concurrent resolution would have printed and bound the pro- 
ceedings in Congress at the unveiling in the rotunda, together with 
such other matter as may deem pertinent thereto, upon the occasion 
of the acceptance of the statue of the late Chief Justice Edward 
Douglass White presented by the State of Louisiana. The cost is 
placed at $2,934.35. 

The amendments added by the Committee on Rules and Adminis- 
tration would make this printing a Senate document and correct other 
parts of the text to conform thereto. 


O 
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85TH CoNnGRESS SENATE Report 
1st Session No. 19 





SENATE PERMANENT SUBCOMMITTEE ON 
INVESTIGATIONS 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 37] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 37) providing for additional temporary assist- 
ants and funds for the Committee on Government Operations, having 
considered same, report favorably thereon with amendments and 
recommend that the resolution, as amended, be agreed to by the 
Senate. 

This resolution would extend until January 31, 1958, inclusive, the 
activities and operations of the Senate Permanent Subcommittee on 
Investigations of the Committee on Government Operations, author- 
izing the expenditure of $210,000 for such purposes. 

The amount originally sought for such purposes was reduced by 
the Committee on Rules and Administration from $225,000 to $210,000 
in one amendment. A second amendment added by the committee 
would require that the money from the contingent fund of the Senate 
which is used to pay salaries of committee employees under this resolu- 
tion shall also be used to pay the salary of one top employee to be 
selected by the minority, with one limitation. 

A review of the subcommittee’s activities and hearings in 1956 is 
described in a letter addressed from Senator John L. McClellan, chair- 
man of the Committee on Government Operations, to the chairman 
of the Committee on Rules and Administration, Senator Thomas C. 
Hennings, Jr., and is accompanied by an approved budget, as follows: 
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Unitep States SENATE, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
January 18, 1957 
Hon. Tuomas C. HENNinGs 
Chairman, Committee on "Rules and Administration, 
Washington, D. C. 

My Dear Senator: Reference is made to Senate Resolution 37, 
85th Congress, Ist session which was introduced in the Senate on 
January 14, 1957, requesting funds for the operation of the Senate 
Permanent Subcommittee on Investigations for the period from 
February 1, 1957, to January 31, 1958. Prior to submitting this 
resolution to the Senate it was reported out favorably by a majority 
of the Committee on Government Operations. 

Attached hereto is an estimated budget for the operation of this 
subcommittee for the year beginning February 1, 1957, together with 
a statement of the proposed staff salaries. You will note that it is 
estimated under this budget it will require $225,000 to operate this 
subcommittee during the coming year. Less than $40 will remain from 
the present appropriation which expires on January 31, 1957. 

Included in the attached budget for the coming year are provisions 
for Government insurance and civil-service retirement contributions 
for subcommittee employees as required by law. In addition, provi- 
sion is made for salaries for Paul E. Kamerick, who has been on loan to 
the Special Committee To Investigate Political Activities, Lobbying, 
and Campaign Contributions, for the previous year, and another 
assistant clerk. 

The subcommittee’s investigations extended through the operations 
of many governmental agencies, including the Departments of the 
Army, Air Force, and Marine Corps; the Veterans’ Administration; 
the Treasury Department; the Commerce Department; the State 
Department, and the International Cooperation Administration. 
The subcommittee operated efficiently and economically during the 
past year and accomplished much good. 

Hearings were held in connection with Communist ownership of 
GI schools. Under the provisions of Public Law 346, 78th Congress, 
and Public Law 550, 82d Congress, the Veterans’ Administration did 
not have, and does not have legal authority to discontinue payment of 
Federal funds to schools reliably reported as Communist owned. 
The Veterans’ Administration was on notice as early as 1946 as 
to deficiencies in this area of Public Law 346, 78th Congress. The 
same discrepancies existed in Public Law 550, 82d Congress. The 
Veterans’ Administration failed to recommend corrective legislation 
or at least apprise Congress of these deficiencies. <A bill sponsored by 
the full membership of the subcommittee has been introduced in the 
Senate by the chairman recommending the enactment of appropriate 
legislation to preclude the expenditure of Federal funds for Com- 
munist-owned schools training veterans. 

In the investigation of East-West trade, the subcommittee believes 
the executive branch of the Government has disregarded the clear 
intent of Congress and has violated the operation of the Battle Act 
since its enactment in 1955. These has been no attempt to enforce 
the penalty provisions of the Battle Act; the Battle Act administrator 
in 1954 misstated facts in his fifth Battle Act report; the authority 
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to make recommendations on the decontrol of specific items was 
largely delegated to lower echelon members of the Department of 
Commerce, State Department, Defense Department, Foreign Opera- 
tions Administration, and other agencies; the Defense Department 
was permitted to play a relatively minor role in the decontrol decisions; 
there was failure to adequately supervise, control and review the 
actions of the joint operating committee and its chairman in recom- 
mending the downgrading and decontrol of items. The executive 
departments directed and instructed their employees to refuse to 
testify and disclose pertinent evidence on the decontrol of strategic 
materials when before this subcommittee. They refused to permit 
Congress to examine pertinent documents claiming “privilege.” 

The international export controls over strategic materials were 
secretly changed without the knowledge of Congress and the people 
of the United States. As a result, quantities of highly strategic ma- 
terials such as copper, electrical equipment, and machine tools were 
shipped to the Soviet sphere, enabling them to build up their war 
machine to the disservice of free world. 

The subcommittee feels that the Congress has the right to ascertain 
whether its intent, as set forth in the Battle Act, has been properly 
implemented by the executive branch. The Congress is entitled to 
receive whatever information is necessary to make this determination. 
The subcommittee made 9 recommendations in the export control 
program—1 of which was that prior to any further removal of items 
of strategic importance from the control list, that a list of proposed 
changes be submitted to congressional Committees on Foreign Rela- 
tions, Armed Services, and Government Operations for appropriate 
review. 

The investigation of Communist interrogation, indoctrination, and 
exploitation of American military and civilian prisoners resulted in 
obtaining a clear explanation of the techniques and methods of the 
Communists in “brainwashing.” Although it is true that the Com- 
munists have considerable skill in the extraction of information from 
prisoners, including signing of confessions to crimes they did not 
commit, their practices are “based on the simple idea of progressively 
weakening an individual’s physical and moral strength, and there 
should be no aura of mystery and fear associated with “their methods. 
The diabolical treatment of American war prisoners in Korea by the 
Communists, and the techniques and methods used in indoctrination, 
obtaining of information, the developing of collaborators, and propa- 
gandizing, were explained in detail. The subcommittee recognizes 
that the military services have manpower problems over w hich they 
have very little if any control, and that on parents, churches, and 
schools rests the primary and basic responsibility in this field. 

The subcommittee held hearings in connection with tariff on im- 
ported watches and concluded that the Treasury Department may be 
misinterpreting the tariff acts of 1930. It is felt that the Treasury 
Department should do everything in its power to clear the roadblocks 
for a judicial determination and/or request specific legislation from 
the appropriate committees of Congress. 

Extensive hearings were held in connection with textile procurement 
by the military services. As a result of hearings held in 1955, nine 
former Government employees and contractors were indicted on con- 
spiracy to defraud the Government, and attempted bribery. The 
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subcommittee continued its investigation and concentrated on clothing 

rocurement in the Quartermaster Corps, Department of the Army, 

vidence introduced showed collusion, kickbacks, purchase of bonds 
for illegal purposes, bribery, inefficiency, and misconduct. The in- 
quiry showed connivance between racketeers and hoodlums with 
labor officials which had a direct bearing on procurement. In this 
investigation alone, the subcommittee saved the Government many 
times the amount of its appropriation. 

A preliminary survey was conducted by this staff as to the extent 
of labor racketeering as it affected Government operations. Public 
hearings have been held within the past week and the subcommittee 
is interested in determining the adequacy of existing statutes affecting 
the Department of Labor, the National Labor Relations Board, and 
the Treasury Department and whether their present rules and regula- 
tions enable them to administer the law efficiently. We are also inter- 
ested in whether there should be any modifications or changes in the 
existing law to assist these agencies in determining the adequacy, 
accuracy, and truthfulness of financial reports and other information 
required to be supplied by labor unions and labor union officials. 
We desire to know if additional strengthening regulation is needed to 
enable the Bureau of Internal Revenue to investigate labor organiza- 
tions which, under the law, are tax exempt. The preliminary survey 
on labor racketeering has indicated areas that need correction but 
which might not fall within our jurisdiction. For the past 4 months, 
the staff has uncovered specific evidences of collusion between dis- 
honest employers and union officials, extortions, the use of violence 
for certain segments of labor leadership, the diversion and misuse of 
labor-union funds by high ranking dishonest union officials for their 
own benefit and gain, and large-scale fraud in income taxes. The 
chairman has introduced on the floor of the Senate Special Resolution 
No. 14 which would grant to this subcommittee authorization to 
investigate labor racketeering in general and this would be in addition 
to funds requested under Senate Resolution 37. 

If there is any further information you desire concerning ~ pro- 

osed operation of this subcommittee during the coming year, I will 
ey glad to confer with you or members of your committee. 
Sincerely yours, 


Joun L. McCueiuan, Chairman. 
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SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS 
Financial report Feb. 1, 1956, to Jan. 31, 1957 


[Under authority of S. Res. 41, 202, 207, Feb. 1 to 29, 1956, and, under authority of S. Res, 188, Mar. 1, 1956, 
to Jan. 31, 1957 (11 months)] 


RUNNIN <1 «ics: dears carte ox «  Reakeaeeaveenoeaie ot dertaianiemnaioaamiad ie weaite teks ae was cele Sent samara $160, 821. 06 
SE (AVCRUENROUN «. c. 4 c auahinboaes Cewek adas eeu e ae awe 11, 904. 34 
Or. Giett VOI EBIOlS) ecenteiiinitnwradiernwawatiaecetene 6, 483. 19 
RSONTGING HROCOORINNS «6 6 cdc cnc censacdksscabindoncubeess Seg 3, 262. 46 

Wy tTOGS BPAY OLS 258 og enn de So soe ete a a mw See tase 2, 177. 59 
WE eee NEE ste ot Bt a iuieh ewe ase eee 798. 00 
i sneee WUNMRID |b ma ose Sob eiilp wos che widae eo 0am eben 635. 92 
eremonerand telognannh: £¢. . 6. U0 on cal hk och cece eee 5, 247. 86 
re 6 oe ened eee ln an ob dn cw nachna} hale SaaS eeeeene 121. 19 
UUIUEATEAONUIIR Se 0 ee el pick Eee i aaah hk ee eae 118. 74 
ROR ones (GPR NON SOG on ob tem o wm che crewdchgineeeiawramreaaieens 91. 80 
aeveinents . ... oo sin cu ee hic ccc ektcceceseweuccewsseest 463. 89 
gi Ae Og S| i res ab ceudée innit swe cere 12, 919. 07 

Total Mar. 1, 1956, to Dec. 31, 1956, under 8S. Res. 188_.-------- 177, 206. 97 
Pevumated expense 40. 1-01, 3001... . anced concuccacneunonvcan 19, 836. 37 
Toteket 26065 ee oc es Ln cece eb wersworeteceweve?d 209, 962. 41 


Authorization under 8. Res. 188, Mar. 1, 1956, to Jan. 31, 1957 





rls monte... 3 6c 92 bk es ccc ck seseweweecuecs: ssvss~ SOT, CS. 34 
SE ORCIRS ... <b oe Sai ea daw aed 6 Slee $177, 206. 97 
Estimated expense Jan. 1-31._......--...--2.--- 19, 836. 37 
0 a ee ee ee ee 197, 043. 34 
Balance of authorization Jan. 31, 1967... <e<eccsascens 40. 00 


23001°—58 S. Rept., 85-1, vol. 1——6 
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Proposed budget of the Senate Permanent Subcommitiee on Investigations of the Com- 


mittee on Government Operations, pursuant to S. Res. 37 for the period Feb. 1, 


1957, to Jan. 31, 1958 











Monthly Total for 
Position Num-| Base salary | Gross salary salary period of 
ber | (per annum) | (per annum) (gross) budget 
(gross) 
STAFF 
Legal and investigative: 
I imaw 1 $8, 820 $14, 800. 00 $1, 233.33 | $14,800.00 
Assistant Chief Counsel__._........... 1 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
Chief Counsel to minority............. 1 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
ES, 4 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
SI teat dintdc ts tincbeat, cia aemimantce echaiadenisae oeenwnee 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
Ds épbetshS Op aidsndindébnbeadlsetund 6, 600 11, 536. 97 961. 41 11, 536. 97 
ae i a alee etn etn ets eine 5, 160 9, 390. 49 782. 54 9, 390. 49 
I ha a lana ate 3 6, 600 11, 536. 97 961. 41 11, 536, 97 
a a el a a al 6, 540 11, 447. 79 953. 98 11, 447. 79 
EE ale erie tena ene maisaatens th mami 4, 320 7, 995. 40 666. 28 7, 995. 40 
Administrative and clerical: 
IE iis cereale Tents 1 4, 380 8, 098. 17 674. 84 8, 098. 17 
TE £8. ctncmcbele uenanademianne 1 3, 600 6, 762. 27 563. 52 6, 762. 27 
Be CIN s 5 gc Sone ctsnsinsc ec De eens ape eenee eee Bale ceiacha satel ceed teats 
SIN ci eat. dnershintnchcoasennibecmsqemecesnaaael mip eaegae 2, 880 5, 529. 13 460. 76 5, 529. 13 
el i ed ea 2, 820 5, 426. 35 452. 19 5, 426. 35 
cee ee fe 2, 820 5, 426. 35 452. 19 5, 426. 35 
i el Deets 2, 640 5, 118. 07 426. 50 5, 118. 07 
Stenographer...............-.....- ere 2) 580 5,015. 31 417. 94 5, 015. 31 
Te eee 2, 460 4, 809. 79 400. 81 4, 809. 79 
Ph eee ee Ea hs 2, 280 4, 501. 50 375. 12 4, 501. 59 
Messenger cece atin Mh tae 1 | 1, 680 3, 480. 59 290. 04 3, 480. 59 
pr ee - — 








ADMINISTRATIVE 





Contribution to civil-service retirement fund (6)4 percent of salaries paid after July 1, 1957)--. 5, 655. 75 
nS... 2c einmeiisd on wicniniatianiimnesiubieepiunasatihia 578. 34 
I ON 2 od shanti ceebdbbimetoariccviniblpanobacsinipatshiinensthioeiel 14, 500. 00 
er net Co, SO WRCliGRCGOItED ..... ... ncomescnesbneneusiiaeenenpetaculpmeiemenesinal 15, 000. 00 
od oon, cusp enen cb acensanibababddgtisnepiibveboubiuuuniee 4, 000. 00 
Witness fees, travel silledtede dl incre Reetiinis nslehniepdiiaangiineiadetamaeiiienctiaiiettiadiiaied 3, 500. 00 
Communic: ations te lephone and te legraph). haa tn deaeiebaenddaaidinainesndiatenedatmantiiaeindiaeiiiiddimminin: 5, 000. 00 
Newspapers, documents, photostats, marshal fees_...-- vinsiabec dh edebiinptecelihbisiebenaettn gatncanedliclarenitaiiaiiaa digas 720. 00 
Stationery, office supplies, postage. ..........-.---...- Penus abun eaten bancamadadebemistiadas 700. 00 

I ON NU actinic nelle insane eriatniasinianen abies 49, 66 54. 09 

Si eS os ak os a nck ab hbciea hice anand nadine ~ 295, 000. 00 
Less reduction proposed by the Committee on Rules and Administration....---------------- 15, 000. 00 

I aaa sa endl etic wih nliivbiglianlien bien baioueds 210, 000. 00 





Fund requested 8. Res. 37, $225,000 


O 
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SELECT COMMITTEE ON SMALL BUSINESS 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninoas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 42] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 42) authorizing the Select Committee on Small 
Business to investigate problems of American small and independent 
business, having considered the same, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution would provide $85,000 until January 31, 1958, inclu- 
sive, to the Select Committee on Small Business to carry out the duties 
imposed upon it by resolutions of the Senate insofar as they are 
associated with the problems of American small and independent 
business, and to make recommendations. 

The first amendment of the Committee on Rules and Administra- 
tion to the resolution gives section 1 greater definition. The amount 
originally asked by the select committee is reduced from $90,000 to 
$85,000 in the second amendment, and the third would require that 
money from the Senate contingent fund which is used to pay salaries 
of committee employees under this resolution must also be used to 
pay the salary of one top employee to be selected by the minority. 

The purposes of the resolution are set forth in a letter to the chair- 
man of the Committee on Rules and Administration, Senator Thomas 
C. Hennings, Jr., from the chairman of the select committee, Senator 
John Sparkman, which, with an accompanying budget, is as follows: 
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2 SELECT COMMITTEE ON SMALL BUSINESS 


Unitrep States SENATE, 
SeLect CoMMITTEE ON SMALL BUSINESS, 
January 17, 1957. 
The Honorable Toomas C. Henntnos, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarrMan: On January 31, 1957, the authority of 
the Select Committee on Small Business to expend funds under Senate 
Resolution 175 of the 84th Congress will expire. During the past 11 
months, the additional personnel provided by that resolution have 
enabled the committee to meet much more fully its responsibility to 
the small businesses of the Nation. 

For that reason, and because I feel that these small-business 
problems have become even more critical, I have introduced a resolu- 
tion asking additional funds for the coming year. As the members of 
the Rules and Administration Committee are well aware from their 
contacts with business constituents during the past few months, these 
independent bulwarks of our free enterprise system are facing obstacles 
which seem ever increasing in size. Both political parties have 
pledged continued and strengthened programs to meet these threats, 
and the members of the Select Committee on Small Business feel that, 
without these funds, they would be severely restricted in their studies 
of this vitally important subject. 

It should be noted that this resolution calls for spending at approxi- 
mately the same rate which has prevailed over the past 11 months. 
Despite the increasing size and scope of small-business problems, we 
feel that we can compile a sound record of achievement and discharge 
our obligations effectively without seeking more funds for 1957 than 
we had during the past year. 

Within the next w eek, the committee will submit to the Senate its 
seventh annual report summarizing its activities in 1956 and outlining 
the problem areas which remain. Should you have an opportunity 
to examine this report, I think you will agree that it reflects solid 
accomplishments by the committee in many significant fields. I wish 
also to mention in passing that in 1956, as in all previous years, the 
Senate Small Business Committee has operated i in a complete ‘ly non- 
partisan manner with an almost perfect record of unanimity on all 
reports and recommendations. I pledge that we shall continue in the 
same way. 

I estimate that approximately $8,000 will revert to the Treasury as 
unobligated funds from Senate Resolution 175. If similar savings are 
possible in the budget proposed by the pending resolution, they will 
be made. 

Naturally, | would appreciate the opportunity of presenting addi- 
tional information on this request when your committee schedules 
action on our resolution. 

With best personal wishes, I am 

Sincerely yours, 


JoHN SpARKMAN, Chairman. 
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Budget 
Base Gross Monthly | Total for 
Position Number salary salary salary period of 
(per (per (gross) budget 
annum) annum) (gross) 
STAFF 
Legal: 
ae a EE! 1 $6, 240 | $11,001. 92 $916.82 | $11,001.92 
TS CI asics siisiisintiicinsieaeiatiteasiniiaes 1 5, 580 10, 021. 02 835. 08 10, 021. 92 
2 5, 040 9, 194. 30 766. 19 9, 194. 30 
Economist and research assistants: 
a a a 1 5, 580 10, 021. 02 835. 08 10, 021. 02 
Research assistant....................- 1 5, 100 9, 292. 39 774. 36 9, 292. 39 
1 5, 040 9, 194. 30 766. 19 9, 194. 30 
Administrative and clerical: 
Assistant clerk (file) ..................- 1 1, 800 3, 679. 42 306. 61 3, 679. 42 
SOTO a aos cack dete cendindscases 1 2, 340 4, 604. 26 383. 68 4, 604. 26 
1 2, 160 4, 295. 97 357. 99 4, 295. 97 
Reserved for per diem or temporary con- 
i Sb chcvdiccvacncucdssicinnndeeseanl aaeeenneene | ---22----20~|------------ |------------ 3, 000. 20 
NN a et ad | a ho al | lel 83, 500. 00 
| | — 





ADMINISTRATIVE 


Contribution to civil service retirement fund (644 percent of total salaries paid after July 1, 


1957 jankstpenmenadenamainant ieeuitenibidninenaeie aratirereteniiehodinitiinet 3, 025. 00 
Dia Persnes PARIS 96 GENET... .nncchovchnecbenshshudbinsndodemimsesnssendenndeediiiedbaads ca 
SPO) COCIE VS OF TEE 10 ORION ooo ccc cwsencensknescnmdnes acenannewecsaccdidunceboniun 900. 00 


Hearings (inclusive of reporters’ fees) 
Witness fees, expenses. 





baie trad aie ac ‘eins causeeiee ce dee aeiaes ai. 0” So Sle eh aaa 600. 00 

nr III, =... < atererio taabus ccd cravoes ose alge decane paunameale wieemiemnaneheoenaaeiata aia 200. 00 
Communications (telephone, telegraph)_...............--- ial A ieee eee 800. 00 
I, Sy I verte tesnncnsnitatics tntiatentntliat aniseed mtninipletiimaaalaitaiaal 200. 00 
CONTE TO ai sindig Bit gjd en din de nttenrgiiinumnbttdtiitbewibaielad 775. 00 
Sateveball; withenabatlire) si ia Scent nile de, wheelie hihi | 6, 500. 00 
Total.... 54 itt 8 —e oie on 5 see 2 eh ig Se ae eee eee 90, 000. 00 

Less reduction proposed by the Committee on Rules and Administration. ................-.- 5, 000. 00 
Amended total. ..... cccccedscnces is Sisentiorhdeba date aaladaiadubdibid sat nied aamdanaaae ide 85, 000. 00 





Fund requested, 8. Res, 42, $90,000. 


O 
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STUDY OF PUBLIC AND PRIVATE HOUSING 





JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 44] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 44) further authorizing the Committee on 
Banking and Currency to make a study of public and private housing, 
and providing additional funds therefor, having considered the same, 
report favorably thereon with amendments, and recommend that the 
resolution, as amended, be agreed to by the Senate. 

This resolution would authorize the expenditure of $90,000 until 
January 31, 1958, inclusive, on the part of the Committee on Banking 
and Currency for the purpose of making a complete inquiry into any 
and all matters pertaining to public and private housing. 

A first amendment added by the Committee on Rules and Adminis- 
tration to the resolution reduces the amount originally sought from 
$100,000 to $90,000. The second amendment specifies that money 
from the contingent fund of the Senate which is used to pay salaries 
of committee employees under this resolution must also be used to pay 
the salary of one top employee to be selected by the minority. 

The general purposes of the resolution are stated in Senate Report 
10 (85th Cong., 1st sess.), which also contains a proposed budget for 
the housing study. A further detailing of the intended housing 
inquiry is found in a letter to Senator Thomas C. Hennings, Jr., 
chairman of the Committee on Rules and Administration, from 
Senator John Sparkman, chairman of the Subcommittee on Housing 
of the Committee on Banking and Currency, as follows: 
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2 STUDY OF PUBLIC AND PRIVATE HOUSING 


Unirep States SENATE, 
ComMMITTEE ON BANKING AND CURRENCY, 
January 22, 1957. 
Hon. Tuomas C. HEenninGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator Henninos: On January 17, 1957, there was referred 
to your committee for consideration Senate Resolution 44, which was 
reported favorably from the Committee on Banking and Currency 
on January 16, 1957. 

This resolution requests authorization for the Committee on Bank- 
ing and Currency, or any duly authorized subcommittee, to expend 
funds in an amount not exceeding $100,000. These funds will be used 
by the Subcommittee on Housing of the Committee on Banking and 
Currency to continue its study and investigation of matters relating 
to public and private housing. These functions are authorized by 
section 134 of the Legislative. Reorganization Act of 1946, pursuant 
to the committee’s jurisdiction under rule XXV 1 (d) 4 of the Standing 
Rules of the Senate. The subcommittee proposes to employ upon a 
temporary basis such assistance as it deems advisable in connection 
with the scope of activity to be carried out. 

During the 2d session of the 84th Congress, the subcommittee 
covered a wide range of important housing issues. Among these were 
the expansion of the military housing program, the impact of Federal 
credit controls on the mortgage market, the need for housing for 
essential civilian employees at military research and development 
centers, housing for the aged, and the relationship of income and 
housing, particularly housing for middle-income families. On many 
of these topics, the subcommittee’s findings and recommendations 
have served as the basis for legislative enactments or administrative 
actions. The subcommittee’s legislative function has been to hold 
hearings on all housing bills referred to the Banking and Currency 
Committee, including the omnibus housing bill of 1956. In addition, 
the subcommittee continued to handle a large volume of inquiries and 
complaints, received from the public either directly or through sena- 
torial offices, relating to the various operations of the Federal housing 
programs. 

The current situation in residential construction and mortgage 
financing is, as you know, a critical one. Last year, when most 
sectors of the economy were booming, housing production was more 
than 200,000 units, or about one-sixth, below “the 1955 level. A de- 
crease of more than 30 percent occurred in the production of homes 
financed by FHA-insured or VA-guaranteed morigages. An effort to 
provide a short-term solution to the problem of a tight mortgage 
market was made by the Federal Housing Administration on Decem- 
ber 4, 1956, when it raised its interest rate from 4'5 to 5 percent. A 
long-term solution to the problem has been under study by the sub- 
committee since the fall of 1955, when hearings were held on a wide 
variety of mortgage market problems. The information assembled 
by the subcommittee will be especially pertinent during this session, 
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Although the mortgage-market problem may well be the major 
housing issue before the Congress this year, other aspects of the 
Federal housing programs will require constant attention. The $2.3 
biJlion military housing program is about to produce its first completed 
project, and will gather momentum during this year. The urban 
renewal program, together with the new roads program, will stimulate 
an accelerated amount of activity involving demolition of existing 
housing and leading toward the redevelopment of the Nation’s cities. 
It is my sincere belief that the $100,000 authorization requestéd is 
completely justified by the size and complexity of the many problems 
of our Federal housing programs and is, in fact, necessary if the Senate 
is to keep itself informed on these vital matters. I hope that your 
committee will give favorable consideration to this resolution. 

Attached to this letter is a copy of Senate Report 10 containing an 
itemized budget indicating the manner in which the money requested 
by this resolution is proposed to be used. 

Sincerely, 
JoHN SPARKMAN, 
Chairman, Subcommittee on Housing. 


O 
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SPECIAL COMMITTEE ON POLITICAL ACTIVITIES AND 
LOBBYING 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration; 
submitted the following 


REPORT 


[To accompany S. Res. 47] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 47) authorizing the Special Committee on 
Political Activities, Lobbying, and Campaign Contributions to in- 
vestigate attempts of persons to influence improperly Senators or 
officers and employees of the executive departments through campaign 
contributions or other practices, having considered the same, report 
favorably thereon with amendments, and recommend that the reso- 
lution, as amended, be agreed to by the Senate. 

This resolution would extend for 3 months, and authorize the 
expenditure of $60,000 in that time, the current inquiry and investi- 
gation now being conducted by the Senate Special Committee on 
Political Activities, Lobbying, and Campaign Contributions. 

Amendments added to the resolution by the Committee on Rules 
and Administration changed the life of the inquiry from May 31, 
1957, to April 30, 1957, and reduced the original sum asked for such 
study from $100,000 to $60,000. 

A letter to the chairman of the Committee on Rules and Adminis- 
tration, Senator Thomas C. Hennings, Jr., from the chairman of the 
special committee, Senator John L. McClellan, seeking the extension, 
and attaching a budget, is as follows: 
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COMMITTEE ON 





POLITICAL 





ACTIVITIES AND LOBBYING 


Unitep States SENATE, 
SpeciAL Committee To INVESTIGATE 
Pouiticat Activities, LOBBYING, AND 
CAMPAIGN CONTRIBUTIONS, 

January 18, 1957. 

Hon. Tuomas C. HENNINGS, 

Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear CHAIRMAN HENNINGs: Please find attached staff budget for 
the Senate Special Committee on Political Activities, Lobbying, and 
C ampaign Contributions, for the period of February 1, 1957, to May 
31, 1957, the period for which the committee will ask that the life 
of the committee be extended in order to complete its assignment 
under Senate Resolution 219, agreed to February 22, 1956. Copy 
of the resolution proposing the extension of the coramittee is also 
attached hereto. 

The budget estimate of $63,273.60 for this extension period i 
based upon actual operating expenses of our 4 recent months, aver- 
aging slightly over $15,000 per month and is representative of our 
anticipated monthly operational expense of the present staff for the 
period the committee will ask to be extended. 

There is however a possibility that the committee will require the 
employment of 1 or 2 additional professional employees during the 
extension period, and for that reason, the committee is requesting a 
total expenditure authority of $100,000 to cover this and other 
necessities that may arise. 

In this connection, I wish to point out that of our original author- 
ization of $350,000, the committee has expended to date approxi- 
imately $106,000, or less than one-third of the original authorization. 
I can assure vou that during the period of extension proposed, the 
committee will continue to operate as economically as the circum- 
stances justify. I shall be glad to appear before your committee 
in support of this requested authorization approval if your com- 
mittee should desire further information in connection with this 
resolution. 

Thanking you for your committee’s early attention to this matter, 
and with kind regards, I am 

Sincerely yours, 


Joun L. McCueiuan, Chairman, 
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Senate Special Committee on Political Activities, Lobbying, and Campaign 
Contributions, Jan. 10, 1957 


— — 























| . 
} Monthly Total for 
Position Number 3ase salary | Gross salary | salary period of 
per annum) | (per annum) (gross) budget 
| (gross) 
I AFT | 
(Fet May 3, 1957) 
Le liny itive 
( FR oe oe : 1} $8, 820 $14, 800. 00 $1, 233. 33 
4 te ( 1 | &, 000 13, 617. 69 | 1, 134. 80 
4 nt 1 A = 2) 6, 960 12, 072.01 | 1, 006. 00 
( ( t ke . : 1 | &, 000 13, 617. 69 1, 134. 80 
] estigator - 1 5, 940 10, 556. 05 879. 67 
I) eer P oe l 5, 580 10, 021. 02 835. 08 
Investigator note 2 | 4, 920 8, 998. 12 749. 84 
Research: Research analyst.._...-- 1 | 4, 920 8, 998. 12 749. 84 
minist lerical | 
C} c+ scssere aateientin wane cetae 1 3, 600 6, 762. 27 563. 52 2, 254. 08 
Clerical a t cconowada b 2, 880 | 5, 29.13 460. 76 9, 215. 20 
Subtotal, staff expense_....... 16 49, 386. 08 
: a Z es | 
ADMINISTRATIVE 
Contribution to civil service retirement fund ($40.63) 162. 52 
Travel (inclusive of field investigations) _........ ae 4,000. 00 
Witness fees, expenses._.....- 6, 000. 00 
Stationery, office supplies_........-- 300. 00 
Communication : 750. 00 
Hearings (inclusive of reporters’ fees) 600. 00 
Newspapers, magazines, documents 75. 00 
Contingent fund aii atari " 2, 000. 00 
Subtotal, administrative expens« 13, 





neusdneendnoqummmnnnbeinmetindnadis 63, 273. 60 





Less proposed reduction by Committee on Rules and Administration..................---- 3, 273. 60 
RURIIOE COTE ic ccnvctcesintnncontipaesickeds spain 60, 000. 00 
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INVESTIGATION OF CONSTITUTIONAL RIGHTS 
January 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 49] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 49) authorizing an investigation of matters 
pertaining to constitutional rights, having considered same, report 
favorably thereon with amendments and recommend that the resolu- 
tion, as amended, be agreed to by the Senate. 

This resolution would continue through January 31, 1958, the 
current investigation and study now being conducted by the Com- 
mittee on the Judiciary into all matters affecting constitutional rights. 

The amendments added to the resolution by the Committee on 
Rules and Administration would reduce the amount of the resolution 
from $115,000 to $100,000 and require that Senate contingent funds 
which are used to pay the salaries of committee employees under this 
resolution must also be used to pay the salary of one top employee to 
be selected by the minority. 

The purposes of the resolution are set out in a letter from the chair- 
man of the Committee on the Judiciary, Senator James O. Eastland, 
to the chairman of the Committee on Rules and Administration, 
ae Thomas C. Hennings, Jr., which, with an attached budget, 
ollows: 


Unitep Srates SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 22, 1957. 
Re Senate Resolution 49 
Hon. Tuomas C. HEnninGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuHairMan: Submitted herewith is the budget et 

by the standing Subcommittee on Constitutional Rights and by the 
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2 INVESTIGATION OF CONSTITUTIONAL RIGHTS 


full Committee on the Judiciary at today’s meeting, to cover the ac- 
tivities and programs of the Constitutional Rights Subcommittee for 
the period from February 1, 1957, through January 31, 1958. 

The present requested funds for operations of the subcommittee are 
$115,000, the same amount which was approved last year by the full 
Committee on the Judiciary. 

The Subcommittee on Constitutional Rights of the Committee on 
the Judiciary of the United States Senate, acting pursuant to Senate 
Resolution 94 of the 84th Congress, held a public hearing on Septem- 
ber 17, 1955, inaugurating a survey of the extent to which the con- 
stitutional rights of the people of the United States are being respected 
and enforced, and commemorating the 168th anniversary of the signing 
of the Constitution of the United States of America; the record of this 
hearing was printed under the title of ‘Citizens’ Petition for the Re- 
dress of Grievances” and demands for copies were so great from var- 
ious individuals, schools, women’s groups, patriotic and other associa- 
tions, that the supply has long since been exhausted. 

The subcommittee held further hearings, pursuant to Senate Reso- 
lution 94, from November 14 through November 29, 1955, which have 
been printed as “Security and Constitutional Rights, Part I.” These 
hearings were a part of the subcommittee’s survey of the extent to 
which the rights guaranteed by the first amendment are being re- 
spected and enforced in the various Government loyalty-security 

rograms. “Part 2” of this study is the printed record of hearings 
held on June 12 and 13, 1956, pursuant to Senate Resolution 165 of 
the 84th Congress, 2d session. 

A subcommittee report, with recommendations for legislation, is 
being submitted this month, in compliance with the requirements of 
the authorizing resolution. 

According to information supplied by the subcommittee, in addition 
to examining the areas to which security measures have been extended, 
beyond necessities to protect national security interests, the subcom- 
mittee has been concerned over the increased tendency of executive 
departments and agencies to refuse information to the Congress and 
the public—where no legitimate national security secrets are involved. 
Senate committees have informed the Constitutional Rights Subcom- 
mittee of many instances where they felt the denial of information 
was unjustified; moreover, they felt generally powerless to compel the 
production of the desired information which they considered vital to 
intelligent functioning of the legislative process. Some liberalization 
of rigid Government censorship rules has resulted from the work of the 
subcommittee but this work is far from being completed. The sub- 
committee intends to propose a few legislative measures early in this 
session which, it believes, will help to clarify general confusion con- 
cerning executive department regulation of information; nevertheless, 
statutory amendments are only one method of dealing with the prob- 
lem; the subcommittee intends to continue an examination of the com- 
plaints about ‘‘secrecy in Government,” and report its findings to the 
Congress and the public. 

According to information supplied by the subcommittee, the plans 
for activities for the 1st session of the 85th Congress are summarized 
as follows: 

1. To continue a general study of the extent to which the Bill of 
Rights guarantees to the American people are being protected or 
infringed. 
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To make a preliminary study of activities in the field of adminis- 
trative law, in terms of the protection (or lack of protection) now being 
provided for the rights of American citizens, including corporations 
and other business entities. This study may lead to the reeommenda- 
tion that the Senate establish a committee for continuing legislative 
oversight of administrative law procedures and practices, and dele- 
gated authority, as well as the possible approval of changes in the 
structure for appeals from administrative-tribunal rulings; the sub- 
committee cannot predict its conclusions until it has made a careful 
preliminary study of the nature of the problems and the degree to 
which constitutional rights are involved. 

As stated above, the subcommittee will pursue its studies of the 
right of the people and the Congress to nonsecurity information from 
the Government. 

The subcommittee intends to study the extent to which there is 
compliance with the ‘reasonable detention prior to arraignment” rule 
expressed by the United States Supreme Court in the McNabb case. 
The subcommittee has had e omp jlaints on the one hand that the rule is 
difficult to administer and thus hampers police work in dealing with 
criminals, and on the other hand that legislation which may be 
proposed this year would seriously infringe constitutional rights 
gus rante ed in the Bill of Rights. The subcommittee wishes to obtain 
a clear understanding of the problems and proposed solutions before 
it attempts to make recommendations of its own. 

The subcommittee has received several complaints that con- 
stitutional rights of members of the Armed Forces are being violated. 
With approximately 215 million persons on active duty, with nearly 

1 million of these on duty overseas, and with roughly half a million 
me drafted or volunteering each year, it can be seen that “rights of 
servicemen” affect an appreciable number of our people. Conse- 
quently, the subcommittee intends to make a preliminary study of 
just what the rights are of persons subject now to military jurisdiction, 
what rights are given up by persons when they are inducted and 
whether there are serious infringements of constitutional rights in 
treatment of these persons. 

6. The subcommittee performs a service function for offices of 
United States Senators in assisting them in dealing with inquiries 
from their constituents on constitutional rights matters and in seeking 
information from Government agencies. 

The committee believes that the funds requested are fully justified 
for the important tasks involved. 

With kindest regards, I am 

Sincerely yours, 
James O. EastLanp, Chairman. 
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Budget—The Senate Judiciary Subcommittee on Constitutional Rights, Feb. 1, 1957 
to Jan. 31, 1958 








Num- | Base salary | Gross salary | Monthly | Total for 























Position ber | per annum per annum salary period of 
| |budget (gross) 
STAFF | 
Legal and investigative: 

Chief counsel and staff director... 1 $8,000 | $13,617.69 $1, 134. 80 | $13, 617. 69 
SE ae a ee 1 7,380 | 12, 6:96, 22 | 1, 065, 44 | 12, 696, 22 
Associate counsel_. 1 7, 320 | 12, 607. 05 | 1, 050. 58 | 12, 607. 05 
Assistant counsel-................. 2 4,620 | 8, 507. 66 | 708. 97 | 17, 015, 32 

Administrative and clerical: | | | | 

ou & € i iCal. | | | | 
Administrative secretary 1 | 2, 700 5, 220. 85 435. 07 5, 220. 85 
OEY ale mcirenteccbnswences 2 |} 2, 580 | 5,015. 31 | 417. 94 10, 030. 62 
a a a 1 2, 460 | 4, 809. 79 | 400. 81 4, 809. 79 
DPD chtarceucteuakss tebosesdanaccs 1 | 2, 400 4, 707. 03 392, 25 | 4, 707. 03 
Subtotal, staff expense.........- Ht Recckisnite beac abeis enol inch wesianonnben 80, 704. 57 

ADMINISTRATIVE 

Contribution to civil-service retirement fund (614% of total salaries paid after July 1, 1957)-- 3, 128. 41 
Travel (inclusive of field investigations) ._......--.. pie cmabinietebtnd amid decdbmicenna Ronni’ 5, 500, 00 
Hearings (inclusive of reporters’ fees) .....-...-...----------.----. a 12, 000, 00 
Witness fees, expense 10, 000, 00 
Stationery, office supplies od 1, 000, 00 
Communications (telephone, telegraph, post : fusekiuane® 2, 000. 00 
Newspapers, periodicals, journals, reference material_......--- tdci dah oats adiitu nadia 300. 00 
ee ciununink inaatnktenaesca’ ie ea Me a 367. 02 
EE a ae ee ee ee 34, 295. 43 
Total.....- as a i a i a | 115, 000, 00 
Less reduction proposed by Committee on Rules and Administration...................... | 15, 000. 00 
— = 
a a all i ceils | 100, 000. 00 


Fund requested, S. Res. 49, $115,000. 
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STUDY OF THE TRADING WITH THE ENEMY AND WAR 
CLAIMS ACTS 





January 25, 1957.—Ordered to be printed 





Mr. Hennino@s, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §. Res. 50] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 50) authorizing an investigation of the admin- 
istration of the Trading With the Enemy and War Claims Acts, 
having considered same, report favorably thereon with amendments 
and recommend that the resolution, as amended, be agreed to by the 
Senate. 

This resolution would continue until January 31, 1958, inclusive, 
the current study now being conducted within the Committee on the 
Judiciary into the administration of the Trading With the Enemy and 
War Claims Acts. 

Amendments added to it by the Committee on Rules and Adminis- 
tration reduce the amount asked for such inquiry from $60,000 to 
$35,000 and require that contingent funds of the Senate which are 
used to pay the salaries of committee employees pursuant to this 
resolution must also be used to pay the salary of one top employee to 
be selected by the minority. 

The purposes of the resolution are set out in a letter from the chair- 
man of the Committee on the Judiciary, Senator James O. Eastland, 
to the chairman of the Rules and Administration Committee, Senator 
Thomas C, Hennings, Jr., which, with an accompanying budget, is 
as follows: 

Unitep Srates SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 22, 1957. 
Hon. Tuomas C. Henninas, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear SENATOR HennINGs: The Senate Committee on the Judiciary 

reported out today Senate Resolution 50, providing for a continuation 
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of the subcommittee to complete its studies of legislation and to con- 
duct a continued “examination and review” of the administration of 
the Trading With the Enemy Act; and a review of the administration 
of the War Claims Act of 1948, as amended. 

The work of the subcommittee was first authorized by Senate 
Resolution 245 of the 82d Congress, 2d session, and continued to 
January 31, 1957. $41,250 was appropriated for the 11 months 
period by Senate Resolution 171, approved February 17,1956. Senate 
Resolution 50 proposes the sum of $60,000 for the essential expenses 
of these undertakings. 

There were 12 bills under consideration by the subcommittee when 
the Congress adjourned on July 27, 1956. The subcommittee had re- 
ported a comprehensive bill, 8. 4205, which provided a method for the 
payment of American war damage claims and a full return of all vested 
assets, which method could be accomplished without the necessity of 
additional direct appropriations. Recognition of merit of the pro- 
posals contained in 5. 4205 is found in the fact that. six identical bills 
were immediately introduced in the House of Representatives follow- 
ing the introduction of S. 4205. On January 14, 1957, a revised 
edition of S. 4205 (S. 600) was introduced in the Senate, necessitating 
full hearings. Several bills amending either the Trading With the 
Enemy Act, as amended, or the War Claims Act of 1948, as amended, 
have already been introduced in this Congress. These will require 
extensive hearings, study and possibly reports to the Senate. 

The Resolution also provides that bills proposing amendments to 
the War Claims Act of 1948, as amended, be referred to the subcom- 
mittee for consideration. There were 22 bills proposing amendments 
to this act in the 84th Congress. The funds used by the Foreign 
Claims Settlement Commission in the administration of the War 
Claims Act are derived from the liquidated assets accruing under the 
Trading With the Enemy Act, as amended. Since the two acts are 
thus geared together, consideration of proposed amendments to either 
should be considered by the same subcommittee. 

The Trading With the Enemy Act, as amended, is a patchwork on 
the original act (October 6, 1917), with many amendments to it by 
the intervening Congresses, plus several Executive orders issued under 
the authority of the First War Powers Act (50 U.S. C. App. Sup. 616 
et seq.) and subsequent Executive orders under Reorganization Plans I 
(1947) and IT (1950). The entire act as thus amended has been under 
study. Its provisions are complex and require urgent revision and 
modification. An act is needed to replace existing statutes in order 
to simplify its administration in time of actual warfare and for 
emergency conditions short of war. Some study was made with a view 
to submitting a completely new statute to replace existing statutes, 
Executive orders, etc. These studies should be extended and addi- 
tional assistance given for their completion. 

For these tasks the subcommittee seeks the assistance of a full- 
time counsel, an assistant counsel, 1 research investigator and 3 
clerical assistants. 

Further hearings will be held and necessary expenditures will be 
incurred for travel, telephone service, etc. A copy of the proposed 
budget for the subcommittee is attached hereto. 

Sincerely yours, 


James O. Eastianp, Chairman. 
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Proposed budget of the subcommittee to examine and review the administration of the 


Trading With the Enemy Act of the Committee on the Judiciary for the period of 
Feb. 1, 1957, to Jan. 31, 1958, inclusive 

















Num- Base Gross Monthly Total for 
Position ber salary salary salary budget 
period 
a — ——. ED 
Legal and investigative: 
a seins nein 1 $8,000 | $13, 617. 69 $1, 134. 80 $13, 617. 69 
ROUGE COIR Sik os cic cc ne ccddemsatsoniin 1 6, 120 10, 823. 58 901. 96 10, 823. 58 
Investigator, Research....................... 1 4, 020 7, 481. 60 623. 46 7, 481. 60 
Administrative and clerical: 
CIM iia csc ccanncksnddeshéshudedsedssabaese 1 3, 300 6, 248. 46 520. 70 6, 248. 46 
PEE wiictnndosnnnneddécdcahaienee 2 2, 520 4, 912. 54 409. 37 9, 825. 08 
ME rk eG es ls el ee 6 | a ea eee ae | 47, 996. 41 
ADMINISTRATIVE 
Travel (inclusive of field investigations, field hearings)...............-...-......-..-----.---- $2, 500. 00 
Misertags Cnatiaehve Of COSTES BOGE)... cacnscicnncnensanenestoctsessseccetenmeemibadods 4, 000. 00 
We ees BOE, SNOTINND..... on. conncencncccnutctenuegnanectenneatiennadsntiadéieainneainieiadaenan 1, 000. 00 
DORRIOMIET YT, GEICO GRDTIOS «5 oe ncventwcnndiescucicnwinnduscosssuttesesonpeuseusebheebbaneddseuees 1, 000. 00 
Communications (telephone, telegraph, postage) .........-.-----.2--200------- n-ne enn ene---- 1, 500. 00 
CRIS FHI ooo none cance ecawcccnccsasaccneenscneccovessedmeadonenenadnaneeneanaanen 2, 003. 59 
WOGGR.. «+. ii: crissnintinmncstinccenssuieasininmibianteamsiuaniadumneatianamnaameetaina aia 12, 003. 59 
WS TORING oo inion snicin cnn nnn sndnccgesandscatsenhaodeneneserasatentinenaaaanan 60, 000. 00 
Less proposed reduction by the Committee on Rules and Administration.............-.....- 25, 000. 00 
DDE OE COE Sic nndciccicsnsatiommnunaimasdnnimneeioiaaeamaAl 35, 000. 00 
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INVESTIGATION OF IMMIGRATION AND 
NATURALIZATION MATTERS 


JaNuARy 25, 1957.—Ordered to be printed 


Mr. Henninoas from the Committee on Rules and Administration} 
submitted the following 


REPORT 


[To accompany §. Res. 51] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 51) authorizing an investigation of immigration 
and naturalization matters, having considered the same, report 
favorably thereon with amendments, and recommend that the reso- 
lution, as amended, be agreed to by the Senate. 

This resolution would continue the investigation and study being 
made by the Committee on the Judiciary into all immigration and 
naturalization matters until January 31, 1958. 

The amendments added by the Committee on Rules and Adminis- 
tration reduce the amount asked for such investigations from $102,000 
to $90,000 and require that Senate contingent funds which are used 
to pay the salaries of committee employees pursuant to this resolu- 
tion must also be used to pay the salary of one top employee to be 
selected by the minority. 

The purposes of the resolution are set out in a letter from the chair- 
man of the Committee on the Judiciary, Senator James O. Eastland, 
to the chairman of the Committee on Rules and Administration, 
Senator Thomas C. Hennings, Jr., which, with an accompanying 
budget, is as follows: 

Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON IMMIGRATION AND NATURALIZATION, 
January 22, 1957. 

Re Senate Resolution 51. 

Hon. Tuomas C. HENNINGs, Jr., 

Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrMan: May I respectfully call to your attention 

an original resolution which was approved by the Committee on the 
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Judiciary on January 22, 1957, and which will be referred to the 
Committee on Rules and Administration. This resolution provides 
funds to the committee to the extent of $102,000 for the period 
beginning February 1, 1957, and ending January 31, 1958, which funds 
are needed primarily to maintain the standing Subcommittee on 
Immigration and Naturalization. This is at the same rate of expendi- 
ture as was requested for the operation of the subcommittee during 
the last session of the 84th Congress. I am submitting herewith a 
copy of the resolution, as repor ted, and a proposed budget in connec- 
tion with the resolution. 

The expenditure of funds contemplated under this resolution is 
made necessary by the substantial and increasing workload of the 
standing Subcommittee on Immigration and Naturalization, which 
results chiefly from the tremendous number of private immigration 
bills and adjustment of status cases which are referred to the com- 
mittee, as well as routine referral items. In addition, numerous 
general immigration and naturalization bills are referred to the sub- 
committee, necessitating detailed study, hearings and recommenda- 
tions and it may be anticipated that in view of the current wide- 
spread interest in immigration matters, the workload of the subcom- 
mittee in this respect will be substantially increased in the present 
session of the Congress. 

The standing Subcommittee on Immigration and Naturalization 
has been maintained exclusively by funds provided by special resolu- 
tions since the second session of the 81st Congress, and is presently 
maintained from funds made available pursuant to Senate Resolution 
172 of the 2d session of the 84th Congress. That resolution pro- 
vided $93,500 for an 11-month period to expire on January 31, 1957. 

To assist you in your consideration of this resolution and proposed 
budget, the workload of the standing Subcommittee on Immigration 
and Naturalization is hereafter described briefly under separate 
headings, for your convenience. 


I. PRIVATE IMMIGRATION AND NATURALIZATION BILLS 


A total of 1,714 private immigration and naturalization bills were 
referred to the subcommittee during the 84th Congress. Of that 
number, 1,450 were disposed of, 1,025 of which were reported favor- 
ably to the Senate by the full Judiciary Committee and 425 were in- 
definitely postponed. The remaining 264 were pending in the com- 
mittee at the close of the 84th Congress. 

To reflect properly the actual number of private-bill cases handled 
by the subcommittee, the foregoing figures should be adjusted because 
of the practice of the House of Representatives of consolidating into 
one joint resolution several beneficiaries of individual private immigra- 
tion bills. In the case of such joint resolutions, each case incorporated 
is in the nature of an individual private bill and the processing of such 
cases is essentially the same as that of other private immigration bills. 
Therefore, the actual number of private immigration-bill cases referred 
to the subcommittee was 2,114, of which number 1,822 cases were 
disposed of and 292 cases were pending at the close of the 84th Con- 
gress. This may be compared with the 1,958 private-bill cases 
referred to the subcommittee during the 83d Congress. 
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Consideration of the average private-bill case requires approxi- 
mately 3 hours by a professional staff member. In a typical case this 
involves (a) docketing of the case and preparation of the file; (6) solici- 
tation of reports from Government agencies, the sponsor, and inter- 
ested parties; (c) interviewing interested parties, study of reports and 
other information and preparation of résumé of the facts for the sub- 
committee; (d) discussion of case with the subcommittee, and 
thereafter in the full committee; and (e) preparation of report to 
the Senate on the case if committee action is favorable. 


II. ADJUSTMENT OF STATUS CASES 


Under the provisions of the Immigration and Nationality Act, the, 
Displaced Persons Act and the Refugee Relief Act of 1953, the 
Attorney General is empowered to adjust the status of certain deport- 
able aliens and aliens in a refugee status to that of aliens lawfully 
admitted for permanent residence, but such adjustment of status 1s 
subject to affirmative congressional approval in certain categories of 
“Aases. 

At the beginning of the 84th Congress there were pending in the 
committee 537 cases involving the adjustment of the status of deport- 
able aliens under the suspension-of-deportation procedure. To that 
number of pending cases were added 2,029 additional cases submitted 
since the beginning of the Congress, making a total of 2,566 cases. 
Of the total number of cases pending before the subcommittee during 
the 84th Congress, 1,550 were approved, 12 were withdrawn by the 
Attorney General and 39 cases were not approved, leaving 965 cases 
“in process” at the time of the close of the 84th Congress. 

At the beginning of the 84th Congress there were pending in the 
subcommittee 474 cases involving applications for adjustment of 
status under the Displaced Persons Act of 1948, as amended. To 
that number were added 407 additional cases, making a total of 881 
cases. Of the total number of cases referred, 766 were approved; 
3 were withdrawn by the Attorney General; 10 were held for further 
information; and 54 were not approved, leaving 48 cases ‘‘in process” 
at the time of the close of the 84th Congress. 

At the beginning of the 84th Congress there were pending in the 
subcommittee 41 cases of adjustment of status under section 6 of the 
Refugee Relief Act of 1953, as amended. To that number were added 
4,767 additional cases, making a total of 4,808 cases. Of the total 
number of cases referred, 2,740 were approved, 34 were withdrawn 
by the Attorney General; 360 were not approved; and 31 were held 
for further information, leaving 1,643 cases “in process” at the time 
of the close of the 84th Congress. 


III GENERAL IMMIGRATION AND NATURALIZATION BILLS 


The workload of the subcommittee was increased considerably 
during the 84th Congress because of the widespread interest in the 
administration and operation of the Immigration and Nationality 
Act, and the many bills proposed to revise it. There were referred 
to the subcommittee 19 general immigration and naturalization bills 
during the 84th Congress; 2 of these bills were disposed of, 1 of which 
number was reported favorably to the Senate by the full Judiciary 
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Committee, 1 was indefinitely postponed, and there were 17 bills 
pending before the subcommittee at the time that the 84th Congress 
adjourned. The subcommittee staff was required to devote sub- 
stantial amounts of time in conferences and consultations with 
United States Senators, their assistants, personnel in executive 
departments, representatives of nongovernmental voluntary agencies 
engaged in immigration and naturalization activities, bar associations, 
officers of commercial and industrial enterprises affected by provisions 
of the act and its implementing regulations, and interested members 
of the general public. 

In view of the current widespread interest in our immigration 
problems, stimulated by the Hungarian refugee situation, it may be 
anticipated that additional public hearings, together with continued 
research and studies, will be required in the present session of the 
Congress. The administration has already indicated that requests 
will be submitted to the Congress for substantial changes in the 
immigration and nationality laws. 

In addition to a consideration of the new general immigration and 
naturalization bills referred to the subcommittee each session, the 
staff of the subcommittee must make a continuing study of the 
Immigration and Nationality Act (Public Law 414, 82d Cong.) which 
became effective on December 24, 1952, in order to assure a fair and 
effective interpretation and administration of the new act. Con- 
siderable work-hours of the staff have been and will continue to be 
utilized in conference with administrative enforcement officials of the 
executive branch, in research, and in the study of rules and regulations 
and administrative interpretations. 

It is necessary for the subcommittee staff to maintain continuous 
liaison with the various branches of the executive departments con- 
cerned with the administration of the immigration and nationality 
laws and it is expected that numerous informal sessions and confer- 
ences will be held, as in the past, between members of the staff and 
officials of the Visa Office and the Passport Office of the Department 
of State, the Immigration and Naturalization Service, and the Board 
of Immigration Appeals concerning administrative problems in the 
enforcement of the Immigration and Nationality Act and other 
immigration and nationality laws. Members of the staff of the sub- 
committee consult daily with other senatorial staff members in con- 
nection with problems arising under the act. 


IV. REFERRAL ITEMS AND CORRESPONDENCE 


The subcommittee has an extensive workload of referral items from 
Senators’ offices and correspondence which cannot be statistically ap- 
praised but which necessitates considerable hours of work by the staff. 

The present subcommittee staff consists of 5 staff members and 
3 stenographers. As previously pointed out, the instant resolution 
provides for a sum of $102,000 to operate the subcommittee during 
the current 12-month period, which is at the same rate as requested 
for the last session of the 84th Congress. This request for funds to 
operate the subcommittee during the current period is based upon 
the staff requirements under the present workload and an anticipated 
increase in the volume of work. Consideration of proposed revisions 
of the Immigration and Nationality Act in the past session of the 
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Congress necessitated extensive investigations and hearings, and con- 
tinuation of such activity by the subcommittee in the current period 
will necessarily result in increased demands for liaison and consulta- 
tion with officials of the Visa Office and Passport Office of the Depart- 
ment of State, the Immigration and Naturalivation Service, the Board 
of Immigration Appeals, the United States Public Health Service and 
other interested branches of the executive department in addition to 
the normal activities of the subcommittee staff. Conferences with pri- 
vate organizations, individuals and industry interested in revisions 
of the act will continue to impose additional demands upon the sub- 
committee staff. Consideration of proposals to revise the Immigra- 
tion and Nationality Act has also resulted in an increased emphasis 
on the research functions of the subcommittee staff which, in turn, 
requires the necessary staffing for that purpose. In addition, the 
increasing number of private immigration bills referred to the sub- 
committee, with requests for hearings in connection therewith in 
many cases, has contributed to an increased workload. 

In view of the fact that the funds provided to the committee 
pursuant to Senate Resolution 172 of the 2d session of the 84th 
Congress will be exhausted on the 31st day of this month, it is of 
the utmost urgency that this resolution be given the earliest possible 
consideration by the Committee on Rules and Administration, and 
your cooperation in procuring early approval of the resolution will 
be deeply appreciated. 

If there is any further information which you may need in the 
consideration of this matter, I shall be pleased to supply it to you 
promptly. 

With kindest regards, I am 

Sincerely yours, 
James QO. Eastuanp, Chairman. 
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Proposed budget, standing Immigration and Naturalization Subcommittee, 


Committee on the Judiciary, Feb. 1, 1957, through Jan. 31, 1958 











Legal and investigative: 





Senate 





i 
| | Base Gross Monthly Total for 
Position | Num- | salary (per | salary (per| — salary period of 
ber annum) | annum) (gross) budget 
| (gross) 
| 
STAFF | | 
} 








Staff director a tb dddbddsacceddmeoned 1 $8,000 | $13,617.69 | $1,134.80 | $13, 617.69 
Professional staff member_...........------ | 1 8, 000 13,617.69 | 1,134. 13, 617. 69 
Be PrehcbSsndhnevetecdcacmndactctcas 1 | 6, 540 11, 447. 79 ‘ | 11, 447. 79 
NN i oth nce as bunch dpi 1 6,540 | 11, 447.79 | 11,447.79 
Research: 
NR is ten eos oo 1 | 6,000 | 10, 645, 24 887. 10 10, 6454, 24 
SIE TOI. is ccnikenis ninmatsiemiainianee 1 4, 920 8, 998. 12 749. 84 | 8, 998, 12 
Clerical: 
Secretary to staff director.................- 1 | 3,480 | 6, 556.74 | 546, 39 | 6, 556. 7 
File and record clerk. .............--..-..- 1 3,480 | 6,556.74 | 546. 39 6, 556, 74 
INES «Sct i i 2 2,520} 4,912. 54 | 409, 37 9, 825. 08 
Total number. ---- foeedone ata DD hbk nn ceMcwnad hadedanotdecfeebacvacdeud 92, 712, 88 
Subtotal salaries contribution to Federal em- | | 
ployees’ group life insurance_..............--.|--....-- INE Te aliaeainenbeeaeiemaisiiebas ae 200. 00 





| 
: , i se 
Contribution of 614 percent to civil service | 
retirement fund for 7-month period July 1, | | 
1957 through Jan. 31, 1958 


Subtotal, staff expense 





ADMINISTRATIVE 

nn ORION 000 TIE SORE nn in pbamencninpenabocenesebwasksone | 
Hearings nN 5 oe oc nbecenbbeditswebabecebudetousadusenbtbheeod wabebed 
CUENOGED, CUNOO BRDU. osc 6 on eneccscswsentromemeonss a pcp aehibnedipeadenen | 
Communications (telephone, telegraph)..........-.-.--..-------------------- — atsaneboerutal 
I os eben dadbaensuneacecasukseeenecen Kusibacsnindekdiians 

Ge, TILES CRON anon cc cciccecn ici nninbesctcdscccseceddesntessaddcsscs 

Total pe ee a Toe eet ae acy iesag an eetianindipaetntstlds dole eoeipiekenaedt 
Less reduction proposed by Committee on Rules and Administration..............--....--.- 

Amended total_- bites hb deci aolade eda aibepsba wines aisine bein ihwbibautmua baud’ | 





Fund request, S. Res. 51, $102,000. 


92, 912, 88 





$2, 000. 00 
2, 600, 00 
275. 00 
350, 00 
339. 16 


5, 564. 16 


102, 000. 00 
12, 000, 00 


90, 000. 00 
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STUDY OF EMIGRATION OF REFUGEES AND ESCAPEES 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninocs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S8. Res. 53] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 53) authorizing an investigation of problems 
pertaining to certain European and Asiatic countries, having con- 
sidered the same, report favorably thereon with amendments, and 
recommend that the resolution, as amended, be agreed to by the 
Senate 

This resolution would continue the current investigation of the 
Committee on the Judiciary into matters affecting the emigration of 
refugees and escapees until January 31, 1958. 

The amendments added to it by the Committee on Rules and 
Administration correct a date, reduce the requested amount from 
$47,500 to $45,000, and further require that Senate contingent funds 
which are used to pay the salaries of committee employees pursuant 
to this resolution must also be used to pay the salary of one top 
employee to be selected by the minority. 

The purposes of the resolution are contained in a letter from the 
chairman of the Committee on the Judiciary, Senator James O. East- 
land, to the chairman of the Committee on Rules and Administration, 
Senator Thomas C. Hennings, Jr., which, with an accompanying 
budget, is as follows: 


Unrrep Sratrs SENATE, 
COMMITTEE ON THE JUDICIARY, 
SuBcoMMITTEE To INvESTIGATE PROBLEMS CONNECTED 
Wits Emicration oF ReruGgees AND ESCAPERS, 
Washington, D. C., January 22, 1957. 
Re Senate Resolution 53. 
Hon. Tomas C. HENNINGs, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 
Dear Senator HenninGs: Your attention is respectfully directed 
to a Senate resolution which was approved today by the Committee 
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on the Judiciary further extending the authority to conduct a study 
of the problems of certain Western European nations and countries 
of the Near, Middle, and Far East created by the flow of escapees and 
refugees from Communist tyranny. The resolution, as approved by 
the committee, would enlarge the investigative scope by the inclusion 
of the countries of the Near, Middle, and Far East and would extend 
the operative life of the Special Subcommittee To Investigate Prob- 
lems Connected With Emigration of Refugees and Excapees to 
January 31, 1958. 

The recent Hungarian crisis which resulted in some 174,000 persons 
fleeing from Hungary to Austria during the period October to Decem- 
ber 1956 will demonstrate the need for the closest surveillance over 
this highly incendiary and pressing refugee problem. The reports 
reaching this country of the numbers and condition of refugees in 
countries of the Near, Middle, anc Far East would indicate the need 
for the investigation beirg extended to those areas. It should also 
be pointed out that the German icfvgee problem has not been solved 
as it is conservatively estimated tuat some 3,000 persons a month, 
from the neighboring satellite countries, seek sanctuary within the 
German border. 

I am also attaching a copy of a proposed budget covering the period 
embraced by the resolution. 

I earnestly solicit your sympathetic cooperation to the end that the 
resolution may have early and favorable consideration by the Com- 
mittee on Rules and Administration. 

With kindest regards, I am 

Sincerely, 
JAMES OQ. Eastiuanp, Chairman. 


Proposed budget of the Subcommittee on Refugees and Escapees of the Committee on 
the Judiciary for the period Mar. 1, 1957, to Jan. 31,1958, inclusive 
































Num- Base Gross Monthly | Total for 
Position ber salary salary salary period of 
budget 
STAFF | 

Preteens ae: Weuneel.....ng cccccscscswnnetdes 1 $8, 000 $13, 617. 69 | $1, 134.80 $12, 482. 80 

Administrative staff: 
I isekncdbdocidddcsncddascocn 1 2, 700 5, 220. 85 435. 07 4, 785. 77 
a 1 2, 700 5, 220. 85 435. 07 4, 785. 77 
NG celeb ai eabksthdebddsdamedidcabie® 1 2, 700 5, 220. 85 435. 07 4, 785. 77 
Ne ee rae es TE eh esate acemes 26, 840. 11 
Lat | | panne 

ADMINISTRATIVE 

al eecclaniah dish lectlchllinaat lienininsctiheies teat ditgainienintibitimnnmmeia 12, 000. 00 
eee meesmerenener Gin (VEIN 60 8S hd  nchbde insta nenweccucodencnencasnene 2, 800. 00 
ne, Se OL... cea nee enRe nee teinbenersmesenenananenns 2, 100. 00 
OES ES ESET ES EE SE ES 2, 900. 00 
DERRERRROIUS CIN ac accininndcndeb sini ridncctétiinnsrstamthssstapesnpanonsscéenesbos 859. 89 
es ts ol dt ch ehdeadabinntabhadededbebninedwedvebdeddeascece 20, 659. 89 
I, Aah OO. cat on Eh ok oh en cencckeousucebsedeponngonenenquesen he 47, 500. 00 
Less reduction proposed by the Committee on Rules and Administration...............----. 2, 500. 00 
I I iii dcrtininitennsdmrdanininwencscdenbmbnbbblniaoonnbadiahelleinn 45, 000. 00 
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STUDY OF JUVENILE DELINQUENCY 





JANUARY 25, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 52] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 52) authorizing an investigation of juvenile 
delinquency in the United States, having considered the same, report 
favorably thereon with an amendment and recommend that the 
resolution, as amended, be agreed to by the Senate. 

This resolution would continue the current investigation being 
made by the Committee on the Judiciary into the field of juvenile 
delinquency until January 31, 1958, and authorize the expenditure of 
$50,000 therefor. 

The amendment added to the resolution by the Committee on 
Rules and Administration would require that Senate contingent funds 
which are used to pay the salaries of committee employees pursuant 
to this resolution must also be used to pay the salary of one top 
employee to be selected by the minority. 

The purposes of the resolution are set out in greater detail in a 
letter from the chairman of the Committee on the Judiciary, Senator 
James O. Eastland, to the chairman of the Committee on Rules and 
Administration, Senator Thomas C, Hennings, Jr., which, with an 
accompanying budget, is as follows: 


Unrrep Starses SENATE, 
CoMMITTEE ON THE JUDICIARY; 
January 22, 1957; 
Re Senate Resolution 52 
Hon. Tromas C, Huenninos, Jr., 
Chairman, Committee on Rules and Administration, . 
United States Senate, Washington, D. C. 

Dear Senator Henninos: During the 84th Congress, 2d session; 
the Subcommittee To Investigate Juvenile Delinquency continued its 
investigations in a number of areas. 
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Hearings were held on numerous bills referred to the subcommittee 
and, in addition, the subcommittee drafted and introduced 20 pieces 
of legislation dealing with the various problems discovered in the 
course of the subcommittee’s work. 

Two of the bills coming from the subcommittee were enacted into 
law. One authorized aftercare payments by the Youth Division of 
the United States Parole Board, and the other authorized the Post- 
master General to hold and detain mail for temporary periods in 
certain cases. This bill was designed to curb the tremendous mail- 
order business in pornographic pictures and literature. 

Two other bills of the subcommittee were passed by the Senate but 
were not brought before the House sufficiently early for passage before 
adjournment. 

The subcommittee conducted hearings in five major problem areas 
during 1956: Interstate adoptions, utilization of surplus military prop- 
erty for juvenile institutions, exploitation of minors in organize dc rime, 
treatment and rehabilitation of youthful narcotic addicts, and juvenile 
delinquency among the Indians. In addition, community hearings 
were held in Newark, N. J., and St. Louis, Mo. 

Reports were issued by the subcommittee on education, motion 
pictures, youth employment, religion, pornographic literature, juvenile 
delinquency in Alaska, and juvenile delinquency in St. Louis, Mo., 
during the year. 

Although much progress has been made in preventing juvenile 
delinquency throughout the Nation, we are still faced with an increas- 
ing number of children coming to the attention of the police and 
juvenile courts. There was an 11.5 percent increase this year over 
last year in the number of court cases, with some areas showing as 
much as a 41 percent increase. 

Meeting the problems of juvenile delinquency is a long-range project 
as the causes of delinquency go into every facet of society. 

During the next year, the subcommittee intends to investigate and 
hold hearings in the following areas: 

Rehabilitation and treatment of youthful narcotic addicts. 
Two days of hearings have been held on this subject and expert 
witnesses have testified concerning the complete lack of adequate 
facilities for treatment and aftercare of young drug users. Legislation 
to provide an affirmative treatment program is being developed by the 
subcommittee. 

2. Exploitation of minors in organized crime. The subcommittee 
held he: arings on this subject, dealing particularly with the exploita- 
tion of young girls by confidence operators. These operators directed 
large interstate operations throughout the Nation, bilking unsuspect- 
ing elderly persons of millions of dollars annually. Young girls 17 
to 20 years old were used almost exclusively to carry out the confidence 
scheme. 

The subcommittee plans to explore the use of teen-age girls in the 
nude modeling racket, prostitution, and other forms ‘of vice. Re- 
cently, in Philade Iphia, Pa., the subcommittee found a ring of fake 
model agents inducing over 100 girls, ranging in age from 14 to 18, to 
pose for nude, perverted pictures. These same girls were also used 
as prostitutes and on occasion were sent into New Jersey, New York, 
and Pennsylvania. It is believed that this practice is widespread, 
particularly as it involves nude modeling for pornographic pictures. 





STUDY OF JUVENILE DELINQUENCY 3 


3. Exploitation of children in migrant labor. Three large streams 
of migrant labor flow from South to North each year. Children are 
brought into the New York-New Jersey area from Florida, riding 
several days in open trucks. They often cannot attend school or 
have the use of local community services because of residence 
requirements. 

‘Ten and 12-year olds work in the fields; younger childern are left 
by their migrant-worker parents with no provision made for caring for 
them during the daytime. 

There is a vast interstate problem in the migrant labor field. The 
States have been lax in coping with the legislative needs in this field; 
Federal legislation is needed in this area. On the State level, improved 
housing is needed for migrant workers, as well as a need for day-care 
centers and the availability of school facilities. 

4. Interstate transportation of firearms that are eventually used 
illicitly by juveniles. Firearms which have been shipped by express in 
interstate commerce are falling into the hands of youngsters who use 
the guns in gang warfare and stickups. Police departments from the 
various urban areas report that many of the guns used by youngsters 
have come from out of State. There is a need for studying possible 
revision of the National Firearms Act to stop this traffic. 

5. Study of various State youthful offender acts and their incorpo- 
ration into the Federal act. In the New York Youthful Offender 
Act, as soon as a boy between 16 and 20 is arrested, before any affirma- 
tive court action is taken, a psychological study is made and a com- 
plete social history is developed. This is contrasted with the National 
Youthful Offender Act, which comes into operation only after a boy 
has been convicted. In the New York Youthful Offender Act, the 
report made on the boy is given to the judge for his determination 
whether the minor should have the benefit of the Youthful Offender 
Act, that is, whether he is a good potential subject for rehabilitation. 
If the decision is in the affirmative, the minor is then treated as a 
youthful offender, which means that all papers in the criminal prose- 
cution are sealed and the minor is protected against a criminal record. 
The youthful offender can either be sent to a corrective institution or 
placed on probation. 

6. Exploitation of juveniles in the entertainment field and night 
clubs. Many girls working in secondary night clubs, B-joints, clip 
joints, and the like are juveniles and are transported from State to 
State. They carry false identification cards or none at all. This 
problem, of course, is tied with the use of liquor in cafes and cabarets 
and the licensing of these places. Revocation of licenses usually 
takes years and is often a farce in reality. There are also abuses 
involving minors in the performing arts, especially in carnivals, 
circuses, and questionable modeling agencies. The Verdi Bar in 
New York City is an example of flagrant violation of licensing laws 
The Verdi was a bar where 14- and 15-year old boys (runaways from 
out-of-State reform schools) went to meet adult homosexuals; from 
the Verdi Bar they went into a nearby basement where they went 
through marriage ceremonies and thereafter lived together as man and 
wife. 

7. The entire area of institutions for detention of juveniles and 
youth, particularly seriously emotionally disturbed young people, 
1as been studied by the subcommittee and there is definite need 
for further work in this field. 

23001°—58 _S. Rept., 85-1, vol. 1——8 








4 STUDY OF JUVENILE DELINQUENCY 


8. In addition to these hearings, the subcommittee will necessarily 
conduct hearings on legislation coming under its jurisdiction. 

The subcommittee is also required to handle voluminous correspond- 
ence from educators, religious leaders, judges, social workers, and lay 
persons interested in preventing delinquency, as it has assembled the 
only comprehensive collection of data on this social problem. 

Attached is the proposed budget for the Subcommittee To Investigate 
Juvenile Delinquency, showing how the requested funds would be 
disbursed in meeting the objectives herein set forth. 

The fight against juvenile delinquency is vital in safeguarding our 
Nation’s greatest asset—the young people who will take over its 
responsibilities and determine its future. I urge approval of the 
proposed budget since these funds would enable the subcommittee 
to make its contribution toward that goal. 

With kindest regards, I am 

Sincerely, 
JAMES QO. EASTLAND, 
Chairman, 


Proposed budget of the Subcommittee of the Committee on the Judiciary to Investigate 
Juvenile Delinquency in the United States for the period Feb. 1, 1957, to Jan. 31, 
1958, inclusive 























Num- Base Gross Monthly | Total for 
Position ber salary salary salary budget 
period 
STAFF 
Legal and investigative: 
PPG IIE. = a necasdevactouscenenes 1 $8,000 | $13,617.69 | $1,134.80] $13, 617.69 
NN incre bisa eiepsbcaeieerinnatan 1 3, 780 7, 070. 56 589. 21 7, 070. 56 
Editorial and research: Research Director..... 1 4, 320 7, 995. 40 666. 28 7, 995, 40 
Administrative and clerical: 
Chief clerk-secretary......-..............-- 1 3, 480 6, 556. 74 546. 39 6, 556. 74 
IE oocdinc dc nsnccnccdscunsccncenes 1 1, 680 3, 480. 59 290. 04 3, 480. 59 
EE ec nccitinipecetaiantinnomtammncmmen DA ccksnbinanetbmetebenniig indienne’ 38, 720. 98 
ADMINISTRATIVE 
Travel (inclusive of investigations and hearings)... ...2.. 2. een eee c enc ce ce ccecccccccccenee 6, 000. 00 
i a hin it eidinel 2, 000. 00 
eT Re dk da base ded enitbudidanadddasesésbobinddddseosdacheactnminnbbhids 1, 500.00 
ac 0 dass cin a cednik ok asiandhiaeiensaebnininaknedmbnniaeed webkaiued 500. 00 
Communications (telephone, telegraph, postage) ............-.......----------- 2+ eae ee ee 1, 279. 02 
Te SOE ie aan aibianoetnen etapa Dincapebmgnins nietagndeidiianteanaseb abepenin 11, 279. 02 
STII IIR, SNL: Cin sciscinninssd tincisiniisdilinsrt Gkeihamaaiaseie pinnae nnemanS tednimbipwdpmlinmstel 50, 000. 00 
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INVESTIGATION OF NATIONAL PENITENTIARIES 


JANUARY 25, 1957.—Ordered to be printed 


Mr. Hewnninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany 8. Res. 56] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 56) authorizing an investigation of national 
pevitentiaries, having considered the same, report favorably thereon 
with an amendment, and recommend that the resolution, as amended, 
be agreed to by the Senate. 

This resolution would permit the Committee on the Judiciary to 
examine, investigate, and inspect national penitentiaries until January 
31, 1958, inclusive, and authorizes the expenditure of $5,000 during 
that time. 

The amendment added to the resolution by the Committee on 
Rules and Administration would require that Senate contingent funds 
which are used to pay the salaries of committee employees pursuant to 
this resolution must also be used to pay the salary of one top employee 
to be selected by the minority. 

The purposes of the resolution are set out in a letter to the chairman 
of the Committee on Rules and Administration, Senator Thomas C, 
Hennings, Jr., from the chairman of the Committee on the Judiciary, 
Senator James O. Eastland, which, with an accompanying budget, 
is as follows: 

Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 22, 1957. 
Re Senate Resolution 56. 
Hon. THomas ©, HEenninGs, Jr., 
Chairman, Senate Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator Hennines: I am enclosing a copy of an original 
resolution and a budget for the Standing Subcommittee on National 
Penitentiaries, which has been approved by the committee, 
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The Standing Subcommittee on National Penitentiaries has been in 
existence since the 80th Congress. While its needs have always been 
modest, as is shown by the fact that appropriations for it have ranged 
between $5,000 and $8,600 during its existence, its effectiveness in 
building morale among inmates and administrative personnel in our 
Federal penal institutions has been considerable. The subcommittee 
affords the personnel of our Federal penal institutions an opportunity 
to bring their problems in regard to discipline, food, health, and recrea- 
tion for inmates directly to the attention of the Senate. It further 
provides Members of the Senate an opportunity to speak directly 
to inmates and to hear any grievances which the inmates may feel they 
have. The subcommittee believes that this has been a factor in de- 
terring riots, attempted escapes, and the like, as it provides a real 
opportunity for inmates to tell their stories to an outside observer. 
It is gratifying to the subcommittee that since its establishment no 
serious riot has occurred at any Federal penal institution. 

During the past session members of the subcommittee have visited 
Federal penal institutions at Seagoville, Tex.; Alderson, W. Va.; Dan- 
bury, Conn.; Atlanta, Ga.; and Alcatraz. 

The subcommittee has incurred no expenditures for staff personnel 
during the past session and the proposed budget which is submitted 
for the present session does not anticipate any expe ‘nditures for staff. 
The modest appropriation which has been recommended by the com- 
mittee is designed to provide only for travel, hearings, including 
reporters’ fees, witness fees, and incidental expenses. 

With kindest regards, I am, 

Sincerely yours, 


’ 


James QO. EastTuanp, Chairman. 


Proposed budget of the Subcommittee on National Penitentiaries of the Committee on 
the Judiciary, for the period from Feb. 1, 1957, through Jan. 31, 1958, inclusive 


RIN Bats. 90 ce ores. eh a a Sei ie onaaneawec ch None 
Administrative: 
I rt at gee os ale $3, 500 
Hearings (inclusive of reporters’ fees) : ae. rare EDO 
Witness fees, expenses, communications, supplies, incidental ex- 
NN hth CES Li eto Seb dak Guile Abbe eed 500 
aa ach Gs caret ariel agian ar ene teg tne ROE esi wien wits 5, 000 
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STRENGTHENING THE FEDERAL CRIMINAL CODE 





JANUARY 25, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 54] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 54) authorizing a study of matters pertaining 
to the strengthening of the Federal Criminal Code, having considered 
the same, report favorably thereon, with amendments, and recommend 
that the resolution, as amended, be agreed to by the Senate. 

This resolution would continue through January 31, 1958, the 
current study now being maintained by the Committee on the Judi- 
cilary pertaining to the strengthening of the Federal Criminal Code 
in matters such as narcotics and organized interstate criminality. 

The amendments added to it by the Committee on Rules and 
Administration reduce the amount asked from $43,000 to $40,000 and 
require that Senate contingent funds which are used to pay the 
salaries of committee employees pursuant to this resolution must 
also be used to pay the a of one top employee to be selected by 
the minority. 

The purposes of the resolution are contained in a letter from the 
chairman of the Committee on the Judiciary, Senator James QO. 
Lastland, to the chairman of the Committee on Rules and Administra- 
tion, Senator Thomas C. Hennings, Jr., which, with an accompanying 
budget, is as follows: 

Unirep Sratres SENATE, 
CoMMI?’TEE ON THE JUDICIARY, 
January 22, 1957. 
Hon. Tuomas C. HENNINGs. Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: This is in reference to the resolution which 
has been reported by the Committee on the Judiciary (S. Res. 54), 
providing that the Subcommittee on Improvements in the Federal 
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Criminal Code be authorized expenditures of $43,000 for the period 
from February 1, 1957, through January 31, 1958, for the purpose of 
studying, devising, and obtaining the enactment of various legisla- 
tive proposals designed to strengthen and improve the Federal 
Criminal Code. 

The investigation into the illicit narcotics traffic authorized by 
Senate Resolution 166, 84th Congress, is completed and the subcom- 
mittee has submitted its findings and recommendations in four major 
— dealing with the problem (S. Repts. 1440, 1850, 1977, and 

203: We have succeeded in securing the enactment of omnibus 

Ee itso (Public Law 728, 84th Cong., entitled ‘‘Narcotic Control 
Act of 1956’’) and also legislation (Public Law 764, 84th Congress, 
entitled “Drug Control Act for the District of Columbia’’) for coping 
with the illicit narcotics menace in our society. The Senate also 
adopted four resolutions (S. Res. 287, 288, 289, and 290) of the sub- 
committee designed to strengthen international controls over the 
production and smuggling of opium, heroin, marihuana, and other 
dangerous drugs. Additional legislation (S. 4296, 84th Cong., en- 
titled “Treatment and Rehabilitation of Drug Addicts’’) will be 
reintroduced in the near future and, we have been advised, will 
receive the early consideration of the Committee on Labor and 
Public Welfare. 

lhe subcommittee also prepared and had printed, as Senate 
Document 120, a comprehensive summary of all Federal legislation, 
statutes, Executive orders, regulations and agencies for control of the 
illicit narcotics traffic in the United States, including international, 
State, and certain municipal regulations. This document has been 
made available to Federal, State, and local law enforcement officers 
throughout the country as an important reference and guide in their 
efforts to combat the illicit narcotics traffic. 

The investigation has revealed many gaps and weaknesses in 
our Federal Criminal Code which must be studied and corrected by 
legislation if we are to control organized crime in the United States. 
Federal and State law-enforcement officers and prosecutors repeatedly 
emphasized that the gravest crime problem today is that of organized 
interstate criminality and, further, they stress their lack of adequate 
means under existing Federal law to break up these operations—in 
narcotics, smuggling, liquor, racketeering, and other Wegal activities. 
The need, therefore, is to continue the study now underway leading 
to legislation including—among other things—a Federal habitual 
criminal statute; a revision of our obstruction of justice and perjury 
statutes; a conspiracy statute aimed at illegal interstate operations; 
and Federal prohibition of interstate transmission of gambling informa- 
tion. There is also the need to study granting the Government the 
right to appeal from orders suppressing the evidence in Federal criminal 
cases and the right to take depositions of witnesses where they might 
be deceased or unavailable at the time of trial. In addition, a careful 
inquiry is needed into the feasibility of paying a reasonable fee to 
court appointed defense attorneys in Federal cases which involve 
persons who are genuinely unable to bear the expense. 

The proposed budget for the period February 1, 1957, through 
January 31, 1958, is necessary in order to provide a minimum staff 
to handle the heavy workload and specific legislation in the substantial 
task of improving and strengthening the Federal Criminal Code. 
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The Committee on the Judiciary respectfully requests the favorable 
consideration of your committee on Senate Resolution 54, and the 
proposed budget of the subcommittee. 

With kindest regards, I am 

Sincerely yours, 
JAMES QO. EastLanp, Chairman. 
Proposed budget of Subcommittee on Improvements in the Federal Criminal Code 


of the Committee on the Judiciary for the period of Feb. 1, 1957, through Jan. 31, 
1958 





Position 


STAFF 


Legal and investigative: 
General counsel 
Attorney-investigator 

Administrative and clerical 


Clerical assist- 


| Number | 


Base Gross Monthly 
salary salary salary 
| 

1 | $8,000.00 | $13,617.19 $1, 134. 80 


1; 5,640.00 10, 110. 19 


842. 51 


Total for 
period of 
budget 


$13, 617. 19 
10, 110.19 





ants- 2 2, 580. 00 5, 015. 31 417. 94 10, 030. 62 
Saks ka ncivsectdentatnsadan 4 33, 758. 00 


ADMINISTRATIVE 











Travel (inclusive of field investigations, field hearings)...................-..----.----2 eee 2, 800. 00 
earines CGRRIETS GF PUOTUNES TION < 0 odo cwcdcurccdwecssrootbsskbbennsensernstidessadees 4, 742. 00 
Witness fees, expenses etsnibdoncans nando witha kb bkea bebek dathad tadwenacy pkey alae 500. 00 
OR CRRIINS, COO TINE os oon cdivinn cnn nao <cdacneanasndkieeinsebeeunedancdadenenesaneen 500. 00 
Communications (telephone, telegraph, postage) _ ....-. 2.2.2 n nee cece eee cece ccccce 700. 04 
SIS GHIIG oot occ cincncucenscesasdscun<s svttéonseneseatbusntieneaeeeansmmaaaaae a 7 
Gulvibtel, Geeta. 6's wn ncn ct nccdecdnsxecwncicindicndincnninnaieedeapgesiaagaes 9, 242. 00 
RECAPITULATION 
RN Ws en. | 6 La carmmiiciainiidelelanes inca nop sp Spee wn ws ss csc tiadien dahapave dealin aidieaiedls 33, 758. 00 
Total administrative. ...........-.---. vo dctubusinbuca ede caecehbabtawignaeimeaed bmeeaaieeee 9, 242. 00 
Total... sssaiira eles insti e presse ced mig sai Calon t:so = ar ciaaella tae = tees I ae nea ee 43, 000. 00 
Less reduction proposed by Committee on Rules and Administration...............-.--..... 3, 000. 00 
pe eee éousébécendiacusiiibedadibbaienedaaa meditate 40, 000. 00 


O 
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EXAMINATION OF THE ADMINISTRATION OF THE 
PATENT OFFICE AND PATENTS 





JANuARY 25, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


(To accompany 8. Res. 55] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 55) to examine the administration of the 
Patent Office, and statutes relating to patents, copyrights, and trade- 
marks, having considered the same, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution would continue through January 31, 1958, the cur- 
rent examination now being conducted by the Committee on the 
Judiciary into the administration of the Patent Office and of the review 
of statutes which presently relate to patents, trademarks, and copy- 
rights. 

The amendments added by the Committee on Rules and Adminis- 
tration reduce the amount asked for such study from $100,000 to 
$80,000 and would require that Senate contingent funds which are 
used to pay the salaries of committee employees pursuant to this 
resolution must also be used to pay the salary of one top employee to 
be selected by the minority. 

The purposes of the resolution are also contained in a letter from the 
chairman of the Committee on the Judiciary, Senator James O. 
Eastland, to the chairman of the Committee on Rules and Adminis- 
tration, Senator Thomas C. Hennings, Jr., which, with an accompany- 
ing budget, is as follows: 
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Unrirep States SENATE, 
CoMMITT£E ON THe JUDICIARY, 
January 22, 1957. 
Re Senate Resolution 55. 
Hon. THomas C. HENNINGsS, 
Chairman, Senate Committee on Rules and Administration, 
Senate Office Building, Washington, D. C. 

Dear Senator Hennines: The Committee on the Judiciary today 
approved an original resolution for an appropriation in the sum of 
$100,000 for the Committee on the Judiciary, or any duly organized 
subcommittee thereof, to investigate the administration of the 
Patent Office and the laws relating to patents, trademarks, and copy- 
rights, with the view in mind of improving the administration of 
Patent Office and to propose such amendments to title 35, United 
States Code, as may be deemed advisable under the circumstances 
after a proper investigation. 

During the 2d session of the 84th Congress, Senate Resolution 
209, agreed to February 8, 1956, appropriated the sum of $7,400 for 
the month of February 1956 and of this $1,355.74 was returned to 
the contingent fund of the Senate at the end of the resolution period. 
Senate Resolution 167, agreed to February 21, 1956, appropriated the 
sum of $100,833.34 for a similar purpose. By reason of careful 
handling of its funds and the carrying out of certain of its work for 
less cost than originally anticipated, the subcommittee has not 
expended the full amount appropriated and the sum of approximately 
$27,000 of the initial budget will, at the expiration of the resolution, 
namely, January 31, 1957, be returned to the contingent fund of the 
Senate. Accompanying this letter is appendix I, which is a report 
of the expenditures of the subcommittee for the period March 1, 
1956 to January 31, 1957, and a list of the staff members of the sub- 
committee, and appendix II, a similar report for the February 1 to 
February 29, 1956 period. 

The subcommittee has been extremely active during the year. Hear- 
ings were held and reports were issued on three important bills (H. R. 
2383, a bill to authorize awards for incentive contributions to national 
defense; S. 590 (payment of royalty to copyright owners for phono- 
graph records played on jukeboxes); and H. R. 2128, patent exten- 
sions); confirmation hearings were held with respect to Mr. Arthur W. 
Crocker to be Assistant Commissioner of Patents and Giles Rich to 
be a member of the Court of Customs and Patent Appeals. The 
research program in which studies are being conducted with respect 
to numerous problems in the patent field, has made considerable 
progress. The following three studies have been printed and are 
being distributed—Proposals for Improving the Patent System; The 
Patent System and the Modern Economy; and The Distribution of 
Patents Issued to Corporations (1939-55). Seven other studies are 
now complete and 32 additional research projects are now in prepara- 
tion and will be ready for printing in the immediate future. These 
studies are designed to provide the spade work on various complex 
aspects of the patent system which bears a direct relationship to the 
creativeness of inventors and technological advancement. 
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In addition, the subcommittee conducted investigations into several 
situations involving alleged abuse of patents. Among them was the 
hearing held regarding the activities of Syntex S. A. and affiliated 
companies in the United States and Mexico, directed to blocking 
competitors from the utilization of the cheapest sources from which 
cortisone and other “miracle drugs’ are made. The purpose of this 
activity, which was contrary to promises given to the Office of Alien 
Property as a condition to the obtaining of licenses under important 
patents held and owned by the United States Government, was to 
monopolize sales in these products to the United States pharmaceutical 
houses and to maintain high prices. These hearings achieved imme- 
diate results in that following extensive publicity in the Mexican 
press concerning the revelations of the hearings, the Mexican Govern- 
ment opened up sources of barbasco root to those companies which 
had heretofore been unable to produce this much needed material. 
As a result, there are now new and important sources for this material 
and the competition thus created has caused the prices to be reduced. 
Following the hearings, the Department of Justice convened the 
grand jury in New York and the Syntex anticompetitive activities are 
now under active investigation there. 

In addition, the staff has conducted inquiries into various complaints 
(mainly from small independent inventors) made to the subcommittee. 
This assistance to meritorious complainants will be continued as well 
as the research and study program which is now well underway. 
The legislative program outlined in Senate Report No. 1464 will be 
vigorously pursued. The need for a continuation of the subcommittee 
in this coming session is manifest. On behalf of the Judiciary Com- 
mittee, I urge the approval of the attached proposed budget since 
these funds will enable the subcommittee to make its contribution 
towards the goals set forth. 

Sincerely yours, 
James O. Eastianp, Chairman. 











4 EXAMINATION OF ADMINISTRATION 


Proposed budget of the Subcommittee on Patents, 
Committee on the Judiciary for the period Fe 


OF PATENT OFFICE 


Trademarks, and Copyrights of the 
b. t. 1957 


to Jan. 31, 1958, inclusive 








| Base Gross Monthly Total for : 
Position Number salary salary salary | period of 
| (per (per (gross) budget 
| annum) | annum) | (gross) 
| | coi) ie sb eer iis 
| 
STAFF | | 
Legal and investigative: 
I nd 1 | $8,000 | $13, 617. 69 $1, 134. 80 $13, 617. 69 
I i eanctlninsin ats 1 8,000 | 13,617. 69 1, 134. 80 | 13, 617. 69 
ORE ee cena cei re 1 | 5, 280 | 9, 575.15 | 797.92 | 
Investigator | 1 4,740 | 8, 703. 84 | 725. 
Consultants, when actu: ally el mployed 14 25. 00 241.1111 1, 2 | 
Administrative and clerical: 
a a es ae 1 | 5, 280 9, 575. 15 | 797. 92 | 9, 575. 15 
NE care 2 3, 360 6, 351. 22 529. 26 | 12, 702. 44 
RS 22 foie 4 SoS cy tel 2 1 | 2, 760 5, 323. 61 | 443. 63 | 5, 323. 61 
Secretary-typist.............--..------- 1 | 2, 160 4,295. 97 357. 99 4, 205. 97 
a a i SE fidenitaeee saicclibiitanta hs uaedulkn tin edging 87 278 20 











ADMINISTRATIVE 


Contribution to Civil Service Retirement Fund (6}4 percent of total s 
1957) - 
Reimbursable pe ay ments to agencies coxbe s 
Travel (inclusive of field investigations)..........-------------- shee 
Hearings (inclusive of PONE Oo hcg necbanicwesasscoaned aise 
EL a cna aemap bee chunepee hinge 
Stationery, office supplies_-__._- 
Communications (telephone, telegraph) Sahel 
Contingent fund.....-.....-- ia 


Subtotal, administrative expenses 


Total. 





1 To be employed for a period not to exceed 2 months each 
2 Per day. 
3 Based on 30-day month. 


Funds requested, 8. Res. 55, $100,000. 


O 


alaries paid after July 1, 





3, 308. 64 
1, 000. 00 
3, 500. 00 
2, 000. 00 
1, 000, 00 

500. 00 
1, 000. 00 

413.16 


9 79 


12, 72 


1. 80 


"100, 000. 00 
20, 000. 00 


80, 000. 00 
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INVESTIGATION OF ANTITRUST AND ANTIMONOPOLY 
LAWS 





JANUARY 25, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
(To accompany §&. Res. 57] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 57) authorizing an investigation of antitrust 
and antimonopoly laws and their administration, having considered 
the same, report favorably thereon with amendments and recommend 
that the resolution, as amended, be agreed to by the Senate. 

This resolution would continue through January 31, 1958, the 
present study of the Committee on the Judiciary of antitrust and 
antimonopoly laws of the United States and their administration. 

Amendments added to the resolution by the Committee on Rules 
and Administration would reduce the amount of such resolution from 
$300,000 to $225,000 and would require that Senate contingent funds 
which are used to pay the salaries of committee employees under this 
resolution must also be used to pay the salary of one top employee to 
be selected by the minority. 

The purposes of the resolution are described in a letter to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, to the chairman of the Committee on the Judiciary, 
Senator James O. Eastland, which, with an attached budget, follows: 


Unirep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 22, 1957. 
Hon. Toomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrman: The Committee on the Judiciary today 
favorably reported Senate Resolution 57, approving the sum of 
$300,000 for a continuing study and investigation of the antitrust laws 
of the United States- 
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2 INVESTIGATION OF ANTITRUST AND ANTIMONOPOLY LAWS 


The United States is dedicated to the maintenance of a free, com- 
petitive economy. Asa result, we have achieved the highest standard 
of living anywhere in the world. The Sherman Act and related 
statutes in the antitrust field are designed to preserve our free enter- 
prise system. ‘They have as their basic aim the protection of American 
business and the public from conspiracies in restraint of trade, 
monopolies, and unfair trade practices. 

Prior to the commencement of the 84th Congress, approximately 
65 years had passed since the enactment of the first antitrust statute. 
During this period, Congress had not made a complete and compre- 
hensive survey of the several antitrust statutes and the numerous 
judicial decisions construing these statutes. There was disagreement 
among scholars, practicing lawyers, and the bench as to whether some 
or all of the basic policies on which the antitrust laws were founded 
had become outmoded. The report of the Attorney General’s Na- 
tional Committee To Study the Antitrust Laws, issued on March 31, 
1955, consisted largely of an analysis of judicial decisions under these 
laws, but contained no answers for some of the basic problems, in 
particular, the increasing concentration of economic power. 

The subcommittee’s plans for the next year are wide in scope and 
go to fundamental problems in the field. A brief summary of the 
matters to be included in this work is outlined below. 

The subcommittee is presently engaged in the preparation of a 
comprehensive, systematic study in the field of industrial concentra- 
tion. The basic information is being prepared at the specific request 
of the subcommittee by the Bureau of the Census from the 1954 
census. The subcommittee plans to issue one or more reports incor- 
porating the information obtained and analyzing its significance. 

Problems posed by the rash of corporate mergers will continue to 
occupy the attention of the subcommittee during the coming year. 
During the previous session of Congress bills were introduced: (1) Re- 
quiring advance notification by certain corporations proposing to 
merge, (2) subjecting banks to the antimerger law, and (3) increasing 
the powers of the Federal Trade Commission to enforce section 7 of 
the Clayton Act. One of the first orders of business will be considera- 
tion of bills on these subjects. 

The crisis in the Middle East has created a situation in the oil 
industry which is of grave concern to the subcommittee. Senator 
O’Mahoney has already inaugurated a study of this problem. The 
plan approved by the Government provides for a Middle East Emer- 
gency Committee consisting of representatives of 15 major United 
States petroleum concerns engaged in foreign operations. The De- 
fense Production Act provides exemption from the antitrust laws for 
action taken under this plan. 

The recent increases in the prices of crude oil and refined products 
have resulted in tremendous protests from consumers, industry, and 
foreign consuming groups. It is quite apparent that the shortage of 
oil in the free world can only be met by an increase in domestic pro- 
duction. However, whether or not an increase in the price of crude 
and refined products is justified is a subject on which the subcom- 
mittee plans an inquiry. 

The subcommittee will study the operation of this agreement, 
exempt from the antitrust laws, and the increases in the prices of 
crude oil and refined products which have occurred recently. 
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The meat industry, the third largest in the United States in terms 
of dollar value of its products, presents important antitrust. problems. 
During the past year a large number of complaints have been received 
from livestock producers, consumers, and independent packers asking 
that attention be given to the antitrust problems of the meat industry, 

The subcommittee plans extensive public hearings to determine 
whether the activities of large meatpackers and chainstores were re- 
sponsible for continued high consumer prices in the face of declining 
livestock prices. In these hearings attention will be given to allega- 
tions of unfair trade practices, and to the changing structure of the 
industry. The increasingly important role of the chainstores in buy- 
ing and retailing will be strutinized to determine whether the concen- 
tration taking place in this area may be leading to monopolization. 

The subcommittee is considering legislation to transfer antitrust 
responsibility for the meat packing industry from the Secretary of 
Agriculture to the antitrust enforcement agencies. 

The widening spread between farm and retail prices has not been 
confined to meat products. The farmer as well as the consumer de- 
sires to know why lower prices on the farm are not reflected in retail 
prices. It is the intention of the subcommittee to investigate the 
increased marketing margin for food to determine whether monopo- 
listic and restrictive practices are contributing to this increase in the 
price spread for food. 

Because of this increasing significance of chainstores to both the 
producer and the consumer of meat and food products, it appears 
that their structure and operaticns merit a detailed study to deter- 
mine whether they, through the use of their great economic power, 
are depriving the farmer of a fair price for his products, while at the 
same time charging the consumer a relatively high price for his food. 

The subcommittee has a continued interest in the automobile indus- 
try and intends further study of the automotive replacement parts 
market and the effect of mergers among independent producers upon 
competition in the automobile industry. The merger route to com- 
petition in this industry has not fulfilled the hopes expressed by many 
witnesses before the subcommittee in previous hearings. The contin- 
uing integration of automobile companies into parts production and 
the exit of parts-producing firms from the automotive industry are 
also of concern. 

It has always been our national policy to preserve competition by 
placing restraint on price discrimination. This policy has become a 
major tool used by antitrust enforcement agencies in protecting small- 
business enterprises from discrimination and ultimate exclusion from 
the market by great concentrations of economic power. The various 
problems in this field have proved troublesome down through the 
fears. 

The subcommittee intends a major study of legislation designed to 
strengthen the Robinson-Patman Act. It is felt that the need for this 
type of legislation to preserve competition by protecting small business 
from practices which lessen competition and create monopoly is urgent. 
Since 1951, the ratio of business failures has risen over one-third and 
the trend of small-business profit has been sharply downward. In 
contrast, the profit rate of the largest industrial corporations has risen 
during this period. 
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The newsprint industry, because of control exercised by foreign 
companies, and the high degree of concentration exercised by the 
major producing companies, has for many years constituted an anti- 
trust problem. During the current month substantial price increases 
were placed in effect in addition to those of recent years, increases 
without any seeming direct relation to costs or changes in demand, 
Because of these conditions, and because of the vital importance of 
newsprint paper, the subcommittee is making preliminary inquiry to 
determine whether further investigation and public hearings are 
necessary. 

As the President has recently indicated in his state of the Union 
address, one of the major problems facing this country is the high cost 
of living which continues to mount. In the forthcoming Congress, 
this subcommittee plans to make a careful scrutiny of the manner in 
which monopoly and restrictive trade practices which deny the public 
the benefits of competition are contributing to this upward spiralling 
of living costs. 

In this connection special attention will be given to those industries 
in which a few companies dominate. In these so-called oligopolistic 
industries the pattern of behavior has been wholly noncompetitive, but 
because it has not been possible to prove an overt agreement, they 
have escaped the impact of the antitrust laws. The principal evidence 
of their noncompetitive patterns of behavior is found in the almost 
complete lack of price competition. This is one of the most challenging 
problems faced in the entire antitrust field. Some method for im- 
proving the antitrust laws so as to restore competition in the industries 
must be found if our free enterprise system is to be preserved. 

Enclosed herewith for the information of your committee are copies 
of a propsed budget. 

With kindest regards, I am 

Most sincerely yours, 


JAMES O. EastTLANp, Chairman: 





— 
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Senate Antitrust and Monopoly Subcommittee budget 




















Base Gross Monthly | Total for 
Position Number | salary salary salary period of 
(per (per (gross) budget 
annum) | annum) (gross) 
STAFF 
Legal and investigative: 
a a atl a ined $13, 617. 69 $1, 134. 80 $13, 617. 69 
Cocounsel and staff director........- BAe Wl dade seene 13, 617. 69 1, 134. 80 13, 617. 69 
Assistant counsel 13, 617. 69 1, 134. 80 13, 617. 69 
Attorneys 9, 096. 20 758. O1 18, 192. 40 
crn sasha ideieaniiicadatansaipedece : 5, 734. 66 477. 88 5, 734. 66 
Do... Sncaenimaaaranide 5, 529. 13 460. 76 5, 529. 13 
Attorney-investigators....................- 8, 605. 76 717. 14 8, 605. 76 
aa 9, 096. 20 758. 01 9, 096. 20 
PO... cncdsisnandsaciehiaswtwnauadaeoke 8, 098. 17 674. 84 8, 098, 17 
I nS are 9, 096. 20 758. O1 9, 096. 20 
SD bntckdnenakawaeianieatansneene 6, 762. 27 563. 52 6, 762. 27 
ES RR SE The ‘ z 5, 529. 13 460. 76 5, 529. 13 
CT II ooo nee cnecbemaiususenne 13, 617. 69 1, 134. 80 13, 617. 69 
ah a ee 9, 096. 20 758. 01 9, 096. 20 
CS ne. ke csteeadkimimeben 13, 617. 69 1, 134. 80 13, 617. 69 
Editorial and research: 
IN i i ol a ee 9, 842. 67 820. 22 9, 842. 67 
Pe Hck etkinciucudkoacaavons 5, 529. 13 460. 76 5, 529. 13 
a Fe Se a ae 5, 426. 35 452. 19 5, 426. 35 
Administrative and clerical: 
Clerk 6, 762. 27 563, 52 6, 762. 27 
DI GE... ccrcsunccasabsnstnmunne 6, 145. 69 512. 14 6, 145. 69 
Stenographers.......... 5, 631, 89 469. 32 5, 631. 89 
Do 5, 118. 07 426. 50 10, 236. 14 
Do 4, 501. 50 375. 12 4, 501. 50 
Messenger and file clerk 4, 501. 50 375, 12 4, 501. 50 
Temporary consultants-w, a. e., gross 
DET aa widniindeccesananndwsyeeughtheand © | ccwcsadntisuell akimsoeicecal wiiecenaneale 24, 000. 00 
Subtotal, staff expense...........-...-- 29 |eonen-a0-- Vocnndagowactpaaiadinesioal Cae 
ADMINISTRATIVE 
Contribution to civil service retirement fund (64 percent of total salaries paid after July 1, 

ROBT oa ieswniiedacdcucths Hero nckdelstl nintbdsddacdéddimouine dtd ted dnd 8, 053. 70 
Travel (inclusive of field investigations) 12, 000. 00 
Eeareens (endive Of TEE E TOD = niin nccccwcccsnecsdccncscinttunciacsnawbocnuecensudaued 20, 000. 00 
WEIS 1008, GOING iad ccncidisiccasaccdeinintitanstistppmtcniipiitpasmepieauel 13, 000. 00 
CURIOS, GIS BENIN, 0s oo cn cn anc ocnnaceseassccccnunadaudpataadipenaaddggeraiiceonaneae 1, 500. 00 
Communications (telephone, telegraph) 6, 000. 00 
Newspapers, magazines, documents_...-. 500. 00 
OCOGRIINE TORE go Soin nindcacusonscseccsndssccsddiéuctaceshsbgatbnsadibebeheosieniduain seicne 2, 540. 59 

DRE vescriktrsnseccdcccnncdneavcasmcanetanimanataidantaneiastedaiad ae wcce---| 63, 594.29 
Tetel, umd requested, ©. Ret. 67 ....<ncdncescdenstennernbeeselincencspenenannt eceaeccases 300, 000. 00 
Less reduction proposed by the Committee on Rules and Administration. ..................- 75, 000. 00 
RIRERE CEE cncccedcncncccunstescsnncicsntmusesntasaaesnaaaneageeee e--e-} 225, 000.00 








O 
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INTERNAL SECURITY 





January 25, 1957.—Ordered to be printed 





Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §. Res. 58] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 58) authorizing an investigation of the admin- 
istration of the national-security law and matters relating to espio- 
nage, having considered the same, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution would authorize and preserve the jurisdiction of the 
Committee on the Judiciary and its standing Subcommittee on In- 
ternal Security to continue and complete their investigations of the 
administration of the Internal Security Act of 1950, the administra- 
tion and enforcement of other laws relating to espionage and sabotage 
for the protection of internal security in this country, and the extent 
and nature, as well as the effect, of subversive activities affecting the 
United States, its Territories and possessions, together with the infil- 
tration of persons who may seek the overthrow of the United States 
by force and violence. The life of the resolution would run until 
January 31, 1958, inclusive. 

The amendments added to the resolution by the Committee on 
Rules and Administration reduce the amount asked for the foregoing 
purposes from $289,291.45 to $260,000 and would require that the 
Senate contingent funds which are used to pay the salaries of com- 
mittee empioyees under this resolution must also be used to pay the 
salary of one top employee to be selected by the minority. 

The purposes of the resolution are explained in a letter to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, from Senator James O. Eastland, chairman of the 
Committee on the Judiciary, which, with an accompanying budget, 
follows: 
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2 INTERNAL SECURITY 


Unirep States SENATE, 
COMMITTEE ON THE JUDICIARY, 
January 22, 1957. 
Hon. Tuomas C. HENNINGS, Jr., 
Chairman, Committee on R ules and Administration, 
United States Senate, Washington, D. C. 


Dear Mr. CuartrMan: Here is the budget approved this morning 
by the Committee on the Judiciary, to cover the activities of the 
Internal Security Subcommittee during the coming year and until 
January 31, 1958. With the authority of the full committee, I re- 
ported this morning an original resolution (S. Res. 58), in accordance 
with this budget, to provide the sum of $289,291.45 for the work of 
the Internal Security Subcommittee during the period in question. 

As you know, the Internal Security Subcommittee presently has an 
extensive program of activity. It is anticipated that additional im- 
portant projects will be undertaken by the subcommittee during the 
coming year. But the budget for which the subcommittee asked, and 
which the full committee has approved, represents just what the 
subcommittee had for expenditure during the 12 months ending 
January 31, 1957, save that an amount equal to 6% percent of total 
estimated salaries has been added under the heading ‘‘Administrative 
Expenses” as a contribution to the retirement fund. This addition 
is required by Public Law 854 of the 84th Congress, as pointed out by 
the letter under date of October 2, 1956, addressed to the clerk of the 
Committee on the Judiciary by Mr. Gordon F. Harrison, chief clerk 
and counsel to the Committee on Rules and Administration. 

It is of the highest importance that the resolution to provide new 
funds for the Internal Security Subcommittee should be considered 
and approved by the Senate at the earliest possible date. If it has 
not been approved by the end of the present month, the subcommittee 
will find itself unable to meet its expenses or pay the salaries of its 
staff. I shall be deeply grateful if your committee will take this 
matter up at your next meeting and pass upon it, so as to avoid delay 
in getting the matter before the Senate for action. 

Kindest personal regards and all good wishes. 

Sincerely, 


James O. Eastuanp, Chairman. 
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Internal Security Subcommittee, 1957 budget 





























Base sal-| Gross sal- | Monthly| Total for 
Position Num.-!| ary (per | ary (per salary period of 
ber | annum) | annum) gross budget 
| (gross) 
STAFF 
Legal and investigative: 
a ie 1 $8, 000 | $13, 617. 69 $1, 134 $13, 617. 69 
DOO CONOE. «. «oi, bd. 55 oe oe ds nnncenkeenl 1 8,000 | 13, 617. 69 1, 134 13, 617. 69 
a i ge minal ial ellie eerie alee ieee 1 7, 260 12, 517. 88 1, 043 12, 517. 88 
Ser STRIDE. «i. > 2... ctudienawadootinbanean 1 7, 080 12, 250. 35 1, 020 12, 250. 35 
DV pcpcicancaedccinbtpndebaiahennanaaanes 1 6, 720 11, 715. 31 976} 11,715.31 
NE 5 hub ohinvwninaddisd a cteabewnbeainamiscaendedl 1 5, 760 10, 288. 54 857 10, 288. 54 
Ne iceonitstpucinidindaimuienisshaie sien ian ccteininleicasaalicin aida 1 5, 340 9, 664. 32 805 9, 664. 32 
Osc ccndocedeneieanwnnnienmnimn Ce mmkantdedsil 1 4, 140 7, 687. 12 640 7, 687. 12 
Editorial and research: 
Editorial director sinless eles vain de iablaietaa seattle 1 7, 320 12, 607. 05 1, 050 12, 607. 05 
Assistant editorial director...............-.---.-- 1 5,640 | 10,110.19 842 10, 110. 19 
Research director casineediadniectonie suiiineaeainaa 1 7,320 | 12,607.05 1, 050 12, 607. 05 
ERODES GOURUE: «hic diitivenndadinctantetatine 1 4, 080 7, 584. 37 632 7, 584. 37 
Do... 2 anid ania bide edaaiptaaianadshimsescamaiedmalica taal aiatia 1 3, 300 | 6, 248. 46 520 6, 248. 46 
ERVOCRAPATIONS GRRIVGL . ...nncncaccaccsccsusutubixe 1 7,080 | 12, 250. 35 1, 020 12, 250. 35 
Administrative and clerical: | 
I a all aia 1 5, 100 9, 292. 39 77 9, 292. 39 
Confidential secretary....----------------------- 2 3,720} 6,967.79 580 | 13, 935. 58 
Clerk penbiniedeiihtin dis dl aaatiatediinedatnndanaiaiaiiiiated 1 3, 180 6, 042. 94 503 6, 042. 94 
POU IIEIE « wnciscdonncsnadenmunaeinlictaninaale 1 3, 120 5, 940. 18 495 5, 940. 18 
PINs xa ccuesdl orareshen weiiuaiataaciesasaniiedtiacanine anaenelial 1 2, 880 5, 529. 13 470 5, 529. 13 
DORROEEES .... inc cntimnadatanapadousntnbawabamniaaen 1 2, 880 | f ‘ 470 5, 529. 13 
CEE «te nbdgdedhiimbiinsnanesedeneamamaaaneaal 1 2, 700 5, . BE 435 5, 220. 85 
UNI ics cccdnidcdationsdanuncccitndaiiatdeniial 3 2, 580 | 5,015. 31 417 15, 045. 93 
Subtotal, staff_.... lima  adhsicak whiten |-----2=-°- | 219, 302. 50 
ieee sa saiciatimpeaiisinaadiedi | 
ADMINISTRATIVE | 
Teal (ieee OF Bele Te is ccannticdnientstnecianncsccuniaaaiineds 17, 009. 00 
Fepteines GOS CF TODOTRET THAD nn cdc occa stintimabatecchsbasdssbdsnncheeimababbdaan 12, 000. 00 
Wr Ieee SOG, GOIN. 5 in ba i rn wk ds dcidscicktcnecbhsstddcsdbduabtnbbbsshoedotcigaaeedaaan | 18, 423. 73 
Stationery, office supplies iad badalinneniedis \ pact odtieeienanandenbaeioaaeieed ail 1, 500. 00 
Commaaications (Gepnoms; telegranhd) «<5. cc ccccccccccndodedectdcccdbudsancesdendeucbetbes 5, 500. 00 
Newspapers, magazines, documents, postage--........ mtothd debinn edie etamtitiatich Seiad eistlaeinktigdeaaiaied | 1, 000. 00 
Contingent fund , » ostisaiin anc a deiahaiadiediaaediaamnate | 6, 250. 00 
6% percent of total estimated salaries after July 1, 1957, for retirement fund 8, 315, 22 


Babedtal, Amie... ooo ecccctcbccsncscnsccdscesacs one e nana neennene ene neeeeeee--| 69, 988. 95 


BON o adnatdcnncesbiatéscdessonswnduqanndsshheadauisun aa ddiaadehens dmamneaaniadidaaade 289, 291. 45 





ess reduction proposed by the Committee on Rules and Administration......--.---.------- } 29, 291.45 
MARES GOGE ncn uccsccegentdeadcnncccadetsbauslevetaledaces dantatunchabeesianmlie | 260, 000. 00 
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PRINTS OF DATA ON ARKANSAS, WHITE-RED RIVER 
BASINS AND ON THE NEW ENGLAND-NEW YORK 
REGION 


January 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 7] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con. Res. 7) to print for the Committee 
on Public Works certain data on the Arkansas, White-Red River 
Basins and water resources of the New England-New York region, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the concurrent resolution be agreed to by 
the Senate. 

This concurrent resolution would print for the use of the Senate 
Committee on Public Works 3,000 copies each of reports transmitted 
by the Secretary of the Army, together with accompanying papers 
and illustrations, on the Arkansas, White-Red River Basins (S. Doce. 
No. 13, 85th Cong.) and on the water resources of the New England- 
New York region (S. Doc. No. 14, 85th Cong.), which reports were 
authorized in the Flood Control Act of 1950. 

These reports present a general inventory of possible future devel- 
opments in the areas involved. With this inventory and the volumi- 
nous information present on all aspects of the resource problem, there 
will be permitted further planning and coordination to assure that the 
programs and projects which may be undertaken are fully integrated 
and consistent with the objective of achieving optimum development 
of the regions’ resources. Since the Federal Government already has 
expended many large sums in preparation of these reports, it is con- 
sidered they should be made more readily available for public use 
and official review. 

The cost of the 6,000 copies is $18,565.41. 


O 
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INVESTIGATION OF PROBLEMS AFFECTING INTERSTATE 
AND FOREIGN COMMERCE 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 26] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 26) to investigate certain problems relating to 
interstate and foreign commerce, having considered the same, report 
favorably thereon without additional amendment and recommend 
that it be agreed to by the Senate. 

This resolution would authorize the Committee on Interstate and 
Foreign Commerce to expend not more than $225,000 between Feb- 
ruary 1, 1957, and January 31, 1958, inclusive, upon studies and 
investigations coming within its jurisdictions of interstate and foreign 
commerce generally, maritime matters and interoceanic canals, trans- 
portation, civil aeronautics, fisheries and wildlife, communications, 
and Federal power matters. ‘The figure of $225,000 is $25,000 less 
than the Committee on Interstate and Foreign Commerce was 
accorded for practically the same purposes last year. 

The purposes of this resolution are further detailed in a letter 
addressed to Senator Thomas C. Hennings, Jr., chairman ot the 
Committee on Rules and Administration, from the chairman of the 
Committee on Interstate and Foreign Commerce, Senator Warren 
G. Magnuson, which, with an accompanying budget, follows: 


COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
January 25, 1957. 
Hon. Tuomas C. HENnrnGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear CHAIRMAN HENNINGs: Senate Resolution 26 is now before 
your committee for consideration and action. This resolution author- 
izes the Committee on Interstate and Foreign Commerce to expend 

86008 
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not more than $225,000 between February 1, 1957, and January 31, 
1958, upon studies and investigations of any and all matters within 
its jurisdiction. This is $25,000 less than that granted under Senate 
Resolution 163, 84th Congress, 2d session, which authority expires 
on January 31, 1957, with unexpended funds in the amount of approxi- 
mately $25,000. In other words, your committee has trimmed its 
request so that it is the same amount as was expended last year. It is 
our sincere hope that it will not be netessary to request additional 
funds later, for the regular work of the committee. 

During the 84th Congr ess, the Committee on Interstate and Foreign 
Commerce was one of the most active committees in the Senate. 
During the second session alone, it approved 82 bills, of which the 
Senate passed 77, 71 being signed into law by the President. During 
the past year, the committee held 65 days of open hearings, and the 
subcommittees held 84 days of open hearings. It also considered 
1,673 routine and 32 major nominations. In accordance with the 
standing order of the Senate, there is attached a tentative budget for 
the 12-month period ending January 31, 1958. 

The Committee on Interstate and Foreign Commerce, in accordance 
with section 136 of the Legislative Reorganization Act, has the respon- 
sibility of exercising ‘‘continuous watchfulness of the execution by 
the administrative agencies concerned of any laws, the subject matter 
of which is within the jurisdiction of such committee.” This com- 
mittee has legislative jurisdiction over a greater number of quasi- 
judicial agencies than has any other committee; in fact six of these 
‘‘Arms of Congress” come under the jurisdiction of the committee. 
They are: 

The Interstate Commerce Commission 
The Federal Communications Commission 
The Federal Trade Commission 

The Federal Power Commission 

The Civil Aeronautics Board 

The Federal Maritime Board 

In addition to these quasi-judicial boards and commissions, our 
responsibility to legislatively oversee certain of the agencies in the 
executive branch of the Government is a major one. Practically all 
of the activities of the Department of Commerce, for example, are 
within the jurisdiction of this committee. To a lesser degree, this 
committee finds within its jurisdiction matters which are the concern 
of the State, Treasury, Defense, Agriculture, and Interior Depart- 
ments, and the General Services Administration. 

With respect to the foregoing, some examples of such jurisdiction 
would be international air agreements, the Coast Guard, Military Air 
Transport Service, Military Sea Transport Service, transportation of 
farm commodities, fisheries, and transportation of Government 
freight. 

I am listing below a brief summary of anticipated activities of the 
committee: 

The President’s Cabinet Committee Report on Transportation Policy 

During the 84th Congress, the Commerce Department submitted 
legislation designed to implement the Cabinet report. Considerable 
preparatory staff work was accomplished, but shortly after rather 
extensive House hearings, which were attended by our staff, it became 
apparent that the railroads were changing their position on the bill. 
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Staff work continued, but no hearings were held. It is anticipated 
that new legislation, somewhat changed from last year, will be sub- 
mitted which will require extensive hearings and study. The pro- 
posal contemplates the first major overhaul of the Interstate Com- 
merce Act since 1940. 


Freight rate and passenger fare increases 


The committee plans to investigate the impact of the continued 
trend to increase rates and fares on the Nation’s business, particularly 
on small business. The procedure of establishing such rates and fares 
will also be explored. 


The Interstate Commerce Commission 


The Commission has submitted 26 legislative proposals for intro- 
duction, which they call Recommendations of Fundamental Import- 
ance. Included among them is legislation to alleviate the freight- 
car shortage, changes in existing law that now allows transportation 
services for Federal, State, and municipal governments at free or 
reduced rates so that such rates apply only during times of emergency, 
further changes in the act that apply to agricultural commodities, 
changes in the definition of contract carriers, and many others which 
this committee must examine and in many instances hold hearings. 


Alaska transportation 

The ICC has drawn up a proposed plan for regulating surface trans- 
portation within Alaska and surface and ocean transportation between 
Alaska and the United States. This is in accordance with the request 
and recommendation of this committee in Senate Report 2802, 84th 
Congress, 2d session, arrived at after extensive field hearings held 
during the last Congress. The plan contains proposed amendments 
to the Interstate Commerce Act which will require further committee 
study and possible hearings. 


Reappraisal of bills which passed the Senate in the 84th Congress but 
failed to become law 

S. 3365, S. 3366, and S. 3367 to change requirements for a freight 
forwarder permit, to authorize contracts between freight forwarders 
and railroads for movement of trailers on flatcars, and with respect to 
relations between freight forwarders and other common carriers; 
S. 543 which amends the ICC Act to establish finality of contracts 
between the Government and common carriers of freight and pas- 
sengers; S. 1916 which amends the ICC Act to provide for the filing of 
equipment trust agreements and other documents evidencing or 
relating to lease, mortgage, conditional sale, or bailment of trucks and 
trailers. Additional hearings will be necessary as the legislation has 
been reintroduced in the 85th Congress. Some of the foregoing will 
also be covered by legislation proposed by the ICC, 


Radio and television 

When the Federal Communications Commission lifted the television 
freeze in 1952, its television plan provided for a nationwide television 
system made up of 1,875 commercial assignments and 252 educational 
assignments to the various communities of the country. Of this total 
1,319 commercial assignments, and 169 educational assignments were 
in the so-called UHF band. For a number of reasons the UHF 
assignments encountered almost insurmountable obstacles and, as a 
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consequence, only 90 are on the air today and the failure of a fuller 
utilization of the UHF channels has greatly impeded the expansion 
of the Nation’s television system. 

Last year extensive hearings were held with the specific goal of 
insuring the development of a competitive nationwide television sys- 
tem. The committee adopted an interim report setting forth specific 
suggestions to remedy this allocations problem. The committee must 
continue its efforts in this field to assure the public of a sound, com- 
petitive nationwide television system. Analyses and evaluation of 
data compiled and received in special reports and questionnaires are 
now in progress and must continue with respect to network practices 
and subeription TV, the two other phases covered during the com- 
mittee’s hearings last year. 

Senator Bricker, during the radio and television inquiry, issued a 
comprehensive report entitled “Network Monopoly.” He has rein- 
troduced legislation to bring the networks under regulation by the 
FCC. While this phase is part of our overall inquiry, it may well 
require separate and additional hearings. 

Subscription television seems to be creating considerable interest, 
and a rulemaking procedure was initiated by the FCC February 11, 
1955. Final filing date for replv-comments was September 9, 1955. 
While this phase of the industry is also included in the overall inquiry 
by the committee, it may be that a separate hearing will be necessary 
to bring out a decision. One of the factors that has aggravated the 
entire T'V problem is the slowness of the FCC in reaching decisions, 


Telecommunications 

Still another phase of the communications problem which warrants 
careful study and analysis is the one involving the common carriers 
operating in the domestic and international fields. The recent 
technological advancements and developments in the telecommunica- 
tions field both domestically and internationally can and will have a 
profound effect on the competitive nature of the various companies 
engaged in the communications business. 

Followi ing a mandate from Congress 13 years ago, Western Union 
has attempted to divest itself of its international operations thus far 
without success, although negotiations are currently in progress with 
& prospective purchaser. It becomes increasingly apparent that 
changing world conditions necessitate a fresh look at the status of the 
American telegraph carriers and their ability to compete in the inter- 
national field. 

A further problem in the field of communications which warrants 
careful study and analysis is that which has arisen by reason of the 
continued growth of the teletypewriter exchange (TWX) service and 
private line telegraph service managed and operated by the telephone 
system. 


Proposed Civil Aeronautics Agency 

The committee anticipates definite interest in legislation similar to 
S. 2818 of the 84th Congress designed to remove the Civil Aeronautics 
Administration (CAA) from the jurisdiction of the Department of 
Commerce, and the desirability of combining the Civil Aeronautics 
Board (CAB) and the CAA into an independent Government agency. 
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Air safety 

Air sa’ety is based on the system of air-traffic control (ATC). Air- 
traffic control requires the utilization of the most modern facilities 
available to aviation and necessitates a thorough and complete study 
of this matter, in the public interest. The recent Grand Canyon 
disaster has focused attention upon the present system of air traffic 
control. Somewhere between visual flight regulations (VFR) and 
complete radar coverage of every plane flying over this country may 
rest the solution for this complicated problem. 

The committee is charged with the responsibility to ascertain what 
has been done and measure it against what must be done to maintain 
air safety. The committee must be assured that expenditures and 
appropriations are purchasing the greatest possible degree of air 
safety at the most modern technical level. ‘Turboprop and jet trans- 
portation, while they increase speed, decrease pilot reaction time, and 
accordingly the most up-to-date technical equipment is a necessity. 
International air agreements 

The committee also desires to expedite legislation to protect the 
domestic aviation industry in the field of International air agreements, 
while at the same time assuring the representatives of this Government 
greater latitude in arriving at mutually equitable international treaties. 
In this regard, emphasis should be placed on the studies conducted by 
this committee last year which pointed out the necessity for adequate 
protection for the domestic industry. This interest must not be 
bartered away at the treaty table by representatives of this Govern- 
ment, either through ignorance or lack of knowledge. 

Aviation, generally 

In addition, Edward P. Curtis, special assistant to the President. 
for aviation facilities planning, is ‘expected to issue his report during 
April 1957. While we have no knowledge of the recommendations, if 
any, it will contain, we anticipate specific recommendations that will 
require legislation, and accordingly hearings and study. 
Reappraisal of shipping trade routes 

This Nation has discovered that when there is trouble in the Suez 
Canal area, we do not have enough shipping to meet our needs. The 
committee intends to make a thorough study of all essential trade 
routes in light of what has happened at Suez. We will study the 


number and types of ships now being used, the sailings and the ports 
of call. 


Transfer of tankers to foreign flags 

The committee plans to review the policy of the Federal Maritime 
Board’s authorization to tanker owners to transfer vessels to foreign 
flags in exchange for building equivalent tonnage under the American 
flag. In time of crisis, the United States cannot count on the aid of 
other maritime nations for furnishing the shipping we will need so 
vitally. Our shipping must be under our flag. Undoubtedly in a 
crisis, the so-called friendly nations will need shipping just as much 
as we, and will be inclined, or forced to serve their own needs first 


Steel shoriage in shipyards 


The recent boom in shipbuilding has resulted in a shortage of plate 
steel for the construction of ships. ‘The committee understands that 
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the steel companies have restricted or allocated sales of steel. Such 
a policy could well endanger the national defense if it resulted in a 
marked interference with the construction of badly needed vessels, 
If study reveals that is the case, it would be incumbent upon the com- 
mittee to take immediate corrective action. 


Subsidy policies 


The committee is greatly interested in reviewing the subsidy policies 
of the Federal Maritime Board, especially with regard to the formula 
for construction and operating differential subsidies. The amount of 
United States subsidies paid to American operators is dependent upon 
the cost equivalent of foreign operators. The committee is anxious 
to insure that a sound base and sound approach is being utilized to 
“een correct foreign costs upon which United States subsidies are 
ypased. 


Codification of maritime laws 


The staff is proceeding with a codification of all the maritime laws, 
and is receiving cooperation from the interested agencies and organi- 
zations. This is a continuing problem, and will take considerable 
time, but such a code is badly needed by the industry. 


Implementation of past legislation 

During the last Congress, legislation was passed authorizing the 
Maritime Administration and the Atomic Energy Commission to 
build a $49 million merchant ship. The committee will want to 
determine what progress the executive department has made to imple- 
ment this important legislation. 


Fisheries 

The plight of the salmon fisheries in Alaska is still serious. The 

tuna and crab industries on the west coast are being forced to the 
vall as a result of practically unrestricted imports of low-priced com- 
petitive products from Japan. On the east coast, the ground-fish 
industry is suffering almost to the same degree as a result of its in- 
ability to compete with imports. The committee intends to examine 
factors leading to the permissive competition which are endangering 
the fishing alia. 

Also the committee will want to know how the Interior Department 
is progressing in setting up new agencies to handle commercial fishing, 
sport fishing and to aid commercial fisheries through loans from a 
$10 million revolving fund as authorized by the last Congress. 

In addition, the full committee expects to study the following 
subjects: 


Newsprint shortage 

Eighty percent of the newsprint used by American publishers comes 
from Canadian mills. Within the last year, the demand for paper has 
skyrocketed and so has the price. Even with the price of newsprint at 
record high, there is not enough to satisfy all demands and newspaper 
publishers are requesting congressional assistance. Price fixing and 
other restrictive trade practices have long been suspected in this area. 
American newspapers, especially the smaller ones, face the most 
serious repercussions as a result of the latest price rise. Small busi- 
nesses are discovering that their advertising budgets buy less and less. 
This situation may force many of them out of business unless the 
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committee takes action, including an investigation of American hold- 
ings in foreign mills. 


Foreign commerce 


The committee intends to evaluate and examine the work of the 
Department of Commerce in the field of international trade. The 
Bureau of Foreign Commerce furnishes a wide range of statistical and 
analytical foreign trade information to the business community 
in the conduct of foreign trade and business abroad. It appears that 
approximately 87 percent of the firms which utilize these services 
are small-business men, who cannot afford export departments and 
foreign representatives. I believe much can be done to promote the 
sale of American products abroad. 


Automobile marketing 


During 1956, the committee conducted the most extensive investiga- 
tion of the automobile industry ever undertaken by Congress and was 
instrumental in securing sweeping reforms on behalf of the public and 
the small-business segment of the industry. 

During the course of this study more than 40 major marketing 
changes were instituted by the manufacturers of automobiles, includ- 
ing the virtual elimination of ‘phantom freight” on car deliveries, 
saving automobile purchasers distant from Detroit more than $200 
million a year. Factory franchise contracts were extensively revised 
along suggested lines. 

We intend to consider charges by the National Better Business 
Bureau and others that certain automobile finance companies, in 
conjunction with their insurance subsidiaries, have overcharged auto- 
mobile purchasers by millions of dollars. 


Natural gas 


During the 84th Congress, the committee received six different bills 
to amend the Natural Gas Act. Hearings were held for 13 days over 
a 2-month period on the technical problems these measures encom- 
passed. S. 1853 passed the 84th Congress but was vetoed by the 
President. The committee anticipates similar legislation will be intro- 
duced during the 85th Congress, and that extensive hearings will 
again be necessary. 

In this regard, the committee has been conducting an investigation 
of the administrative reorganization, personnel problems, and work- 
load of the Federal Power Commission in the interest of assuring that 
the FPC is adequately and competently staffed to administer the 
areas with which Congress has charged them responsible. 

The workload of the Interstate and Foreign Commerce Committee 
is extremely heavy and covers a range of important subjects, vital to 
the well-being of our country. Our plans, as outlined above, plus 
additional legislation referred to the committee from the Senate floor 
will determine our workload. 

Sincerely yours, 
Warren G. Maanuson, Chairman. 











8 INVESTIGATION OF INTERSTATE AND FOREIGN COMMERCE 


Proposed budget of the Committee on Interstate and Foreign Commerce to investigate 
certain problems relating to interstate and foreign commerce pursuant to S. Res. 26 
for the period Feb. 1, 1957, to Jan. 31, 1958, inclusive 
































Base Gross Monthly | Total for 
Position Num-| salary salary salary period of 
ber (per (per (gross) budget 
annum) annum) (gross) 
STAFF 
Legal and investigative: 
Assistant chief coumse]........................- 1 $8,000 | $13, 617. 69 $1, 134. 80 $13, 617. 69 
Ie eth hecinll 2 8, 000 7.6 1, 134. 80 27, 235. 38 
ROAD sy hades en let bl aia Maia Sedcscinen chin Cais ecebvowel 1 6, 000 887. 10 10, 645. 24 
OD a _ 8, 000 1, 134. 80 13, 617. 69 
Decks fot ccem ek tenenkhowumbnacacdenss Co " 4, 680 717. 14 8, 605. 76 
Transportation counsel_....................... | 1 8, 000 1, 134. 80 13, 617. 69 
a ccnieuianmaians | 1 8, 000 1, 134. 80 13, 617. 69 
SPDs hactnt Xi Pe cccdeteciaiiasinn sin liblnia tease 1 6, 000 887.10 | 10, 645. 24 
Editorial, research, economic, statistical: | | 
Staff member (maritime)_..................... 2 | 6, 300 11, 091. 10 924, 25 | 22, 182. 20 
Staff member (general) ............- ec eaiaiiaae 1 | 5, 520 9, 931. 84 827. 65 9, 931. 84 
es nhs be ees Be Ee di weal | 1 4, 200 7, 789, 89 649. 15 7, 789. 89 
Research assistant........-..---.--------------| 1]| 4,080] 7,584.37] 632. 0: 7, 584. 37 
base ak. Sl tee et i 1, 500 3, 203. 07 266. 92 3, 203. 07 
Clerical and stenographic: | 
Le OORT... vgpecsesdustobsucosscc« 1 3, 420 | 537. 83 6, 453. 98 
IIE Ort fe), 5 otisamamionaddss | 1 2, 940 469. 32 5, 631. 89 
eM TST st a Cee sa ileeiotne | ee 2,700 | 435. 07 5, 220. 85 
ROLE! REE ERE Te CTE 1 | 2, 580 417. 94 5, 015. 31 
a ie 1 | », 460 400. 81 4, 809. 79 
Do Sadia dabinecabeiimmeteestaaanie i ‘ l 2, 280 375. 12 4, 501. 50 
TO ick. oth didckandibnkodone ibedtttaddcbdbtntesrchine: | 1 | 2, 160 | 357. 99 4, 205. 97 
Wet eho ee Fo ere es Fee ee Teun 198, 223. 04 
ey ee kw i aie | 
Administrative: 
Contribution to Civil Service retirement fund (634 percent of total salaries paid | 
UE EN ee oe eS on tina womensedmenonminiben $7, 516.00 
Travel (inclusive of field investigations) ............--.---asceecccccecccce--- 10, 000. 00 | 
LLL ERLE NDI 4, 000. 00 
en I. --  eaemeiisiliiiensbdiachedatibeushs ds ddebtoutaietiaes 1, 000. 00 | 
Stationery, office supplies_ - sls eel cine Cs an a a 1, 000. 00 | 
Communications (telephone, telegraph, postage).............--..-....-....--- 2, 000. 00 
Penne SRENOs, GOURINOITEN.... .. .....n.nccasnccackonecesesanctinaseneenent 200. 00 


i a es EL ORO 
| 


26, 776. 96 


I SR ct aca na ae ne emiainibiiodieion 225, 000. 00 








Calendar No. 33 


85TH ConGRESS } SENATE Report 
1st Session No. 35 





STUDY OF BANKING AND CURRENCY MATTERS 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 45] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 45) authorizing the Committee on Banking 
and Currency to investigate certain matters and authorizing expendi- 
tures therefor, having considered the same, report favorably thereon 
without amendment, and recommend that the resolution be agreed 
to by the Senate. 

This resolution would authorize the investigation through January 
31, 1958, inclusive, by the Committee on Banking and Currency, of 
matters relating to banking and currency generally, financial aid to 
commerce and industry, the Federal Reserve System, the valuation 
and revaluation of the dollar, the prices of commodities, rents and 
services, the regulation of securities and exchanges, and disaster insur- 
ance or indemnity. A further description of the purposes of the resolu- 
tion may also be found in Senate Report No. 4 (85th Cong., 1st sess.). 

Two letters, one from the chairman of the Committee on Banking 
and Currency, Senator J. W. Fulbright, and the other from the ranking 
minority member, Senator Homer EK. Capehart, to the chairman of the 
Committee on Rules and Administration, Senator Thomas C, 
Hennings, Jr., further detailing the purposes of the resolution, with 
an accompanying budget, are as follows: 


Unitrep States SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
January 22, 1957. 
Hon. Tuomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington 24, D. C. 

Drar Mr. CratrmMan: On January 16, 1957, the Committee on 
Banking and Currency agreed unanimously to report Senate Resolu- 
tion 45. The resolution was reported to the Senate on January 17 
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and was referred to the Committee on Rules and Administration on 
the same date. 

The resolution authorizes this committee, or any duly authorized 
subcommittee thereof, to employ on a temporary basis such technical, 
clerical, and other assistance as may be necessary to carry out studies 
and investigations within the jurisdiction of the committee. 

You undoubtedly will recall that for many years resolutions similar 
to this one have been approved for this committee on an annual basis. 
We introduced and reported this resolution for the amount of $100,000 
because of our need to obtain additional personnel to supplement the 
regular permanent staff, and to cover other expenses incident to exer- 
cising our committee responsibilities. Due to the extremely complex 
nature of the matters within our jurisdiction, we have found it neces- 
sary, from time to time, to bring in experts in the various fields of our 
jurisdiction. 

The workload of the committee is extremely heavy under normal 
circumstances; that is, in dealing with legislative matters which recur 
year after year. Experience has shown that we must anticipate 
during each session some special study or legislation, which makes it 
necessary to employ additional staff. During the coming session 
such matters will include the continuation of a comprehensive study 
of the banking laws, possibly the bringing up to date of acts adminis- 
tered by the Securities and Exchange Commission, the depressed 
areas or area development legislation, which was handled last year by 
the Committee on Labor and Public Welfare, and various requests 
for special studies of recent increases in prices of commodities. 

Out of the $100,097.99 authorized for the last 12-month period 
under Senate Resolution 209 and Senate Resolution 155, our esti- 
mated expenditures were $88,359.51 through January 31, 1957, leaving 
a balance of $11,738.48. 

Enclosed is a copy of Senate Resolution 45. It is in the form 
prescribed by the sample resolution enclosed with your letter of 
December 12, 1956, except that section 3 of your sample form (re- 
quiring that findings and recommendations be reported not later than 
January 31, 1958) is omitted. The reason for this omission is that we 
contemplate using the funds primarily for carrying out the regular 
committee work. 

Also enclosed is the completed standardized budget form, which is 
prescribed by your letter of December 12, 1956. 

Sincerely yours, 
J. W. Fuisrient, Chairman. 


cee eters 


Unitep States SENATE, 
Washington, D. C., January 22, 1957. 
Hon. Tuomas C. Hennrnas, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrmMan: On January 16, 1957, the Committee on 
Banking and Currency agreed unanimously to report Senate Resolu- 
tion 45. The resolution was reported to the Senate on January 17 
and was referred to the Committee on Rules and Administration on 
the same date. 
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J The resolution authorizes this committee, or any duly authorized 
subcommittee thereof, to employ on a temporary basis such technical, 
clerical, and other assistance as may be necessary to carry out studies 
and investigations within the jurisdiction of the committee. 

You undoubtedly will joni that for many years resolutions similar 
to this one have been approved for this committee on an annual basis. 
We introduced and reported this resolution for the amount of $100,000 
because of our need to obtain additional personnel to supplement the 
regular permanent staff, and to cover other expenses incident to exer- 
cising Our committee responsibilities. Due to the extremely complex 
nature of the matters within our jurisdiction, we have found it neces- 
sary, from time to time, to bring in experts in the various fields of our 
jurisdiction. 

The workload of the committee is extremely heavy under normal 
circumstances; that is, in dealing with legislative matters which recur 
year after year. Experience has shown that we must anticipate 
during each session some special study or legislation, which makes it 
necessary to employ additional staff. During the coming session such 
matters will include the continuation of a comprehensive study of the 
banking laws, possibly the bringing up to date of acts administered 
by the Securities and Exchange Commission, the depressed areas or 
area development legislation, which was handled last year by the 
Committee on Labor and Public Welfare, and various requests for 
special studies of recent increases in prices of commodities. 

Out of the $100,097.99 authorized for the last 12-month period 
under Senate Resolution 209 and Senate Resolution 155, our estimated 
expenditures were $88,359.51 through January 31, 1957, leaving a 
balance of $11,738.48. 

I understand that Senator Fulbright sent you a copy of Senate 
Resolution 45. It is in the form prescribed by the sample resolution 
enclosed with your letter of December 12, 1956, except that section 3 
of your sample form (requiring that findings and recommendations be 
reported not later than January 31, 1958) is omitted. The reason for 
this omission is that we contemplate using the funds primarily for 
carrying out the regular committee work. 

I understand that Senator Fulbright also sent to you the completed 
standardized budget form, which is prescribed by your letter of 
December 12, 1956. 

Sincerely, 
Homer E, Carenart, 
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Proposed budget of the Committee on Banking and Currency, pursuant to S. Res, 


45, for the period Feb. 1, 


1957, to Jan. 31, 1958, inclusive 


























Monthly | Total for 
Position Num.- |Base salary/Gross salary salary period of 
ber /|(per annum) |(per annum) (gross) budget 
(gross) 
STAFF 
Legal and investigative: 
SD Lhdeddueidhdcnnbsababelolebonekec 1 $8, 000 | $13,617.69 | $1,134.80 | $13, 617.69 
SURREAL ORME ....n.cccamasamaddmneicbateditinea 1 7,440 | 12, 785.39 1, 065, 44 12, 785. 39 
Editorial and research: 
i a 1 7,680 | 13, 142.09 | 1, 095. 17 13, 142. 09 
I | 1 | 5,100 | 9, 292.39 | 774. 36 | 9, 292. 39 
_. SYPREM ESL OS ae a ee eae | 1 4,680 | 8, 605. 76 717. 14 8, 76 
SO tenet a a eae 1 3,420] 6,453.98 537. 83 6, 453. 98 
Administrative and clerical: | 
nai chitin Giancdebdbhebeded 1 2, 580 5, 015. 31 417.94 6, 015. 31 
ee a 2 2, 220 4, 398. 73 | 366. 56 8, 797. 46 
} ‘ : he tas tie ia 
Subtotal, staff expense___......--.-.--.-- | nen nnn] oon nnn ne nnn| enon no -----| one een es eee 77, 710. 07 
ADMINISTRATIVE 
Contribution to civil service retirement fund (632 percent of total salaries paid after July 1, 
Ce ian tri iomindae Teo a ens cieniebane 2, 779. 70 
I i oh cmb dn puemmoacanotesendsncecue 4, 000. 00 
Rar, rte OO RD A ns se iwi awddwamaninnmnibaocane 4, 000. 00 
ee ne S| a ee ee ee ae 4, 100 00 
Witness fees, expenses______.-- eee RSs Bes ete a ek ddd abd te aawnbdewaaenine | 500, 00 
i il). . 2.3 2 an anded audit tndesetorerrenensuenenéesonset | 400. 00 
I A eB te A st oe | 200. 00 
SUIT PRO: POINT MOIR ik fa wicinie Sessa cscs endinemcmnavaabeecbendseiacis _ 150, 00 
er ee ec akidedeudkmbabihtne hehidestebunenedapeni’ 6, 160. 23 
I CIID. en ted pean bhanemehadnasiiabvemb end 22, 289. 93 
| = 
A OR it i i hn ed 100, 000. 00 


Fund requested, S. Res. 45, $100,000. 
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CLERICAL ASSISTANTS FOR COMMITTEE ON FOREIGN 
RELATIONS 


JANUARY 28, 1957.—Ordered to be printed 


Filed under authority of the order of the Senate of January 25, 1957 





Mr. HenninGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


(To accompany 8. Res. 59] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 59), authorizing the Committee on For- 
eign Relations to employ two temporary additional clerical assistants, 
report the same without amendment and recommend its adoption. 


O 
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STUDY OF FOREIGN TECHNICAL-ASSISTANCE PROGRAMS 


JANUARY 28, 1957.—Ordered to be printed 
Filed, under authority of the order of the Senate of January 25, 1957 





Mr. Henninos, from the Committee on Rules and Administration 
submitted the following 


REPORT 


[To accompany 8. Res. 60; 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 60) amending Senate Resolution 162, 84th 
Congress, to investigate matters pertaining to technical assistance and 
related programs, having considered the same, report favorably 
thereon without amendment and recommend that it be agreed to 
by the Senate. 

This resolution would extend for 1 more month the current study 
of technical-assistance programs by the Committee on Foreign Rela- 
tions for the purpose of report. The balance of sums remaining from 
the 84th Congress for this study is placed at $18,030. No part of 
this amount, however, will be used by the Committee on Foreign 
Relations in February. 

The following is a letter from the chairman of the Committee on 
Foreign Relations, Senator Theodore Francis Green, to the chairman 
of the Committee on Rules and Administration, Senator Thomas C. 
Hennings, Jr., in connection with the resolution: 


Unirep Srares SENATE, 
ComMITTEE ON ForeIGN RELATIONS, 
January 28, 1957. 
Hon. Tuomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator Hennincs: The Committee on Foreign Relations 
has approved Senate Resolution 60, to extend for 1 month, from Jan- 
uary 31 to February 28, the deadline for transmitting to the Senate the 
final report of the Subcommittee on Technical Assistance Programs. 
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This subcommittee was originally created pursuant to Senate 
Resolution 214 of the 83d Congress, and has subsequently been ex- 
tended most recently by Senate Resolution 162, agreed to February 8, 
1956. 

The work of the subcommittee is complete, but a short additional 
time is necessary to file the final report. Your attention is particu- 
larly directed to the fact that no additional funds are requested. 

I hope the Committee on Rules and Administration can give this 
matter its early and favorable consideration. 

Sincerely yours, 


THeopore Francis GREEN, Chairman, 


O 
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INVESTIGATIONS OF THE SUBCOMMITTEE ON 
DISARMAMENT 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Hennrnas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §S. Res. 61] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 61) authorizing a continuation of the Subcom- 
mittee on Disarmament, and providing funds therefor, having con- 
sidered the same, report favorably thereon without amendment, and 
recommend that it be agreed to by the Senate. 

This resolution would authorize the sum of $30,000 for the con- 
tinuation of studies and investigations now being conducted by the 
Senate Subcommittee on Disarmament, pursuant to S. Res. 93 (as 
agreed to on July 25, 1955; 84th Cong., 1st sess.) until June 30, 1957, 
inclusive. 

Five of several staff studies the subcommittee had authorized have 
been published but another five are just now in the final stages of 
completion. The subcommittee has held several hearings but some 
hearings with witnesses having knowledge and experience of vital 
interest to the subcommittee have had to be postponed due to more 
pressing business before the Senate. The completion of the staff 
studies and hearings are needed to enable the subcommittee to 
evaluate the disarmament problem properly and to plot a future 
course. 

A 5-month budget in the full amount of $30,000 for the Subcom- 
mittee on Disarmament follows: 
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2 INVESTIGATIONS OF THE SUBCOMMITTEE ON DISARMAMENT 


Senate Foreign Relations Committee Subcommittee on Disarmament proposed budget, 


Feb. 1, 1957-June 80, 1957 





Position 





STAFF 


Legal and investigative: 








4 eS ee es 1 $7, 980 
Special counsel (consultant) .-_.........-.. 1 6, 300 
Editorial and research (research assistants) - - _- 2 4, 980 
Administrative and clerical (assistant clerks) 
I cai Sencint oat ots scmaikaccaiaiaiain inet 2 2, 460 
Subtotal, staff expenditures_...........-- I ecrcgacy oe 


| 





ADMINISTRATIVE 


Reimbursable payments to agencies (additional! to above salaries as indicated) .........-... 


Travel (inclusive of field investigations) 


Stationery, office supplies ; 
Communications, telephone and telegraph 


Num.- /|Base salary |Gross salary 
ber ce a 





Hearings (inclusive of reporters fees) .........- aia ie cen a at ale cata 


I, SOOURENOD, CGOCMINONEE | nn fs. cc ren crecksecusensnpedccnnnsbeaws 
errno renpesdduccwunsdbathuchenenminnenscececsanunemmon 


Monthly 
salary 
(gross) 


$1, 132. 25 
924. 25 
758. 02 


400. 75 


Total for 
period of 
budget 
(gross) 





$5, 661. 25 
4, 621. 25 


7, 580. 20 
4, 007. 50 


21, 870. 20 


SS 


3, 000. 00 

2, 000. 00 

2, 000. 00 
200. 00 

200. 00 

100. 00 

629. 80 

8, 129. 80 


30, 000. 00 
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INVESTIGATION OF PETROLEUM AND PETROLEUM 
PRODUCTS BY THE COMMITTEE ON INTERSTATE AND 
FOREIGN COMMERCE 


JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Hennrnos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 62] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 62) authorizing the Committee on Interstate 
and Foreign Commerce to investigate certain matters relating to 
petroleum and petroleum products, having considered the same, 
report favorably thereon without amendment and recommend that 
it be agreed to by the Senate. 

This resolution authorizes the Committee on Interstate and Foreign 
Commerce until January 31, 1958, inclusive, to expend $50,000 on a 
complete study of all matters relating to the production, delivery, and 
distribution for sale or use in interstate commerce of petroleum 
products, especially that such study shall result in protection of 
consumers from harmful effects brought about by those engaged in 
interstate activities relating to petroleum products. The resolution 
does not embrace the subject of natural gas. 

A letter from the chairman of the Committee on Interstate and 
Foreign Commerce, Senator Warren G. Magnuson, to the chairman 
of the Committee on Rules and Administration, Senator Thomas C. 
Hennings, Jr., detailing the proposals of the resolution, with an 
accompanying budget, is as follows: 
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Unirep States SENATE, 
CommMiTrEE ON INTERSTATE AND ForrEIGN CoMMERCE, 
January 25, 1957. 
Hon. THomas C. HenninGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear CHAIRMAN HeENNINGs: Senate Resolution 62 is now before 
your committee for consideration and action. 

This resolution authorizes the Committee on Interstate and Foreign 
Commerce to make a complete study and investigation of all matters 
relating to the production, delivery, and distribution for sale or use in 
interstate commerce of petroleum products, in order to provide for 
conservation and more effective use of our petroleum resources in the 
national interest, to properly protect consumers of such products from 
harmful effects brought about by those engaged in interstate activities 
relating to petroleum products and to prevent serious economic dis- 
location with respect to such products. 

This resolution does not relate to nor embrace natural gas since 
that problem will be the subject of separate legislation. 

In recent weeks, there has been a growing volume of protests from 
all parts of the country challenging the necessity on the part of all 
major oil companies for price increases (averaging 35 cents a barrel 
wholesale at the well, 1 cent a gallon at refinery level). These have 
been instituted since the Suez crisis required Western Europe to turn 
to this country for most of its immediate oil needs. 

The daily oil consumption of this country is said to run slightly 
over 9 million barrels daily. This means, therefore that a price increase 
of 35 cents a barrel results in an added cost to our Nation’s consumers 
of gasoline, fuel oil, and other petroleum products, of almost $3,150,000 
a day or $1,150 million a yea 

The impact of these price increases has affected every region of 
the country and every phase of our economy. It has burdened 
industrial plants engaged in interstate commerce as well as individual 
consumers, oil jobbe rs and distributors, and service-station operators 
An example i is found in the case of one State. There, the production 
of light and power depends upon sources of heavy fuel oil which has 
been increased, we are informed, 40 percent in price since Suez and, 
according to authoritative industry spokesmen, will cause a serious 
economic dislocation of industry. It is expected that in this State 
alone the added cost to power and light consumers, including our 
defense establishments, will run over $30 million annually. As to 
gasoline prices, a representative of the American Automobile Associa- 
tion has stated that current statistics indicate a gasoline price decrease 
could be effected, if ordinary laws of supply and demand were allowed 
to operate, 

This matter has been called to the attention of the Senate by 
numerous Senators during the past few weeks. This committee notes 
that statistics of the American Petroleum Institute show that our 
reserve stocks of oil and gasoline are now at a record high. Likewise, 
imports of oil continue at record levels. 

Additionally, the committee observes that the adequacy of pipeline 
service to gulf ports and availability of tanker service for coastal and 
foreign shipments i is an issue involved in the overall subject. Recently 
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various oil trade associations have questioned the operation of pipeline 
facilities and services at gulf ports. The facilities are said to be owned 
and controlled by six major oil companies which import or have 
affiliates importing petroleum products. Industrial consumers of fuel 
oil have raised a serious question as to the justification of- price 
increases at American refineries because of tankers taken out of 
American service to supply Western Europe. These are matters 
within the jurisdiction of the Senate Committee on Interstate and 
Foreign Commerce and, in which the members of this committee have 
a prime interest. 

This resolution has been submitted because of repeated requests 
received by members of this committee for an appropriate examination 
of all relevant facts in order to determine the feasibility of alleviating 
these economic burdens arising in interstate and foreign commerce. 
This committee has legislative jurisdiction over those agencies which 
are concerned with the basic problem created by the interstate 
activities of oil companies engaged in the production, delivery, and 
distribution of petroleum products, namely, the Federal Trade 
Commission, the Federal Maritime Board, and the Interstate Com- 
merce Commission. 

As noted above, the question of pipeline and tanker service is of 
fundamental importance in any approach to the subject matter. 
Construction of tankers as well as appropriate allocation of them for 
coastal and foreign shipments of petroleum products has received 
intensive committee attention in the past and recommends itself to 
appropriate committee examination and study. It is the unanimous 
view of Senators Pastore, Bible, Thurmond, Lausche, Bricker, Schoep- 
pel, Butler, Potter, Purtell, Payne, and Cotton that the Interstate 
and Foreign Commerce Committee proceed with this project. In 
this connection, it is their hope, as well as mine, that your committee 
will give prompt and favorable consideration to the resolution. 

The resolution requests an appropriation of $50,000. In accord- 
ance with the standing order of the Senate there is attached a tentative 
budget for the 12-month period ending January 31, 1958. 

Sincerely yours, 
WarrEN G. Maanuson, Chairman. 
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Proposed budget of ihe Committee on Interstate and Foreign Commerce under S. Res, 
62, to examine, investigate, and make a complete study of any and all matters per- 
taining to the production for sale or use in interstate commerce, the delivery to 
pipelines and other interstate transportation facilities, and the transportation, 
distribution, and sale or use in such commerce, of petroleum products, for the period 
Feb. 1, 1957, to Jan. 31, 1958, inclusive 











1 
Base Gross Monthly | Total for 
Position Num-| salary salary salary period of 
ber (per (per (gross) budget 
annum) | annum) each (gross) 























STAFF | 
Legal and investigative: 
adhe nemacnonann 1 | $6,960 | $12,072.01 $1,006.00 | $12,072.01 
i IS 9p oe ga og Ld ee 1 4,380 | 8,098.17 674. 84 8, 098. 17 
Accountant-investigator__.............--...... 1 4, 380 8, 098. 17 674. 84 8, 098. 17 
Editorial, research, economic, statistical: Econo- 
OTE « ), abihdiatieecieniant dr ditatnuttin aie 4, 980 9, 096. 20 758. 01 9, 096. 20 
Clerical and stenographic: Stenographer........... | 2 2, 160 4, 295. 97 357. 99 8, 591. 94 
i a EE ee 
a | 6 | Sasa | ee ae Se 45, 956. 49 
ADMINISTRATIVE 
Contribution to civil-service retirement fund (644 percent of total salaries paid after July 1, 

SE intebagtidedehnanietinibesinc<bsncdeanamiinat Le cisatidshasbh dindpatiubbshkhe daacdmanaeat 1, 742. 51 
Sr OR AE Oe DN icin chcienaiiahatimaiiularatisind ecewsbdntinimosvie’ 200. 00 
nr. Jes ietkancueibebinhebecanasedncaanmonracne renee 1, 000. 00 
a, SNE 8 re eee a alten ebhaesaoaddlbdesonnedioude 500. 00 
I 100. 00 
Communications (telephone, telegraph, postage) .....................-......-..-------.------ 300. 00 
I I a i ets 100. 00 
eee nals tie dike ti daee eh eee ean twas aminmamatons 101. 00 

I | 4, 043. 51 
eal Nd ie a cee es eds due u hs wil ene ialeteian annie een | 50, 000. 00 
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REPRINT OF PAMPHLET ENTITLED “TAX GUIDE FOR 
SMALL BUSINESS” 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 63] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 63) to print additional copies of the committee 
print entitled ‘“Tax Guide for Small Business,” 84th Congress, having 
considered the same, report favorably thereon without amendment, 
and recommend that the resolution be agreed to by the Senate. 

This resolution would reprint 10,700 additional copies of the pam- 
phlet entitled ‘“Tax Guide for Small Business” compiled by the tech- 
nical personnel of the Internal Revenue Service in collaboration with 
members of the staff of the Committee on Small Business. The num- 
ber called for, according to the committee, would satisfy that com- 
mittee’s outstanding requests from Members of Congress for this pub- 
lication while leaving a balance of 1,000 copies to be added to the 
stock on hand. 

The cost of the reprint is $1,200. 


O 
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INVESTIGATIONS OF FEDERAL ELECTIONS, CORRUPT 
PRACTICES AND OTHER MATTERS BY THE COMMITTEE 
ON RULES AND ADMINISTRATION 





JANUARY 28, 1957.—Ordered to be printed 
Filed, under authority of the order of the Senate of January 25, 1957 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 73} 


The Committee on Rules and Administration, having considered 
an original resolution (S. Res. 73) authorizing the Committee on 
Rules and Administration to make expenditures and to employ tem- 
yorary personnel, report favorably thereon, and recommend that it 
be acreed to by the Senate. 

This resolution would authorize the expenditure of $60,000 by the 
Committee on Rules and Administration and its standing Subcom- 
mittee on Privileges and Elections during the course of studies and 
investigations into matters within their jurisdiction including— 

(1) The election of the President, Vice President, or Members 
of Congress; 

(2) Corrupt practices; 

(3) Contested elections; 

(4) Credentials and qualifications; 

(5) Federal elections generally; and 

(6) Presidential succession. 

During the recent Federal election, the Subcommittee on Privileges 
and Elections conducted a statistical study into the expenditures of 
the political campaign. The staff report covering this investigation 
was submitted to the subcommittee a few days ago and is currently 
awaiting further action. 

The question of campaign expenditures is a complex one. It 
involves the study of their sources, the cost of political campaigns and 
the determination of realistic limitations on political spending. 
Nevertheless, the problem of campaign expenditures is only a facet of 
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the elective process. Considering that the existence of democracy 
itself rests on the integrity of the elective process safeguarded by law, 
the subcommittee contemplates a systematic study of all aspects of 
Federal elections in order to be in a position to suggest remedial legis- 
lation leading to a comprehensive Federal Election Act. Within the 
scope of this inquiry the subcommittee contemplates additional 
studies and hearings on the Federal Corrupt Practices Act, 1925, as 
amended, and the Hatch Political Activities Act, 1939, as amended. 

Studies and hearings also are contemplated concerning proposed 
legislation referred to the subcommittee during the ordinary course 
of business of the 1st session of the 85th Congress. 

A budget to cover the expenses of the subcommittee from Feb- 
ruary 1, 1957, to January 31, 1958, inclusive, is appended to this 
report. 










































Budget 
| | Base Gross Gross Total 
Position Number | salary per | salary per | salary per | salary for 
annum annum month period of 
| budget 
————— | —_——__|-———— = 
STAFF 
Legal and investigative: 
Rc, ss lial iccoinieenepiaintanitalida Gee 1 $8,000 | $13,617.69 | $1, 134. 80 $13, 617. 69 
I ae 1 7,620 | 13,052. 91 | 1, O87. 74 13, 052. 91 
any I I so cs insendireocnites  slioentlavennhenenie 7, 620 13, 052. 91 1, 087. 74 13, 052. 91 
Editorial and research is cdideidaiaiacanaeaaadittiabal aati ait ie iad E an tbl keieseielaiea Re 
Administrative and clerical: | | 
NTI | 1 4, 980 9, 096. 20 758. 01 9, 096. 20 
CdSTIOO MURISIANE... ..cannacsecsccne ceaeegabtiabeds | 1 3, 780 7, 070. 56 589, 21 7, 070. 56 
as 1 2, 460 4, 809. 79 400. 81 4,809. 79 
LS EES Sa ere. RR PG l 2, 040 4, 090. 46 | 340. 87 4, 090. 46 
Subtotal staff expense.....-.......-..- liicsceigieticenisiiossa suse a aa te a aia | 64, 790. 52 
| | | | ———— —=3 
ADMINISTRATIVE 
eee i ree Ser Wn PET PIIIOING SUNT no. nw ocaceccnanscenenasocescsanenuhesesonniens 2, 105. 69 
I TR MN so adden bnitinesodocdbaieebobdowbdabthbuewes lewoded 
es re an 2 Ce RAGIN, |. d caasenbnaeeendatianentiabnaneeneusepebed 1, 500. 00 
Na scent iid eo eared dete nein wikgehedains 1, 500. 00 
Witness fees, expenses Fi a i le ee Sh 1, 000. 00 
TI Ca cee og maps RS NRRANL A Teme anh caste mele nigah ed Sciten 1, 000. 00 
enna rmenrneenn: CORNUT OID ood anc weieminiodumeecuduceocacuususbccuucncess 500. 00 
re? Cents, @00 ___.. _....  pcgn nee eeneennbocbnnban deemea@bewnnebanss 500. 00 
ILD Co BEd cel ctelotpectscne ets woccebtbnvdkannibaediwseubsnednemnescodmueasbbesensée 2, 103. 79 
OIL | hic een eR Setenaamehiebanailbn® |} 10,209.48 
Total__-_- aah a cc a ia a a 75, 000. 00 
Fund requested, S. Res. 73, $75,000 
Less proposed reduction on part of Committee on Rules and Administration .-..............- 15, 000. 00 
III NTI oo tiicch ccantineniiiiedeetaieanibeninbia sehen a aed ebbatebanbabebinad | 60, 000. 00 





Q 
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COMMITTEE ON PUBLIC WORKS 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 





Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §&. Res. 34] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 34) authorizing the Committee on Public 
Works to employ additional temporary clerical assistants and pro- 
viding additional funds for the committee, having considered the 
same, report favorably thereon with an amendment, and recommend 
that the resolution, as amended, be agreed to by the Senate. 

This resolution provides for the authorization of expenditures and 
employment upon a temporary basis of such personnel as the com- 
mittee, or any duly authorized subcommittee thereof, deems advisable 
to carry out the functions of the committee. Such authority would 
rur until January 31, 1958, inclusive. 

The amendment offered to the resolution by the Committee on 
Rules and Administration reduces the amount asked for the above 
purposes from $100,000 to $75,000 and makes its text conformable 
to resolutions of comparable nature. 

The following is a letter from the chairman of the Committee on 
Public Works, Senator Dennis Chavez, to the chairman of the Com- 
mittee on Rules and Administration, Senator Thomas C. Hennings, 
Jr., concerning the resolution, with an accompanying budget: 


Unitrep States SENATE, 
CoMMITEEE ON Pusiic Works, 
January 18, 1957, 
Hon. Tuomas C. HENNINGS, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CHArrRMAN: From the Committee on Public Works, on 
January 17, 1957, I reported Senate Resolution 34, providing addi- 
tional funds for the committee’s use during the period February 1, 
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1957, to January 31, 1958. It is requested that your committee con- 
sider the resolution at an early date, and I respectfully urge that the 
committee report favorably thereon. 

The need for these funds arises primarily from the Federal-Aid 
Highway Act of 1956, a $25-billion program authorized by the 84th 
Congress, and the necessity for continuous study of the status and 

rogress for expediting this huge program for completion of the 

ation’s highway system. These studies will require an annual review 
of the program and reports by the agencies, and inspection of certain 
areas, conferences with highway officials and residents, and considera- 
tion of any necessary amendments to the legislation, in order to avoid 
delays in procurement of necessary equipment, materiel, and man- 
power for orderly prosecution of the program. The regular Federal- 
aid program will be carried forward and will require restudy every 
2 years. 

During the 84th Congress, a river and harbor and flood-control bill 
totaling $1.6 billion was passed by the Congress and vetoed by the 
President. Consideration will be given to another similar bill at this 
session of Congress. This bill will add to the large backlog of 

reviously authorized projects in the United States and its Territories. 
Further legislation is necessary from time to time to carry the program 
forward. It must be reviewed periodically in order to obtain up-to- 
date appraisals of benefits and costs, and the need for modifications of 
existing projects. The committee proposes to spend a limited time in 
the field inspecting some of these projects and holding conferences and 
hearings with local citizens and organizations interested in various 
features of water-resource development. 

Public Law 1018, 84th Congress, amended the Watershed Protection 
and Flood Prevention Act, to provide for its broader use in assisting 
local organizations in carrying out projects for flood-control and water- 
supply purposes. Approval of plans for certain projects under this 
act will be the responsibility of the Committee on Public Works, and 
will require extensive studies and investigations. 

The Water Pollution Control Act amendments of 1956, authorized 
Federal aid in the conduct and promotion of research, investigation, 
experiments, demonstration, and studies, for eliminating and improv- 
ing sanitary conditions of surface and underground waters of the 
United States. It also authorizes Federal grants for construction of 
necessary treatment works for sewage or other wastes discharging 
into any stream. Constant review and inspection of these matters 
by the committee will be necessary. 

During the 84th Congress the committee approved 150 Federal 
buildings, having an estimated aggregate cost of $737 million, for 
prosecution under the Lease- Purchase Act. This program will be 
carried forward, and since the projects are now being placed under 
construction, closer supervision will be necessary. 

Other matters that will be considered by the Committee on Public 
Works requiring special studies relate to codification of Federal-aid 
highway laws; power development at Niagara Falls; financing the 
Tennessee Valley Authority: water resources development policy; 
navigation bridge clearance; mineral rights in reservoir areas; timber- 
access roads; Potomac River pollution control; and buildings and 
grounds in the District of Columbia. 
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A division of the requested funds is as follows: 


I a i I er $49, 166. 36 
Contribution to civil-service retirement fund_............-.---.-.. 3, 195. 81 
NNR 2 oc anna a ccqadasducaamaueeeda baa ewe e adaware 32, 000. 00 
NINE in uimeianbncan wk tied nee tia aeinaaa le 12, 000. 00 
NEES... nocwawataiadnnataedeued weal adedumaudsdeteaednae 2, 000. 00 
CORSINEIIORUONR 5 oc cccndicnccuwukddidinwisewadaudeanduwdne cane 1, 637. 83 

TOU oa deeads necaddwitiGeveneesdeidadeeneaude eee 100, 000. 00 


Your early consideration of Senate Resolution 34 will be greatly 
appreciated. 
Sincerely yours, 
Dennis CHAVEZ, 
Chairman, Committee on Public Works. 

















Budget 
Base Gross Monthly | Total for 
Position Num-| salary salary salary period of 
ber (per (per (gross) budget 
annum) annum) (gross) 
STAFF 
Legal and investigative: 
I 1 $8,000 | $13, 617. 69 $1, 134. 72 $13, 617. 69 
i a ania ae ee 1 8, 000 13, 617. 69 1, 134. 72 13, 617. 69 
Administrative and clerical: 
Assistant clerk (secretary to director).......- 1 4, 320 7, 995. 40 666. 28 7, 995. 40 
UGE. ccntntcincneininstonuaedaabiataanded 2 3, 720 6, 967. 79 580. 67 13, 935. 58 
ee ee 
WON iia | - 2 ABM caeeedbanes Petedseeadase ta 49, 166. 36 
| | ‘-aeemeen 
ADMINISTRATIVE 


Contribution to civil-service retirement fund (6% percent of total salaries paid after July 1, 





UDID  -saso sce vse sheen ctsoihcdaee tect einai tec ahap aeieadeiadaguddabeahdaadinninonddelaaaaniaaniiaiees aaa 3, 195. 81 
een Teieetns OF Gale DORON... nccncdeudsasincgeadameedbeieinanlamaaieiaial 32, 000. 00 
Rees CES OF TETUNEE BOND) «ovine cccen sn ccnncccccsendsesnesss nestenemitendaonaen 12, 000. 00 
ete MOS GININIIOS . usaibinaaohanneaguenaamabianaaeamieaenmaiaatall 2, 000. 00 
CORERITUTIIOREIORS COGRIOINS, GRRIETRIII) ou cccccccncscescanscnsenseuseniniineseiesenssennnaees 1, 637. 83 

Seiibetel, SEIU. ciccccncnssemsenmenntinnindliiinetitininamamnill 50, 833. 64 
Ss 

PII, ssa eins theses anette teins agit eitiaaiaicipg tiiiiniaaa 100, 000. 00 

Less reduction proposed by Committee on Rules and Administration ...............--.--.<.- 25, 000. 00 
DIG CO siiaciccscitensinniomtenmntitecitiitesiviniadiiatinssnitaiidiciinimnasicidiilaasiiaeaitainaiaieiililiaitemtaimanatnil 75, 000. 00 





Fund requested, 8. Res. 34, $100,000. 
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INVESTIGATIONS BY THE COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 





JANUARY 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of January 25, 1957 


Mr. Hennings, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 46] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 46) authorizing certain investigations by the 
Committee on Interior and Insular Affairs and providing funds there- 
for, having considered the same, report favorably thereon with 
an amendment, and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution would authorize the Committee on Interior and 
Insular Affairs, from February 1, 1957, to January 31, 1958, inclusive, 
to examine and make a complete study of any and all matters pertain- 
ing to Indian affairs, irrigation and reclamation, minerals, materials 
and fuels, public lands, and Territories and insular affairs. 

The amendment offered by the Committee on Rules and Adminis- 
tration would reduce the amount asked for such purposes from 
$193,000 to $180,000. 

An explanation for the necessity of the resolution may be found in a 
letter from Senator James E. Murray, chairman of the Committee on 
Interior and Insular Affairs, to the chairman of the Committee on 
Rules and Administration, which, with an accompanying budget, is as 
follows: 

Unitep States SENATE, 
ComMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
January 18, 1957. 
Hon. Tuomas C. HenninGs, Jr., 
Chairman, Senate Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuHatrMAN: Pending before the Committee on Rules 
and Administration is Senate Resolution 46, which would make avail- 
able $193,000 to the Committee on Interior and Insular Affairs to 
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employ additional personnel on a temporary basis and to conduct 
studies and investigations of problems coming within the committee’s 
jurisdiction. ‘This resolution was introduced by myself and the rank- 
ing minority member of the committee, Senator Malone, after having 
been approved by the committee on January 15. 

The legislative burden of the Committee on Interior and Insular 
Affairs in the past few years has been of such proportion that it has 
been impossible for us to meet our responsibilities with the limited 
staff authorized under the Legislative Reorganization Act. We bave 
pointed out to the Committee on Rules on previous occasions that we 
are responsible for legislation that was handled by five standing com- 
mittees prior to the Reorganization Act. In the 84th Congress, the 
Interior Committee considered well over 500 legislative measures, 220 
of which became public law. In addition, a great number of surveys, 
special studies, and investigations were conducted with respect to the 
great diversity of complex problems underlying the legislation re- 
ferred to the committee. It is most essential, we feel, that the 
committee be in a position to deal with these problems thoroughly 
and promptly; only by retaining personnel in addition to those au- 
thorized under the Reorganization Act are we able to fully discharge 
our responsibilities. 

The Committee on Interior and Insular Affairs of the Senate has 
legislative responsibility for the wise and orderly development and 
conservation of the Nation’s natural resources which are worth 
countless billions of dollars. We feel justified in seeking the funds 
requested in Senate Resolution 46 in order to meet the task assigned 
to us. 

Enclosed herewith is a budget the committee has approved which 
outlines the expenditures to be made from the funds sought under 
Senate Resolution 46. During the 2d session of the 84th Cc ongress, 
the Interior Committee retained 13 employees under the provisions 
of Senate Resolution 183, and from time to time engaged consultants 
as needed. Under this proposed budget, we hope to retain the same 
staff of 13 technical and clerical employees and to appoint, on a salary 
basis, 1 additional technical staff member who has previously been 
serving with the committee on a consultant basis. The Committee 
on Interior and Insular Affairs is limiting its request for administrative 
funds for the coming year to the same amounts it obtained last year by 
special resolution, with two exceptions. We have decreased the 
amount sought for consultants to reflect the proposed transfer of a 
former consultant to the technical staff on a salary basis. The overall 
request for administrative funds is, however, larger than that requested 
last year due to the fact that we must include this year an amount 
required by law which is sufficient to cover retirement deductions 
for those of our employees under the retirement program. 

I would appreciate the opportunity of appearing personally before 
the Committee on Rules and Administration at its next meeting in 
support of this resolution, 

Sincerely yours, 


James E. Murray, Chairman. 
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Budget 
Base Monthly Total for 
Number} salary | Gross salary salary period of 
(per (per annum) (gross) budget 
annum) (gross) 
STAFF 

Technical: 
Technical staff member. ...........- 2 $8, 000 $13, 617. 69 $1, 134. 80 $27, 235. 38 
l 7, 500 12, 874. 57 1, 072. 88 12, 874. 57 
1 7, 260 12, 517. 88 1, 043. 15 12, 517. 88 
1 6, 960 12, 072.01 1, 006. 00 12, 072. 01 
1 6, 720 11, 715. 31 976. 27 11, 715. 31 
1 6, 660 11, 626. 14 968. 84 11, 626. 14 
1 6, 120 10, 823. 58 901. 96 10, 823. 58 
1 6, 060 10, 734. 41 894. 53 10, 734. 41 
1 5, 700 10, 199. 37 849. 94 10, 199. 37 

Clerical 
Stenographer 1 2, 940 5, 631. 89 469. 32 5, 631. 89 
0 ae. 1 2, 820 5, 426. 35 452.19 5, 426. 35 
Do.. a a ra 2 2, 760 5, 323. 61 443. 63 10, 647. 22 
ConsultenGs, ASUDSy TELA NGNOUUNE |. cnccncnsalucsscuceccladudsencdescsdluaeegsasnpaanse 12, 867. 43 
Subtotal, 6b GONG. ncn sccsiwcnns becsasddscdslvdeeduciedlatcbsstareoadttbetabaeeeds 154, 371. 54 
ADMINISTRATIVE 
Contribution to civil service retirement fund (6% percent of total salaries paid after July 1, ° 
1957) - ss scooter tc A Ma ai cata 4,124.1 

PGR TEUROPEEE WO GT TAGITe RIPON eos cocisassitcintininiteccetsinln ts acileibheitantrttntesendn niiiniiaatiiantatiicaad 18, 000. 00 
nS TREES GE SORGIUIET 00S... cuncincdiamnertedibeneswadiaemeeesae 12, 000. 00 
RENE, OTGS GRIND. 0 ic nn cinrindndacotunibebdinisinttadhasssseBinadnenssndebeianmebat 1, 500. 00 
Communications (telephone, telegraph) 2, 000. 00 
SEOOTEDRDOES, TARGOTIIOS, GOT ea vscsterscscsncd ecrteceenin cine adie teaeidithcaaisieisaedtabadialomimmnnennaiiaaae 200. 00 
COOMEIIIIE DUIG . nuncaccnentsdunctsnncoenddmnmbaiiwdtnesnepasmeneiaidamecuinaemaiel 804. 27 
eaEV CGE, AU EIIOET RANG CRON i ascccccicscintsiceiieshtnindntcinceamitn inthis da as 38, 628. 46 
I ae 193, 000. 00 
Less reduction by proposed amendment of Committee on Rules and Administration....... 13, 000. 00 
DIE COIN cciscciicininiissceniniictniceiecicaicncssn tintin aaa iliac 180, 000. 00 





Fund requested, 8S. Res. 46, $193,000. 
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SELECT COMMITTEE TO INVESTIGATE IMPROPER 
ACTIVITIES IN LABOR-MANAGEMENT RELATIONS 





January 30, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration 
submitted the following 


REPORT 


[To accompany S. Res. 74] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 74) establishing a select committee on investi- 
gation of improper activities in labor-management relations, and for 
other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the resolution, as amended, 
be agreed to by the Senate. 

This resolution would establish a select committee of the Senate 
to be selected 4 from the majority and 4 from the minority by the 
Vice President to conduct an investigation and study of the extent 
to which criminal or other improper practices or activities are, or 
have been, engaged in the field of labor-management relations or in 
groups or organizations of employees or employers to the detriment 
of the interests of the public, employers, or employees, and to deter- 
mine whether any changes are required in the laws of the United 
States in order to protect “such interests against the occurrence of such 
practices or activities. 

The amount to be authorized to be expended for such purposes 
from the contingent fund of the Senate is set at $350,000. The select 
committee would have until January 31, 1958, inclusive, to report 
any findings or recommendations. 

The first principal amendment offered to the resolution by the 
Committee on Rules and Administration in line 3, page 2, would give 
the select committee the authority to adopt its own rules of procedures 
not inconsistent with the rules of the Senate. The second principal 
amendment, in line 13, page 2, broadens the select committee’s options 
relating to its activities. The last amendment, found in lines 6 to 9, 
inclusive, on page 3, strikes language in the resolution considered to 
have been obviated by the insertion of the Rules and Administration 
committee’s first amendment on page 2, 
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All other amendments offered by the Committee on Rules and 
Administration are clarifying and perfecting in nature. 

There follows a budget submitted for the full amount of the $350,000 
which has the approval of the Committee on Rules and Adminis- 
tration: 


Proposed budget of the Select Committee To Investigate Racketeering in Labor Unions, 
pursuant to Senate Resolution 74 for the period Feb. 1, 1957, to Jan. 31, 1958 





























Monthly Total for 
Position Num- | Base salary | Gross salary salary period of 
ber (per annum) | (per annum) (gross) budget 
| (gross) 
STAFF 
Legal and investigative: 
Chief counsel.- 1 $8,820 | $14, 800.00 $1, 23 $14, 800. 00 
Assistant counsel 2 8, 000 13, 617. 69 1,13 13, 617. 69 
8, 000 13, 617. 69 1,13 13, 617. 69 
NUNS a cenit nengednmneanes 12 5, 880 10, 466. 88 87% 10, 466. 88 
5, 880 10, 466. 88 875 10, 466, 88 
5, 880 10, 466. 88 87: 10, 466. 88 
5, 880 10, 466. 88 87 10, 466. 88 
5, 880 10, 466. 88 87 10, 466, 88 
5, 880 10, 466. 88 87 10, 466. 88 
4, 980 9, 096. 20 75 9, 096. 20 
4, 980 9, 096. 20 TAS 9, 096. 20 
4, 980 9, 096. 20 75 9, 096. 20 
4, 980 9, 096. 20 75 9, 096. 20 
4, 980 9, 096. 20 758. 9, 096. 20 
4, 980 9, 096. 20 758. 01 9, 096. 20 
Administrative and clerical: 
Chief clerk 1 3, 780 7, 070. 56 589. 21 7, 070. 56 
Staff editor 1 2, 880 5, 529. 13 460. 76 5, 529. 13 
File clerk_- 1 2, 580 4, 912. 54 409. 37 4, 912. 54 
Stenographers.....-..------------- | 6 2, 580 4,912. 54 409. 37 4, 912. 54 
2, 580 4,912. 54 409. 37 4, 912. 54 
2, 580 4, 912. 54 409. 37 4, 912. 54 
2, 400 4, 707. 03 392. 25 4, 707. 03 
2, 400 4, 707. 03 392. 25 4, 707. 03 
2, 400 4, 707. 03 392. 25 4, 707, 0B 
Ec ctmonenapetaseseener= 1 1, 680 3, 480. 59 290. 04 | 3, 480. 59 
Nia cl 25 RS Ss st mnprebpesee 209, 265. 30 
ADMINISTRATIVE 
Contribution to civil service retirement fund (634 percent of salaries paid after July 1, 1957). 7, 934. 71 
Snr, ae ecipebabendapranbsadubnnuiGnebiann cobs 649. 90 
Accountant services (contract basis) _................-....-- 21, 500. 00 
Travel and per diem (field investigations) ....-. 40, 000. 00 
ee rE i dnp uavagndiipbbivpbobboscnbbbnbbbjosbiwbedsiedebousdos 35, 000. 00 
oe ooo ssabipuiiebioudinenaiaeninieeneede 25, 000. 00 
ee ee Tn on oo oo apannanebbenccernsboberssnnennnwe 7, 500. 00 
Newspapers, documents, photostats, marshal fees 1, 150.00 
Ose ceca sb eden Sinn enliven an ediat 2, 000. 00 
aOR CIRRIIRU, el sineelicabiiemeeneisaanebeureboenes ina 140, 734. 61 
——SSSSSS—=ss 
NE WO ditiiuionetion Sipwibe 4 is inis cihieiisbetpekibagibeabebepoodiatebnnessee 350, 000. 00 





O 
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NATIONAL CONSERVATION ANNIVERSARY COMMISSION 





January 30, 1957.—Ordered to be printed 





Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §., J. Res. 35] 


The Committee on Interior and Insular Affairs, to whom was 
referred the resolution (S. J. Res. 35) to provide for the observance 
and commemoration of the 50th anniversary of the first conference 
of State governors for the protection, in the public interest, of the 
natural resources of the United States, having considered the same, 
report favorably thereon and recommend that the resolution do pass. 

Committee action was unanimous. 


THE RESOLUTION 


Senate Joint Resolution 35 was introduced January 17, 1957, by 
Senator James E. Murray for himself and 64 other Senators. It is 
identical to Senate Joint Resolution 139 of the 84th Congress which 
was passed without dissent by the Senate on July 2, 1956. Public 
hearings had been held by the Interior and Insular Affairs Committee 
on June 7, 1956. 

The resolution provides for the establishment of a commission to 
arrange for observance and commemoration of the 50th anniversary 
of the Ist conference of State governors on conservation in the United 
States and generally promote a realization among citizens of the 
importance of protecting and conserving our natural resources. 

The proposed Commission will include representatives of the execu- 
tive and legislative branches, and is to expand itself to 35 members 
by the appointment of 15 representatives of groups interested in 
conservation and 10 citizens at large from private life. Necessary 
appropriations to conduct the Commission’s work are authorized. 


BACKGROUND 


In 1908 President Theodore Roosevelt, who had been impressed by 
Gifford Pinchot with the urgency of conservation problems, called a 
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conference of the governors of the States on the subject. The gover- 
nors convened in Washington May 12, 1908. They were addressed 
by President Roosevelt on May 13, 1908, and, after their deliberations, 
adopted resolutions upon which a growing conservation movement in 
the United States has been based. 

Conservation’s beginning in the Nation preceded the conference of 
State governors. Development of water transportation, irrigation, 
and reclamation, were underway. Many individuals and organiza- 
tions had for some years realized and worried that at least some of 
America’s resources are not inexhaustible. They saw the necessity 
for the prudent management of watersheds and renewable resources. 
They foresaw the necessity for exploration, development, and prudent 
use of mineral resources. 

The conference of governors called by President Roosevelt was, 
however, the first official, Federal recognition of conservation—the 
protection and wise use of all our resources to achieve optimum values 
for all the people of the Nation—as a broad national problem involving 
all citizens and all levels of government. The conference is appro- 
priately regarded as the beginning of today’s conservation movement. 


PURPOSE OF SENATE JOINT RESOLUTION 139 


The United States increasing population and widely distributed pur- 
chasing power, affording an unequaled standard of living and high 
consumption by its citizens, plus the drain of two world wars, has 
created a demand on our resources beyond the conception of even 
those men who attended the 1908 conference. 

Despite gigantic strides which have been taken in the conservation 
field, including the reservation of forest and range lands, establishment 
of national parks and monuments, extension of waterways and flood- 
control works, creation of the Bureau of Reclamation, the Tennessee 
Valley Authority, the Soil Conservation Service, and numerous other 
agencies in the conservation field, there is agreement that far more 
must be done; that the subject “will in the future demand much 
more thought and effort than we, as a nation, have seen fit to give in 
the past.” 

President Dwight D. Eisenhower and many leaders in industry, 
agriculture, labor, science, and education have declared that as the 
Nation has grown, conservation problems have become more pressing 
than ever. 

One of the biggest problems in achieving conservation results is a 
lag between professional understanding of the problems and public 
understanding. It has taken decades to attain the present extensive 
public understanding of the necessity for soil conservation. But 
erosion of land could not be stopped simply by passing a law. It 
requires the cooperation of the public and millions of landowners. 

The Congress and the executive branch now have before them many 
comprehensive and expert reports on water and resources problems 
and policies. They describe many resource problems which, like 
erosion control, require more than a law to correct. ‘They require 
public understanding and cooperation. 
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The commemoration of the 50th anniversary of the 1st governors 
conference on conservation problems proposed by Senate Joint Reso- 
lution 35 offers an unusual opportunity to give impetus to the con- 

servation movement in several ways. 

There can be an official stocktaking of how far we have progressed 
in the field, where we stand, and what the years ahead require. 

There will be stimulated discussion and debate essential to public 
understanding and democratic determination of resource policy. 

There will be created an unparalleled opportunity to focus public 
attention on conservation needs and issues, 


WIDESPREAD INTEREST 


The committee has received assurances from executives of mass 
media— press, radio, television, and magazines—thet they will give 
space and time as a public service in emphasizing conservation during 
an anniversary year. 

Representatives of many great national organizations have pledged 
their partic ipation, without cost to the Government, in assisting with 
the Commission’s work and in directing public attention to conserva- 
tion questions during 1958. Several organizations will make conserva- 
tion the theme of their educational programs and of meetings during 
the anniversary year. 

Witnesses are in unanimous agreement that the proposed commemo- 
ration is not only an appropriate tribute to conservation pioneers, 
but an unusual opportunity to advance the movement which they 
founded. 

The administrative agencies reported favorably on the creation of 
the Commission, suggesting amendments to the resolution which were 
considered and adopted where feasible. 

Support within Congress itself is evidenced by the fact that Senate 
Joint Resolution 35 has 65 Senatorial sponsors and has been introduced 
by several in the House of Representatives. 

The committee was honored at its hearings on June 7, 1956, by the 
appearance of Mrs. Gifford Pinchot, w idow of the former Governor 
of Pennsylvania and first Federal Forest Service Director, on behalf 
of the resolution. 

Other supporters included Morris L. Cooke, Chairman of the 
President’s Water Resources Policy Commission which provided a 
comprehensive report on that subject in 1951, and Mr. William S. 
Paley, Chairman of the President’s Materials Policy Commission of 
1951-52. 

REPORTS OF EXECUTIVE AGENCIES 


The favorable reports of the Bureau of the Budget and the Depart- 
ment of the Interior on Senate Joint Resolution 101, an earlier measure 
substantially identical to Senate Joint Resolution 139 of the 84th 
Congress and Senate Joint Resolution 35 on which this report is made, 
are set forth in full. 
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Executive Orrick OF THE PRESIDENT, 
BurREAU OF THE BupDGET, 
Washington, D. C., May 16, 1956, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuartrman: This will acknowledge your letter of 
September 1, 1955, inviting the Bureau of the Budget to comment on 
Senate Joint Resolution 101, a joint resolution to provide for the 
observance and commemoration of the 50th anniversary of the found- 
ing and launching of the conservation movement for the protection 
of the public interest, of the natural resources of the United States. 

The resolution would establish a National Conservation Memorial 
Commission consisting initially of the President of the United States 
as honorary chairman, the President of the Senate and 4 Members of 
the Senate appointed by him, and the Speaker of the House of Repre- 
sentatives and 4 Members of the House appointed by him. These 
Members would select a chairman from among themselves and the 
Chairman could, with the advice of the Commission, and 15 members 
representing national nonprofit conservation organizations and 10 
citizens at large from private life. The Commission would have the 
function of preparing and carrying out a comprehensive plan for the 
observance and commemoration of the 50th anniversay of the birth 
of the conservation movement. 

The Bureau of the Budget agrees that the contributions of the con- 
servation movement of the United States to the national welfare have 
been so important that it is fitting to commemorate the 50th anni- 
versary of its birth. The Bureau also concurs in the desirability of 
establishing a commission to take the leadership in planning and 
carrying out the anniversary observances. However, we believe that 
the resolution would be made to conform more closely to comparable 
past legislation and that the achievement of its objectives would be 
facilitated if amended as suggested below. 

First, it is suggested that the function of appointing representatives 
of conservation organizations and citizens at large be lodged in the 
President rather than in the Chairman of the Commission. This is 
an executive function normally assigned the President. Presidential 
appointments also carry with them a distinction conducive to the suc- 
cess of a body of this sort. Congress has recognized the desirabil- 
ity of Presidential appointment of citizen members in such recent 
statutes as those establishing the Jamestown-Williamsburg- Yorktown 
Celebration Commission (Public Law 263, 83d Cong.), the United 
States Commission for the Celebration of the Two Hundredth Anni- 
versary of the Birth of John Marshall (Public Law 581, 83d Cong.), 
the Alexander Hamilton Bicentennial Commission (Public Law 601, 
83d Cong.), the Woodrow Wilson Centennial Celebration Commission 
(Public Law 705, 83d Cong.), the National Monument Commission 
(Public Law 742, 83d Cong.), the Boston National Historic Sites 
Commission (Public Law 75, 84th Cong.), the Theodore Roosevelt 
Centennial Commission (Public Law 183, 84th Cong.), and the 
Franklin Delano Roosevelt Memorial Commission (Public Law 372, 
84th Cong.). 
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Second, it is suggested that the resolution provide that the Presi- 
dent choose the Chairman of the Commission from among the mem- 
bers appointed by him. If the Commission is to function effectively 
the Chairman must be prepared to devote a substantial amount of 
time to its work. For this reason it would seem desirable for the 
Chairman to be a person from private life who would not be burdened 
by the demands of another public office. The appropriate language 
from the acts establishing the Jamestown-Williamsburg-Yorktown 
Celebration Commission and the Woodrow Wilson Centennial Com- 
mission is recommended. 

Third, it is suggested that the resolution be amended to add to the 
Commission the Secretaries of the Interior and Agriculture, or such 
officials of those Departments as the respective Secretaries may 
designate. The vital role played by the Departments of the Interior 
and Agriculture in the conservation of natural resources fully justifies 
their being represented on a commission of the type contemplated by 
the resolution. 

Fourth, the resolution as now worded would authorize a possibly 
unwieldly membership of 35 persons on the Commission. It is sub- 
gested that the President be empowered to limit the size of the Com- 
mission by the insertion of the phrase ‘‘not more than” before the word 
“fifteen” in line 10 of page 4 and before the word “ten” in line 12 of 
page 4. 

Fifth, it is suggested that the language authorizing appropriations 
(sec. 3 (b)) be replaced by the more general wording appearing in sec- 
tion 6 of the act establishing the Commission for the Celebration of 
the Two Hundredth Anniversary of the Birth of John Marshall. The 
effect would be to remove the $100,000 limitation on appropriations. 
In the case of several of the commissions mentioned above it has been 
necessary for the Congress to amend the initial enactments to increase 
the appropriation limitations so that the organizations could effec- 
tively execute their prescribed functions. The Congress would be 
able to control the funds made available to the Commission through 
the normal appropriations process. 

If this measure is amended as suggested above, the Bureau of the 
Budget would favor its enactment. 

Sincerely yours, 
PrercivaAL BrunpaGe, Director. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 22, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: You have requested an expression 
of the views of this Department on Senate Joint Resolution 101, a 
resolution to provide for the observance and commemoration of the 
50th anniversary of the founding and launching of the conservation 
movement for the protection in the public interest, of the natural 
resources of the United States. 
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We heartily endorse the purposes of Senate Joint Resolution 101 
and are glad to note that it contemplates that the proposed National 
Conservation Memorial Commission shall not only ‘‘prepare and 
carry out a comprehensive plan for the observance and commemo- 
ration of the 50th anniversary of the birth of the conservation move- 
ment in the United States” but shall also “‘promote among all citizens 
a realization of the importance of protecting the natural resources of 
the United States.” 

This Department comprises, I believe, the largest group of conserva- 
tion agencies in the Government. It and its National Park Service, 
Fish and Wildlife Service, Bureau of Reclamation, Geological Survey, 
Bureau of Land Management, Bureau of Mines, Bureau of Indian 
Affairs, and power agencies are, all of them, vitally interested in and a 
part of the conservation movement. Many of their activities are a 
direct outgrowth of the insistence of President Theodore Roosevelt, 
as noted in the preamble to Senate Joint Resolution 101, on the im- 
portance of conservation. We will therefore be glad to assist and 
participate in carrying out the terms of the joint resolution. 

Two minor suggestions which your committee may wish to consider 
in marking up Senate Joint Resolution 101 have occurred to us: 

(1) Though the distinction between “protecting” and ‘‘conserving” 
is a subtle one, we believe that the latter word would be preferable 
to the former in line 18, page 4. 

(2) Consideration might well be given to supplementing the pro- 
visions of section 1 (b) to provide for membership on the National 
Conservation Memorial Commission of the heads of those Federal 
departments and agencies which play an important role in carrying 
out the conservation functions of the Federal Government. 

You have already received from the Director of the Bureau of the 
Budget that agency’s comments on Senate Joint Resolution 101. 
Its letter to you contains many valuable suggestions in which we 
concur. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


O 
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LETTERS OF TRANSMITTAL 


Unirep States SENATE, 
SeLEct CoMMITTEE ON SMALL BusINgss, 
February 1, 1957. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
United States Senate, Washington, D. C. 


Dear Mr. Prestpent: I have the honor to transmit to you the 
Seventh Annual Report of the Select Committee on Small Business. 
This report, in summarizing the major activities of the committee 
during the 2d session of the 84th Congress, also emphasizes problems 
of small business which, in the opinion of the committee, will require 
the attention of the 85th Congress. 

[ am gratified to state that, as in each previous year of the com- 
mittee’s existence, the findings and recommendations of the annual 
report are concurred in unanimously by all committee members. 

On behalf of the committee, I wish to express our deep appreciation 
to the staff which has worked so diligently for small business during 
the past year. These men and women have utilized their broad expe- 
rience and professional competence industriously, and the committee 
members are indebted to them: Walter B. Stults, staff director; Blake 
O’Connor, professional staff member; William D. Amis, professional 
staff member; Philip F. Jehle, counsel; Robert L. Weadock, profes- 
sional staff member: ; Roy E. Foulke, professional staff member 
William A. Creech, professional staff member; John J. Flynn, counsel; 
Wiley M. Messick, counsel; Minna L. Ruppert, chief clerk; Elizabeth 
A. Byrne, assistant chief clerk. 


JOHN SPARKMAN, 
Chairman, Select Committee on Small Business. 
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SEVENTH ANNUAL REPORT OF THE SELECT COMMITTEE 
ON SMALL BUSINESS 


February 1, 1957.—Ordered to be printed 


Mr. SpARKMAN, from the Select Committee on Small Business, sub- 
mitted the following 


SEVENTH ANNUAL REPORT 


INTRODUCTION 


A few years hence, historians of the American economy may mark 
down 1956 as the year in which small business for the first time became 
recognized as a major factor in our national life. 

Vast and amorphous, the small-business community, in numbers 
alone comprising more than 95 percent of our total business population, 
had for the past 15 years been the object of concerned attention by 
specialized groups, notably the Congress, parts of the executive branch, 
a handful of professional economists, and scattered centers of interest 
in the postgraduate academic world. 

It was not until 1956, however, that the cumulative impact of 
economic and sociopolitical influences plucked small business from 
its relative obscurity, removed it from the parochial solicitude of 
professionals, and placed it, together with its host of problems, squarely 
on the lap of the general public as a subject of national concern. 

This is probably the most important single development in the field 
of small business during the past year. Certainly, to the growing 
number of those who believe that America’s unrivaled free-enterprise 
economy will stand or fall in the years ahead to the extent that its 
more than 4 million small and independent enterprises prosper, the 
belated acceptance of the small-business man as a major economic 
force takes on a special significance. 

Primarily it means the dawning of a virtually universal recognition 
that the Nation’s smaller business units will, in the mass, play a pivotal 
role in the preservation of our peculiar form of industrial democracy. 
This is far from a new concept. What is new, however, is to hear un- 
challenged from the lips of responsible industrialists themselves such 
assertions as that the ‘‘end of competition” and the birth of an era of 


1 
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“corporate socialism” is close at hand unless small business is given 
prompt and efficient help. 
One industrialist summed up the general problem in these words: 


I think that, if our economic system is to continue, we 
must have smaller businesses developing, otherwise com- 
petition will be eliminated in the next 5 to 10 years, and we 
will end up with 1, or possibly 2, large companies in each of 
the major fields * * *. Smaller businesses * * * are * * * 
meahaiiier being forced out of business by the giant. corpora- 
tions and by some of the unfair advantages which those 
corporations have under our present economy. 


Twenty years ago such a statement might have been lightly dis- 
missed. In 1956 it is accepted as a commonsense statement of one 
of the economic realities of our times. 

Twenty years ago scarcely a single agency of Government had 

olicies or programs designed specifically to aid small business. 

et, today, led by the Senate and the House, each with a Small 
Business Committee, most Federal departments and agencies whose 
functions directly affect the world of business have small-business 
programs and units. In addition, the Small Business Administra- 
tion is beginning to leave its lowly place at the foot of the Federal 
table and move up into a more prominent position in the councils 
of Government. The absolute need of an agency to champion the 
cause of small and independent business was recognized by Congress 
when, during the early days of World War II, it created the Smaller 
War Plants Corporation. The Korean war necessitated the estab- 
lishment of the Small Defense Plants Administration, which was 
followed by the Small Business Administration as the first nonwar 
small-business agency—tacit acknowledgment that peace no less than 
war has its dangers for the*%economic{underprivileged. 

Another landmark in the elevation of ml business was reached on 
May 31, 1956, when there was created a Cabinet Committee on Small 
Business, the members of which include the Secretary of Defense, 
Secretary of Commerce, Secretary of Labor, Director of the Office of 
Defense Mobilization, Administrator of the Housing and Home 
Finance Agency, Administrator of the Small Business Administration, 
and the Chairman of the Council of Economic Advisers. Thus, by 
1956, the Nation’s small-business men had succeeded in placing their 
problems on the steps of the White House itself. 

If any doubt lingered that small business had achieved upper-case 
status and was ready to join big business, big labor, and big agriculture 
as a national force to be reckoned with, the question was settled with 
finality by the platform planks on small business and free enterprise 
of both political parties. It needed but the ensuing campaign carried 
on through every medium of public communication to drive home to 
the Nation that small and independent businessmen—so long the 
anonymous underdogs of our industrial system—today stand forth as 
legitimate and coequal claim holders on the American future. 


1T. M. Evans, president of the H. K. Porter Co., Inc., Pittsburgh, Pa., before the American Manage- 
ment Association Conference on Mergers and Acquisitions, New York Herald Tribune, November 1, 1956. 
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WANT IN THE MIDST OF PLENTY 


The sudden transformation of small business from a somewhat 
nebulous abstraction into a common household phrase provides an 
ironical commentary on the prevailing economic climate throughout 
the Nation, for, there is evidence to support the belief that the gravest 
threat to small business since the early days of World War II is the 
present booming rate of business activity—in a word, prosperity, 
This anomaly is “rooted in the circumstance that the benefits of pros- 
perity have somehow managed to bypass many segments of the 
small-business community. The major business trends today are 
clearly running counter to the best interest of the Nation’s smaller 
business units which in 1956 stood in the spotlight of national attention 
chiefly because they were the conspicuous stragglers in the parade of 
prosperity. 

In its sixth annual report, covering the year 1955, your committee 
pointed out the dangers of this great inconsistency: 


What concerns your committee is that small business has 
failed to share on a relatively equal basis with big business 
in the present boom period. Equally disquieting is a lack 
of evidence that the future holds out to the small-business 
man any substantial hope that he, the quintessential expres- 
sion of our free-enterprise system, may be able to maintain 
his position in an economy which offers mounting testimony 
that size and success, as well as size and survival, are cor- 
relative. * * * 

Your committee believes it entirely pertinent to inquire 
why more of the bloom of 1955’s industrial bonanza did not 
rub off on small business.’ 


Nothing has taken place since to persuade your committee that 
conditions as a whole for small and independent businessmen have 
turned for the better. On the contrary, it seems to your committee 
that during the past year there has been an intensification and a 
multiplication of some of those very business trends which 12 months 
ago caused concern. 

"For one thing, the concentration of economic power to a degree 
that approaches ‘the absolute in the hands of fewer and fewer large 
corporations continued throughout 1956 at an accelerated pace. 
Corporate mergers and acquisitions, for instance, which at a rate of 
846 in 1955 attained a 25-year peak, climbed still farther in 1956 to 
a new quarter-century record of more than 900 competitively signifi- 
cant mergers. 

The impact of unrestrained merger activity on competition and on 
smaller companies which are trying to retain their grip on existence, 
is obvious. Only one of scores of random examples is required to 
illustrate the injury to competition that excessive concentration 
promotes. In January of 1956, the Federal Trade Commission filed 
an antitrust complaint against Foremost Dairies, Inc. The Com- 
mission charged that Foremost, one of the 4 largest purchasers, 
processors, and distributors of dairy products, hiked its sales from 
$52 million in 1950 to $375 million in 1954, largely as the result of 
having acquired no less than 39 smaller companies. 


28. Rept. 1368: Sixth Annual Report, Senate Small Business Committee, 1955, pp. 2, 3. 
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This pattern of either killing off or buying out smaller competitors 
has become a major characteristic of many industries. So pronounced 
has the trend toward fewer and larger companies become, the direct 
result of systemic merger programs undertaken by many large con- 
cerns, that last August a vice president of the Westinghouse Electric 
Co. predicted that within a few years the entire television, radio, and 
electric appliance field will be dominated by only half a dozen corpora- 
tions. Lending substance to this forecast was the announcement in 
November that the Avco Manufacturing Corp. (current assets $154 
million) had sold its Bendix washer and dryer division to the Philco 
Corp. and had discontinued manufacturing appliances under the 
Crosley trademark. Here is clear indication that in the appliance 
field, as in many others, it is not enough to be merely big, it is neces- 
sary to be mammoth. 

The electric appliance industry, in fact, gives a revealing insight 
into some of the results of the competitive climate which has prevailed 
for the past few years. Following a survey of “the ever-changing 
profile of the major appliance industry,’ Retailing Daily concluded 
that: 


In just 2 years, at least 27 companies of varying size and 
importance in the major appliance industry have either 
merged, been purchased, discontinued appliances, gone into 
bankruptcy, or simply closed their doors. 

In noting that only two companies previously not connected with the 
appliance field had entered it within the past 2 years, Retailing Daily 
commented: 


With this major exception, the result of all the shifting 
within the industry is one of reducing the number of competi- 
tive brands on the market. Like a poker game, apparently, 
the more players that can be knocked out of a hand, the 
greater is the possibility of winning. 


The president of a well-known appliance company was quoted as 
saying: 
There is no longer a place in the home appliance field for 
the single-line company. It cannot compete with the in- 
tensive, expansive merchandising of full-line companies who 
compete with television programs and only incidentally with 
their products.’ 


To understand the implications of this situation, perhaps there is no 
need to search further than to be aware that between 1952 and the end 
of 1955 the number of manufacturing firms declined by 18,900. In 
view of this, it is not surprising to observe that small manufacturers’ 
share of total manufacturing sales dipped from about 19 percent in 
1947 to 12.3 percent in the first half of 1956. This becomes all the 
more worthy of notice in light of the fact that from 1952 through 1955 
there was an increase of approximately 75,000 firms in the other 
business categories: wholesaling, contract construction, retailing, and 
service trades. 

In noting the net decrease in the number of manufacturing estab- 
lishments between 1952 and 1955, your committee wishes to direct to 


3 Retailing Daily, November 15, 1956, pp. 1, 34. 
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the attention of the Pentagon the thought that since fiscal year 1953 
there also has been a progressive decrease in the percentage of con- 
tracts deemed suitable for production by small plants which has been 
awarded to small plants. 

While the number of manufacturing firms declined, there was evi- 
dence that those small firms managing to survive showed a relatively 
better profit position in the first half of 1956, compared with the 
same period of 1955. For example, manufactures with assets under 
$250,000 showed an annual rate of profit (after taxes) of about 2 
cents per dollar of sales in the first 6 months of 1956, as against ap- 
proximately 1 cent per dollar in the first half of 1955. Firms with 
assets of $100 million and over eased fractionally to an annual rate 
of profit (after taxes) of 7 cents per dollar of sales in the first half of 
1956, compared with approximately 7.2 cents in the same 1955 period. 
Your committee is pleased to note this increase in profit per dollar 
of sales for the small manufacturing companies, but cautions that the 
wide gap remaining between earnings of the smallest firms and the 
largest merits continuing concern. 

To your committee, the substantial increase in the number of small- 
business failures during 1956 is a reflection of the adverse conditions 
which are impeding the profitable operation of many small- and 
medium-size enterprises. In 1956, small-business failures totaled 
12,686.4 This represents a 16 percent increase over 1955 and is a 
post-World War II high. ‘Total liabilities of failures in 1956 climbed 
to $562,697 ,000, with a marked increase of 25 percent among businesses 
with liabilities in excess of $100,000. 

That staying in business is a problem not confined to the community 
of small manufacturers is shown by the fact that during the first 9 
months of 1956 the number of failures among apparel and accessories, 
dry goods, and general merchandise retail outlets increased 39 percent 
over the first three quarters of 1955. The liabilities of this group of 
failures almost doubled between the 2 periods, climbing from $15,- 
438,000 to $29,484,000. At the same time, the outlook for small, 
independent grocery stores appeared dimmer than it had in the past. 
Chain grocery stores with 11 or more units increased their percentage 
of gross sales in the first half of 1956 to an estimated 39.8, compared 
with 34.4 percent in 1948. Based on a unit standard of 4 or more, 
the chains’ percentage of total sales for the January-June 1956 period 
was 43.4, contrasted with 37.6 percent in 1948. Clearly, in many 
fields of commercial endeavor which have traditionally been hos- 
pitable to the aspirations and efforts of smaller operators, the present 
odds against success are lengthening. 

Your committee feels that it would be helpful to dispel a somewhat 
widely held misconception that the number of newly registered busi- 
ness incorporations represents a net addition to{theybusiness popula- 
tion and, therefore, provides a reliable guide to the vigor of our econ- 
omy. The fact is that statistics on a nationwide basis do not exist 
which show whether new incorporations are actually new-business 
births or whether the incorporations merely reflect on thetpart of 
already established firms a simple change of organizational form frona 
partnerships and proprietorships. 

For this reason data on new incorporations can mislead. This 
becomes clearer with the realization that one of the chief reasons for 


‘Dun & Bradstreet, Inc, 








6 SEVENTH ANNUAL REPORT ON SMALL BUSINESS 


preferring the corporate form of business organization is to minimize 
personal liability. On this point, the April 1955 issue of the Survey 
of Current Business, United States Department of Commerce, throws 
an interesting light when it states 


A comparison of the number of corporate tax returns with 
estimates of the total business population * * * indicates 
that the proportion of corporations has increased from about 
9 percent in 1910 to about 13 percent currently—a rise of 
only a few percentage points over this entire period. These 
data also indicate that prior to World War II, corporations 
were relatively most numerous during periods of depressions 
and proportionately fewest under favorable business con- 
ditions, reflecting the greater cyclical stability of the larger 
firms. 


According to the figures available through the first 9 months of 
1956,° the projected rate of new incorporations for the entire year 
should approximate 144,800. This estimated total would exceed by 
a substantial margin the 105,589 average for the years 1946 through 
1955, inclusive. 

It is not disputable that down through the years the business popu- 
lation has increased along with the Nation’s human population. Yet, 
it is equally clear that in recent years the pace of business-population 
growth has slowed. The year 1953 showed an increase of 7,000 
firms, and the year 1954 added only 4,000 firms. In 1955, however, 
the increase jumped to 63,000, about equal to the 1952 growth. A 
continuing increase in 1956 would tend to offset, to a considerable 
extent, the distinct decline in the rate of increase noticeable in recent 
years. Nonetheless, figures available for the full 5-year period, 1951 
through 1955, show an average annual increase of only 39,000 firms 
as compared with the average increase of 53,000 firms during the 20- 
year period from 1930 through 1950. 

One of the major reasons why the general optimism about the busi- 
ness outlook does not include small-business men is because of their 
fear that they are not in a position to take part in the nationwide 
expansion program which large corporate enterprises are launching. 
Some notion of the immensity of this program can be gained from the 
fact that during 1956, American business is expected to spend $35.3 
billion on new plant and equipment, a 23 percent increase over 1955 
and an all-time high outlay for capital expansion. 

Two major factors militate against the ability of small business to 
participate to any substantial extent in this mammoth expansion of 
the Nation’s industrial plant. The first drawback is the high rate of 
business-income taxes and the second is the tight-money market 
which has made it increasingly difficult for small- and medium-size 
companies to obtain credit. 

TAXES 


The traditional way for small companies to grow is to finance their 
expansion by the use of retained earnings. Thus, for the years 1947- 
50, about 80 percent of physical expansion of nonfinancial corporations, 
including inventories, was paid for with retained profits. From 1953 
to 1955, this proportion increased to 87 percent. 


; tag ee of Current Business, U. S. Department of Commerce, April 1955, p. 15. 
p. cit. p. 7. 
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Small corporations trying to finance expansion out of earnings are 
hard hit by the present Federal income-tax rate which takes 30 
percent of a corporation’s profits up to $25,000 and 52 percent of all 
earnings above that amount. When it is considered that 47 percent 
of all corporations pocket a net annual income, before taxes, of less 
than $5,000 and that 98 percent of all corporations earn less than 
$375,000, it may readily be seen that taxes tend to turn the growth 
plans of many companies into mere wishful thinking. It is equally 
evident that when smal) firms are stopped from expanding, this factor 
alone gives a tremendous impetus to the concentration of economic 
power in the hands of those larger companies which have available 
to them not only a large percentage of their heavy profits but also 
sources of money other than retained earnings. 

That high income taxes are an effective barrier to small-business 
growth is a fact, the serious import of which has come to be conceded 
within the past year. In a special study ’ of this condition the point 
is made that: 


The high rates of corporate income tax during recent years 
appear to have been by far the most important feature of the 
taxz structure tending to increase the level of concentration. To 
the extent that this tax has not been shifted, it has restricted 
the growth of successful small companies much more severely 
than that of larger concerns. This conclusion applies to the 
effects of the tax on the availability of outside capital as well 
as on internally financed growth, although the latter is of 
greater importance. This restrictive effect of the tax has been 
especially marked with respect to the growth and growth potential 
of the more vigorous and promising concerns with the best 
chance of effectively challenging the established positions of their 
dominant competitors. {Italic supplied.] 


Your committee cannot take other than an extremely grave view 
of the threat to small business and to our free-enterprise system which 
is implicit in the present high rate of corporate taxes. Your com- 
mittee’s own deep concern on this score is fully shared by the Joint 
Economic Committee which, in its report on Federal Tax Policy for 
Economic Growth and Stability, commented: 


It is obvious * * * that every effort should be made to 
write simpler tax laws. The more complex the tax code, 
the greater the burden on small business relative to the 
position of larger businesses. 

* * * The tax laws should be carefully examined and 
appraised in terms of their impact on the ability of small- 
and medium-size companies to resist inducement for absorp- 
tion into larger business units. 

The growth requirements of small and new companies 
frequently involve more extensive reliance on internal re- 
sources, particularly retained earnings, than in the case of 
other companies. A corporation income tax rate structure 
which does not unduly limit the financial resources required 
to finance the growth of large, established companies, there- 
fore, may prove extremely burdensome in this respect for 


? Profs. John Lintner and J. Keith Butters, in Effects of Taxes on Business Concentration in the volume 
Business Concentration and Price Policy, Harvard University Press, 1955. 
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small and new companies. A greater differential in effective 
rates applicable to small and large corporate taxpayers should 
be given careful consideration. 


Among the report’s four major conclusions was that the Federal 
tax policy in the future should: 


Protect the competitive position of small and new busi- 
nesses by providing adequate tax offsets to business risks 
and by gearing the structure of tax rates to any differential 
barriers to acquiring the financial resources required for their 
growth and development.® 


CREDIT 


To most smaller business concerns, the most important raw material 
is the cash or credit needed to carry on not only the day-by-day opera- 
tions of the enterprise, but also to finance capital improvements. 
There are three sources of such funds: equity capital, loans, and 
earnings. 

With income taxes drawing off most of their profits, small companies 
are thrown back on the necessity of raising equity capital or obtaining 
short-term loans. Nowhere is the disparity between small and big 
business more glaringly in evidence than when they both approach the 
securities market. The cost of equity capital is prohibitively ex- 
pensive for small companies. To raise $300,000 in the securities 
market may involve interest and other charges ranging from 20 to 30 
percent. Yet, a few months ago Mr. Ralph J. Cordiner, president of 
the General Electric Co., was asked what effect the current stringent 
credit conditions were having on his company. He replied, “You 
hear a lot about it, but we haven’t noticed it in our business. We 
just borrowed $300 million and that’s all we need.”® This reference 
was to General Electric’s recent $300 million debenture issue which 
was floated at 3% percent. 

While large companies needing credit have ready access to the 
securities markets, to large institutional lenders, and to the com- 
mercial-paper market, the managers of small companies, having 
mortgaged their personal possessions and borrowed up to the hilt from 
friends and relatives, must turn to commercial banks. 

Accurate information on the ability of small business to obtain 
bank loans during the past year, is not available. The inability to 
obtain credit, however, is one of the major complaints which small- 
business men have voiced to your committee. 

Reliable surveys of the small-business credit situation, moreover, 
lend support to the contentions of small-business men that the tight- 
money market which prevailed during most of 1956 has cost them 
dearly. One such survey by Standard Factors Corporation of 
Chicago ” revealed that approximately one-half of the small companies 
which were able to make use of bank credit lines in March of 1955 had 
been set adrift by their bankers by March of 1956. 





8S. Rept. 1310: Federal Tax Policy for Economic Growth and Stability, Report of the Joint Committee 
on the Economie Report, 84th Cong., 2d sess., pp. 10, 11. 

* The Wall Street Journal, October 12, 1956. 

10 One Year’s Experience With Credit Controls, prepared for Standard Factors Corporation by Imberman 
and De Forest, Chicago, Ill., April 24, 1956. 
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Percent of manufacturing corporations losing bank credit lines by net worth class 


Percent of Percent of 

corporations | corporations | Change from 

Manufacturing corporations grouped by net-worth classes with credit | with credit | 1955 to 1956 
ae, March | lines March 


955 1956 
Percent 
SRD Oe nes natennugpedensiessvidiniiaiie tunteetbemmcmmalie 53 18 - 
BEE 90 CRUD IUO Wo nknsddnenccudcctccudctthbecatcuscddeccendea 82 44 —46 
ST 60 BUCO INO ccenw yn doauninusecetntsenteusbbdanmecantet 94 7 —16 
i aa ee... <2. 2+525,.nscsveceenancaatlpentmbateara 99 98 1 
63,000 000 to 03,500,000 i5 6. 22 i sis ta Lad 99 98 ae 
LE IEE DE OES SEC, 99 99 (‘) 


1 No change. 


The Standard Factors Corp. further revealed the gravity of the 
credit squeeze on small business with the comment: 


The commercial finance industry has endeavored to take up 
the slack through accounts-receivable financing, but even 
their resources are insufficient to help all the small- and 
medium-sized companies which are worthy of credit. More- 
over, since commercial finance companies are themselves in 
good part dependent on bank lines for their resources, they 
cannot expand their lending in the face of tightening bank 
credit. 


Finally, in the face of what to small-business men has been a critical 
shortage of credit, the lending program of the Small Business Adminis- 
tration, while helpful within limits, simply was not designed to cope 
with the wave of demand created in large part by the restrictive 
monetary control exercised by the Government during the past year. 
Between paying out more than half of their taxable net income to the 
Government and finding that their customary sources of credit had 
run dry, many small-business men wondered last year whether the 
game was worth the candle. 


CONCLUSIONS 


In the view of your committee, by far the most encouraging aspect 
of the small-business picture is the new and widespread awareness of 
the true significance of the independent small-business community as 
an element whose well-being is imperative to a continuation of our 
historic social and economic culture. Granting this state of awareness, 
it is only reasonable to expect that the more than 95 percent of our 
business world represented by independent components in 1956 has 
crossed the threshold into a period where lipservice and gestures in 
their behalf will not suffice and must be replaced by purposeful action 
programs at the earliest possible moment. Time, for many small 
enterprises, is running out. 

The fact that those formerly indifferent to the fate of small business 
have now accepted the concept that our smaller units must be given 
a helping hand without further delay, can be attributed to the new 
realization that the temper of the times is aggressively hostile to 
almost all but the largest and most powerful corporations. Evidence 
is everywhere that rising costs of labor, materials, and money—when 
it can be located—together with a crushing tax burden and ruthless 
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competition have placed thousands upon thousands of smaller busi- 
nesses at an almost hopeless disadvantage. While it is true that 
high costs, high taxes, and cutthroat competition confront all busi- 
nesses, regardless of size, it is, nevertheless, undeniable that these are 
the very problems with which a small company with limited resources 
is least able to cope. 

Your committee is convinced that if the scales are to be balanced 
between the big and powerful and the small and weak units of our 
commercial and industrial community, a wise and far-seeing national 
policy must be designed and directed toward such an end. 

This gainful goal cannot be reached without a close working partner- 
ship between Congress and the executive branch in the development 
of a broad program to help re-create in this country a business climate 
wherein not only the possibility of surviving but the opportunity of 
growing and prospering is not denied independent small-business men. 

Your committee, therefore, urges immediate action by the Govern- 
ment toward these ends: (a) Apply brakes to the headlong rate of 
industrial concentration; (6) revise the tax structure to lighten the 
load on small business; (c) provide additional sources of credit for 
worthy small firms; (d) increase the share of small business in Govern- 
ment purchases; and (e) enforce and strengthen the antitrust statutes 
to halt monopolies in their incipiency and to encourage clean com- 
petition in the market place. 

Full implementation of such a small-business program should pro- 
vide for the following essential elements: 

1. Vigorous application of the antitrust statutes to all corporate 
mergers and acquisitions, including those in the banking field, which 
lessen competition and tend to promote undue accumulations of 
power. Where the need is indicated, the hands of the Department 
of Justice and the Federal Trade Commission should be strengthened 
at the earliest possible moment. 

2. Substantial alleviation of the present inequitable impact of 
Federal taxes on small businesses. Revisions of the Internal Revenue 
Code should take into consideration the greater dependence upon 
retained earnings by small firms and the special needs of young or 
growth companies, thereby adopting a valid expression of the prin- 
ciple of ability to pay. Further action should be taken toward 
removing the threat to closely held corporations posed by death 
levies. The restrictions on retained earnings should be spelled out in 
sufficient detail to eliminate that section of the code as a factor ic 
making legitimate business decisions. Further liberalization of 
depreciation allowances would encourage small businesses to modernize 
or expand their operations and make financing such plant changes 
more feasible. Finally, tax assistance should be designed so that it 
may be utilized by the millions of unincorporated businesses as well 
as by the 400,000 small corporations. 

3. Ready availability of credit, the lifeblood of any business, to 
worthy small concerns in the amounts needed and at reasonable 
rates. A prolongation of the present tight-money market may 
strongly indicate the necessity of establishing a system of capital 
banks and an FHA-type loan-guaranty program. 

4. Channeling a larger percentage of Government contracts to 
small business is essential. The downward trend of small business’ 
share of Government procurement, especially in the field of defense 
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contracts, must be reversed. That this problem is particularly acute 
with respect to research and development contracts is evidenced by 
the report of the Attorney General of November 9, 1956, which stated 
that the concentration of research and development contracts in the 
hands of big companies has “grave implications for the future of a 
freely competitive economy.” 

5. Consideration of a method to sharpen the use of Government 
weapons to combat unfair competition as an imperative element of 
any program to save small business. Independent businessmen 
simply are not equipped to survive the low blows of unfair competi- 
tion. 

6. Continuance and expansion of the operations of the Small Busi- 
ness Administration. Any uncertainty concerning its future role on 
the part of this agency will inevitably be reflected in poorer services 
to small-business men. Your committee expects to make specific 
recommendations to the appropriate committees of Congress on 
amendments to the Small Business Act designed to increase its value 
early in 1957. 

Now that the symptoms of what is ailing small business have been 
diagnosed and acknowledged, your committee is confident that 
prompt remedial measures will follow. 


87313—57——-2 








CHAPTER I 
SMALL BUSINESS ADMINISTRATION 


SECTION A. INTRODUCTION 


While the Small Business Administration took several procedural 
steps forward during 1956, it was unable to offer substantial aid to the 
overwhelming number of small businesses facing serious threats to 
their continued existence. Despite recording by far its most active 
year in the areas of making loans and earmarking Government pur- 
chases for small business, the SBA did not make any significant im- 
pact on the basic problems. With an unprecedented credit squeeze 
on the millions of independent enterprises, SBA made only a few 
thousand loans; in the same manner, the percentage of military pur- 
chases going to small business again declined in spite of SBA’s set-aside 
procurement programs. 

Your committee had hoped that 1956 would witness many new 
activities undertaken by the agency touching millions of small busi- 
nesses. Without the necessity of returning to Congress for a renewal 
of its charter and with no changes in top official positions, SBA had a 
golden opportunity to expand its horizons with imaginative programs 
to meet more adequately the pressing needs of its American small- 
business clientele. 

Furthermore, both major political parties adopted planks in their 
national conventions not only pledging support of an independent 
executive agency serving small business but also calling for extensive 
strengthening and further authority for the SBA. Thus, the past 
year saw popular and concrete political support being given to the 
concept of a small-business program in the Federal Government, just 
as 1955 saw executive department acceptance of such an indepe indent 
agency. With these expressions of support, SBA should have felt it 
had been given a mandate to move boldly on all sections of the 
small-business front. 


SECTION B. FINANCIAL-ASSISTANCE PROGRAMS 


While the role of the Small Business Administration in meeting the 
financial needs of the business and private communities caused by 
catastrophes was outstanding during the hurricane-plagued months of 
1955, another sort of fiscal emergency confronted the SBA during 
1956. 

The pressure of “tight money” drastically curtailed any hopes most 
small businesses had of expanding in this period, and even continued 
existence became a touch-and-go situation for thousands of these 
smaller concerns. Faced with rising costs and a booming economy, 
together with high levels of taxation, outside sources of capital and 
credit were a must for many otherwise healthy enterprises. At the 
same time, restrictions on banks and other lending institutions cur- 
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tailed the flow of borrowed funds. A fuller description of this problem 
will follow in chapter IIT. 

The torrent of business-loan applications pouring into the Small 
Business Administration’s branch and regional offices was a significant 
measure of the scope of the problem. In its sixth annual report, your 
committee pointed out that the 1955 SBA record showed that it 
received fewer business-loan applications than during 1954. This 
downward trend was spectacularly reversed during all of 1956, but 
particularly in the last half of the year. In an average month of 1955, 
SBA received 225 business-loan applications. Through the first 
10 months of 1956, an average of 460 loan applications were filed each 
month, and for the month of October a record number of 692 loans 
were formally requested. SBA now estimates that this rate may 
continue to rise until it reaches the thousand-applications-a-month 
figure early in 1957. 

The impact of the tightness of private credit is likewise reflected 
in the number of loans approved during 1956. Not only was there an 
increase in quantity, but also an apparent increase in quality, since the 
Small Business Administration approved 59 percent of all applications 
made to it during the first 9 months. This compares with the cumu- 
lative approval rate of 40 percent through December 1955. Further- 
more, the borrower was still able to interest his local banks to partici- 
pate in SBA loans in almost 75 percent of all approved loans, even 
though that bank and other lending institutions had previously turned 
down the request when it was sought on a private basis. 

Similarly significant in showing the extent to which banks are 
restricting their small-business loans are the comparative figures on 
deferred-participation and immediate-participation loans. Through 
1955, over two-thirds of all approved loans in which the banks and 
SBA cooperated were of the deferred-participation variety, where the 
Government’s share was not immediately required and, in fact, was 
often not called for at all. During the first 9 months of 1956, how- 
ever, the data were almost reversed, with the banks requiring im- 
mediate Government disbursement on its share of the loans in 59 
percent of all participation loans. Thus, the banks have been able 
to minimize the amount of their money tied up in these small-business 
loans while calling upon the SBA to assume an increasing share of the 
burden. It is expected that this trend will continue during the tight- 
money period and will, along with the increasing number of approved 
loans, rapidly deplete the SBA’s rev olving fund, from which loans are 
made. 

At this point, your committee must comment that the SBA’s finan- 
cial-assistance program as presently constituted can meet only the 
smallest fraction of the legitimate credit needs of American small 
business. Without in any way detracting from the sincerity of the 
agency’s present operations, it is nonetheless apparent that an ex- 
panded assistance program is necessary if SBA is to make a more 
substantial contribution. 
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TasLe 1.—Small Business Administration—Business-loan application activity 
cumulative through Sept. 30, 1956 


Number Amount (in 














thousands) 
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Applications disposed of: 

Approved: 
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1 Represents total amount approved. SBA share of total is $158,307,780. 
Source: SBA, 


TaBLE 2.—Small Business Administration—Business loan application activity 
January through September 1956 


Number | Amount (in 




















thousands) 
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Applications pending at Sept. 30, 1956: aa a 
ee ioc tksencunwotiniedicnnkhaalpaiae Méébbbestmuohisduiladpbeewamed | 503 33, 384 
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1 Represents total amount approved. SBA share of total is $63,416,000. 
Source: SBA. 


Twelve months ago, your committee noted that businesses were 
utilizing SBA loans for somewhat different purposes than had been 
the case in earlier years. Specifically, the percentage of funds going 
for consolidation of obligations had risen substantially during 1955, 
while fewer of the dollars were being earmarked for working capital. 
This same trend is apparent in 1956 figures, with consolidation of 
obligations far outstripping expansion or replacement of facilities as 
the second most common use of the proceeds of SBA loans and con- 
solidation threatening to overtake working capital as the primary 
utilization. 
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TaBLE 3.—Small Business Administration—Proposed uses of business loans ap- 
proved cumulative through Sept. 30, 1956 





Loans approved 


Use 
Amount Percent of 
total 
TOAD i cnidadececegsniseedndionihiguetibtetiiledin din éateteiageette $190, 456, 478 100.0 
WEIR CRORE ons die wcis li akiembbhcd acl daapankndbeshceuhdhdasaeoniie 71, 137, 082 37.3 
PESO. « nedncanet ousanvegnantgnscecietonscenensetebsertossenamennmeienaane 47, 553, 632 25.0 
Commotitation of GBUgRtIONS. 5). ci ce wcctwcdivsncceiesdesswecsaeabbbaleewes 51, 282, 489 26.9 
BOUL cc cS peiiccdcsedacesecigsetnnspeppenmnanpaghotethelageeeeyed 20, 483, 275 10.8 


TaBLE 4.—Small Business Administration—Proposed uses of business loans ap- 
proved January through September 1956 


Loans approved 


Use 
Amount Percent of 
total 
DA. «. cnntinisiiibicctadaivthiniiahd ghiatheadadidslmaninneniamtaiaai $76, 410, 575 100.0 
WORE GEG: .. ..ccacivswnneediccccsétsucmiusecuccdedénsmacesdumebeain’ 26. 012, 150 34.0 
PRT 55 cnioncibcn dd occuedovesstatscntencdstncénnitencsbaedaeeeasenael 18, 592, 622 24.3 
[ OIURGIENAON) 05 GOMNOLIIG. .. . occcinnencantiminninnnsteieomsaaaiisandiienmatal 22, 659, 433 29.7 
PIONS. hice son snndeeingdsicses douccnecscksheadaanaeowheadbiiaabael 9, 146, 370 12.0 


Source: SBA. 


Several significant steps were taken by the Small Business Admin- 
istration during the past year to speed up its processing and decisions 
on loan applications and to make its assistance more readily accessible 
to small firms. Perhaps the most far-reaching was the establishment 
of a limited-loan-participation plan designed to meet the needs of 
small retailers, wholesalers, and service establishments. It has been 
found that even the best managed of such businesses usually have little 
collateral to offer private banking institutions and are, therefore, 
unable to obtain loans. The new SBA program makes funds available 
for expansion and modernization of these businesses, in cooperation 
with banks, up to a maximum of $15,000, so long as the bank will take 
at. least 25 percent of the loan. These loans can be approzes at all 
regional offices and at many branch offices as well, thereby eliminating 
much of the delay inherent in referrals to the Washington office. Dur- 
ing the first 10 months of 1956, SBA approved 739 limited-loan par- 
ticipations, with a face value of $10,639,000. Your committee feels 
that this is a valuable advance in the financial-assistance area. 

The Small Business Administration also delegated additional 
authority to regional offices in making larger participation loans with- 
out Washington approval, again cutting the timelag between applica- 
tion and decision. 

The present flood of loan applications has once more imposed on 
the SBA a sizable backlog. To help meet this problem, the agency 
has been empowered to borrow from other Government agencies, for 
a 90-day period, a number of financia) specialists and clerical assistants. 
If this temporary aid is not sufficient, your committee will cooperate 
in seeking deficiency appropriations to meet the SBA’s requirements 
prior to the beginning of the new fiscal year. 
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From the data presently available, it appears that the Small 
Business Administration has made few loans which are likely to result 
in losses through default. Therefore, the investment to date in 
Government-assisted financing for small business has been wise and 
will be returned with interest. 

Based on its lending experiences to date, the SBA should be in a 
position to recommend methods for expanding its role so that it could 
assist more small-business firms in a more substantial manner. Your 
committee hopes that the agency will study other programs of financial 
assistance and make recommendations to Congress on these subjects. 

Disaster-loan activities remained high during the first 6 months of 
1956, largely as a result of west coast floods and early spring tornadoes. 
Once again an overwhelming percentage of these applications was 
approved and, here also, the number of losses through default or 
delinquincies is surprisingly small. Through September 30, 1956, 
only 213 of the 3,815 disaster loans disbursed were delinquent more 
than 30 days. 


TABLE 5.—Small Business Administration—Disaster-loan application activity, 
cumulative Caeugn Bey. 80, 1956 





Amount (in 
Number thousands) 

















aida catamaran nuin hie o-aueh escolar aon | 5, 767 $85, 363 
Applications disposed of: ee 
Approved: 
Under sec. 302, Defense Production Act !_.....................-...-- 7 4, 306 
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Res Bene. OF Bak, OD, F006. oun one ccccseiegeamecassapievtswnsnne Tage 8 | 1, 645 





1 Approved by U. 8S. Department of Treasury (after processing by SBA). 
2 Represents total amount approved. SBA share of total is $52,137,000. 


Source: SBA. 


TABLE 6.—Small Business Administration—Disaster-loan application activity, 
January j through wisecaniersnna 1956 





Amount (in 
Number thousands) 











I el oh en eetiemnnaamenele | 1, 619 [ $21, 081 
Applications disposed of: | tire dc Si eae ert 
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1 Represents total amount approved. SBA share of total is $15,035,000. 
Source: SBA. 


SECTION C. SBA ACTIVITIES IN THE FIELD OF PROCUREMENT 


Small business continues to receive less than what your committee 
considers a fair share of Government procurement. This is true in 
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spite of numerous policies, plans, and programs devised by purchasing 
agencies to increase the proportion of contracts going to smaller 
producers. 

In this area, the Small Business Administration has enjoyed far less 
success than in its lending operations. Inevitably, the SBA encoun- 
ters greater difficulties in effectuating a program where it can do little 
more than make suggestions and cooperate with the agency having 
primary responsibility. Furthermore, procurement officers are inter- 
ested only incidentally in the rather nebulous concept of maintaining 
strong small-business producers, since their prime function is not along 
these lines. 

Again, during 1956, as in the preceding 5 years, the small-business 
agency has laid chief emphasis on its set-aside program. Through 
earmarking certain purchases, in whole or in part, for small business 
alone, the SBA and the procurement agencies have directed many 
thousands of contracts and many millions of dollars to smaller firms. 
Naturally, many of these contracts would have gone to them in the 
normal course of events without other action. On the other hand, 
the set-aside program does provide for extra procedures, giving small 
business a slightly greater opportunity. 

Statistics show that the 1956 set-aside program increased sub- 
stantially over 1955 levels. In part, the 40-percent increase during 
1956 is accounted for by the inclusion of additional agencies which 
have signed set-aside agreements with the SBA, but much of the rise 
may be attributed to improved operating agreements now imple- 
mented by the Department of Defense and the military services, 
which account for by far the greatest total of Government purchases. 
Nonetheless, the share of military procurement going to small business 
continues to fall. Even that portion deemed by the military as 

“suitable” for the capabilities of small business is going to smaller 
bidders in decreasing amounts each year. 

Efforts to increase the amount of subcontracting going to smaller 
firms and the certificate-of-competency program are the two other 
major efforts of the SBA. The former is an important, but hard-to- 
measure activity, while the latter is most effective but limited to a rela- 
tively few contracts. During the first 10 months of 1956, the SBA 
issued 108 certificates, as a result of which 93 contracts were awarded 
to small firms which were low bidders but which the contracting officer 
did not feel were financially or technically qualified to handle the 
contract. It is estimated that the Government was saved $600,000 
through the acceptance of these low bids rather than that of the next 
highest qualified bidder. 


SECTION D. SBA ACTIVITIES IN OTHER FIELDS 


As was the case in the area of procurement, no major advance in 
scope or techniques was evident in the Small Business Administration’s 
operations in its other fields of responsibility. Technical and manage- 
ment aids continued to be published and circulated, new-products-list 
circulars were distributed to interested small businesses, small firms 
were assisted in applying for tax amortization certificates, and indi- 
vidual hardship cases were studied and counsel given. 

A low priority, however, was still given to this type of activity. 
Although the SBA is assigned a degree of responsibility in meeting 
many of the problems of small business, it is given little authority to 








18 





SEVENTH ANNUAL REPORT ON SMALL BUSINESS 


impose its views on those of other Government agencies. Further- 
more, and perhaps more importantly, the SBA has assigned only a 
minute percentage of its funds and personnel to these longer-range and 
broader-impact problems. In hearings before this committee, the 
Administrator of the SBA admitted that he had no one person in the 
agency working full time on the tax problems of small business, even 
though aid in the form of tax revisions would obviously assist many 
more businesses than the total of all other SBA activities together. 

Highlighting the division of resources to its various tasks is the 
SBA report on the utilization of its funds during the first 6 months of 
1956. Of a total of $3,276,235 spent on administrative expenses, the 
report shows over half, or $1,702,785, spent on the business-loan 
function, with another $652,134 assigned to the administration of 
disaster loans. Procurement assistance accounted for $739,378 of the 
remainder, while allied production-assistance work cost $84,295 more. 
Together, then, financial and procurement assistance received 97 
percent of all the money appropriated to SBA, while technical and 
management-assistance programs got the sum total of $97,643, or 
only 3 percent. 

SECTION E. CONCLUSIONS 


When it is following clearly defined programs on well-marked paths, 
the Small Business Administration has compiled a creditable record. 
When a disaster strikes or a flood of loan applications is filed, the 
agency has moved quickly to meet the challenge. 

On the other hand, your committee must conclude that there has 
been too great a tendency by SBA to depend upon these methods and 
to devote too large a share of its resources to them. In earlier sections 
of this chapter and in other chapters of this report, your committee 
marks out the serious problems faced by small business in its fight for 
survival as a vigorous competitor in the American economy. In few 
of these areas has the Small Business Administration assumed any 
responsibility for guaranteeing equitable treatment for all businesses 
regardless of size, even though it is clear that Congress intended this 
independent agency to be the spokesman for small business at every 
point where governmental action touched the Nation’s economic life. 

Only through a broad approach to the basic problems of small 
business can SBA be truly effective. In all fairness, it may well be 
that the Bureau of the Budget and the Congress have restricted appro- 
priations to the point where SBA cannot meet all its responsibilities. 
Your committee will work for increased funds as soon as it is convinecd 
that SBA will utilize them fully and husband its resources for projects 
of greatest import to large numbers of small-business establishments. 

There is some evidence that the Small Business Administration is 
taking a more active role in fields in which small business has a strong 
interest. In July 1956 the Office of Defense Mobilization issued 
Defense Mobilization Order 1-24, which provides that all Government 
agencies consult with SBA before issuing orders or policies affecting 
small business and that current policies be reviewed to determine if the 
role of small business in mobilization programs may be extended. In 
addition, the SBA is made responsible for developing and recommend- 
ing plans and programs designed to guarantee maximum utilization 
of small business. Pursuant to this ODM order, the Department of 
Commerce has agreed to furnish the SBA with drafts of all mobiliza- 
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tion orders, to assist SBA in supplying small firms with scarce mate- 
rials, and to ask SBA for opinions before turning down any certificates 
of necessity applications for small businesses. 

If it is properly implemented, the 1956 ODM order spells out a 
broader role for the Small Business Administration, one which is 
more in line with the desires of the Congress, as expressed in the 
Small Business Act. 

In testimony before your committee, the administrator of the SBA 
stated that he occasionally assigned members of his staff to make 
studies of broader small-business problems, such as the impact of 
Federal taxes. Furthermore, Mr. Barnes said that he had brought 
the results of these studies to the attention of the Treasury Department 
in an effort to guarantee that the particular tax problems of small 
business would be adequately discussed. But Mr. Barnes was not 
able to express any opinion on tax reforms when testifying before 
your committee. Furthermore, a certain timidity or downgrading 
of the role of the SBA has been evident when expansions of SBA 
authority were suggested in public hearings or in private meetings. 
If top officials of the SBA depreciate the extent of that agency’s 
mandate, it is clear that it cannot fully meet its responsibilities. 

It is apparent that the SBA has not yet fully met its responsibilities 
and the biggest problems seem to be the least well covered. As an 
example, statistics show that the SBA has granted individual business 
loans to the hundreds and thousands of small businesses which have 
been seriously threatened by the “tight money” policy and have 
applied for SBA loans; but no evidence appears to show that the SBA 
has struck at the heart of the problem itself by urging effective action 
to end the undeniably inequitable impact of that policy upon small 
business. 

At this point, it is important to recognize the continuing need for 
a truly independent small-business agency—one which is both jealous 
and zealous in the interest of small business. Your committee is 
disappointed that the Small Business Administration has not demon- 
strated these characteristics. If the agency’s shortcomings rest upon 
legislative authority which is too severely limited, it behooves the 
officials of the agency to recommend to the Congress appropriate 
changes in the basic legislation which will provide the means whereby 
the SBA may become that which the Congress intended it to be—an 
aggressive spokesman for the 4 million American independent busi- 
nesses. 

Your committee recommends that the Small Business Administra- 
tion be continued when its extension comes before Congress in 1957 
at the conclusion of its second 2-year grant of authority. It has now 
served a 4-year apprenticeship, and while its performance has been dis- 
appointing in certain major respects, it has made a contribution to the 
Nation’s economy. In its next annual report the committee sincerely 
hopes to be able to note greater progress toward a complete fulfillment 
of the SBA’s role. 

Finally, your committee urges the appropriate committees of the 
Senate and the House of Representatives to schedule early hearings 
on the extension of the Small Business Act, to avoid any debilitating 
period of uncertainty in midyear when the SBA will inevitably lose 
momentum and much of its effectiveness. 








CHAPTER II 
GOVERNMENT PROCUREMENT 


SECTION A. INTRODUCTION 


One administrative advantage of the Government’s program to help 
small companies obtain a fair share of the annual purchases of the 
Federal establishment is that it is possible to measure the success or 
failure of the program in simple arithmetic terms. Unlike, for in- 
stance, the more vague benefits of antitrust activity whic h, in the 
promotion of competition and the curtailment of unfair commercial 
practices, are presumed to enhance the competitive position of small 
enterprises, a procurement accounting system has been devised which 
measures with considerable accuracy the extent to which small 
suppliers participate in the Government’s multibillion dollar annual 
expenditure for goods and services. 

Those who have seen in some recent economic trends elements 
which have not contributed to the well-being of the Nation’s small- 
business community, are not likely to find encouragement from 
studying the net results of small-business’ attempts to sell to the 
military services. 

The Department of Defense has reported that of the $17,750,084 ,000 
it spent within the United States during fiscal year 1956, small firms 
were awarded only 19.6 percent of the net dollar value of all contracts. 

To your committee, this basic statistical reality is discouraging 
on several counts. First, the 19.6 percent small-business share of the 
total dollars spent by the Department of Defense in fiscal 1956 
represents a decline from the 21.5 percent of the dollars awarded to 
small concerns in fiscal 1955, and a substantial decrease from the small 
business 25.3 percent in fiscal 1954. Moreover, as may be seen from 
table 7 (p. 21),’ for the 6 fiscal years commencing in 1951, small 
companies have averaged but 19.2 percent of the military prime 
contract dollars. 

Second, the other side of the coin shows that as the small-business 
share of military spending has dwindled, the portion of the 100 
largest military prime contractors has increased. A report issued by 
the Department of Defense ? covering the period from January through 
June 1955 revealed that the 100 largest military prime contractors 
were given 68.4 percent of the prime contract dollars during that 
period. In other words, 100 corporations, constituting a fraction of 
1 percent of potential suppliers, ebteinel more thanftwo-thirds of the 
Pentagon’s business. To see the significance of this simple arithmetic 
it is only necessary to realize that during the Korean crisis, July 1950 
through June 1953, the 100 largest military prime contractors sold the 
military a substantially smaller bill of goods—63.2 percent. 





18, Rept. 2827: Government Procurement, 1956, Senate Small Business Committee, 84th Cong., 2d sess, 
p. 10. 7 ; 

2 Department of Defense Report: 100 Largest Companies and their Subsidiaries Listed According to 
Net Value of Military Prime Contract Awards, March 20, 1956, 
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TaBLE 7.—All military prime contracts,' net value of procurement actions by category, 
by department, and by fiscal year, July 1950 to June 1956 


mneme in millions] 










































































Fiscal | Fiscal | Fiscal | Fiseal | Fiscal | Fiscal 
Total year year year year year year 
1951 1952 1953 1954 1955 1956 
Total $157, 481 $32, 649 [ss 560 $31, 812 ea 279 |$16, 582 | $19, 590 
Army 58, 225 15, 67. 2 20, 101. 9, 408 3, 110 5, 238 4, 696 
Navy 38,682 | 7,689 | 10,495| 7.283| 3.836] 4,210| 5 169 
Air Force - 57, 119 8, 918 12, 545 | 14, 497 5, 820 6, 685 8, 654 
Armed Services Petroleum P urchasing 
Agency Seagate _3, 455 370 | 428 624 513 449 1,071 
For work outside United States. 9,427 | 762 | 1,319| 3,418| 1,411| 1,111! 1,406 
Army 6, 038 a 681 | 1,025| 2,016 920 697 699 
Navy 1, 009 & 59 | 433 114 124 271 
Air Force 1,918 73 235 | 921 285 1¥9 205 
Armed Services Petroleum Purch: asing | | 
Agency 462} @) | (2) 48 92 v1 231 
Intragovernmental , 3, 799 ‘4d, 064 ce 768 | 572 ‘és 420 “ “41 aM 434 
Army . | 1, 696 360 37 2 315 244 z39 106 
Navy. itil , 347 599 264 143 81 104 v6 
Air Force. ‘ 756 105 132 | 114 95 138 172 
Armed Services Petroleum Purch: ising | | 
Agency . hatetientateuast 0 | 0 0 0 | 0 0 0 
= = poe rece esl ss es ee 
With business firms for work in the United | | 
DONE ...cnrtchansogndsatdatvdecad ---| 144,255 | 30,823 41, 482 | 27, 822 11,448 | 14,930 = 17,750 
AFMY-....------------+-----------------| 50,401 | 14,681 | 18, 704 7,077 1,946 | 4,302 3, 831 
NEVE a. cubudobsauidsoddsalica hichewheels | 936,326 | 7,082 10, 172 6,707 | 3,641 3, 922 4, 802 
Air Force habiapintd Ca tnevickbphias ehtpens | 64,445 | 8,740 | 12,178 | 13,462 5,440 | 6,348 8, 277 
Armed Services Petroleum Purchasing | | 
PS 5 Td sti oiidtiinesa 2,993 | 370 | 428 576 421 358 840 
— — = — = ——| — SSS SS SS | 
With small-business firms................-- | 27,701 | 6,436 | 7,066) 4, 608 | |} 2,902} 3,214 3, 475 
RAINY ecsvedretvopscetedhcetedpwentese | 15,903 | 4,362 3, 960 2,584 | 1,488 | 1,834| 1,675 
POT o iwcckbibimaheveideicisioaspiehede 7, 381 1, 194 2, 375 1, 333 790 750 939 
OR aise cacoaicinls ty dai tie eae 3, 987 861 | 697 609 | 558 | 576 686 
Armed Services Petroleum Purchasing | | | | 
EO ER I EES. © 430 | 19 | 34 82 | 66 54 | 175 
Small-business percentage_..........-..-.-- 19. 2 | 20.9| 17.0] 166 | 25.3 21.5| 19.6 
PED eee hitiasonaiednapebethageien se 31.5] 29.8 21,2 36. 5 76.5 42.6 43.7 
POT icasy cd duackéssepckee- tibbes cee 20.3) 16.9 23.3 19.9 21.7 19.1 19. 6 
(i 2. Se eae we eee oe | 7.3 | 9.9 5.7 4.5 10.3 9.1 | 8.3 
Armed Services Petroleum Purchasing | | 
REE § ceiniulicts etigmebaciepessaw 14. 4 | 5.1 | 7.9 142; 157 15.1 20.9 
| ' | 


! For definitions and coverage, see notes on coverage. 


? During fiscal years 1951 and 1952, 
into by contracting offices outside the United States. i 
ing Agency shows a zero for work outside the United States during these 2 years. 








contracts outside United States were defined as those contracts entered 
For this reason Armed Services Petroleum Purchas- 
Beginning with fiscal 


year 1953, the definition was changed to include contracts placed in the United States for work performance 


outside the United States. 


Source: 


mary, Office of Assistant Secretary of Defense (Supply and Logistics), Oct. 9, 1956, p. 16. 


Military Prime Contracts With Small Business and Other Contractors, Fiscal Year 1956 Sum- 


Third, probably by the most realistic measurement yet devised, 


that is, small business’ share of those contracts deemed ‘‘suitable’”’ for 
production by small plants—the bull’s-eye of the small business pro- 
curement target—the proportion of prime contract dollars going to 
smaller firms has sagged dishearteningly. Precisely how much ground 
small contractors have lost in the past few years can again be seen from 
official Department of Defense figures. These attest that in fiscal 

year 1953, small business received a respectable 74.2 percent of the 
net value of contracts suitable for production in small plants. In the 
following 3 fiscal years of 1954, 1955 and 1956, the small-business 
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share dropped off sharply to 71.4 percent, then to 69.4 percent, and 
finally to a mere 63.8 percent. 

Fourth, in the vitally important area of research and development 
contracts, small business obtained but 5.9 percent of the $2,341,179,000 
spent by the Department of Defense between July 1, 1955, and June 
30, 1956. (See table 8 below.) 


TaBLe 8.—Military prime contracts with business firms in the United States for 
experimental, developmental, and research work '\—net value of procurement actions 
with small business and other firms,? July 1, 1955—June 80, 1956 


[Amounts in thousands] 











With smalJl business firms With 
Total ee large 
business 

Amount Percent firms 
a ak es i eal $2, 341, 179 $138, 361 5.9 $2, 202, 818 
aia teat iis cine net CONS owen ont babel 387, 205 36, 569 9.4 350, 636 
a ieamiaiin seaman 473, 891 46, 819 9.9 427, 072 
EE, oc ciintehdh 0 abahieoecttdiceesn sash 1, 480, 083 54, 973 3.7 1, 425, 110 





1 Includes contracts for work in United States Territories and possessions. Excludes contracts for work 
in foreign countries, and intragovernmental and intraservice procurement. Includes contracts with educa- 
tional and nonprofit institutions. 

? Data include all procurement actions, except for Air Force during the period July-December 1955, when 
procurement actions of less than $10,000 in value are excluded. 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Aug. 23, 1956. 


These four factors: (1) Small business’ declining share of military 
prime contract dollars; (2) the increased share of “military contracts 
going to the very largest suppliers; (3) small business’ decreasing 
percentage of contracts considered “‘suitable’”’ for production in small 
plants; and (4) the insignificant percentage of research and develop- 
ment contracts awarded to small firms have convinced your commit- 
tee that the small-business program of the Department of Defense 
has been weighed on its own statistical scales and found wanting. 

Your committee finds it instructive to consider that small manu- 
facturing establishments with not more than 500 employees constitute 
98 percent of all manufacturing enterprises, give employment to 52 
percent of all workers in manufacturing industries, and account for 
48 percent of the value added to manufactured products.’ 

Your committee’s opinion is that a segment of the national manu- 
facturing community of this magnitude—98 percent of total establish- 
ments, with about half of the total manufac turing working force, and 
which add about half of the manufactured value— should, by any 
standard, receive more than a bare 19 percent of the $144 billion 
spent by the Department of Defense since fiscal year 1951. Indeed, 
your committee is moving with reluctance toward the not wholly 
unreasonable assumption that, even in the absence of a formal Depart- 
ment of Defense program to aid small business, the Nation’s smaller 
suppliers might be able to deliver under their own steam less than the 
one-fifth of the total requirements of the armed services which they 
have provided since the inception of the Defense Department’s small- 
business program in 1951. 


3U. 8. Department of Commerce, Bureau of the Census, 1952 Annual Survey of Manufacturers. 
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‘SECTION B. HEARINGS ON SMALL BUSINESS COMPLAINTS 


Tn 1956, as in previous years, one of the most active working groups 
of your committee was its Subcommittee on Goverment Procurement. 
During the 84th Congress, Senator George A. Smathers served as 
chairman of this group. Each year this subcommittee conducts ex- 
tensive public hearings and investigations to gage the effectiveness of 
the efforts of Government agencies in channeling a subsiantial por- 
tion of their purchases to small concerns in accordance with the often 
stated wish of Congress. 

There can be no ground for doubt that Congress intends small busi- 
ness to serve as a major source of supply to the Federal establishment. 
Typical of the expressions of congressional intent on this subject is the 
Armed Services Procurement Act of 1947, as amended, which ex- 
presses the national policy that “a fair proportion of the total pur- 
chases and contracts * * * for the Government shall be placed with 
small-business concerns.”” The Selective Service Act of 1948 also 
provides that ‘“‘small business shall be granted a fair share of orders 
placed” for supplies procured for the Armed Forces or the Atomic 
Energy Commission. And, again, the Defense Production Act of 
1950 established that it is ‘‘the sense of the Congress that small- 
business enterprises be encouraged to make their greatest possible 
contribution to achieve the objectives of this act.” Finally, the Small 
Business Act of 1953, as amended, stated: 


It is the declared policy of the Congress that the Govern- 
ment should aid, counsel, assist, and protect insofar as is 
possible the interests of small-business concerns in order to 
preserve free competitive enterprise, to insure that a fair pro- 
portion of the total purchases and contracts for supplies and 
services for the Government be placed with small-business 
enterprises * * *., 


The hearings held during 1956 by your committee’s Subcommittee 
on Government Procurement started in January and extended 
through the end of June. As in past years, the subject matter of 
these hearings fell into two distinct phases. 

First, an investigation was made of several typical “case studies.” 
These were examples supplied by small-business men themselves 
of difficulties they had encountered in trying to sell to the Military 
Establishment. Your committee feels that exploration of such ‘‘case 
studies” has a high corrective value inasmuch as they reveal, as no 
amount of theoretical generalization can, flaws of system and of 
attitude in the procurement process. 

The first small-business complaint * heard by the subcommittee 
involved a Department of the Navy procurement for 100,400 covers 
for life preservers, on which the Seymour Wallas Co., of St. Louis, 
Mo., employing 135 workers, was low bidder. The invitation con- 
tained a qualified products requirement which made it necessary for 
the samples submitted by the Seymour Wallas Co., to undergo 
extensive Navy tests to qualify for consideration. When it became 
apparent that, through indecision and confusion generated by Navy 
personnel, a test on the Seymour Wallas covers could not be com- 


‘8. Rept. 1723: Military Procurement, 1956, Senate Small Business Committee, 84th Cong., 2d sess., 
. 2, Ot Seq. 
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pleted by the date on which the Navy stated it would probably make 
the award, your committee requested the Navy to postpone the award 
date until the test could be completed. 

The Navy’s escape from this dilemma took the form of cancellation 
of all bids and subsequent readvertisement for the entire requirement. 
For obvious reasons, on the second go round the Seymour Wallas Co. 
was not low bidder. 

The second “case study”’ on which the Subcommittee on Govern- 
ment Procurement took testimony also involved a Navy Department 
procurement, this one for 2,300 anamorphic lenses to be used in project- 
ing 16 millimeter Cinemascope-type film.® This requirement was 
negotiated between two of the largest companies in the optical 
industry, Bausch & Lomb and Bell & Howell. Upon receiving com- 
plaints from two smaller optical-goods companies that they too could 
produce the lenses with ease and at a competitive price, the subcom- 
mittee explored this matter in detail at a public hearing. Careful 
analysis of the testimony forced your committee to conclude that in 
this instance the Navy purchasing officials had arbitrarily limited the 
number of potential suppliers to but two companies and “grossly 
exaggerated” the so-called emergency nature of this procurement as a 
reason for not inviting competitive bids from small suppliers. 

The final “case” which your committee studied closely in the course 
of its hearings involved the impact on a small electronic firm caused 
by the policy of the Air Force to encourage the installation in airplanes 
of the Civil Reserve Air Fleet of HF radio equipment manufactured 
by only one company.® Upon receipt of a complaint by a competing 
firm, hearings were held at which personnel of the Air Force showed a 
completely cooperative attitude toward the objectives of your 
committee. 

The second phase of your committee’s procurement hearings pro- 
vided a forum for full discussion of all aspects of the relation of small- 
business men as suppliers to their Government. Testimony was taken 
from, among others, Thomas P. Pike, Assistant Secretary of Defense 
for Supply and Logistics, Frank H. Higgins, Assistant Secretary of 
the Army (Logistics), Raymond H. Fogler, Assistant Secretary of the 
Navy (Material), and Dudley C. Sharp, Assistant Secretary of the 
Air Force (Materiel). 

In behalf of the Department of Defense, Mr. Pike stressed the point 
that prime contract awards alone do not indicate the full extent of 
small-business participation in military procurements; subcontracts 
must also be considered. He estimated, on the basis of spot checks 
made with selected large military prime contractors, that about 20 
percent of the dollars spent on prime contracts eventually find their 
way into the pockets of small-business men through subcontracts. 
Calculated thus, around 39 pereent of military-procurement dollars 
may be said to go to small firms. 

In this connection, your committee noted with satisfaction that a 
subcontracting report form for use by the Department of Defense and 
its large prime contractors was finally approved by the Bureau of the 
Budget on May 18,1956. This form, in the years ahead, undoubtedly 
will remove much of the element of speculation that has existed con- 


’ 


5 Ibid., p. 10, et seq. 
* Ibid., p. 19, et seq. 








SEVENTH ANNUAL REPORT ON SMALL BUSINESS 25 


cerning the extent and effectiveness of the Defense Department’s 
subcontracting program. 

Of great interest to your committee was the presentation of an 
analysis entitled “Effect of Advertising, Negotiation, and Synopsis 
on Small Business Participation in Defense Procurement.” ’ This 
study summarized results of advertised and negotiated contracts by 
the Army and Navy from July through September 1955. The con- 
clusion was reached that small business obtained a larger share of 
that portion of its potential obtained through negotiation than 
through advertised contracts. In commenting on this survey, Mr. 
Pike asserted that, if further studies of this subject confirm the 
limited information already adduced, he would conclude that nego- 
tiation is not detrimental to the interests of small business. 

Here your committee must suspend judgment. The present data 
bearing on the subject are admittedly insufficient to form the basis 
of an informed opinion. Further study may very well cause the 
Department of Defense to revise its present estimate of the merits of 
negotiation as an aid to small-business contractors. Until such time 
as these studies are completed, your committee offers to the Defense 
Department the point of view contained in its Weekly Staff Report 
of September 15, 1956: 


One reason why the small-business share dropped so low 
in fiscal 1956 may be owing to the unbalanced procurement 
phasing which saw 24.6 percent of all contracts awarded in 
the single month of June * * * traditional evidence of the 
Pentagon’s year-end haste to obligate funds. The extent to 
which this practice adversely affects small firms is shown by 
the fact that whereas small firms received 20.8 percent of the 
value of all procurements from July 1955, through May 1956, 
in the month of June—the pressure buying period—the small- 
business share dropped to 15.6 percent. The serious impact 
on small business of the Pentagon’s year-end buying sprees 
has long been of concern to the committee. 

* * ~~ ” * 


During June, when nearly one-quarter of the procurement 
dollars were spent, small business received 69.1 percent of 
those which were advertised, but only 7.2 percent of those 
which were negotiated. The small-business share of the June 
advertised contracts increased from 60.2 percent for the prior 
11 months while the share of the June negotiated contracts 
dropped sharply from 13 percent during the July to May 
period. Pending receipt of evidence that the types of 
products negotiated for in June were not generally less sus- 
ceptible of production by small plants, the feeling of the 
committee that small business fares better when military 
contracts are advertised must remain unshaken. 


From another responsible quarter there also came an expression of 
doubt about contracts that are negotiated rather than advertised. 
Joseph Campbell, Comptroller General of the United States, told the 
Subcommittee on Government Procurement that he was concerned 


’ Hearings: Government Preceremant, 1956, Subcommittee on Government Procurement, Senate Small 
Business Committee, 84th Cong., 2d sess., pp. 69-70 and appendix I, p. 235 et seq. 
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about the manner in which purchasing officials of the Department of 
Defense actually carried on the mechanics of negotiation with business 
concerns, especially with reference to the negotiation of the cost to 
the Government of a contract. Mr. Campbell stated: ® 


It came to our attention during the last year that, 
apparently, competitive negotiations are not in fact con- 
ducted by all branches of the military in the execution of 
many of their so-called negotiated contracts. The regula- 
tions * * * provide that, where the negotiator is satisfied 
from the proposal submitted that there has been adequate 
competition and that the low price or prices are reasonable, 
award should be made without further negotiation as to 
price to that responsible firm submitting the proposal which 
is most advantageous to the Government. The regulations 
further provide that ‘‘in such cases it is the policy of the 
Navy not to attempt to reduce the initial quotation by fur- 
ther negotiations;” that “whenever negotiations are con- 
ducted with more than one firm there shall be a strict 
avoidance of ‘auction’ techniques.” * * * 

* * * Considering these facts with the further fact that, 
in those cases where the prices quoted * * * are deemed 
reasonable, the applicable regulations require the award to 
be made without further negotiation as to price, it is a fair 
assumption that a large number of the contracts entered 
into by the military establishments * * * are executed 
without any actual negotiation or individual bargaining. 
This situation concerns us considerably but * * * we feel 
that this problem would have to be carefully studied before 
we would be justified in raising any further question regard- 
ing it. 

For its own part, your committee feels the need of close inquiry into 
this practice and is inclined to the belief that a process of negotiation 
which eliminates price as a subject of negotiation drains that word of 
all meaning. 

If there is any one major field of Government procurement in which 
big business enjoys monopoly control almost devoid of competitive 
challenge from small firms, it is in the highly significant area of 
research and development. In 1955, your committee suspected this 
to be the case but found that the Department of Defense could 
provide no meaningful statistics on the subject. Following your 
committee’s hearings in 1956, the Department of Defense supplied 
figures (table 8, p. 22) which confirmed your committee’s misgivings. 

Clearly, in the basic field of research and development, small 
business is on the outside looking in. This fact must be noted in the 
debit column of the Department of Defense’s small-business procure- 
ment program. Your committee is far from convinced that the 
Nation’s smaller research and development organizations are not 
capable of satisfying the research needs of the Department of Defense 
to a much more substantial extent. That they do not do so at present 
may very well be one of the major reasons why small business has not 
been awarded a larger share of the production prime contracts let by 
the military departments. When the research subsidiaries of our 


§ See footnote 1 on p. 20; pp. 22, 23. 
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largest manufacturing corporations obtain a lioa’s share of the 
Government’s experimental work, the chances for a small firm to bid 
successfully on the production contract which grows out of the research 
contract is slim, indeed. 

This is a subject to which the Attorney General has also directed 
his attention with the result that he issued a warning that the Govern- 
‘ment’s procurement policies in the field of research and development 
“may well tend to increase concentration of economic power.”® To 
guard against this additional threat to small- and medium-size busi- 
nesses, the Attorney General recommended, in part, that: 


* * * consideration be given to: first, the possibility of 
removing certain practical obstacles to the participation of 
smaller businesses in the research and development effort; 
and, second, if further study bears out our tentative con- 
clusions, a reevaluation of the basic patent policy of the 
Department of Defense, in the light of current defense prob- 
lems and the increased participation of Government in re- 
search activity, to determine whether Government acquisi- 
tion of resulting inventions and patents would be more in the 
public interest. 


Your committee considers particularly pertinent the comments of 
the Attorney General on the cost of preparing bids and the lack of lists 
of smaller businesses available for research activity. His views on 
both these subjects are as follows: 


The cost of preparing bids —Bidding on research and devel- 
opment contracts is expensive, since contract specifications 
generally require a description of results, rather than well- 
defined materials or devices. Factors such as delivery dates, 
capability, and record of performance frequently override 
price considerations. The tentative character of initial 
quotations requires protracted negotiations. Any informed 
research and development bid is apt to be highly speculative 
in character, for the substance of the contract is uncertain in 
scope and the contract invited may well not be let. It would 
appear that much of this difficulty might be alleviated by 
continuing studies to find ways of simplifying bid procedures. 

Lack of adequate indexes of smaller businesses available for 
research activity —There presently exists no comprehensive 
analysis of the research potential of smaller businesses for 
the use of Government agencies in need of research and de- 
velopment contractors. Conversely, smaller businesses are 
unable to keep abreast of current opportunities for research 
contracts. Procurement manuals assist private contractors 
to find Government markets, and the Department of Com- 
merce publishes a daily synopsis of invitations to bid issued 
by the various procurement agencies. However, none of 
these aids are particularly applicable to the research and 
development field, and smaller companies can scarcely afford 
to keep full-time information officers at procurement centers. 
Greater effort to develop and disseminate lists of smaller com- 
panies available for such work and, correlatively, much wider 


* Report of the Attorney General pursuant to sec. 708 (e) of the Defense Production Act of 1950 
as amended, November 9, 1956. 


87313—57 3 
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publication of information on possible projects which might 
be open to them would seem to be both possible and 
necessary. 


Despite the defects of the small-business operations of the Depart- 
ment of Defense, the summary effect of which is shown in the declining 
small-business percentage of contracts, there are indications that the 
future may see an improvement. Your committee has been impressed 
with the sincerity of purpose displayed toward small-business prob- 
lems by the Assistant Secretaries of the Army, Navy, and Air Force 
in charge of purchasing activities. One wholesome result of this 
positive attitude may be seen in a new outlook, also positive, which 
at the lower operational levels has supplanted the negativism of past 
years and now finds expression in an active desire to promote increased 
participation by small suppliers in military purchases. This change 
of attitude can be seen in both the military and civilian agencies. Of 
itself this is a heartening sign, for any effective operational program 
must derive its inspiration from the top. 

In addition, it is inevitable that purchasing officials lock upon the 
Small Business Administration as a gadfly. Evidence has come into 
view, however, which suggests that the procurement officers of the 
Government have in general assumed a much more cooperative 
attitude toward the programs and personnel of the Small Business 
Administration, especially in the areas of the set-aside program and 
the issuance of certificates of competency. 

The greater interest in the development of a sound subcontr acting 
program must be considered as a forward step toward increasing 
small-business participation in Government procurement. Awareness 
by such agencies as the Air Force and the Atomic Energy Commission, 
the bulk of whose purchases are outside the capabilities of small 
companies, that increased participation by small business must come 
largely through subcontracts, is clearly the beginning of procurement 
progress in the small- business field. Illustrating this point is the fact 
that where the share of AEC subcontract dollars going to small firms 
in 1951 was but 26.7 percent, by the first half of 1956 this share had 
climbed to 47.6 percent. 

Finally, with the substantial increase in the number of personnel 
assigned to the small-business programs of the military departments, 
your committee is hopeful that this new manpower will be able to 
see its efforts reflected in a larger share of the business going to 
small business. 


SECTION C. PURCHASING BY CIVILIAN AGENCIES 


Turning from the military-procurement picture to an appraisal of 
the efforts of the civilian agencies and departments of the executive 
branch to mount effective small-business programs, your committee 
sees cause for encouragement. Here again, the figures speak for them- 
selves. For the 6-month period ending December 31, 1955, all civilian 
executive agencies, the Atomic Energy Commission excepted, , Pur 
chased 49.1 percent of their requirements from small concerns.' 


19 See footnote 1 on p. 20; pp. 32 and 33. 








SEVENTH ANNUAL REPORT ON SMALL BUSINESS 29 


The General Services Administration, a huge civilian procurer of 
goods and services, provides an example of the fine results that can 
be obtained from a vigorously sponsored small-business program. 
In the course of his testimony before your committee, Franklin G. 
Floete, GSA Administrator, stated that during the 1955 calendar year 
GSA placed 57.7 percent of its total dollar volume of purchases with 
small firms. 

To enable your committee to compare GSA accomplishments with 
the record of the military departments on items susceptible of produc- 
tion by small business, GSA reported that approximately 65.5 percent 
of the products it purchased were within the capabilities of small 
concerns. 

Since small business obtained 57.7 percent of the dollar value of 
GSA purchases, and, with 65.5 percent of all GSA procurement, in 
terms of dollars, being deemed suitable for production by small firms, 
it follows that in 1955 small business won 88 percent of that portion 
of the agency’s purchases that it could possibly provide. This high 
realization of the small-business soteptial inevitably invites compari- 
son with the 63.8 percent of the military potential secured by small 
concerns in 1956. 

Your committee cannot refrain from posing this pertinent question: 
What reasons account for the fact that, within the product areas of its 
special competence, small business can satisfy 88 percent of the wants 
of the largest civilian buying agency but can satisfy only 63.8 percent 
of the needs of the military departments within the same general 
product areas? 

SECTION D. RECOMMENDATIONS 


Your committee makes the following recommendations: 

That responsible officials of the Department of Defense move 
with the utmost dispatch to halt and reverse the downward trend of 
small-business participation in military purchases. Your committee 
considers this situation sufficiently grave (see table 9, below) to justify 
the Department of Defense in mounting a small- business crash pro- 
gram to impress upon all contracting officers the i imperative necessity 
of making it possible for small companies to achieve a larger share of 
the military prime contract dollar, especially in the area of those items 
considered suitable for production by small business. 














TABLE 9 
Percent of Percent of 
Fiseal year Total pro- dollars to suitable to 
curement small busi- small busi- 
| ness ness 
a ae sidasios 
| Billion Percent Percent 
1951__- , $32. 6 | 20.9 | (1) 
1952_- 13.6 | 17.0 | (1) 
1953___ ee 31.8 16. 6 74.2 
1954____. a , 13.3 | 25.3 71.4 
a! . vi 16. 6 21.5 | 69. 4 
Me eecenat ae , acai 19. 6 19. 6 | 63. 8 


1 Not available. 
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2. That, as part of this emergency small business program, the 
Department of Defense take into consideration the procurement 
method of those civilian agencies which have been notably successful 
in purchasing their requirements from small concerns. 

3. That, ancillary to the drive to increase the small-business share 
of prime contracts, a vigorously activated subcontracting campaign 
be similtaneously launched along the lines of the successful Atomic 
Energy Commission subcontracting program. 

4. That the Department of Defense become aware of the economic 
desirability of recognizing the facilities and talents of the Nation’s 
smaller research and development organizations and, through the 
award of contracts to qualified small laboratories and research centers, 
break the monopolistic grasp which the biggest research organizations 
have on this phase of military procurement. In this connection, with 
the Defense Department spending about 10 percent of its total budget 
on research and development work, the Army and the Navy may well 
emulate the commendable efforts of the Air Force as expressed 
through its Air Research and Development Command’s small- 
business program. 

5. That the Department of Defense intensify and extend its 
analyses of the influence of negotiated, as opposed to advertised, 
procurements on small suppliers, this being a vitally important 
subject on which there is at present an insufficiency of data and more 
speculation than knowledge. 

6. That those concerned with the implementation of the small- 
business programs in the Army, Navy, and Air Force continue and 
augment their cooperation with the procurement objectives and 
personnel of the Small Business Administration. 








CHAPTER III 
FINANCIAL PROBLEMS OF SMALL BUSINESS 


SECTION A. FINANCING 


In 1952, the Federal Reserve Board prepared a study for this com- 
mittee on the Cost and Availability of Credit to Small Business, in 
which the Board stated: 


A small business, if it is to develop successfully, needs to be 
able to supplement its own resources at times with credit and 
capital supplied by other investors, that is, other business 
concerns, banks and other financing institutions, and 
individuals.’ 


Certainly this has been a truism accepted by all observers of the 
American economy, since even the most successful business requires 
transfusions of outside funds. As a matter of fact, it is success itself 
which often creates the greatest need for such resources to finance 
further expansion. In many of its six preceding annual reports, your 
committee has dealt particularly with the problems of small business 
in obtaining long-term credit or capital. Surveys of this committee 
and other public and private groups have shown that it is this sort of 
financing which is most difficult for small business to obtain, and that 
the credit gap is most evident here. 

As an example, a Department of Commerce survey summarized in 
this committee’s sixth annual report indicated that smaller firms 
received only a small portion of the equity funds they desired, while 
obtaining a much higher percentage of requested loans.2 The same 
general conclusion had been reached by the earlier Federal Reserve 
study quoted above. 

On the first day of the 84th Congress, Senator John Sparkman, 
chairman of your committee’s Subcommittee on Financing, introduced 
two measures designed to eliminate a major share of the credit gap. 
One of these bills was based on the experiences of the Federal Housing 
Administration’s guaranteed-loan program and called for the estab- 
lishment of an insured-loan plan as an inducement for additional 
grants of intermediate term financing by private banks, with a pre- 
mium paid in return for a 90 percent guaranty by the Federal Gov- 
ernment.* 

The second measure sought to meet the even more difficult shortage 
of capital funds for small business. Finding it almost impossible to 
raise funds on the securities markets and losing a large share of their 
profits through high taxes, successful small firms are often forced to sell 
out to larger corporations to obtain the dollars necessary for expansion. 


Senator Sparkman’s bill proposed the establishment of national in- 
1 Subcommittee Print No. 8, The Cost and Availability of Credit and Capital to Small Business, Senate 
Small Business Committee, October 30, 1952, 82d Cong., 2d sess., p. 1. 


3 Sixth Annual Report of the Select Committee on Small Business, U. 8. Senate, 1955, p. 59. 
4 Senate bill 383, introduced January 14, 1955, 


a1 
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vestment companies, originally backed by subscriptions of Federal 
funds, which would be empowered to make long-term loans to promis- 
ing small businesses.‘ Naturally, any such ‘undertaking would be 
attended by difficulties, but it appears to be the only alternative to 
inaction and a steady decline in the importance of independent con- 
cerns in our economy. 

Unfortunately, neither of these proposals was enacted in 1956. 
Small-business organizations and Government agencies expressed 
general backing for the plans and there appeared to be no strong op- 
position to them. In this case, the Small Business Administration 
again seemed to muff an opportunity to assist its clientele by refus- 
ing to press for the adoption of Government policies going far toward 
the solution of one of the most critical small-business problems. 

During the past year or 18 months, an ever-tightening money 
situation has carried serious ramifications for many small businesses 
whose primary reliance for outside financing has been on short-term 
bank loans and financing of accounts receivable and inventories. 

In trying to counterbalance those elements in the economy tend- 
ing toward inflation, the Federal Reserve Board, in 1955 and in 1956, 
took a series of steps in an effort to lessen the amount of bank credit 
available for lending. It is beyond the scope of this report to eval- 
uate the wisdom of those general actions, but your committee does 
have the responsibility for examining the impact of those actions on 
small business, especially since it appears that they bear with particular 
weight upon smaller enterprises. 

In April 1956, Standard Factors Corp. released a report on its sur- 
vey, entitled, “One Year’s Experience with Credit Controls.”> In 
the course of this study, Standard Factors interviewed 727 manufac- 
turers and 127 banks located in all sections of the United States. 
Your committee commented briefly upon this study earlier in this 
report.’ The major conclusion based on this sampling was that— 


Despite the apparent fairness of the Federal Reserve bank’s 
method of holding down credit expansion, we have found 
that the tightening of the money supply has not affected all 
businesses in the same fashion. Smaller business has felt the 
tightness worst; medium-sized corporations have been next 
in complaining about the money situation; large business has 
had little to worry about.’ 


Standard Factors granted that it was not the purpose or desire 
either of the Federal Reserve Board or of private banks to bring about 
this result; it was merely the inevitable side effect of blanket regu- 
lations which did not take into account all aspects of the complex 
workings and interrelationships of the economy. ‘The same study 
pointed out that small business turns to the commercial finance 
industry to try to offset a part of these losses of bank lines, but that 
these institutions which grant accounts-receivable financing were also 
strapped for funds, since they, too, must look to the banks for a major 
share of their resources. The Standard Factors study covered several 
major industries quite intensively, and, in all these manufacturing 
areas, it found that the smaller segments were most threatened by 


# Senate bill 381, introduced January 14, 1955. 

5One Year’s Experience with Credit Controls, Standard Factors Corp., New York, April 24, 1956. 
6 See p. 8, supra, 

7 See footnote 5. 
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tight money, that the intermediate firms were also hurt, while the 
dominant companies in each industry were able to finance their needs 
without apparent trouble. 

Seven months later, the same commercial institution made public 
a followup report which spelled out some of the tentative conclusions of 
the earlier study. The most significant new finding in the second 
report concerned the practice of many of the largest corporations in 
the country of postponing their usual trips to the bond markets for 
outside funds and substituting renewable short-term bank credit. 
Standard Factors attributed this drastic change in corporate financing 
to the bigher interest rates on long-term notes. Naturally, this action 
has an important impact on small and medium-sized businesses; at 
a time when the Federal Reserve Board is attempting to cut down 
total bank lending, these gigantic borrowers are taking millions of 
dollars out of the pot which they would ordinarily scorn and upon 
which small business would usually rely. 

The study cited two examples which have come to public attention: 


The first is a major automobile manufacturing company 
being granted a $250 million bank loan (through a bank 
syndicate) to finance expansion. The second example is the 
acquisition of a small oil company by a major Texas oil 
corporation for $176 million. Most of this sum was short- 
term bank credit. Both of these are orthodox and worth- 
while expansions, and according to bankers should have been 
financed entirely through long-term cash from the security 
markets. Instead, because of these borrowers’ huge bank 
balances, they were able to command huge bank loans thereby 
diminishing short-term bank credit for other companies 
which have no other sources of credit available.® 


Standard Factors concluded it was largely this sort of financing of 
long-term projects through bank loans that accounted for the enor- 
mous rise in the total business loans of reporting Federal Reserve 
member banks. This rise was approximately 43 percent in the 2-year 
period: October 1954 to October 1956. 

Other observers of the present money markets of the Nation have 
reached the same conclusions, and their voices, too, are being raised 
to call for a reexamination of a policy which seems to accentuate the 
already too disparate positions of large and small business in the 
competition for outside financing. Mr. Allan Sproul, former president 
. the Federal Reserve Bank of New York, told an audience in May 
that: 


I suspect that the impact of a policy credit restraint is 
greater on “small business” than on big business * * * it 
seems fairly clear that ‘‘small business’ has less access to 
alternative sources of funds when bank credit is not readily 
available and only less clear that its access to bank credit is 
likely to be more difficult under such circumstances.” 

* “Something New: Credit Hoarding”, Standard Factors Corp., New York, November 13, 1956. 


§ Op. cit., pp. 5-6. 
10 Quoted in the Small Business Administration’s Sixth Semiannual] Report, June 30, 1956, p. 29, 
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Late in October, the chairman of the National Commercial 
Finance Conference stated that small business was not receiving a 
“fair shake” under present fiscal policies, and concluded: 


We need selective controls administered by the financial 
industry. Our present controls can be made selective by 
granting suitable exemptions where warranted. This would 
go a long way toward making it possible for small- and me- 
dium-sized business to contribute, in proportion to its major 
importance in the economy, its own share of sound economic 
growth." 


Mr. Elliot Bell, editor and publisher of Business Week, made sub- 
stantially the same points in a speech wetore the American Bankers 
Association in Los Angeles on October 22, 1956. Mr. Bell said: 


It is often said that overall, quantitative credit control is 
the fairest kind of control. The theory is that, like the gentle 
rain from heaven, it falls upon the just and the unjust alike. 
Actually, in today’s circumstances, overall credit restriction 
bears down very hard upon some segments of the economy 
while it does not at all affect others. * * * Thus home 
building is hard hit. But other types of construction are 
little affected. 

Small business is directly hit. The little fellow finds his 
credit drastically cut down. But the big corporation is not 
affected at all. The industrial giants have no difficulty 
financing their expansion plans. And the increased interest 
cost is neutralized by high taxes. A prime rate of 4 percent 
is an effective rate of less than 2 percent after taxes. That, 
of course, is for the large corporation that’s making money. 
The corporation that is losing money—and there are some, 
even these days—gets ‘ ‘socked” with the full force of higher 
interest rate. 

So it turns out that overall credit control is, in practice, 
highly selective—or at least discriminatory. 


The Small Business Administration has apparently been making 
an effort to offset some of the dire effects of the credit policy by making 
more loans. Chapter I of this report deals in some detail with the 
record of the SBA in this regard. Needless to say, the impact of 
credit restrictions on several million small- and medium-sized busi- 
nesses cannot be substantially alleviated by SBA’s approval of a 
few thousand individual loan applications. 

Your committee does not wish to leave the impression that this 
credit problem for small business is a new one, or that it springs 
alone from the Federal Reserve Board’s policies of credit control. 
Rather, the difficulties faced by small business in attempting to 
obtain outside financing have been well-known to this committee and 
to all Members of Congress for many years. Legislative proposals 
designed to bridge at least a part of the credit gap have Sac put 


forward in several forms. It is certain that 1957 will witness a serious 
study of these and other proposed remedies, since small- and medium- 
sized businesses cannot remain effective competitors in a free-enter- 
prise system so long as they are unable to draw upon adequate credit 


11 Quoted in the New York Herald Tribune, October 30,71956. 
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resources for the funds they need to modernize and expand their 
operations. 
SECTION B. TAXES 


Barring a marked budgetary increase for defense expenditures this 
coming year, smaller corporations would appear to have a better than 
even chance of obtaining some form of tax relief early in the first 
session of the 85th Congress. Strong bipartisan support has been 
building in this direction, beginning with the aan session of the 
84th Congress and continuing on through the recess period and the 
political campaigns the latter part of 1956. 

Your committee, of course, strongly favors these developments and 
only regrets that ‘legislative circumstances, coupled with Treasury 
Department objections, served to preclude passage of any one of the 
several tax-reduction proposals submitted to the Congress this past 
year. The committee has long recognized that almost all of the many 
financial problems suffered by small business have been compounded 
with the levying of high personal and corporate income taxes. It was 
for this very reason that a comprehensive survey of the impact of 
Federal taxation on small business was made by your committee 
during the 82d and 83d Congresses, culminating in a unanimous report 
to the Senate which recommended five specific means by which the 
tax burden of smaller firms could be eased. These recommendations 
were: 

To end the excess profits tax. 
To establish more reasonable policies on depreciation 
allowances. 

3. To establish more easily understood criteria with regard to 
section 102 of the code, dealing with unreasonable accumulation 
of corporate profits. 

4. To lessen the impact of death levies on small, privately held 
firms. 

5. To increase the exemption from the surtax rate on corporate 
income from the present $25,000 to $50,000 or $100,000. 

Subsequent legislative or administrative action has been taken to 
permit some progress on these recommendations, with the exception 
of the raising of the surtax rate; however, this proposal has in no way 
lost support “and your committee was pleased to learn that two bills 
were introduced in the last session of Congress to provide just such 
an exemption from the surtax rate.’* A number of the other bills 
introduced in Congress this past year also include features which 
would have the effect of increasing the $25,000 exemption from the 
surtax rate on corporate income." 

Your committee is naturally gratified that certain of the recom- 
mendations growing out of its 1953 report have received administrative 
or legislative support. It will continue to focus attention on this 
subject, since the reinvestment of earnings is the largest and almost 
sole means for providing small firms with direly needed capital for pur- 
poses of growth. Numerous small-business men from all over the 
country have indicated to your committee their plight resulting from 
“is. Rept. 442: Tax Problems of Small Business, Senate Small Business Committee, 834 Cong., Ist sess, 

3H. R. 8258, Mr. Hyde, January 9, 1956; H. R. 8266, Mr. Lanham, January 9, 1956. 

4S, 4138 introduced by Senator Sparkman on June 28, 1956; H. R. 9067, Mr. Patman, February 6, 1956; 
H. R. 9851, Mr. Seelv-Brown, March 8, 1955; H. R. 10320, Mr. Riehlman, March 29, 1956; H. R. 10727, Mr. 


Dingell, April 23, 1956; H. R. 11762, Mr. Hayworth, June 13, 1956; H. R. 12174, Mr. Thompson, July 10, 
1956. 
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an inability to acquire and retain funds to keep abreast of technological 
changes and advances in their respective industries. 

The principal sources of funds for the smaller and newer firms are 
bank and other credit, equity capital and business earnings. Interest 
rates on the former generally run 6 percent or greater, as compared 
with rates for long-term loans to big business of “roughly 3h, to 4 per- 
cent. This past year the problem has become even more acute, with 
the rediscount rates to banks being twice raised by the Federal Reserve 
Board of Governors. On the other hand, the cost of floating a small 
stock issue in the securities market is all but prohibitive for a small 
company, with fees and commissions obligating some 20 to 30 percent 
of the total funds raised. Here too, big business has an advantage 
over his smaller competitor, being able to float far larger issues at costs 
running, in recent times, less than 2 percent. 

This leaves only the reinvestment of earnings for the small firm to 
utilize toward hiring new skills, engaging in research for new processes 
and products, retiring obsolete and archaic machinery, and for expand- 
ing, growing, and prospering along with other segments of our economy 
not suffering the lack of funds to accomplish — these purposes. The 
present corporate tax regulations, whereby the Federal Government 
alone takes 52 percent of all earnings over $25,000, leaves little for the 
smaller firm to utilize toward meeting these vital needs. 

Your committee feels that there is a great amount of evidence corro- 
borating its conclusion that small business requires immediate and 
meaningful assistance in this area. All of the established barometers 
indicate that the smaller, independent firms, the hard core of our free 
enterprise system and our basic safeguard against monopoly and con- 
centration of economic power, are indeed in a most precarious position. 
Your committee believes that the Nation cannot afford not to assist 
small firms by lessening the impact of high business taxes. 

A growing number of the Members of Congress have recognized 
this need and have accepted the responsibility for doing something in 
this area. During the past session of Congress, no less than 10 bills 
were introduced in the House of Representatives designed to afford 
relief to smaller corporations. These varied bills took the form, in 
some cases, of increasing the amount which is exempt from the Federal 
surtax on corporate taxable income by $5,000 a year until the amount 
reaches $50,000 (now $25,000), as in the case of the 2 bills previously 
referred to; and in others they provided for a combination of reduction 
in the normal rate to 22 percent (now 30 percent) and increase in the 
surtax rate from 22 percent to 31 percent or 32 percent and, in 1 case, 
to 33 percent. Five bills ° provided for moderate graduations of taxes 
on corporate incomes by levying varying percentages of tax as income 
increased. 

In the Senate this past year, Senator Fulbright offered a proposal 
(S. 3128) to reduce the normal tax rate on corporate income to 22 
percent (now 30 percent) and increase the surtax rate to 30 percent 
(now 22 percent). Since this reversal of the normal and surtax rates 


15 iar five bills are as follows: 
. H. R. 9067 introduced by Mr. Poeun on February 6, 1956. 
2 H. R. 9851 introduced by Mr. Seely-Brown on March 8, 1956. 
3. H. R. 10320 introduced by Mr. Riehlman on March 29, 1956. 
4. H. R. 11762 introduced by Mr. Hayworth on June 13, 1956. 
5. H. R. 12174 introduced by Mr. Thompson on July 10, 1956. 
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would result in a revenue loss of some $300 million, Senator Fulbright 
alternatively offered S. 3129, increasing by 1 percent the surtax rate 
prescribed in S. 3128 (to 31 percent), which percentage increase insures 
no loss of revenue to the Treasury. Six members of your committee 
joined in supporting Senator Fulbright’s proposals, in the belief: that 
the present $25,000 exemption from surtax imposts is too low a figure 
for the small firms who are forced to depend almost exclusively on 
retained earnings for their economic viability. An analysis of 
Senator Fulbright’s two bills is depicted below: 


Fuusricut Bix (8. 3128) 


TABLE 10.—Comparison of Present and proposed corporate income taz laws 


| Present tax | Proposed tax | Change 

| liability (nor- | liability (nor- 

mal rate 30 | mal rate 22 | 

Income subject to normal tax and surtax percent, sur- | percent, sur- 





| 

| taxrate 22 | tax rate 30 Amount Percent 

percent) percent) 
65.000. ...-. $1, 500 | $1, 100 | —$400 —26.7 
$10,000_ _ _ _. . 3, 000 2, 200 | = S800 —26.7 
25,000 - - - 7, 500 5, —2, 000 —26.7 
$100,000 46, 500 44, 500 | —2, 000 —4,.3 
$1,000,000 514, 500 512, 500 | —2; 000 om 
$100,000,000 ao 51, 994, 500 51, 992, 500 | —2, 000 | —. 004 


NotTe.—Estimated revenue loss is between $300}million and $400 million. 
FuLtspricat Biiu (8. 3129) 


TABLE 11.—Comparison of present and proposed corporate income taz laws 


Present tax | Proposed tax | Change 










liability (nor- | liability (nor-|__-_ paar 
| mal rate 30 | mal rate 22 | 
Income subject to normal tax and surtax | percent, sur- | percent, sur- | 
tax rate 22 tax rate 30 Amount | Percent 

percent) | percent) ! 
$5,000... (as $1, 500 $1,100}  —$400 | —26.7 
$10,000- - - : ath 3, 000 2, 200 | —800 —26.7 
$25,000 : : oon 7, 500 5, 500 | —2, 000 | —26.7 
$100,000 ‘ : : 46, 500 45, 250 | —1, 250 —2.7 
$1,000,000... __ ; 514, 500 522,250!  +7,750 +1.5 
$100,000,000_. . - 51, 994, 500 52, 992, 250 | +997, 750 | +1.9 


Note.—Estimated revenue increase is $20 million. 


The chairman of your committee, Senator Sparkman, introduced in 
the Senate a bill (S. 4138) which was designed to reduce the income 
taxes of all corporations earning less than $375,000 annual net income, 
this group comprising nearly 98 percent of all corporations. This bill 
would provide a tax saving of more than 83 percent for all corporations 
earning below $5,000 net annual income. According to the latest 
statistics available on this subject, corporations in this income class 
constitute nearly 47 percent of all incorporated firms. 

Senator Sparkman’s bill substitutes a graduated rate of taxes on the 
income of corporations for the present normal and surtax rates. The 
new rates would range from 5 percent on the first $5,000 of taxable 
income up to 55 percent of all taxable income over $100,000. The bill, 
as proposed, would not cause any loss in revenue but, contrarily, 
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would provide a slight revenue increase of some $45 million. On this 
point, Senator Sparkman informed the Senate: 


I believe this is important, for although we anticipate some 
surplus in the fiscal year 1957 budget, and although, in my 
judgment, the need for tax relief for small corporations is 
urgent, I do not believe it wise at this time to enact legisla- 
tion which might reduce Federal revenues for the benefit of 
one class of taxpayers, namely corporations, while deferring 
relief to others. 


Your committee notes that, in this connection, the small-business 
plank of the Democratic Party platform pledges: 


(2) Tax relief for all small and independent business by 
fair and equitable adjustments in Federal taxation which will 
encourage business expansion, and to the realistic application 
of the principle of graduated taxation to such corporate in- 
come. An option should be provided to spread Federal estate 
taxes over a period of years when an estate consists princi- 

pally of the equity capital of a closely held small business. 


A comparison of Chairman Sparkman’s bill and the present law has 
been made in the following table: 
SPARKMAN Brut (S. 4138) 


TABLE 12.—Comparison of present and proposed corporate income tax laws 




















les Tective rate (percent) | Change 
oe ee ie ee eet Sir Prepon taki ai a 
Income subject to tax | | liability liability 
Present | Proposed | | } Amount | Percent 
law law | 
ree pe pn «hh le ee: Be 
$5,000 niliiaibitinaasiadaeael 30 5 $1, 500 $250 —$1, 250 | —83.3 
se leeininadinn cache ol 30 7.5 | 3, 000 | 4 —2,250 | —75 
DD idnin anne oeaaaiaen a 30 | 10 4, 500 1, 500 | —3,000 | —66.6 
$20,000___.-- . pietae eeaal 30 | 13. 75 | 6, 000 | 2, 750 | —3,250 | —54.2 
$25,000__.... Soiree seaet 30 18 | 7, 500 | 4, 500 | —3, 000 —40 
EEE 41 | 31.5 | 20, 500 | 15, 750 | —4, 750 —23.2 
NI ech een ws oneness 46.5 | 38. 25 | 46, 500 | 38, 250 | —8, 250 | —17.7 
are 49.8 | 47.7 | 124, 500 120, 750 | —3, 750 | —3.01 
hie 50. 53 | 50. 53 189, 500 189, 500 | None | None 
$500,000 Sebptes fhe 50.9 | 51. 65 | 254, 500 | 258, 250 | +3, 750 | +1.22 
ND ool a Knit tannins adiiaiin | 61.4 | 53. 33 | 514, 500 | 533, 250 | +18, 750 +3. 6 
$5,000,000 - _ - ; ant 51.9 54. 68 | 2, 594, 500 | 2, 733, 250 +138, 750 | +5.3 
+5. 6 


$10,000,000... --_- Silo tae’ 51. 95 54.83 | 5,194. 500 | 5, 483, 250 | +288, 750 | 


Note.—Estimated revenue increase is $45 million. 


Although there is general agreement in both the Congress and 
the Cabinet Committee on Small Business that some tax assistance 
for small corporations is definitely needed, there is no unanimity 
concerning the manner or extent of the required relief. All of the 
aforementioned congressional proposals were opposed by the Treasury 
Department. Wendell Barnes, Administrator of the Small Business 
Administration, in public hearing told your committee that he did 
not believe that changes should be made in rates which would affect 
corporations without accompanying changes being made to benefit 
individuals. When asked further if he would oppose tax relief for 
corporations which incurred no loss in total revenue, though not 
providing relief to an individual, Mr. Barnes quoted a reply that 
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Secretary of the Treasury Humphrey had made to a similar question: 
“T would be opposed to having a reduction go all to a reduction of 
business taxes when individuals are certainly entitled to major con- 
sideration as soon as any tax relief is possible.” As this remark by 
the Secretary of the Treasury did not appear responsive to the non- 
revenue loss circumstances outlined in the question, Mr. Barnes was 
additionally asked: 


Mr. Stutts. Following through, how about your specific 

views on the Fulbright-Sparkman proposal [S. 3129] which 
would reverse the normal and the surtax rates, thereby giving 
up to 26 percent relief for small firms and entailing no reve- 
nue loss by the addition of 1 point to the surtax rates. 
». Mr. Barnes. My statement would have to cover that. I 
would have to follow the administration’s position, that that 
would be opposed until further tax relief was available for 
individuals also. 

Mr. Struts. There is no revenue loss in this, however, Mr. 
Barnes. There is only a shifting, perhaps, somewhat of the 
burden from the smaller firms trying to reduce the impact of 
Federal taxes on smaller firms. 

Mr. Barnes. I think when Secretary Humphrey was in- 
terrogated about that he replied that it involved a redis- 
tribution of the tax burden and that it was not possible to— 
even though there was no revenue loss, that the whole 
picture should be studied and that a hasty action might 
result in a placing of the burden in an ill-advised manner, and 
that he would prefer to have the whole picture studied at 
the time a reduction is advisable. So I would have to 

Mr. Sruvts. I wonder if the word “‘hasty”’ is well advised, 
since the burden of taxes, it seems to me, has been one that 
has long been admitted, and the unfair impact of these 
Federal taxes on small businesses is especially well known. 

Mr. Barnes. I don’t believe “hasty” is the word that is 
used. I think that was merely my recollection of the idea. 
Let’s see. What he actually said was: 

“However, a change of this sort involving, as it does, 
an increase in the spread between tax rates on different 
sizes of corporate income has such far-reaching implica- 
tions that the final decision on its merits will be possible 
only after extensive public hearings and thorough 
consideration from many standpoints. I am not yet 
prepared to say what our final position on such a proposal 
might be, but I am satisfied that the problem is so 
complicated and so important that any quick decision 
or action might turn out to be wrong.” ® 





Despite Secretary Humphrey’s reluctance to indicate any early 
approval to the various relief measures proposed, your committee was 
encouraged by the progress report last fall of the President’s Cabinet 


16 Hearings, Small Business Administration, 1956, Senate Small Business Committee, 84th Cong., 2d 
sess., pp. 42-43, 
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Committee on Small Business which proposed the following four 
small-business tax concessions: 

1. That the taxes imposed on business corporations be modified 
by reducing the tax rate from 30 percent to 20 percent on incomes up to 
$25,000. 

2. That businesses be given the right to utilize, for purchases 
of used property not exceeding $50,00u in any 1 year, ‘the formulas of 
accelerated depreciation that were made available to purchasers of 
new property by the Internal Revenue Code of 1954. 

3. That corporations with, say, 10 or fewer stockholders be given 
the option of being taxed as if they were partnerships. 

4. That the taxpayer be given the option of paying the estate 
tax over a period of up to 10 years in cases where the estate consists 
largely of investments in closely held business concerns. 

Although Secretary of the Treasury Humphrey is not a member of 
this Cabinet small-business group, your committee is hopeful that Mr. 
Humphrey, as the Government’s top fiscal agent, will join with his 
fellow Cabinet members in supporting these proposals. 

President Eisenhower promised to give “prompt and favorable 
consideration” to these tax concessions{in drafting his legislative 
program, although it is generally acknowledged that the proposed 
relief would cost the Treasury some $600 million a year in revenue. 
In the bills submitted to the Senate by Senators Sparkman and 
Fulbright the increases in the highest income brackets were designed 
to prevent any over-all loss of revenue. Should budget considerations 
permit the absorption of a $600 million loss, these proposed increases 
for the highest brackets could be pared considerably, or. alternately, 
the benefits to the smaller income groups could be enlarged. 

These recommendations of the President’s Cabinet Committee on 
Small Business were also strongly endorsed by the Republican plat- 
form, which document further made the more general pledge to work 
toward the “initiation of a sound policy of tax reductions which will 
encourage small and independent businesses to modernize and pro- 
gress.” 

Your committee is, indeed, gratified that members of both political 
parties have expressed strong desires to correct the inequities existing 
in the current law with regard to the corporate income tax being 
levied against the smaller firms. 

Somewhat ancillary to your committee’s prime target of obtaining 
some form of early tax relief for small business, has been the addi- 
tional goal of having a pamphlet prepared which would interpret, in 
layman’s language, the many and complex tax laws applicable to 
small business. This project, initially suggested by Senator George 
A. Smathers, a member of your committee, and only recently com- 
pleted by the Internal Revenue Service in collaboration with your 
committee and the Small Business Administration, was issued as a 
committee print.” Copies were furnished all Members of Congress 
and a number of the business associations and firms and educational 
institutions with which your committee closely works. The com- 
mercial version of this study was issued by the Internal Revenue 
Service and the Government Printing Office early in January 1956." 
Nationwide distribution is now being made through the branch offices 
of the Internal Revenue Service, the Small Business Administration, 


17 Committee print, Tax Guide for Small Business, Senate Small Business Committee, 84th Cong., 2d sess. 
18 Internal Revenue Publication No. 334, Tax Guide for Small Business—1956. 
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and the Department of Commerce. Your committee feels that this 
extremely constructive and meaningful study by the Internal Revenue 
Service will prove of invaluable assistance to the hundreds of thou- 
sands of small firms throughout our country experiencing difficulty 
heretofore in interpreting our necessarily highly technical tax codes. 
Your committee is pleased to have taken part in making this highly 
worthwhile study available to our Nation’s small businesses. 


SECTION C. ISSUANCE OF SECURITIES 


The gap between financing availability and requirements has never 
in the history of your committee been more evident or compelling 
than in the past year. The relative tightness of money supply has 
accentuated the problems of small-business concerns in aloes 
financing and has rendered tenuous their reliance on short-term bank 
financing. As one means of replenishing the reservoir of small- 
business. financing, your committee urges that all methods of increas- 
ing the accessibility of the securities market. be carefully explored. 

‘While the smallest concerns do not generally resort to the securities 
market as a source of external financing, because of high-cost factors, 
companies of intermediate size should be enabled to consider this as 
an important source of funds.’® Your committee, therefore, reiterates 
its conviction that all avenues of public financing must be kept open 
to small business. SEC Regulation A (exemption from full registra- 
tion requirements) aids small business in drawing capital from the 
issuance of securities, and it is imperative that this be not only a 
continuing but expanding means of small-business financing. 

Your committee notes, however, a reversal of the modest trend 
noted in its Sixth Annual Report toward an increasing utilization of 
the securities market as a source of small-business financing.” SEC 
data shows a decline in offerings of small equity securities (common and 
preferred stocks) in the first 9 months of 1956 to $150 million as com- 
pared with $216 million in the same months of 1955. The SEC also 
reports only 971 filings of small issues (under $300,000) totaling $177 
million in the first 9 months of 1956 as against 1312 filings totaling 
$251 million in the similar period of 1955. The SBA in its Sixth 
Semiannual Report editorializes that filings of uranium issues ac- 
counted for most of this decrease. The fact that filings of companies 
more than 2 years old were about equal to the 1955 period may indi- 
cate that the overall decrease resulted largely from successful efforts 
of the SEC to discourage exploitative promotional i issues and that the 
statistical picture of small issues is somewhat more encouraging than 
the above figures show. 

Your committee discussed in its preceding annual report the pro- 
posed revision of SEC Regulation A governing exempt stock issues to 
counteract abuses by some uranium companies, and other promotional 
excesses. The Securities and Exchange Commission faced a dilemma 
composed, on the one hand, of protecting the investing public against 
unscrupulous promoters and, on the other, of maintaining oppor- 
tunities for small, legitimate enterprises to utilize the securities 
market as a source of financing. While recognizing the responsibility 

1 Subcommittee Print No. 8, The Cost and Availability of Credit andfCapital to Small Business, staff 
report to the Board of Governors of the Federal Reserve System, submitted to the Subcommittee on 


Monopoly of the Senate Small Business Committee, 824 Conz., 2d sess. 
2% S. Rept. 1368: Sixth Annual Report, Senate Small Business Committee, 1955, p. 61. 
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of the SEC to protect the public from the fraudulent stock issue, the 
Small Business Administration and your committee vigorously told 
the Commission that the securities market must be held open to inde- 
pendent, honest concerns, even as the market sharpsters were bein 
eliminated. Your committee can report that the SEC soneiiensl 
these representations in the final revision of regulation A made 
effective on July 23, 1956. As a result, the revised regulation does 
not contain some of the earlier provisions which might have been 
harmful to the small firms desiring to utilize the securities market. 

On July 23, 1956, the SEC published a notice of further proposed 
amendments of regulation A goversing exempt issues. The SEC 
press release concerning proposed further modifications of regulation 
A is reprinted in appendix D for those wishing detailed information 
on its provisions. Your committee is pleased to report that the 
Small Business Administration has again taken a serious interest in 
this matter, as can be seen from the correspondence excerpts reprinted 
below: 

OcToBER 23, 1956. 
Hon. J. SINCLAIR ARMSTRONG, 
Chairman, Securities and Exchange Commission, 
Washington, D. C. 

Dear Mr. Armstrone: Your executive assistant, Mr. 
Frank G. Uriell, has called to our attention Securities Act 
Release No. 3664, announcing proposed further amendments 
of regulation A. We would like to avail ourselves of the 
opportunity to comment on these amendments. 

As we have stated to you on previous occasions, the Small 
Business Administration is extremely anxious that all legiti- 
mate small businesses in manufacturing, retail, wholesale, 
and service trades have free access to public financing. Our 
primary concern, therefore, is to retain for these business 
concerns the advantages and benefits of equity financing 
made available to them under regulation A. 

With the foregoing objective in mind, we cannot concur 
with any proposal which limits regulation A financing to 
companies which can demonstrate at least 1 year of profitable 
operation. Our experience has indicated that in many in- 
stances sound and profitable small businesses have developed 
after suffering initial losses over a period of several years. 
Indeed, the availability of sufficient equity capital is, as you 
know, one of the vital factors which may determine whether 
a new but fundamentally sound business venture can succeed, 
Loss in the first years of organization is a common occurrence 
which readily may be anticipated in the organization of a 
new concern. This common experience alone must not be 
made a disqualification which will preclude utilization of 
regulation A financing. 

We are more favorably inclined, should the Commission 
find this procedure necessary for the protection of investors, 
to the proposal submitted in release No. 3664 which would 
limit the aggregate number of securities which can be issued 
under regulation A. If the Securities and Exchange Com- 
mission believes that a substantial benefit will accrue to the 
investor by limiting the sale of “penny stocks,’ we then 
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suggest that consideration be given to a 300,000 rather than 
a 100,000 unit limitation. As far as we are able to ascertain, 
the greater part of new financing for sound small business 
has been at a price in excess of $3 per share. Nevertheless, 
there is some financing done at less than $3 a share although 
rarely at a price below $1 a share. 

Release No. 3664 proposes four alternative amendments 
to regulation A. On the basis of our comments noted above, 
it is our opinion that the fourth alternative, particularly if 
the number of permissible units is increased to 300,000 
would embody the fewest disadvantages to legitimate small 
companies and still provide protection, if necessary, for the 
investing public. 

Sincerely yours, 
WENDELL B. BaRnzgs, 
Administrator. 





NovemMBER 6, 1956. 
Hon. WenpELL B. Barngs, 
Administrator, Small Business Administration, 
Washington 25, D. C. 

Dear Mr. Barnes: On behalf of the Securities and Ex- 
change Commission, I am writing to acknowledge and express 
our appreciation for the very careful comments which you 
give in your letter of October 23, 1956, on our proposals which 
are presently promulgated for public comment for the further 
revision of our exemptive regulation for new issues of corpo- 
rate securities to be sold in interstate commerce to the public 
not exceeding $300,000 in amount. 

We are most sensitive to the position of the Small Business 
Administration that all legitimate small businesses in manu- 
facturing, retail, wholesale, and service trades have free access 
to public financing and that the advantages and benefits of 
equity financing made available for these business concerns 
under our exemptive regulation be retained. 

We of the Securities and Exchange Commission have a long- 
standing recognition of the great importance to small busi- 
ness of access to the capital markets, particularly for equity 
money, not burdened by unnecessary Government restric- 
tions, but under reasons able rules providing for protection of 
the investing public as contemplated by the Federal Secu- 
rities Act. 

As you know, our exemptive regulation as revised in July 
1956, does not limit the availability of the exemption by 
industry groups. Also, none of the proposed further re- 
visions now under consideration limits the availability of 
the exemption by industry groups. The Federal Securities 
Act under which the Commission is empowered by the Con- 
gress to promulgate the exemptive regulation does not show 
any congressional purpose to make the financing of one 
industry group more easy than the financing of any other 
industry group. 
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We can assure you that so far as the industry groups you 
mention are concerned, as well as for industry groups 
generally, no unnecessary or burdensome restrictions are 
contemplated, and whatever further revisions of the exemp- 
tive regulation we decide to adopt will be consistent with 
the congressional purpose of investor protection expressed 
in the Federal Securities Act. 

We are giving serious consideration to the view you 
express that the availability of the exemptive regulation 
should not depend upon demonstration of 1 year of 
profitable operations by the company seeking to offer 
securities under the exemption. 

We also observe with interest that in connection with our 
proposals to limit the aggregate number of securities which 
can be issued under the regulation, which are designed to 
benefit the investing public by limiting the sale of “penny 
stocks,”’ you suggest that we consider adopting a revision of 
the rule which would provide for a maximum number of 
units of 300,000, rather than 100,000 as we proposed. Sucha 
provision would permit new equity financing for small 
business enterprises at a price per share of not less than $1. 

+ * * * * 


Sincerely yours, 
J. Stnctairn ArMsTRONG, Chairman. 


In the opinion of your committee, the action of the Small Business 
Administration in following this type of problem is to be commended 
as reflecting a proper concept of the Administrator’s role in matters 
affecting the small-business climate. 

Your committee applauds the action of the SEC in establishing 
within their Corporation Finance Division a new Branch of Small 
Issues responsible for coordinating and supervising the examination 
of exempt offerings not exceeding $300,000 in amount. Since the 

rocessing of regulation A filings has been decentralized to the nine 
EEC regional offices, the Branch of Smal] Issues should prove helpful 
in establishing and maintaining uniform procedures. This organiza- 
tional step may also prove a means whereby the SBA can make its 
views known and be of assistance in the development of definitions 
which protect the investing public but do not bar legitimate small 
concerns from access to the’securities market. 

One of the recommendations of the President’s Cabinet Committee 
on Small Business was that the $300,000 exemption limit be raised to 
$500,000 “in recognition of the substantial increase in the price level 
that has occurred in the intervening years.’”’ Your committee agrees 
that such an increase might make the public capital markets more 
attractive to intermediate-size firms but points out that its practical 
value will be determined by the intelligent rationalization of the twin 
problems of providing maximum protection to the public investor 
while maintaining maximum opportunity for small firms to make use 
of the securities market. 

Your committee will continue to follow the matter of financing 
small-business needs by use of the securities market in view of the 
importance of making this source of financing available to small 
business to an increasing degree. 
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SECTION D. THE RENEGOTIATION ACT 


On August 1, 1956, Congress passed, and the President subsequently 
approved, Public Law 870 of the 84th Congress amending and extend- 
ing to December 31, 1958, the Renegotiation Act of 1951, as extended. 

Your committee views this action with what can only be termed 
mixed emotions. Members of the committee have given their indi- 
vidual support to the renegotiation process during those periods of 
emergency when the productive facilities of our industries were 
strained to the breaking point and competitive conditions could not 
guarantee a reasonable price being paid by the Government. How- 
ever, during nonemergency periods when procurement and purchas- 
ing officials are not pressed to enter into hurried contracts and our 
normal competitive processes have not been disrupted, your com- 
mittee feels that the continuance of all-inclusive and wide-sweeping 
wartime profit and price controls on the industrial segment of our 
economy constitutes both a costly administrative process for the 
Government and an unfair burden on our Nation’s industry. 

Particularly is this true in the case of smaller businesses where the 
expense of maintaining the exacting and voluminous records required 
by the Renegotiation Board is more » keenly felt and where the problem 
of whether to gamble on using renegotiation profits for expansion 
against the chance of a later assessment by the Board is more pro- 
nounced and acute. 

Your committee welcomed the directive of Congress as set forth in 
the previous extension of the act in 1955, wherein the Joint Committee 
on Internal Revenue Taxation was instructed to make a study of 
renegotiation to determine if there was any necessity of extending 
the act beyond December of 1956 and, if so, what amendments were 
warranted by changing conditions. Chairman Sparkman directed 
the committee staff to collate the information in the committee’s 
files and to render all assistance to the joint committee in this study. 

Toward this end, your committee sent out letters to numerous 
small-business organizations and individuals throughout the country, 
requesting their views on the act as it was then being implemented, 
as well as soliciting their suggestions on the continuation of the act 
and measures that might be taken to improve its operations. As 
expected, the replies, without exception, recommended that the act 
be permitted to expire. The most numerous disadvantages cited 
were that renegotiation is a selective taxation without rate from 
which there is no workable or practical avenue of appeal, being levied 
by a five-man board rather than by Congress; that it stifles expansion 
through reinvestment owing to the inability of a company to measure 
its financial liability until long after a profitable year has been com- 
pleted; that it encourages inefficient and careless procurement; that 
it reduces incentives for economy and efficiency; that it discourages 
subcontracting; that it is a heavy drain on the time and talents of 
industrial personnel; that it discourages small firms with limited 
management personnel from entering into competition for defense 
contracts; and. lastly, that the great financial expense to both the 
Government and private industry has not been justified when com- 
pared against the so-called excess profits which have been recovered. 

Upon receipt of these expressions from industry, members of the 
committee’s staff held several meetings with the Chairman of the 
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Renegotiation Board and his advisers, and also with various members 
of the staff of the joint committee in order to point out the hardships 
that the act, as then written, presented to small business. 

The joint committee report, issued on May 31, 1956, and upon which 
the latest extension was based, incorporated many of the amendments 
referred to in your committee’s sixth annual report, which were 
subsequently advanced in discussions with the staff of the joint 
committee. 

As previously stated, your committee had been concerned about the 
impact of renegotiation on small business for two principal reasons. 
First, it deprived many small firms of being able to plan properly and 
to forecast accurately their financial positions, since a company 
generally had to wait some 2 or 3 years for the Board to determine a 
pes position as a basis for renegotiation. A second, and even more 

asic fault, involved the question of continually extending compre- 
hensive restrictions and controls, designed to counteract procurement 
deficiencies during a wartime or emergency period, or into periods when 
emergencies had presumably ceased and normal contracting procedures 
had resumed. 

Your committee feels that the joint committee developed an excel- 
lent study within the terms of its mandate; however, it is maintained 
that there are certainly better methods of protecting the Government 
against exorbitant profits than continual piecemeal revisions to 
legislation which was initially designed to solve problems during 
periods of all-out mobilization and defense production. Your com- 
mittee agrees completely with the joint committee’s finding that 
renegotiation should not become a permanent part of the law. The 
committee also most emphatically concurs with the joint committee 
that the entire area of profit-limiting legislation, including the Re- 
negotiation, Vinson-Trammell, and Merchant Marine Acts, must be 
reviewed to determine their adequacy, workability, and necessity. 
Many quarters have resisted the expiration of renegotiation simply 
because this would permit the less rational Vinson-Trammell Act, 
with its objectional cost-plus mechanism, to come into effect im- 
mediately. 

Recommendations made by the joint committee and later incorpo- 
rated in the act as passed, of particular assistance to small business 
were: 

Raising the statutory floor beneath which sales cannot be renegoti- 
ated from $500,000 to $1 million, effective for fiscal years ending after 
June 30, 1956; making optional the filing of certificates of nonapplica- 
bility; broadening and clarifying certain features of the standard 
commercial article exemption; restricting renegotiation to only 7 
departments of Government, as contrasted with some twenty-odd 
previously; providing for a 2-year carryforward of losses; providing 
for review by United States courts of appeals in the circuit where con- 
tractors or subcontractors filed their Federal income tax returns on 
renegotiation decisions by the Tax Court of the United States; and 
requiring that annual reports on its activities for the preceding year 
be submitted by the Renegotiation Board to the Congress. 

With the publishing of the joint committee report, it became readily 
apparent to your committee that the problem of renegotiation was 
once again to be attacked on the basis of partial and spotty revisions 
to the basiclaw. In view of this, your committee’s chairman, Senator 
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Sparkman, requested, and was granted, an opportunity to discuss this 
legislation before the Finance Committee when the House bill was sent 
over to the Senate. Senator Sparkman, in executive session of the 
Senate Finance Committee, recommended adoption of those amend- 
ments to the existing act which were contained in the House bill. He 
additionally recommended to the Finance Committee that all con- 
tracts awarded as a result of advertised competitive bidding be ex- 
empted from the renegotiation process. He also suggested to the 
committee that it should be made abundantly clear to the Renegotia- 
tion Board that prime contractors should not be penalized (by being 
allowed a lower percentage of profit) for work that they were sub- 
contracting to small firms. Senator Sparkman pointed out that this 
administrative decision of the Renegotiation Board was working at 
complete cross purposes with the Department of Defense program, 
which encourages prime contractors to subcontract an appreciable 
percentage of their work to smaller firms.” It is regretted that these 
two suggestions were not adopted. 

Your committee feels that the various amendments to the act in- 
corporated in the extension of August 1, 1956, will do much to alleviate 
many of the burdens and inequities which have been created by re- 
negotiation heretofore. However, it is felt that the entire area of 
profit limitation, including the Vinson-Trammell and Merchant 
Marine Acts, must be thoroughly studied by the committees having 
cognizance over these various laws with a view to developing singular 
legislation, sufficiently precise in context to provide adequate safe- 
guards against excessive profits for the specific areas where the mili- 
tary feels its procurement processes do not safeguard the public. 

This approach, by specific and clearly defined problem areas which 
the military has determined constitute the danger spots in their pro- 
curement processes, is certainly the most logical approach to what 
appears to be an ever-present problem. The Secretary of the Air 
Force, writing in behalf of the Defense Department, advised the 
Speaker of the House on May 2, 1956, that: 


In the changing technology of the defense effort, new equip- 
ment becomes more complex and past production and cost ex- 
perience is not necessarily satisfactory for forecasting and 
avoiding unconscionable profits. This factor has increased 
dramatically in importance with the new urgency which has 
centered on the guided-missile and supersonic-aircraft pro- 
grams. The problem is further complicated by the numerous 
changes and improvements which are necessarily introduced 
into production to achieve better performance, safety in flight, 
and productibility. 


Your committee believes that there is a general presumption in the 
Congress in favor of firm pricing and competitive bidding rather than 
retroactive correction, and, since the military believes that its high 
rates of spending on complex and technical items require the renegotia- 
tion process, the burden of defining specifically the product classes 
demanding this procedure should be placed upon it rather than upon 
a patient segment of the industrial community. The term “segment” 
is used advisedly, since it has been computed that through fiscal year 


*1 See Congressional Record, pp, 12296, 12297 (temporary), July 19, 1956, for complete text of Senator Sparke 
man’s recommendations, 
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1956 an amount somewhere in the nature of $16.5 billion will be spent 
on renegotiable purchases, which amount is actually less than 5 per- 
cent of the Nation’s current annual rate of output of goods and services. 
These are hardly the days of all-out mobilization and stifled competi- 
tive markets rendering impossible the orderly and sound pricing of all 
military requirements. 

What the Secretary of the Air Force has told the joint committee 
about the necessity for renegotiation has great merit when confined to 
such procurement areas as ‘research and development and contracts 
in the electronics and aviation fields. However, your committee feels 
that these areas should be cut down to bedrock minima and clearly 
spelled out by the military for whatever renegotiation action is re- 
quired. To begin by including all types of materials being purchased 
by every agency of ‘Government, as was done during periods of full 
mobilization, and then attacking obvious inequities by chipping away 
at this whole as conditions eased, i is not, in your committee’s opinion, 
the logical or feasible approach to the present-day profit-limitation 
problem. 








CHAPTER IV 
ANTITRUST ACTIVITIES DURING 1956 


As expressed by Judge Learned Hand in his celebrated opinion in 
the second Alcoa case, ‘“‘the basic policy and prime purpose of the 
antitrust laws is to perpetuate and preserve, for its own sake and in 
spite of possible cost, an organization of industry in small units which 
can effectively compete with each other.” ! In this view, Federal 
antitrust legislation is properly recognized as a charter of economic 
freedom, establishing for small business a permanent place in the 
national economy and guaranteeing to small business everywhere full 
opportunity to grow and to prosper under truly competitive conditions. 
So, too, does this viewpoint recognize the vigor and vitality of the 
small-business community as the key,to the entire, Nation’s economic 
well-being. 

Guided by the light of this important relationship between the 
antitrust laws and small business, your committee has annually re- 
viewed the activities of the antitrust agencies, the Department of 
Justice, and the Federal Trade Commission. Through such reviews, 
the committee presents an assessment of the progress, or lack thereof, 
being made toward attainment of the objectives of our antitrust laws. 


SECTION A. JUSTICE DEPARTMENT 


In the first 10 months of 1956, the Antitrust Division of the Depart- 
ment of Justice exceeded the number of antitrust suits started during 
1955. According to figures available to your committee, a total of 41 
cases were instituted during the period fom January 1 to November 
6, 1956, compared with 33 suits launched in all of 1955. Of these 41 
new cases, 24 were civil in nature and 17 were criminal. Also sig- 
nificant in the activity of the Antitrust Division is the fact that the 
first 10 months of 1956 saw 47 cases terminated, with the Division 
winning 33, losing 9, and having 4 dismissed by the Government and 
1 by the court. Of the 33 cases won by the Division, 19, or more than 
one-half, were concluded by consent judgments. Another 10 were 
terminated by nolo contendere pleas and 1 by a plea of guilty. Three 
cases, 2 civil and 1 criminal, were won through litigation. Of the 
cases lost by the Division, 7 were civil and 2 were criminal. Two 
criminal cases were dismissed upon motion of the Government. 

Study of the suits filed by the Division during the first 10 months 
of 1956 discloses a broad coverage of antitrust offenses ranging from 
alleged conspiracies in violation of the Sherman Act through monop- 
olization, price fixing, boycotts and refusals to sell, discrimination and 
restrictive trade activity, and market allocation. Such study also 
reveals that the products and commodities involved in the suits are 
equally diversified, suggesting that the desire to avoid the hazards of 
competition is not peculiar to any single industry. Indeed, there 


1 United States v. Aluminum Co. of America, 148 F. 2d 416 (2d Cir. 1945). 
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may be some basis for feeling that the Antitrust Division could find 
antitrust violations just by picking an industry at random. 

In a review of the most important antitrust cases brought by the 
Antitrust Division during the first 10 months of 1956, it seems appro- 
priate to begin with the suit instituted against General Motors, the 
Nation’s largest industrial corporation. That action charges General 
Motors with monopolization of the manufacture and sale of transit 
and intercity buses, as well as conspiracy with four of the largest bus- 
operating companies in the United States. In the conspiracy count, 
four of the largest bus-operating companies in the country are named 
as coconspirators, although not as defendants. 

In this case, the Antitrust Division is seeking the customary in- 
junctive relief. But, believing such relief not adequate to restore full 
competition in the industry, the Division asks also for additional 
relief specifically designed to produce competitive freedom and oppor- 
tunity. In this regard, the complaint asks that General Motors be 
restrained from selling to the coconspirator operating companies 
more than 50 percent of their annual bus requirements; that General 
Motors be required to sell on nondiscriminatory terms diesel engines 
and other vehicle parts to bus manufacturers; that General Motors be 
required to offer financing of bus sales by competing manufacturers 
on the same terms used in financing its own bus sales; and that 
General Motors be required to license its patents relating to buses to 
all applicants. Should this antitrust action be successfully concluded, 
considerable competitive benefits should accrue to the many small 
bus companies operating throughout the country, as well as to the 
very few independent bus manufacturers left in’ the industry. The 
small bus companies will be enabled to purchase their vehicle require- 
ments on a nondiscriminatory basis, and the small bus manufacturers 
will be freed from the allegedly oppressive competitive tactics of 
General Motors. The proceedings in this case will be closely followed 
by your committee. 

Another monopoly case of particular significance to small business 
was filed against Robertshaw-Fulton Controls Co., and others, who 
in 1955 manufactured and sold approximately 96 percent of all 
temperature controls for gas stoves in the United States. The com- 
plaint alleges that the defendants and coconspirators agreed to pool 
present and future patents on thermostatic temperature controls in 
order to dominate that industry. The complaint also alleges that 
the defendants refused patent licenses to other manufacturers, fixed 
prices, and acquired competing manufacturers to eliminate compe- 
tition. This case promises small business an equal opportunity to 
compete in the field of gas-stove temperature controls, should prose- 
cution be successful. 

Market entry was also eased in several industries by the negotiation 
of consent judgments. One such case involved the cigar -machinery 
industry, where patents and technology were made available to new 
producers and to small competitors. In the field of commercial linen 
supplies, a consent judgment was entered requiring the defendants to 
divest themselves of certain branch offices and to offer them for sale 
to independent firms. Then, there was the consent judgment in the 
electrical appliance field, under which the Philco Corp. agreed to 
permit its franchised distributors to handle competing lines of mer- 
chandise. A less satisfactory consent judgment was entered in the 
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case against American Telephone & Telegraph, where the Government 
had contended in its complaint the monopoly involved could be 
remedied only by divorcement of A. T. & T.’s manufacturing sub- 
sidiary, Western Electric Co. 

Another field recently opened up for new competition through 
consent judgments is the processing of amateur color film. Since the 
judgment was entered against Eastman Kodak in December 1954, 
some six or more major processors, including such experienced labora- 
tories as Technicolor and Pathe, have entered into the processing of 
Kodachrome color film, and it is reported that hundreds of small 
processing firms throughout the country are entering some phase of 
the color-processing field. Moreover, there is evidence that the new 
processors are competing vigorously against Eastman, not only in the 
area of service and quality but in price as well. 

In an important antitrust decision, the Supreme Court found that 
du Pont had not monopolized trade and commerce in cellophane. 
The Court ruled that competition of other packaging materials pre- 
vented du Pont from exercising monopoly power over trade in cello- 
phane, and that it therefore did not “monopolize” in violation of the 
statute. The Court said that control over a product which differs 
from others both in physical characteristics and price is not deter- 
minative of possession of monopoly power. It held that existence of 
such power is to be determined on the basis of all products which, 
from the standpoint of consumers, are ‘‘reasonably interchangeable” 
with the product alleged to be monopolized, and that the relevant 
market for determining monopoly power over the cellophane trade 
was the entire market or trade in flexible packaging materials, which 
du Pont admittedly did not have power to control. The dissenting 
opinion by Chief Justice Warren expressed the view that du Pont 
had power both to control the price of cellophane and to exclude 
competitors from that trade, the tests of illegal monopolization; that 
cellophane was a product with a combination of qualities giving it 
unique commercial value; and that the relevant market should be 
limited to close substitutes to avoid the emasculation of section 2 of 
the Sherman Act. 

In its antimerger program, the Division instituted three suits alleg- 
ing violation of amended section 7 of the Clayton Act. Two of these 
suits were in the container field. One challenged Continental Can 
Co.’s acquisition of Hazel-Atlas Glass Co. and the other sought to 
dissolve the merger of Robert Gair Co. and Continental Can Co. 
The third suit was filed to forestall the merger between American 
Radiator & Standard Sanitary Corp. and Mullins Manufacturing 
Corp. American-Standard is the largest manufacturer in the United 
States of cast-iron bathtubs and kitchen sinks, while Mullins is the 
largest manufacturer of steel kitchen cabinets and steel kitchen 
sinks in the United States. These mergers appear seriously to 
challenge the intent of Congress in enacting a law which would prohibit 
horizontal, vertical, or conglomerate acquisitions where the effect 
may be substantially to lessen competition or to tend to create a 
monopoly. 

In response to a request by your committee for an opinion, the Anti- 
trust Division of the Department of Justice recently stated that: 


The current enforcement policy of the Antitrust Division, 
stated briefly, is to vigorously and progressively enforce the 
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antitrust laws to preserve a strong and healthy competitive 
economy. In your committee’s sixth annual report it was 

ointed out that the growing domination of many markets 
oe large corporations has created serious competitive prob- 
lems for the economy as a whole and for small business in 
particular. This trend, many have urged, has been and 
continues to be achieved largely by mergers and acquisitions. 
Our antimerger program has attempted to forestall any un- 
due concentration by proceeding against significant mergers 
which appear to violate section 7 of the Clay ton Act. This 
vigorous antimerger program the Antitrust Division will 
continue. 

Coupled with the antimerger program, the Antitrust 
Division will continue to enforce the Sherman Act as a means 
of combating monopoly. Our present enforcement program 
will seek to uncover and eliminate: (a) Artificial barriers to 
the entry of new businesses into the arena of competition; 
(6) price fixing, market allocation, boycotting or other 
illegal arrangements which fetter the operation of a free- 
competitive enterprise system; and (c) undue pressures on 
large and small business resulting from concentration of 
control or other elements of dominance. 


Conclusions 

In this review of the activities of the Antitrust Division for the 
first 10 months of 1956, your committee concludes that the record 
reflects both strength and weakness in the Division’s vital role of 
securing and maintaining competitive conditions in the Nation’s 
economy. There is approval of the Division’s sharp step-up in the 
number of antitrust cases instituted. There is similar approval of the 
Division’s continued vigor in bringing suits designed to preserve 
freedom of entry into the Nation’s industry, a matter of special concern 
to small business. Furthermore, the committee is gratified with the 
Division’s apparent willingness to do battle with the titans of business, 
such as are named in the cases against General Motors, Socony-Mobil, 
Foremost Dairies, Continental Can, and B. F. Goodrich. An antitrust 
enforcement program which is concentrated on the violations of 
corporations of such size offers great competitive benefits. This is not 
to suggest that the anticompetitive practices of small firms should be 
condoned but, rather, that always uppermost in the Division’s mind 
should be an awareness of the tremendous competitive injury produced 
by antitrust violations of industrial giants. Favorable mention must 
also be made of the Division’s full support of legislation intended to 
strengthen the basic antimerger statute, section 7 of the Clayton Act. 
The Division’s support of this legislation reflects a clear insight into 
the competitive evils that flow from the increasing economic concentra- 
tion taking place today through mergers. 

On the other hand, there are some disturbing weaknesses in the 
Division’s record. One such item would be the consent judgment 
negotiated by the Division in the case against the American Telephone 
& Telegraph Co. In the light of sound antitrust principles, the 
provisions of that judgment seem hardly defensible. Bearing in mind 
that American Telephone & Telegraph was charged in that case 
with monopolizing the manufacture and sale of telephone equipment 
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through its manufacturing subsidiary, the Western Electric Co., 
there is no solution in a consent judgment which provides that the 
business relations between the parent and subsidiary must be on a 
public utility accounting basis and that a few patents on telephone 
equipment must be made available to applicants having a need for 
them. The fact is that the consent judgment leaves unimproved 
a monopoly situation which properly prompted the Division in its 
complaint to seek divorcement of the subsidiary from the parent. 
The relief accepted by the Division in the consent judgment is simply 
inadequate to the task of restoring truly competitive conditions in 
the manufacture and sale of telephone equipment. 

This specific case is exemplary of the inherent danger in the consent 
decree. While your committee recognizes the administrative expedi- 
ency involved, it also appreciates “that a consent judgment may 
well clothe a monopolistic monster in an armor of immunity. With 
the stroke of the court’s pen the door is closed. That which has been 
approved cannot thereafter be disapproved. 

In addition to being dissatisfied with the particular consent judg- 
ment entered in the American Telephone & Telegraph case, your 
committee is concerned over the Division’s continued willingness to 
accept consent judgments in important antitrust cases. This concern 
is only slightly lessened by what appears to be the Division’s current 
deemphasis on the use of consent judgments. (During 1955, a total 
of 29 such judgments were entered, as compared with 19 for the first 
10 months of 1956.) In the view of your committee, a consent 
judgment involves the coalesence of prosecuting and judicial functions, 

requiring the Division to sit in judgment upon action which it has 
taken as the prosecutor. Ever present in such an arrangement is 
the strong possibility of conflict between the responsibilities of the 
Division in its prosecuting role and its assumed responsibility in judg- 
ing whether a consent judgment fully serves the public interest. 

Moreover, as your committee stated in its last annual report, it 
may be conceded that a consent judgment can “save both parties a 
substantial expenditure of time and money” and may, under certain 
circumstances, “restore competition as well as would a litigated judg- 
ment.’’ But such concessions leave unanswered whether a “policy 
of easily obtained consent judgments” have any deterrent effects 
“upon would-be antitrust violators.’”” They also leave unanswered 
whether a ‘‘consent judgment, since it cannot be used as evidence in 
private treble damage suits, [effectively prevents] small firms from re- 
ceiving compensation for injury suffered from the party entering the 
decree.” 

Another sign of weakness that must be mentioned is the relatively 
small number (3) of antimerger actions brought by the Division 
during a period when mergers are nearing a record level. Though it 
is true that the basic antitrust law, section 7 of the Clayton Act, does 
need legislative stre ngthening, the Division should not hesitate to use 
the present law to strike down illegal mergers. Use of the Sherman 
Act may also be appropriate in many cases of monopolistic mergers 

Finally, the Division has remained adamant in its opposition to 
efforts being made to prevent discriminatory pricing practices that 
may substantially lessen competition or tend to create monopolies. 
Reference is here made to the Division’s persistent hostility to con- 
gressional enactment of the Equality of Opportunity bill. To your 
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committee, this attitude on the part of an agency dedicated to the 
suppression of monopoly, however obtained, does not seem consistent. 
It is to be hoped that the Division will soon reexamine its position on 
the subject. In this regard, the Division ought to study carefully 
the arguments presented in support of the Equality of Opportunity 
bill by members of the Federal Trade Commission, a sister antitrust 
agency supporting the measure. 


SECTION B. FEDERAL TRADE COMMISSION 


Examination of the antitrust activities of the Federal Trade Com- 
mission for 1956 discloses actions in several fields having special 
significance to the small-business community. 


Antimerger actions 


The Federal Trade Commission issued only three antimerger com- 
plaints under section 7 of the Clayton Act from December of 1950, 
when the act was amended, to April of 1955, when congressional 
protests against unrestricted merger activity became pronounced. 
From April 1955, through 1956, the Commission has issued 15 anti- 
merger complaints. 

An important merger action was brought in January 1956 against 
Foremost Dairies, Inc., one of the Nation’s four biggest dairy-products 
corporations. The complaint filed by the Commission in this case 
charged Foremost with violating section 7 of the Clayton Act in the 
acquisition, since 1950, of 30 dairy companies in the United States and 
Hawaii. It alleged that Foremost has increased its sales, largely by 
virtue of the acquisitions, from $52 million in 1950 to $375 million in 
1954. In this view, according to the Commission, the 30 acquisitions 
by Foremost tend substantially to lessen competition or to create a 
monopoly in the dairy industry. 

This complaint also contains an unusual feature, a second count 
charging that the 30 mergers mentioned above and 9 others not subject 
to the antimerger statute (because the acquisitions were of intrastate 
corporations) constitute an unfair trade practice and method of com- 
petition within the purview of section 5 of the Federal Trade Com- 
mission Act. The significance of this second count lies in its potential 
effects upon the course of economic concentration in the dairy industry. 
Should it be judicially held that the Commission has jurisdiction 
under section 5 of the Federal Trade Commission Act to proceed 
against acquisitions of intrastate firms, an effective weapon would 
be added to the arsenal against mergers.?, Moreover, the ruling would 
also permit the issuance of a cease and desist order prohibiting Fore- 
most from acquiring other intrastate dairies where the effect may be 
to lessen competition substantially or to tend toward monopoly. 

Similar antitrust actions have been taken by the Commission against 
National Dairy Products Corp., the Borden Co., and Beatrice Foods 
Co., the other members of the big four dairy-products corporations. 
In these cases, the issues raised and the antitrust significance are closely 
related to the Foremost case. 

National, the largest dairy corporation in the United States, 
allegedly has acquired 39 dairy companies throughout the country 





2 On this point, it may be noted that the Supreme Court has held that the Commission has jurisdiction 
to declare that conduct tending to restrain trade is an unfair method of competition [under sec. 5 of the 
Federal Trade Commission Act] even though the selfsame conduct may violate the Sherman Act, 
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since 1950; Borden, 80; and Beatrice, 11. For 1955, the combined 
sales of these three dairy giants was in excess of $2 billion. 

Another significant antitrust action started by the Commission 
charged the Scott Paper Co. with violating section 7 of the Clayton 
Act, and also section 5 of the Federal Trade Commission Act, in 
acquiring: 

(a) Soundview Pulp Co., Everett, Wash., a manufacturer 
of bleached sulfite pulp with timber resources yielding in ex- 
cess of an estimated 3% billion board-feet annually; 

(b) Detroit Sulphite Pulp & Paper Co., Detroit, Mich., a 
manufacturer of base paper stock for waxed and other papers 
with assets including a bleached sulfite paper mill and 
65,000 acres of timberland; and 

(c) Hollingsworth & Whitney Co., Boston, Mass., a 
corporation with 1 million acres of timberland, sulfite pulp 
mills, a ground woodpulp mill, and 9 papermaking machines. 


Even before these acquisitions, Scott Paper was the dominant manu- 
facturer of toilet tissues and a leader in the manufacture of facial 
tissues and household papers. With the aid of the new corporations, 
however, Scott Paper increased its sales from $97 million in 1950 to 
$245 million in 1955. During the same 5-year period, Scott enlarged 
its share of the sanitary paper market from 30 to 38 percent, while its 
three nearest competitors each managed to retain about 6 percent of 
the market. 

Fruehauf Trailer Co., the world’s largest manufacturer of truck 
trailers, was charged with violation of section 7 in a complaint issued 
during August 1956, by the acquisition of 6 competitors between 1953 
and 1956. In three categories, truck trailers, aluminum truck trailers 
and dump trailers, Fruehauf has risen from approximately 30 percent 
to approximately 50 percent of United States sales as a result of the 
acquisitions, it is alleged. 

This case’s antitrust significance lies in the preeminence of Fruehauf 
in its field and also in a section 5 count in the complaint seeking to 
prevent future acquisitions of this nature and also attacking Fruehauf’s 
methods of financing sales as an unfair method of competition by 
diverting trade to Fruehauf and tending to create a monopoly. 


Robinson-Patman. actions 

In March 1956, the FTC issued a group of complaints, under 
section 2 (d) of the Robinson-Patman Act, charging four manufac- 
turers, Bymart-Tintair, Inc., Serutan Co., Johnson & Johnson, and 
Anahist Co., Inc., with granting special allowances to a large retail 
drug chain, United Cigar-Whelan Stores Corp. in return for advertising 
on television shows sponsored by United-Whelan. Such allowances 
were not made available to competitors of United-Whelan on “pro- 
portionately equal terms.” 

United-Whelan itself was charged, under section 5 of the FTC Act, 
with inducing allowances it knew or should have known were not 
being offered to its competitors. United has consented to the entry 
of a cease and desist order against the practices, as have two of the 
suppliers, Bymart-Tintair, Inc., and Johnson & Johnson. 

Another group of complaints issued on July 19, 1956, charged nine 
major grocery suppliers with violation of section 2 (d). These com- 
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panies are charged with paying National Broadcasting Co., Columbia 
Broadcasting Co., and American Broadcasting-Paramount Theatres, 
Inc., for time given by the networks to favored grocery chains without 
charge. The respondents are: 

Groveton Paper Co 

Pepsi-Cola Co. 

Coca-Cola Bottling Co. of New York, Inc. 

Sunkist Growers, Inc. 

General Foods Corp. 

Sunshine Biscuits, Inc. 

Piel Bros., Inc. 

Hudson Pulp & Paper Corp. 

P. Lorillard Co. 
Again the small retailer is alleged to be at a competitive disadvantage 
in this practice. 

Complaints charging price discrimination under section 2 (d) of the 
Robinson-Patman Act were issued against Pure Oil Co. and Sun 
Oil Co., during September 1956. These complaints relate to practices 
of these companies with respect to gasoline price wars in Birmingham, 
Ala., and Jacksonville, Fla., respec tively. Both companies were also 
charged with violations of section 5, FTC Act, in agreeing with the 
favored customers to fix their retail prices to suppress competition. 

The action against two major oil companies was of particular 
interest to vour committee in the light of its findings on the gasoline 
price wars in New Jersey. At that time, the committee attempted 
to persuade the FTC that the Robinson- Patman Act could be used to 
check such price wars by eliminating one of their chief sources, price 
discrimination by the major oil companies. While the Commission 
action is too late to help the victims of the New Jersey price war, it 
should establish a principle which will effectively halt extensive price 
wars of this nature. 

The Commission has been engaged in the trial of several cases in- 
volving parts manufacturers making sales to group buyers on an 
allegedly preferential basis. Cease and desist orders were issued 
against two manufacturers, P. & D. Manufacturing Co. and P. Soren- 
son Manufacturing Co. The Commission order in another of these 
cases, against Moog Industries, Inc., was affirmed on November 5, 
1956, in “the circuit court of appeals. 

These cases, involving the sale of numerous small parts, raise the 
question of injury to competition in discriminations on items which 
individually are significant in the buyer’s total profit. The entry of 
orders, therefore, is of considerable significance in defining the require- 
ments of section 2 (a). Compliance with these orders will necessarily 
affect the sales practices of the companies in relation to so-called group 
buyers. 


Section 5, Federal Trade Commission Act 


Some of the more significant cases under this section have already 
been discussed in the merger and Robinson-Patman Act sections 
above 

In addition, separate complaints charging 3 leading tire manufac- 
turers and 3 major oil producers with restraining competition in the 
sale of tires, batteries, and accessories were issued in January 1956. 
The complaints were issued against the following dual respondents: 
The B. F. Goodrich Co. and The Texas Co.; the Goodyear Tire & 





. 
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Rubber Co. and the Atlantic Refining Co.; and the Firestone Tire & 
Rubber Co. and Shell Oil Co. 

The complaints allege that the oil producers, in return for “override 
commissions,” contract with the tire companies to influence their 
service station and distributor outlets to buy TBA products from the 
tire companies and that such practices and agreements violate sec- 
tion 5, FTC Act. 

It has long been claimed by independent tire manufacturers and 
distributors that these practices have foreclosed substantial markets 
to them and prevented effective competition. As these practices 
have not been considered previously by either the Commission or the 
courts,, the ultimate decision in this case will be important as a legal 
precedent. 


Enforcement policy 


In a recent letter, John W. Gwynne, chairman of the Federal 
Trade Commission, advised your committee that the enforcement 
policy of the Commission ‘‘is to enforce the laws with which we are 
charged as vigorously as we can. Particular emphasis is placed on 
section 7 of the Clayton Act but, so far, we have not found it neces- 
sary to cut back in other fields, nor do we anticipate such action 
will be required. 

“We also are trying very hard to eliminate unnecessary delay in 
our work. Generally, I feel that we are meeting with some success in 
this area, although it is difficult.” 


Conclusions 


In reviewing the antitrust work of the Federal Trade Commission 
during 1956, your committee notes with interest what appears to be 
a definite trend toward flexibility in antitrust enforcement. At the 
very least, the Commission has started to abandon its former policy 
of limiting enforcement to cases supported by a long line of estab- 
lished legal precedents. Indications of this heartening trend may be 
found in the 15 merger actions recently taken by the Commission 
after a 4%-year period of indifference to economic concentration by 
mergers. Further evidence lies in the novel but sound approac 
taken by the Commission under section 5 of the Federal Trade 
Commission Act to check acquisitions of intrastate corporations. 
Another clear sign can be found in the Commission’s recent decision 
to proceed against the Sun and Pure Oil Cos. for practicing 
price discrimination during gasoline price wars, even though doing so 
meant reversing Commission policy regarding the scope of the good- 
faith defense in the Robinson-Patman Act. Similarly, your com- 
mittee is encouraged by the action against 6 major oil companies and 
6 rubber tire companies in which the Federal Trade Commission 
alleged that section 5 of the Federal Trade Commission Act was 
violated by the oil and rubber companies’ arrangements concerning 
the marketing of tires and automotive accessories. 

On the other hand, these favorable omens do not appear to warrant 
unqualified praise for the record of the FTC. In the first place, the 
extremely unproductive period of inactivity of several years ago has 
left a huge backlog of unchallenged problems. Secondly, there has 
been no unanimity of opinion on the Commission concerning the need 
for legislation to augment its powers to meet new problems or to 
make fresh attacks on old ones. Thirdly, anticompetitive elements 
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in the economy remain and appear to be growing in virulence in 
many areas. Therefore, the Federal Trade Commission must not be 
content to rely on traditional methods for checking these threats to 
economic freedom. Only a bold, imaginative, and unified approach 
will suffice. 

SECTION C. ATTORNEY GENERAL'S REPORT 


Ever since the report of the Attorney General’s National Committee 
To Study the Antitrust Laws was issued on March 31, 1955, with its 
85 administrative recommendations, your committee has watched 
closely for any move designed to put one or more of them into effect. 
The committee’s resolve in this regard was based upon the knowledge 
that many of the report’s recommendations would serve to weaken 
rather than strengthen Federal antitrust laws. 

No problems have been experienced in following the status of the 
study group’s legislative recommendations, since their implementation 
would involve the introduction of a bill and, thereby, would afford 
your committee and other interested parties full opportunity to 
express opposition to any measure deemed ill advised. As a matter 
of fact, this happened during consideration of Sherman Act penalties. 
Congress disregarded the national committee’s recommendation to 
increase the fine for Sherman Act violations from $5,000 to $10,000 
and instead raised the penalty to $50,000. Your committee urged 
the greater fine in view of the fact that penalties had not been increased 
since the Sherman Act became law in 1890. 

Regarding the ‘‘administrative” recommendations to the Attorney 
General’s study group, however, your committee has faced a more 
troublesome task in keeping informed. The administrative recom- 
mendations were considered by the national committee as being of 
such a nature as to allow their effectuation merely at the pleasure of 
the appropriate antitrust agencies or the courts. While your com- 
mittee believes that many of these recommendations are too funda- 
mental to be implemented simply by administrative action, it is not 
clear that the Department of Justice or the Federal Trade Commis- 
sion agrees. Under the circumstances, therefore, your committee 
has been obliged, periodically, to request the antitrust agencies for 
information regarding the status of the administrative recommenda- 
tions. 

According to the information provided the committee by the De- 
partment of Justice, 23 admi:istrative recommendations of the anti- 
trust study group have been adopted or are being followed by that 
agency. Although the majority of these recommendations which 
have been adopted have only slight antitrust significance, there are 
others that appear potentially dangerous to the competitive character 
of the national economy. This being so, it would seem advisable that 
the competitive implications contained in adoption of these recom- 
mendations by the Department of Justice be reviewed fully in the 
near future by the appropriate committees of Congress. 

The Federal Trade Commission has reported to your committee 
that it has not adopted any of the administrative recommendations of 
the national committee. 

The reports on this subject to your committee by the antitrust 
agencies are set forth in appendix E. 
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SECTION D. MERGERS 


Concentration of economic power as a result of merger activity 
sharply stepped up its already alarming pace during 1956. A pre- 
liminary estimate for the year shows that over 900 corporate mergers 
were consummated, an increase of almost 10 percent over the previous 
year’s total. This. merger total follows the 846 recorded in 1955; the 
617, in 1954; the 793, in 1953; and the 823, in 1952. Reasonable 
observers can agree that, should this merger tide continue unchecked, 
the source of our Nation’s vitality and prosperity—the competitive 
character of its economy—is certain to disappear with disastrous 
consequences, not only to small business, but to all Americans. 

Mergers in the banking field are also a cause for serious concern 
to small business. In 1956, at least 185 banking mergers took place 
according to an initial report from the Federal Reserve Board. Al- 
though the 1956 total does reflect a decrease from the number re- 
corded for 1955, the fact cannot be avoided that last year witnessed 
the disappearance, as separate entities, of some of the Nation’s 
largest banks. The knowledge that economic concentration is pro- 
ceeding at such a lively pace is extremely disturbing to the thousands 
of small-business men beset by formidable credit and financing 
problems. 

Your committee is naturally distressed by this high incidence of 
mergers, with its grave competitive implications for small-business 
men. At the same time, the full extent of the true degree of concen- 
tration resulting from these mergers cannot be realized until some 
agency of jurisdiction takes the trouble to ascertain on an industry 
basis what percentage of industry assets have been consolidated by 
means of recent mergers. 

While the proportions of current merger activity are statistically 
foreboding, some promise of a reversal of the trend seems to exist in 
the past year’s antimerger work by the Department of Justice and the 
Federal Trade Commission. It appears that the antitrust agencies, 
rather belatedly, and not without considerable prodding by con- 
gressional committees, have now awakened to the threat of monopoly 
implicit in rampant merger activity. This observation is prompted 
by records disclosing that the Department of Justice started 5 anti- 
merger actions during the first 10 months of 1956, and the Federal 
Trade Commission another 14 in the same period. Full appreciation 
of these figures may be had when it is recalled that only five anti- 
merger actions were brought by both agencies in the 5 previous years. 
At last, the antitrust agencies can be said to be availing themselves 
of the formidable antimerger weapon provided them by Congress in 
1950 when the antimerger amendment to section 7 of the Clayton 
Act was passed. 

Although impressed by the sudden surge being evidenced in the 
antimerger activity of the Department of Justice and the Federal 
Trade Commission, your committee is constrained to withhold praise 
until such time as it becomes certain that the merger tide is being 
effectively stemmed. The committee’s recollection is quite clear con- 
cerning past antitrust drives which also showed early promise only 
to be followed by negligible benefits. 

On the legislative front, too, the offensive against anticompetitive 
mergers has continued during the past year with increased determina- 
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tion. As in 1955, congressional committees held extensive public 
hearings in search of answers to the merger/problem and, also, to 
dramatize the serious competitive threat inherent in growing eco- 
nomic concentration. Another important move by Congress involved 
the special appropriation of approximately $1 million for the Federal 
Trade Commission to establish a task force exclusively charged with 
the responsibility of controlling corporate merger activity. In addi- 
tion to these materially belpful actions, Congress saw introduced a 
large number of bills carefully designed to facilitate the enforcement 
of the basic antimerger law, section 7 of the Clayton Act. 

No attempt shall be made here to present a comparative analysis 
of the various bills proposed to amend section 7. To do so would 
appear unnecessary in view of the fact that all of these bills are similar 
in scope and purpose. Of greater practical benefit, it seems, would be 
a review of the more important antimerger proposals, together with 
a brief discussion of the need for their adoption. 

In the judgment of your committee, truly effective control of mergers 
depends upon enactment of legislation along the following lines: 


1. Premerger notification 

Timely and effective use of the antimerger provisions of section 7 
has long been handicapped by the inability of the antitrust agencies 
to learn of many significant mergers until after consummation. Quite 
unsatisfactory is the present hit-or-miss method of scanning news- 
papers and trade periodicals for knowledge of recent corporate 
acquisitions. As a matter of unhappy experience, the antitrust 
agencies have found that, once an illegal merger has taken place, 
competition can be restored only by devising a plan for unscrambling 
the egg, a hopeless task. The last means suggested for resolving this 

roblem is to require that, where the parties to a proposed merger 

ave a capital structure exceeding $10 million, the acquiring corpora- 
tion must give notice of the merger plans to the Attorney General and 
the Federal Trade Commission or appropriate board a reasonable 

eriod in advance of the date contemplated for consummation. 

robably, a notice of 60 days would be adequate for the purposes of 
the antitrust agencies and board. 

While this prior-notice requirement should be extremely useful as a 
means of preparing the antitrust agencies for timely proceedings 
against anticompetitive mergers, its utility can readily be increased 
by coupling to it a so-called reporting provision. Under this latter 
provision, merging corporations would be obliged to submit to the 
Department of Justice and the Federal Trade Commission or appro- 

riate board relevant data concerning the proposed consolidation. 

his information would be submitted to the antitrust agencies in 
accordance with regulations to be issued by the Federal Trade Com- 
mission upon approval of the Attorney General. Through this pro- 
cedure, the antitrust agencies would be informed of the salient com- 
petitive characteristics of merging corporations, thus encouraging an 
early and intelligent judgment under section 7 of the Clayton Act. 

To minimize the possibility of hardship resulting from application 
of the prenotice and reporting requirements, specific exemption may 
be given to transactions which are not essentially mergers and to 
those which would be insignificant in competitive effect. In addition, 
a waiver of the 60-day waiting period might well be authorized in 
appropriate cases. Under procedures to be established by the Federal 
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Trade Commission with approval of the Attorney General, the waiting 
period could be waived by either antitrust agency after the consent 
to do so has been obtained from the other. Such a system would 
permit a waiver to be granted wherever to do so would serve the 
public interest. 


2. Either corporation in commerce 


Frustrating the use of the Clayton Act’s section 7 in certain merger 
cases is the existing requirement that the acquired corporation be 
engaged in interstate commerce. At present, if the corporation 
acquired has intrastate operations exclusively, the enforcement agen- 
cies lack jurisdiction to act under section 7, no matter how anti- 
competitive the effects of the consolidation may be. 

According to the Federal Trade Commission, this loophole in section 
7 has substantially impaired its efforts to control the numerous 
mergers taking place in the baking and dairy industries. Since most 
of the local bakeries and dairies acquired by the industry giants are 
not engaged in interstate commerce, section 7 is not applicable. 
Consequently, the antitrust agencies have had to stand idly by as 
the— 


tremendous expansion of many intrastate dairy and baking 
corporations has evolved a continuous patter of acquisitions 
of purely intrastate corporations which, while individually 
not of great significance, are of gravest competitive sig- 
nificance from a cumulative standpoint.* 


In this view, the importance of amending section 7 so as to make it 
applicable, whether either the acquiring or the acquired corporation 
is engaged in commerce, becomes manifest. Technicalities must not 
hamper full and effective use of section 7, the chief weapon in the 
statutory arsenal against mergers. Moreover, such a provision will 
also assure speed in judging the legality of mergers, since it will 
obviate the necessity of probing for evidence of interstate transactions 
where a number of small companies have been acquired. A most 
unreasonable burden will be lifted from the antitrust agencies in the 
normal case where the acquisitions are by a national corporation 
clearly engaged in interstate commerce. 


3. Premerger injunctive powers for the FTC 


a 


Effective enforcement of section 7 may be further promoted by 
authorizing the Federal Trade Commission to seek a preliminary 
injuncion restraining consummation of a merger pending final Com- 
mission action. Such an amendment will plug what has proved to 
be a serious loophole in section 7 enforcement. Existing law prevents 
the Commission from moving against mergers prior to consummation 
and also from taking action after consummation, to preserve the 
status quo, pending completion of adjudicative proceedings before the 
Commission. Such an enforcement situation is inconsistent with the 
view that the Clayton Act is intended to strike at monopoly in its 
incipiency, to prevent it from growing to full maturity. 


4. Bank mergers by asset acquisition 


It also seems appropriate to make section 7 applicable to bank 
mergers which may substantially lessen competition or tend toward 


* Hearings before the Subcommittee on Antitrust and Monopoly of the Committee on the Judiciary 
U.S. Senate, 84th Cong., 2d sess., p. 15. 
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monopoly, whether such merger is effected by asset or by stock 
acquisition. At present, a monopolistic bank merger comes within 
the scope of section 7 only where it has been accomplished by means 
of a stock transfer. Such an anomaly is manifestly absurd. Neither 
in logic nor as a matter of practical experience can the antitrust con- 
sequences of a bank merger be distinguished competitively by whether 
it involves an acquisition of stock or of assets. 

These are the basic provisions which should be incorporated in the 
legislation to be enacted by Congress to stem the swelling tide of 
mergers. Legislation of narrower scope will prove inadequate to the 
tremendous task to be performed. 

Early in the next session of Congress, efforts of your committee to 
achieve the enactment of such legislation will be vigorously renewed. 
That such efforts will be successful seems reflected in the strong sup- 
port given antimerger legislation by the Department of Justice, the 
Federal Trade Commission, trade groups generally, and many in- 
formed private individuals. Considerable significance in this regard 
may also be attached to the passage by the House of Representatives 
of an antimerger bill during the past session. 


SECTION E. THE EQUALITY-OF-OPPORTUNITY BILL 


In the hierarchy of unfair trade practices, that of price discrimina- 
tion ranks as the most destructive. The accuracy of this ranking 
lies in the fact that price discrimination has been revealed in the 
Nation’s economic history as one of the greatest sources of monopoly 
and concentration of economic power. 

An analysis of price discrimination discloses that the practice is 
destructive of competition at two marketing levels. One level involves 
sellers, the other buyers. In the case of sellers, price discrimination 
produces competitive injury when it is used by a seller to weaken or 
to eliminate his rivals. A situation of this kind is created when a 
large seller operating in many markets practices price discrimination 
in those areas W here his rivals are strong, while maintaining regular 
prices in areas where rivals are weak or nonexistent. By such an 
arrangement the large seller is enabled to suppress his competition at 
relatively slight cost. The profits which he gains in areas of weak 
competition are used to offset any losses incurred where competition 
is troublesome. Moreover, as smaller competitors are destroyed in 
market after market, the large seller finds himself no longer obliged 
to offer price concessions. Monopoly, or oligopoly, power is his, to 
be exercised as whim and caprice may dictate. 

Price discrimination has equally devitalizing effects upon competi- 
tion among buyers. Price concessions critically affect the margin 
between the acquisition cost and the selling price of an article, the com- 
petitive area in which small business traditionally finds the greatest 
opportunity to demonstrate its efficiency. To the extent that a price 
concession can and invariably does exceed whatever relative efficiency 
small business may possess, it represents a mortal threat to the 
survival of the small entrepreneur. Certainly, there can be no 
reasonable chance for the continued existence of small firms engaged 
in a competitive struggle where they must pay a higher price for their 
stock in trade than do their larger competitors. Even the most 
efficient of small firms must find the handicap of subsidizing the price 
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concessions enjoyed by their larger competitors too great to be 
overcome. 

As a matter of common observation, small firms are but rarely 
either the grantors or the recipients of diser iminatory price concessions. 
Both the granting and the inducement of price concessions are pecu- 
liarly the offense of the large corporations. In explanation of this, the 
Federal Trade Commission has stated that “price discrimination [is 
the] weapon of sellers who have some degree of monopoly power and 
can be effectively employed only by those who have such power. It 
is equally true that price discriminations are granted only when doing 
so will contribute to the maintenance or enhancement of that monopoly 
power or when this same power, in some degree, resides in those to 
whom the discriminations are granted.’’ 

That price discrimination is the food on which monopoly feeds was 
recognized by Congress in 1887, when the Interstate Commerce Act 
became law. By that statute, Congress “sharply limited the extent 
to which railroads could favor one shipper as against another, one 
community as against another, or one region as against another 
through preferential freight rates.’”’® National policy against price 
discrimination was further evidenced in 1890, when the Sherman Act 
became law. Section 2 of that statute makes it a crime to monopolize 
or attempt to monopolize a market or industry by certain business 
practices, including unfair pricing tactics. Then, in 1914, Congress 
passed the Clayton Act, a measure designed to outlaw the trade 
practices by which monopoly is created. Price discrimination was 
specifically prohibited by the act. The evil in the practice lay in the 
opportunity it afforded industrial giants— 


* * * to lower prices of their commodities, oftentimes 
below the cost of prices of production in certain communities 
and sections where they had competition, with the intent to 
destroy and make unprofitable the business of their competi- 
tors, and with the ultimate purpose in view of thereby 
acquiring a monopoly in a particular locality or section in 
which the discriminating price is made. Every concern that 
engages in this evil practice must, of necessity, recoup its 
losses in the particular communities or sections where their 
commodities are sold below cost or without a fair profit by 
raising the price of the same class of commodities above 
their fair market value in other sections or communities.® 


The Clayton Act, although rich in promise as a weapon against 
price discrimination, proved ineffective in practice because of a flaw 
in its section 2, which contained a provision making 

meeting of competition in good faith 
an absolute bar to a charge of price discrimination. With this proviso, 


section 2 was doomed to failure as a means of maintaining competi- 
tion, since it permitted— 


discrimination to meet come etry: and thus to substitute 
the remedies of retaliation for those of law, with destruc- 
tive consequences to the central object of the bill. Liberty 


4 Subcommittee Print 1, Monopolistic Practices and Small Business, staff report to the Senate Committee 


on Small Business, U. 8. Senate, March 31, 1952, p. 7. 
5S. Rept. 2817, 84th Cong., 2d sess., Corporate Mergers and Price Discrimination (1956), p. 17. 
6 H. Rept. 627, 63d Cong., 2d sess., Antitrust Legislation, pt. 1 (1914), p. 8. 
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to meet competition which can be met only by price cuts at 
the expense of customers elsewhere is in its unmasked 
effect the liberty to destroy competition by selling locally 
below cost, a weapon progressively the more destructive in 
the hands of the more powerful and most deadly to the 
competitor of limited resources, whatever his merit and 
efficiency.’ 


To remedy the deficiencies‘of section 2 of the Clayton Act, Congress 
in 1936 enacted the Robinson-Patman Act. 


The design of the Robinson-Patman amendments was to 
facilitate proof of the substantive violation while narrowing 
the availability of statutory exceptions for justifying price 
differentials challenged under the act.® 


Accordingly, the act specifically enumerated the more unjurious 
types of price concessions and declared them to be unlawful. It also 
prohibited the knowing receipt of such discriminatory concessions. 
In addition to these civil proscriptions, a supplementary criminal 
prohibition of discriminatory pricing practices was incorporared into 
the act. 

Most importantly, however, the Robinson-Patman Act contained 
a new subsection 2 (b) which read: 


* * * (b) Upon proof being made, at any hearing on a 
complaint under this section, that there has been discrimi- 
nation in price or services or facilities furnished, the burden 
of rebutting the prima facie case thus made by showing 
justification shall be upon the person charged with a viola- 
tion of this section, and unless justification shall be affirma- 
tively shown, the Commission is authorized to issue an 
order terminating the discrimination: Provided, however, 
That nothing herein contained shall prevent a seller rebutting 
the prima facie case thus made by showing that his lower price 
or the furnishing of services or facilities to any purchaser or 
purchasers was made in good faith to meet an equally low price 
of a competitor, or the services or facilities furnished by a con- 
petitor. [Emphasis added.] ® 


Sponsors of the Robinson-Patman Act thought at least a statute 
had been devised which would effectively prevent price discrimination 
as & means of meeting competition. The proviso in the new section 
2 (b) of the act was to be construed as a procedural rather than as an 
absolute defense to a charge of price discrimination. On this point, 


78. Rept. No. 1502, 74th Cong., 2d sess. (1936), p 
5 Sepest of the Attorney General’s National Pecans To Study the Antitrust Laws, March 31, 1955, 
- 156. 


"9 49 Stat. 1526, 15 U. S. C. sec. 13 (a) and (b). 

[The material prov inne of the Clayton Act, sec. 2, which it replaced were: 

SEc. 2. That it shall be unlawful for any person engaged in commerce, in the course of such commerce, 
whether directly or indirectly to discriminate in price between different purchasers of commodities * * * 
where the effect of such discrimination may be to substantially lessen competition or tend to create a 
monopoly in any line of commerce: Provided, That nothing herein contained shall prevent discrimination in 
price between purchasers of commodities on account of differences in the grade, quality, or quantity of the 


commodity sold, or that makes only due allowance for difference in the cost of ‘calling « or transportation, or 
discrimination in price in the same or different communities made in good faith to meet competition: And pro- 
provided further, That nothing herein contained shall prevent persons engaged in selling goods, wares or 
merchandise in commerce from selecting their own enn in bona fide transactions and not in restraint 
of trade. [Emphasis added.] 38 Stat. 730-731, 15 U. 8. C. (1934 ed.) sec. 13.] 








SEVENTH ANNUAL REPORT ON SMALL BUSINESS 65 


the statement of the chairman of the House managers of the bill, 
Mr. Utterback, is quite persuasive. He explained that the pr oviso— 


* * * does not set up the meeting of competition as an 
absolute bar to a charge of discrimination under the bill. 
It merely permits it to be shown in evidence. This provision 
is entirely procedural. It does not determine substitute 
rights, liabilities and duties. * * * If this proviso were 
construed to permit the showing of a competitive offer as an 
absolute bar to liability for discrimination then it would 
nullify the act entirely of the very inception of its enforce- 
ment, for in nearly every case mass buyers receive similar 
discriminations of competing sellers of the same product.” 


The issue, however, remained unresolved until the decision of the 
Supreme Court in the celebrated Standard of Indiana case." That 
decision turned on whether the good-faith proviso in section 2 (b) 
of the Robinson-Patman Act was to be construed as a procedural or 
as an absolute defense to a charge of price discrimination. According 
to the Federal Trade Commission, for the seller to show that he had 
met in good faith a competitor’s equally low price would serve only 
to rebut the prima facie case evidenced by sales at different prices. 
Furthermore, contended the Commission, the seller’s rebuttal of the 
prima facie case could be nullified by affirmative proof of competitive 
injury stemming from the challenged differential. Thus, in the view 
of the Commission, the good-faith proviso established not an absolute 
but rather a procedural defense conditioned upon the absence of 
substantial injury to competition. 

By a vote of 5 to 3, the Supreme Court rejected the argument of 
the Commission and concluded that it was a complete or absolute 
defense to a price-discrimination charge for a seller to show that the 
discrimination was made in good faith to meet the lawful and equally 
low price of a competitor. The defense would be absolute even 
though the challenged discrimination might produce substantial injury 
to competition or tend toward monopoly in any line of commerce. 

Most small-business observers agreed that this ruling by the 
Supreme Court emasculated the Robinson-Patman Act. Le -gislation 
prepared to plug the “good faith’ loophole was introduced in both 
Houses of Congress during the 84th Congress.'* These bills were in 
the nature of an amendment to section 2 (b) of the Robinson-Patman 
Act and sought to limit the ‘meeting competition” proviso of the 
section only to the extent that the good-faith defense would be made 
unavailable in cases of price discrimination where the effect might 
lessen competition substantially or tend toward monopoly in any line 
of commerce. Sponsors explained that the amendment would not in 
any way prevent a seller from establishing price differentials based 
upon differences in costs of manufacturing, selling, delivery, and 
certain auxiliary services. According to this view, enactment of the 
legislation could not frustrate the ‘low ering of pric es based upon 
economies resulting from efficiency. Still lawful would be earned 
discounts, although “unearned” price concessions would be prohibited. 

109 8) Congressional Record 9418 (1936). 


1! Standard Oil (Indiana) v. Federal Trade Commission, 240 U. S, 231 (19513. 
12 See Senate bill 11 and House bill 11, 
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In effect, the bill would create the competitive situation envisioned by 

the Federal Trade Commission in the report cited earlier: 
When large sellers are not permitted to discriminate in 
price between purchasers located in different communities 
in order to smother a small seller operating in only one of 
them, or to discriminate between large and small buyers 
competing in the same community to stifle the small buyer, 
the most effective kind of competition will result—the 
kind of competition which forces sellers to lower prices 
generally in order to sell at all as they would have to do if 
in fact they were dealing in the kind of market which makes 
a market price in the only real meaning of that term.” 


Passage of the measure, it is claimed, would also bring the Robinson- 
Patmen Act into harmony with other provisions of the Clayton Act. 
Under existing section 3 of the Clayton Act, for example, exclusive 
dealing arrangements and tie-in practices are prohibited where their 
use may lessen competition substantially or tend toward monopoly 
in any line of commerce. This proscription applies notwithstanding 
the beneficence of purpose for which the exclusive dealing or “‘tie-in’’ 
practice is established. So, too, under the Clayton Act’s section 7, 
corporate mergers that may substantially lessen competition or tend 
toward monopoly are prohibited, no matter what may be the motives 
of the acquiring corporation. Consistency requires that the Clayton 
Act, while prohibiting exclusive dealing and tie-in practices that may 
lessen competition substantially or tend toward monopoly, should also 
interdict price discrimination that produces the same injurious effects 
upon competition in any line of commerce. 

Overwhelming support for the Equality of Opportunity legislation 
was evidenced in the House of Representatives in 1956 when it 
passed House bill 1840 by a vote of 393 to 3. Following House pas- 
sage, the Antitrust Subcommittee of the Senate Judiciary Committee 
held extensive hearings on a counterpart bill. Late in the session, 
the Judiciary Committee approved the bill and reported it to the 
floor of the Senate as part of an omnibus antimerger bill. Caught in 
the press of business during the last week of the session, the legisla- 
tion was not considered, and died with the adjournment of the 84th 
Congress. It is certain, however, that proponents of the Equality of 
Opportunity measure will make a determined effort to succeed in 
enacting it early in 1957. 


SECTION F. REFUSAL TO SELL 


Your committee has received a number of complaints from inde- 
pendent businessmen concerning refusals to sell. As a result of the 
widespread interest in this subject, your committee is undertaking : 
study which it expects to complete in the near future. As a part of 
the survey, questionnaires have been sent to firms in a number of 
fields concerning the difficulties which they have encountered in buy- 
ing merchandise for their businesses. The committee also has taken 
up this matter with the Department of Justice and the Federal Trade 
Commission, and the experiences of these administrative agencies will 
be reviewed as an integral part of the overall study. 





18 Subcommittee print, Monopolistic Practices and Smal} Business, staff report of the Senate Committee 
on Smal] Business, U. 8. Senate, March 31, 1952, p. 7. 
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The subject of refusal to sell is one that is frequently misunderstood 
by buyer and seller alike. It is the general rule that a vendor may 
refuse to sell to any person for any reason satisfactory to himself so 
long as this is the result of his own independent judgment and is not 
in restraint of trade or otherwise in violation of the law. This inter- 
pretation is in accord with the principles enunciated by the United 
States Supreme Court in a series of cases. The Court in 1953 reit- 
erated this view in its opinion in Times-Picayune Publishing Co., et 
al, v. United States (345 U.S. 594). There the Court said: 


Refusals to sell, without more, do not violate the laws. 
Though group boycotts or concerted refusals to deal clearly 
run afoul of section 1 [of the Sherman Act] * * * different 
criteria have long applied to qualify the rights of an indivi- 
dual seller. Beginning with United States v. Colgate & Com- 
pany (250 U. S. 300 (1919)), this Court’s decisions have 
recognized individual refusals to sell as a general right, 
though “neither absolute nor exempt from regulation.’ 
oo accompanied by unlawful conduct or agreement, 
or conceived in monopolistic purpose or market control, even 
individual seller’s refusals to deal have transgressed the act. 


The committee’s study will seek to review the subject of refusal to 
sell from its common-law origins to the present time. The study will 
be of a comprehensive nature. It is expected to provide Congress 
with a meaningful insight into the problems posed by refusals to sell, 
and to indicate whether additional Federal legislation is desirable 
in this field. 








CHAPTER_V 
DISTRIBUTIVE TRADES 


SECTION A. PRICE WARS IN THE GASOLINE INDUSTRY 


In its recent report on the gasoline price war in New Jersey, your 
committee stated: 


Dissatisfaction among the Nation’s 240,000 service-station 
operators with competitive conditions prevailing in their 
industry has been developing during recent years at a pace 
far exceeding that observable in any other currently dis- 
tressed segment of the small-business community. As noted 
by your committee, this economic unrest is not limited to 
gasoline retailers in only a few widely separated localities, 
but, rather, appears to be prevalent in all sections of the 
country. It is to be found in the big cities and in the small 
towns. It has affected newcomers to the retailing of 
petroleum products much as it has veteran service-station 
operators.' 


Your committee studied the New Jersey situation, rather than 
similar price wars in other States, because of its severity and its 
unusual length. On the other hand, during the past 12 months, 
members of the committee’s staff have made on-the-spot surveys of 
critical dealer problems in Minnesota and Oregon, and has conducted 
staff studies of gasoline price wars as they developed in several other 
States. 

Briefly stated, the 6-year New Jersey gasoline price war was the 
symptom of a long and bitter struggle for market dominance by 12 
major oil companies. The always rugged competition was further 
intensified by the market entry, shortly after World War II, of a 
supplier from the west coast, the Standard Oil Company of California. 
The newcomer was determined to capture what it felt would be its 
fair share in one of the Nation’s most attractive gasoline markets. 
With this ambition in mind, it purchased and enlarged a small refinery 
in New Jersey, and began operations through a subsidiary corporation, 
the California Oil Co. The newcomer also found in the State a 
number of jobbers and distributors willing to negotiate long-term, 
guaranteed-margin contracts covering the distribution of its petroleum 
products. 

Under the circumstances, the California Oil Co. appeared to be in a 
favorable position to achieve its goal. It had a conveniently located 
refinery, substantially adequate to meet its needs in the market, and, 
if necessary, could call upon the parent company to supplement its 
requirements. Also, by means of its contracts with jobbers and 
distributors, each with numerous retail outlets, the California Oil Co. 


1S. Rept. 2810; Gasoline Price Wars in New Jersey, Senate Small Business Committee, 84th Cong., 
sess., p. 1., 
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had acquired a marketing organization of considerable proportions. 
Through the guaranteed-margin arrangement with its middlemen, the 
company had found a device by which volume could be increased 
without cost to the middlemen or their retailers. This is important 
because, while the company was willing to pay a price for successful 
invasion of the market, a similar inclination on the part of those 
handling its products could not be assumed. 

Ordinarily, any believer in the value of competition and the free- 
enterprise system would applaud the entry of further challengers for 
the consumer’s dollar. As a matter of fact, it appeared at the outset 
that this intensified rivalry would aid everyone, with the possible 
exception of those established major oil companies who lost gallonage 
to the newcomer. The record shows that, in the early days after the 
market entry of the California Oil Co., gasoline prices were shaded, 
product quality increased, and the profits of all industry seements 
improved. Moreover, throughout these first years, the California 
Oil Co. consolidated its position until, by 1950, it had moved ahead 
of some of the veteran competitors in the market. Then, what 
seemed to be only a keen competitive contest was transformed 
suddenly into a full-scale price war. 

All of the reasons for the change from competitive rivalry to 
ruthless and mortal combat will probably never be known. Your 
committee, even after an intensive investigation of over 14 months, 
cannot provide a full answer. But it does seem that the creeping 
imbalance between gasoline supply and demand that occurred in the 
industry from 1946 to 1950 was an important factor. So long as the 
competitive pressures inherent in overproduction were deemed 
bearable, the 11 veteran companies in New Jersey were not anxious 
to turn their might against the newcomer. By 1950, however, an 
excess in refining capacity and its attendant overproduction was 
plaguing the industry, and the New Jersey market was no exception. 
Under such conditions, the 11 competitors decided against surrender- 
ing any further portion of the market to the California Oil Co. 

Shortly thereafter, the 11 veteran suppliers in New Jersey launched 
their counterattack. They encouraged their dealers to join the 
fray by offering subsidies and other price concessions necessary to 
meet the prices of marketers handling the products of the California 
Oil Co. At first, the resulting battles were localized, as the price 
concessions were granted on a selective basis, but the competitive 
pressures so engendered were not to be readily contained. Soon, the 
war spread from area to area until the whole State was enveloped. 

There seemed to be no turning back. The war continued for almost 
6 years, with injurious consequences to all involved. But the most 
grievous injury was inflicted upon the gasoline retailers. Their 
financial position could not support a seemingly endless battle of 
prices. The result was bankruptcy for some, a move to other busi- 
nesses for others, and a subsistence income for most of those remaining 
in their stations. 

Late in 1954, at the height of this determined struggle, the assistance 
of your committee was solicited by several organizations representing 
the gasoline retailers of New Jersey. The committee promptly 
launched a preliminary investigation of the situation and subsequently 
held extensive public hearings in New Jersey and in Washington.’ 


? Hearings, Gasoline Price Wars in New Jersey, pts. 1-3, Senate Smal] Business Committee, 1955 and 1956. 
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In its preliminary studies, your committee found many indications 
of a completely demoralized and largely bankrupt ere 
community among the gasoline retailers in New Jersey. Overall, 
appeared that approximately 25 percent of all service stations c romero 
hands each year during the period 1952-54. For some major oil 
companies the percentage was even higher. Naturally, each change 
of management represented the failure of the ncumbent to maintain 
a solvent operation. Individually, service-station operators with from 
25 to 30 years’ experience in the business told the committee that 
they would be forced to go into bankruptcy or, at least, leave gasoline 
retailing if the depressed conditions were not soon remedied. The 
testimony of these latter dealers was particularly disheartening, since 
they, on the whole, were the elite of gasoline retailing, many of them 
owning their stations rather than renting them from the oil companies, 
and they usually had the best locations for volume sales. 

While price wars have taken place in every State and in almost 
every year since gasoline became an important commodity, your 
committee’s initial survey showed that the length and violence of the 
New Jersey war could be explained only by the vigorous actions 
of the major oil companies themselves. Only through their subsidy 
could such wars continue. Conversely, without their activities 
prolonging and intensifying the combat, the price wars could be 
expected to come to an end. 

Additionally, the committee was puzzled by the fact that gasoline 
retailing was so vigorously competitive on a price basis in New Jersey, 
while the same brand names were sold just across State borders 
without price wars. It seemed that the major oil companies were able 
to confine New York and Pennsylvania price wars to localized brush 
fires, but, strangely enough, were unable or unwilling to do the same 
a few miles away in New Jersey. 

Reaching these preliminary findings, however, was not sufficient 
to bring an end to the destruction of a large segment of small business. 
Therefore, the committee directed its Subcommittee on Retailing, 
Distribution and Fair Trade Practices, under the chairmanship of 
Senator Hubert H. Humphrey, to undertake full-scale hearings and 
to prepare a report to be studied by the full committee for submission 
to the Senate. 

During the subcommittee’s hearings, testimony was received from 
many gasoline retailers and from representatives of dealer organiza- 
tions. Also heard were officials of the 12 major oil companies selling 
gasoline in New Jersey. The Governor of New Jersey and other 
State officials presented statements and were questioned on the 
possibility of State action. Finally, the subcommittee received 
advice from the Federal Trade Commission and the Department 
of Justice. 

From the testimony of these informed witnesses, your committee 
became convinced that the New Jersey gasoline price war was broad- 
ened and intensified largely by the major suppliers’ practice of granting 
price subsidies as allowances to their dealers on a disc riminatory basis. 
While the practice provided temporary benefits for those dealers re- 
ceiving the price concession, it had seriously adverse effects upon deal- 
ers not so favored. 

Also contributing to the length and extent of the battle was the 
California Oil Co.’s use of a guaranteed-margin arrangement. By this 





SEVENTH ANNUAL REPORT ON SMALL BUSINESS 71 


means, California’s distributors and dealers were always willing and 
able to make further cuts: in the retail price of gasoline—below ‘those 
which the dealers of other majors were able to “offer. 

Furthermore, the ambitious desires of the major oil companies to 
increase their share of the market inevitably led to tough price com- 
petition on the part of their gasoline dealers. Nor did your committee 
overlook the fact that some retailers , anxious to improve their volumes, 
sometimes made grave errors of judgment, thus contributing to their 
own Woes. 

Your committee also carefully studied the four major proposals 
advanced for ending gasoline price wars 

(1) Price maintenance by a Sascmmanonl agency. This had been 
considered in New Jersey and other States and is designed for State, 
rather than Federal, operation. 

(2) Price maintenance by the suppliers. This could come through 
such means as fair trade, price leadership through ownership and 
operation of key stations by the majors, consignment of gasoline to 
service stations rather than outright sale, and suggested pricing by 
the majors to their dealers. 

Your committee found all of these methods, except fair trade, 
fraught with extremely grave antitrust problems. 

(3) Divorcement of marketing operations from the major oil com- 
panies. It was argued that price wars came about through the in- 
volvement of the majors in distributing gasoline. 

On this subject, your committee recommended the undertaking of 
a comprehensive investigation of the petroleum industry by the FTC 
to determine the advisability of divorcement legislation. 

(4) Relaxation of antitrust enforcement. Some witnesses argued 
that the major oil companies would be in a better position to take 
affirmative action in stopping gasoline price wars if they were allowed 
to act in concert to restore order. 

This proposal was considered by your committee as “without any 
merit whatsoever.” 

While studying the testimony it had received and the surveys it had 
made, your committee happily observed the restoration of order in 
gasoline retailing in New Jersey, first, through the end of various price 
concessions and discriminations which had fueled and prolonged the 
war and, then, through the utilization of resale price maintenance— 
fair trade. 

The prime mover in the institution of fair-trade competition was the 
leading supplier in the New Jersey market, the Esso Standard Oil Co. 
Alarmed over the destructive impact upon its brand name and public 
goodwill, Esso availed itself of the State’s fair-trade law and estab- 
lished resale price maintenance for its gasoline throughout New 
Jersey. Although this remedy had long been available, all the major 
oil companies had felt that it was not the proper means for ending the 
price wars, and many of them had so informed your committee. On 
the other hand, by 1956 the situation had deteriorated to such an 
extent that all the majors followed Esso’s move to fair-trade com- 
petition. 

Fair trade has brought at least a prolonged truce to New Jersey’s 
gasoline marketing battleground. On the otber hand, your com- 
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mittee wishes to reiterate the words of caution contained in its gasoline 
report: 


With the advent of fair-trade competition to the New 
Jersey market, the gasoline price war which has plagued the 
State’s gasoline retailers for more than 5 years seems to be 
ending. Already, the ruthless and often vicious price warfare 
that prevailed in the market has waned and soon should be 
no more than a dreadful memory for the thousands of dealers 
who endured its extreme hardships. Quite naturally, this 
trend toward just, though keen, competition in gasoline mar- 
keting has greatly heartened the dealers in New Jersey to the 
point where they are looking forward to an era of sound 
growth, renewed vitality, and reasonable prosperity. To dis- 
turb idyllic visions of these small-business men is assuredly 
not a pleasant task. But, your committee feels obliged to 
caution New Jersey gasoline retailers against the adoption 
of an undue and perhaps false optimism about their future. 
Dealers must be reminded that the restoration of price stabil- 
ity to gasoline marketing is not a panacea for all of their 
competitive problems. As a matter of fact, fair-trade com- 
petition in New Jersey is ending only the price war; it is not 
eliminating the competitive conditions which produced it nor 
the marketing practices which prolonged it. Basic com- 
petitive problems stemming from the tremendous disparity in 
economic power existing between the major suppliers and 
gasoline retailers remain unresolved and are as threatening 
now as before the introduction of fair-trade competition. In 
finding the proper solution to such problems lies the key to 
achievement of your committee’s objectives, the raising of 

asoline retailers to the rank of truly independent small- 
usiness men.* 


Recogni.ing that much work remained to be done before the basic 
causes of gasoline price wars were to be cured, your committee made a 
series of recommendations to three Federal agencies, urging them to 
focus their attention on faults in the bedrock of petroleum-marketing 
practices. 

The Department of Justice was asked to intensify its efforts in 
enforcing the antitrust laws in order to afford small retailers the 
“maximum protection against restraints of trade and other anti- 
competitive practices which deny them a decent standard of living and 
limit their economic opportunity and independence.” * 

Maintaining that the Federal Trade Commission should bear at 
least a share of the blame for the New Jersey gasoline price war, 
your committee pointed out that the Commission had not— 


been properly alert to its responsibilities under the Robinson- 
Patman Act when the war erupted in 1950. If the Com- 
mission had moved aggressively at that time against all 
instances of price discrimination, the war might well have 
been stopped in its incipiency.® 


Therefore, your committee called upon the FTC to step in promptly 
whenever it appeared that illegal price discriminations were being 


3S. Rept. 2810; Gasoline Price Wars in New Jersey, Senate Small Business Committee, 84th Cong., 
2d sess., p. 27. 

4 Ibid, p. 27. 
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offered or sought. In addition, Senator Humphrey, chairman of the 
Retailing, Distribution, and Fair Trade Practices Subcommittee, 
sponsored a joint resolution directing the Federal Trade Commission 
to make a full study of petroleum-marketing practices and author- 
izing sufficient funds for such a study.® Unfortunately, no action was 
taken on that resolution in the closing months of the 84th Congress, 
but further consideration will be given to its reintroduction during 
the coming session. 

Finally, the committee recommended that the Small Business Ad- 
ministration study the possibility of making loans to worthy gasoline 
service-station operators to purchase their stations. It is felt that the 
gasoline retailer who owns his station obtains a modicum of inde- 
pendence in dealing with the major oil companies. He can change 
brands and negotiate on terms of his surply contract. Through 
October 1956, no service lessee-dealer hed applied for a loan to make 
such a purchase. The SBA hes adonted a general policy against 
making loans for the purpose of chancing ownership and in many 
situations such a policy is lorical. On the other hand, vour committee 
feels that loans enabling a lessee-dealer to purchase his station carr 
out the fundamental purnoses of the Small Business Act, since cone 
financial assistance would convert that service-station operator from 
little more than employee of the major oil company to a small-business 
man with some dezree of indevendence. Therefore, the SBA 
should consider such loan avoplications on their merits and not reject 
them merely on the ground that they would make possible a change 
of ownership. 

In conclusion, your committee trusts that its extensive work toward 
ending the New Jersey gasoline price war will be capped by success. 
Furthermore, it is hopeful that the basic premises of the settlement 
made in this instance will be equally valid and valuable in other parts 
of the United States in meeting similar threats to the economic life 
of a si able segment of the small-business community. 


SECTION B. THE MOTION-PICTURE INDUSTRY 


Your committee has been vitally interested and concerned with the 
problems faced bv the motion-picture industrv—in particular, the 
plizht of small-business men who own conventional four-wall theaters 
and "re been suffering serious economic reversals for a prolonged 
period. 

Unlike most other enterprises, the film industry has become more 
and more unstable, due to many factors, but primarily as a result of 
the growth of television. The statistics speak for themselves. In 
1946, an average or more than 82 million tickets per week were sold 
at motion-picture box offices as compared to less than 45 million in 
1955, and even fewer this past year. In this same 10-year period, 
the number of conventional four-wall theaters dropped in number 
from 18,709 to. 14,613. In 1946, ticket sales amounted to $1.5 
billion (excluding admission tax) as compared to $1.185 billion in 
1955; this latter figure, it should be noted, includes admission receipts 
of the 4,600 drive-in theaters constructed since World War II. Net 
theater profits (before taxes) on admissions alone were more than 
$290 million in 1946, while this past year theaters on a consolidated 


§ See S. Res. 157, introduced March 20, 1956. 
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basis actually operated at a loss so far as ticket sales were concerned. 
Many theaters have kept in business only because of concession sales 
which offset the deficit at the box office. 

More than half of the Nation’s theaters are owned by small-business 
men. These independent operators own few of the large, showcase 
houses which are still able to operate at a reasonable profit due to 
their playing fewer and better pictures at higher admission prices. 
The independents, usually located in the suburbs, small towns, or in 
rural areas, are the major sufferers from the industry’s ills. 

In 1953, your committee received numerous complaints from exhib- 
itors about their economic plight. As a result, extensive hearings 
were held to study the situation and to find some solution. Exhibitor 
spokesmen at these hearings contended that policies of the producers 
and distributors were threatening the continued existence of inde- 
pendent theater owners. Specific reference and complaints were 
made to such matters as clearance, availability, competitive bidding, 
increased film rental and a shortage of pictures.’ 

In the committee’s report on these hearings, it was stated that 
many of the problems plaguing the industry could best be settled 
within the industry itself by means of a voluntary arbitration system. 
The report also called upon the Antitrust Division of the Department 
of Justice to carry on a more vigilant policy in enforcing the consent 
judgments resulting from the famous Paramount * case decided by the 
Supreme Court in 1948.° 

In the time which has elapsed since your committee’s 1953 study 
and recommendations, the position of independent exhibitors has 
become even more alarming. Therefore, in answer to numerous 
requests by exhibitors throughout the country, your committee last 
year agreed to hold hearings, giving particular emphasis to the recom- 
mendations made in the 1953 report. The Subcommittee on Retail- 
ing, Distribution, and Fair Trade Practices, under the chairmanship 
of Senator Hubert H. Humphrey, held 4 days of hearings last spring 
and heard from numerous spokesmen for exhibitors and distributors.” 

The two major exhibitor organizations, Allied States Association of 
Motion Picture Exhibitors (Allied) and Theatre Owners of America 
(TOA), both complained of an increase in film rental charges and of 
an acute shortage of motion pictures. The allegation was made by 
exhibitor witnesses that the film companies had deliberately curtailed 
the output of feature films so exhibitors were forced to play almost 
all available pictures, good or bad. It was also charged that the 
shortage of product and the resulting ‘‘seller’s market”? had enabled 
the distributors to boost rental charges to the point where exhibitors 
could not operate profitably. Exhibitors asserted that distributors 
were jeopardizing the smaller theaters by their policy of prereleasing 
or special handling more pictures to certain city theaters, thus reduc- 
ing the potential audience of the subsequent-run houses and rural 
theaters. Distributors were charged with illegal price fixing by 
requiring in competitive-bid situations that bidders state what ad- 
mission price was to be charged. The Antitrust Division was severely 

? Hearings, Motion-Picture Distribution Trade Practices, Senate Small Business Committee, 83d Cong., 
ist sess., 1953. 

8 U. S. v. Paramount Pictures, Inc., et al., 334 U. 8. 131 (1948). 

9S. Rept. 835: Problems of Independent Motion-Picture Exhibitors, Senate Small Business Committee, 
83d Cong., Ist sess. 


1° Hearings, Problems of Independent Motion-Picture Exhibitors, Senate Small Business Comunittee, 
84th Cong., 2d sess,, 1956. 
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criticized, by Allied in particular, for condoning this practice and also 
that of special handling of pictures. Allied contended that such 
devices were in violation of the Paramount decree. 

Allied and TOA jointly proposed that (1) any arbitration system 
worked out between distributors and exhibitors include a provision 
for arbitration of film rentals; and (2) the divorced theater circuits be 
permitted to produce and distribute pictures with preemptive rights 
for initial exhibition in their theaters as a means of alleviating the 
critical film shortage. Allied proposed that if the distributors refused 
to agree to voluntary film-rental arbitration, Federal legislation was 
in order to regulate film rental by a Government board. “All exhibitor 
witnesses spoke i in favor of repeal of the theater admission tax. The 
Independent Theatre Owners Association, which primarily represents 
exhibitors in the New York City area, opposed arbitration of film 
rentals and also proposed that the Small Business Administration 
amend its rules so that exhibitors would be made eligible for loans for 
needed improvements, new equipment, and adequate working capital. 

The distributor spokesmen, in answering the complaints and charges 
of exhibitors, explained in detail the effort made to arrive at a mutually 
satisfactory arbitration system, along the lines suggested by your 
committee in 1953, and the ultimate failure of this effort early in 
1956 when exhibitors refused to approve the arbitration draft as 
prepared because it did not provide for arbitration of film rental. 
Distributors made it clear that they would not approve of arbitra- 
tion of film rentals under any circumstances, considering this an undue 
infringement upon their right to determine the price at which they will 
rent their pictures. 

In answer to the complaint of exhibitors on a shortage of films, the 
distributors agreed that there had been a reduction in the number of 
feature films produced, but rejected the reasons given by the theater 
owners. The film companies have found, distributor spokesmen 
stated, that the public today will not pay to see motion pictures which 
are not of the highest quality when free TV entertainment is available. 
For this reason film companies have largely eliminated B pictures and 
are concentrating upon fewer and more expensive productions. These 
witnesses admitted that exhibitors are having a difficult time, but the 
reasons for this were asserted not to be due to the policies of producers 
and distributors, but rather to the rise of television, the increased 
competition from drive-in theaters, and population shifts. 

The proposal of Allied for Federal legislation to provide for regula- 
tion of film rentals was vigorously denounced as ‘impractical’ and 
“fantastic.”” Distributor witnesses argued that it was necessary to 
“special handle” certain very expensive films and have them shown 
on extended run prior to general release in order to realize a profit. 

The Antitrust Division of the Department of Justice, in a prepared 
statement filed with the committee, answered the charges of Allied 
that Justice was derelict in its enforcement of the consent judgments 
in the Paramount case. It stated that distributors are not guilty of 
price fixing when they demand in certain competitive-bid situations 
that exhibitors reveal the admission to be charged, since this price is 
of legitimate interest to the distributor in evaluating bids. The 
“special handling” of certain pictures is not in violation of the regu- 
lations pertaining to ‘clearance’? as contained in the Paramount 
judgments, the Department asserted. In summing up the results of 
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the Paramount case and the divorcement of exhibition from produc- 
tion and distribution, Justice stated that the major achievement was 
the granting of equal opportunity to independent theater owners, 
formerly denied them by the repressive practices of the major film 
companies and the large theater circuits. 


Conclusions 


Your committee concluded that the primary cause of declining 
theater attendance has been television.'' Reliable studies show that 
as television enters an area, theater attendance declines and four-wall 
theater closings continue until the “saturation point” in TV set 
ownership in the community is reached. Run-of-the-mill pictures, 
which in the past drew well at the box office, are no longer acceptable. 
The number of top-quality pictures being produced is not sufficient 
to meet the demands of the smaller local theaters. 

The difficulties experienced by exhibitors in meeting the competi- 
tion of television have been made even greater this past year by the 
film companies’ sale of pre-1949 pictures for showing on television. 
In 1956 more than 3,000 such films were released to TV. Despite 
the adverse effect upon exhibitors, film companies apparently have 
no intention of passing up this source of income. 

The rapid growth of drive-in theaters since World War II has also 
been a major factor in the declining business of four-wall theaters. 
The construction of drive-ins has more than offset the closing of con- 
ventional theaters. This past summer, for the first time, drive-ins 
had higher attendance than did the four-wall houses. 

To add to exhibitors’ woes, while both attendance and box-office 
receipts have been dwindling, the rental price on pictures has been 
increasing. In the past 10 years film rental as a percentage of admis- 
sion gross has gone from 31 to 36 percent. This rise is due to several 
factors. First of all, film companies are concentrating on better pic- 
tures, usually involving extremely high production costs, which are 
reflected in the rental demands made upon exhibitors. Second, film 
companies, realizing the desperate need that exhibitors have for quality 
pictures, have taken advantage of a “seller’s market.’’ <A third factor 
bringing higher film rentals is competitive bidding, which is engaged 
in by more than 10 percent of the theaters in situations where two or 
more competitors desire the same picture at the same time. 

Although television has most seriously jeopardized four-wall thea- 
ters, the major film companies have also suffered financial reversals; 
but they have been better able to adjust to the situation. Film com- 
panies are producing fewer and better pictures which have box-office 
appeal. The foreign film market has been expanded tremendously, 
with American film companies today receiving almost half their total 
film rentals from foreign lands. Another source of income to film 
companies has been the sale of film backlogs to television. The suc- 
cess of smaller film companies in producing film programs for tele- 
vision has encouraged the majors to enter into this field as a further 
means of adjusting to the present situation. 


Recommendations 


Your committee recommended that the distributors and exhibitors 
enter into a voluntary arbitration system to settle disputes arising 
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over clearances, runs, competitive bidding, forced sales, and contract 
violations. The arbitration draft prepared by industry members in 
1955 would, in the committee’s opinion, be of benefit to exhibitors 
and distributors alike. Your committee did not approve the exhib- 
itors’ demand that film rentals be subject to arbitration. 

The hearings convinced your committee of the need for repeal of 
the theater admission tax in order to avoid additional theater clos- 
ings. Therefore, Senator John Sparkman, as committee chairman, 
and Senator Hubert Humphrey, as subcommittee chairman, jointly 
wrote to the chairman of the Senate Finance Committee, Senator 
Harry F. Byrd, and supported a bill increasing the admission tax 
exemption from 50 cents to $1. Your committee was most pleased 
that the objective of this bill was approved by Congress. As signed 
into law, the bill exempts from the theater tax all admissions of 90 
cents or less.” 

Another recommendation of your committee urged the Small Busi- 
ness Administration to consider revision of its rules so that theater 
owners could qualify for loans. Many exhibitors have found it in- 
creasingly difficult to obtain conventional financing to meet their 
business needs. The SBA announcement in September that it was 
making four-wall theaters eligible for loans was welcomed by the 
film industry. Your committee believes this ruling should prove of 
material help to many independent exhibitors. 

The Department of Justice was urged to inform, by personal letters, 
all exhibitors in an area of any application by the divorced circuits to 
acquire additional theaters in that area. Such action would assure 
interested exhibitors every opportunity to prepare and present to the 
Department or to the court reasons why such acquisitions should not 
be approved. 

The suggestion by Allied and TOA that divorced circuits be per- 
mitted to make pictures with preemptive rights for their own theaters 
was rejected by your committee as an inequitable solution to the film 
shortage. The granting of preemptive rights would be a return to 
one of the practices which brought about the Paramount case in the 
first place. Furthermore, the proposal would permit integration by 
divorced circuits, while denying such privilege to, at least, three of 
the major producer-distributors. Since issuance of your committee’s 
report, the largest divorced circuit, American Broadcasting-Paramount 
Theatres, has announced it will soon begin production of pictures to 
be shown first at its own houses before general release. ‘This move to 
integrated operation will be watched with considerable interest by 
all segments of the industry, by your committee, and the Department 
of Justice. 

The proposal of Allied for Federal regulation of film rentals, if 
distributors refuse to accept voluntary film-rental arbitration, was 
again rejected as contrary to our economic system. 

In conclusion, your committee noted that there is a vital need for a 
more cooperative spirit among the various segments of the industry. 
The film companies, in particular, have a very real obligation to the 
independent exhibitors. Many of the issues raised in the course of 
the hearings can best be solved within the industry itself rather than 
through the intervention of the Government. An objective appraisal 
of their problems by industry members is sorely needed if a workable 
solution is to be found for the problems of the independent exhibitors. 


13 Public Law 1010, 84th Cong., 2d sess., 1956. 
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SECTION C. FAIR TRADE IN 1956 


Fair trade came under close scrutiny by your committee during 1956. 
As a part of its study of fair trade, the committee undertook for the 
first time a nationwide survey of virtually all fair -trading manufac- 
turers and a sample of retailers in the 45 States that have enacted 
fair-trade laws. In order to provide an authoritative report, your 
committee employed the assistance of the Bureau of Census, Depart- 
ment of Commerce, in the sampling of the retailers. The sample was 
conducted on the basis of the Bureau’s own operations, using the same 
scientifically proven processes. The committee feels that the results 
of its study were valuable and that they provide a meaningful study 
of the status of the controversial merchandising technique of resale 
price maintenance in the market place, as distinct from its position 
in the legislative field and in the courts. 

The committee’s report, entitled ‘A Study on Fair Trade Based on 
a Survey of Manufacturers and Retailers,’’ was submitted to the 
Senate in July.’ At that time both the manufacturers and retailers 
indicated an overwhelming preference for fair trade and the intention 
to continue their programs. Nonetheless, they agreed in their findings 
that fair trade is losing ground and that a stronger fair trade law is 
needed if fair trade programs are to be effective. 

Briefly, the position of the manufacturers was that fair trade 
operates effectively but there are a number of problems which hamper 
its operations. Chief among these problems are the difficulty of 
policing and enforcement costs; lack of cooperation from retailers; 
adverse judicial decision; and discount houses. 

Retailers corroborated the manufacturers’ views that these are the 
major problems. One of the more significant pronouncements of the 
retailers is that they push the products of manufacturers who have 
active fair-trade programs. The majority of the retailers indicated 
that they felt the repeal of the Federal enabling fair-trade statutes 
would have an adverse or disastrous effect on their businesses. 

The judicial decisions during the year affecting the status of fair 
trade are fully covered in appendix F to this report entitled ‘The 
Present Status of Resale Price Maintenance Laws.’’ This informa- 
tion supplements that given in earlier reports. 

The legal status of fair trade deteriorated during the year. The 
supreme courts of five States, Colorado, Louisiana, Oregon. Utah, and 
Virginia, invalidated, either wholly or in part, their respective State 
fair-trade laws. The courts held the nonsigner clause violated State 
constitutions in Colorado, Louisiana, Oregon, and Utah. In Virginia 
the fair-trade act was held inoperative because of a conflict with a 
subsequently enacted State antimonopoly statute. These rulings 
brought to 10 the number of States in which the high courts have 
handed down adverse decisions in fair-trade cases. Not all court 
decisions were adverse, however. In California, the supreme court 
for the third time upheld the State’s fair-trade law. Fair trade’s 
validity was also reaffirmed by the Maryland Supreme Court, and in 
New Mexico it was upheld by a district court. In Wisconsin, a 
Federal suit brought by General Electric against the Boston Store, 
a member of the Federated Department Stores system, for violation 


13S, Rept. 2819, Study of Fair Trade Based on a Survey of Manufacturers and Retailers, Senate Small 
Business Committee, 84th Cong., 2d sess. 





4 





SEVENTH ANNUAL REPORT ON SMALL BUSINESS 79 


of fair-trade prices was settled by consent decree, in which the firm 
agreed to abide by GE’s new, lower “fair trade” prices and GE, in 
turn, agreed to enforce fair- trade prices against all retailers “in a 
vigorous and effective manner.’’ Elsewhere, manufacturers were suc- 
cessful in obtaining injunctive relief against fair-trade violators. In 
some instances where injunctions were knowingly violated, the 
violators were fined. 

An unusual fair-trade suit was filed in October by an appliance 
manufacturer against a discount house in Denver for tortious breach 
of contract. The manufacturer, while recognizing that the Colorado 
Supreme Court had declared the nonsigner clause of the Colorado 
fair-trade law unconstitutional, alleged that the discount house had 
“maliciously” interfered with the manufacturer’s fair-trade contract 
by inducing and corrupting “‘its signed dealers to violate their con- 
tracts.’ The manufacturer averred that the discounter had been 
able to achieve this by ‘‘deliberately taking a loss on his appliances.”’ 
The decision in this case is anxiously awaited by fair-trade partici- 
pants and adversaries alike, for it will provide a precedent for future 
fair-trade litigation in general and in Colorado, specifically."4 

A significant development concerning integrated manufacturers 
occurred in June when the United States Supreme Court handed 
down its decision in the McKesson & Robbins case." Here the 
Court held that a manufacturer may not enter into fair-trade agree- 
ments with independent wholesalers if he competes with some of 
them through his own wholesaler outlets. This 6-to-3 decision is 
expected to have severe repercussions on the fair-trade operations of 
integrated manufacturers who also sell to independents. 

In the market place, fair trade continued to suffer from discount 
operations. In April, a New York research firm reported that a 
survey of housewives in 55 cities found that they purchased a third 
of their appliances at discount. The survey did not include either 
New York or Chicago, both of which are big discount centers. Ac- 
cording to the survey, appliance stores accounted for 38 percent of 
all purchases whether at discount or list prices; department stores, 
with 30 percent, ran second; and discount houses ranked third, with 
only 13 percent." 

That discount houses are posing more of a problem to fair traders 
because of their general acceptance by the public was borne out by a 
study conducted at the New York U niversity’s School of Retailing. 
According to the Journal of Retailing, published at the university, 
‘The typical discount house is no more dubious a place to shop in or 
harder to locate than any other type of retail store carrying similar 
merchandise.” The study also found that discount houses usually 
are in high-rent, heavy-traffic areas, where transportation is readily 
available; they tend to follow the shopping hours’of the area in which 
they are located but give their customers an additional hour or two 
in which to shop; because of such special methods as ‘“‘transshipping,”’ 
most of the discount houses are able to offer their shoppers almost any 
popular-brand name and product model, and representative showings 
of popular lines are usually on display; discount-house sales personnel 
are reasonably well versed and well trained and are familiar not only 
with their own merchandise but, also, with that carried by competi- 

4 ae Post, October 18, 1956, p. 2. 
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tors; and they use an ever-increasing variety of advertising mediums— 
including radio, television, newspapers, broadsides, direct-mail flyers, 
catalogs, and discount cards.'” 

Even so, all was not well for discounters. According to reports, the 
larger discount houses have, in order to meet increasing competition, 
added to their overhead, thereby decreasing the margin of profit which 
is necessary to them to operate successfully. There are, also, reports 
of fringe discount-house (those coming late on the scene) failures. 
These developments have caused some observers to maintain that the 
discount houses of today are the department stores of tomorrow— 
that is, if they survive the cutthroat competition which has been the 
keystone of their operations. 

The decision of certain electrical appliance manufacturers to cut 
their fair-trade prices caused apprehension among some dealers. In 
January, Phillip M. Talbott, president of the National Retail Dry 
Goods Association, told members that retailers had become particu- 
larly sensitive about fair trade price cutting. He said that, although 
1955 was one of the best years in history valuewise, profits were 
generally considered to be down. He told his group that they were 
“rightfully entitled to a better return” on their investments and 
added that “‘definite steps will be taken to stop any further trend in 
lowering that margin.” 

Retailing Daily, espousing much the same sentiment, quoted 
Indiana dealers as saying that they were dropping certain electrical 
appliance items as a result of their being sold in discount houses 
following suspension of fair trade prices in the State. (Some of the 
major appliance firms temporarily suspended fair trade practices in 
paieen in September 1955 following a lower court decision in June 
that the Indiana fair trade law was unconstitutional.) ® 

One of the more sanguine notes on fair trade developments during 
the year is its adoption by the major oil companies in a number of 
States. (See ch. 5, sec. A.) The salutary effect of fair trade in this 
field has assuaged much of the concern over the recent adverse court 
decisions. It, also, has caused proponents to hail this development 
as an indication of fair trade’s effectiveness in preserving stability in 
the market place. 


SECTION D. TRADING STAMPS 


During the year, your committee has received much information 
concerning trading stamps. The widespread interest in this subject 
and their constantly expanding use has caused your committee to 
follow these practices closely. 

The extent to which trading stamps have been accepted by retailer 
and consumer alike was indicated by a study made by the Business 
and Defense Services Administration of the Department of Com- 
merce.’® According to the study, an estimated 150,000 to 200,000 
retailers are now using stamp plans and an estimated 40 million 
families are saving trading stamps. 


17 Journal of Commerce, May 14, 1956. 
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According to the study, the advantages of trading stamps are: 

1. Under favorable conditions stamps bring increased sales; 

2. Where merchants are able to handle an enlarged sales 
volume, profit margins have improved; 

3. Costs have been equalized by increased sales brought in by 
doubling the amount of stamps on normally slow days; 

4, Stamps tend to promote customer loyalty, and customers 
are more inclined toward “one stop” shopping. 

The disadvantages of such programs, the report finds to be: 

1. If sales are not appreciably increased by the stamp program, 
their costs, estimated at 2 to 3 percent of total sales, can force 
prices up, thereby producing a competitive handicap. 

2. Once stamp programs are begun, they are difficult and 
sometimes costly to drop. 

3. Stamps, as money, must be guarded and controlled. 

The report maintains that in order for the trading stamps to be a 
paying proposition there must be a 25 percent increase in sales volume. 

While your committee has not undertaken a full-scale investigacion 
of this particular merchandising device, it has followed closely those 
administrative agencies investigating the aspects of trading stamp 
programs coming within the purview of their authority. 

‘he Federal ‘i'rade Commission is concerned primarily with viola- 
tions under section 5 of the FTC Act, concerned with unfair methods 
of competition, which include deceptive advertising. The deception 
with regard to trading stamps would be the advertising of free pre- 
miums for the stamps if, in fact, they are paid for through increased 
prices of the merchandise. 

The Agricultural Marketing Service of the Department of Agri- 
culture has also undertaken a similar study to ascertain the extent 
that there have been changes in the basis of trading. This study is 
primarily concerned with sources and outlets for food and clothing as 
a result of such promotional activities. 


SECTION E. PATTERN OF STEEL DISTRIBUTION 


The availability of basic raw materials is, of course, a prerequisite 
to the vigor of small business at all times, and access to the raw 
material on a fair and equitable basis in times of material shortages 
is particularly essential to the well-being of small firms. The shortage 
of steel products, particularly of plates and structural shapes, during 
the past year has resulted in a large volume of complaints to your 
committee from independent fabricators and manufacturers. These 
independents allege that they are having grave difficulties in obtainin 
mill steel on a fair and nondiscriminatory basis in competition wit 
the subsidiary fabricators and manufacturing divisions of the major 
steel producers. Hence, the independents contend that they are 
unable to share proportionally in the expanding American economy. 

Except for brief periods of relative slack in our national economy, 
a chronic shortage of steel has hampered small business since Wortd 
War II. Looking to the future, it would appear that this shortage 
will continue to plague small firms throughout 1957 in many types of 
steel products. Furthermore, your committee is alert to the possi- 
bility that this is not just another temporary raw-material shortage 
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but that it may reflect changes in our economy, to the detriment of 
those small and independent firms reliant on stee] products as a basic 
material. 

That the pattern of steel distribution as it affects small business is a 
recurrent and complex problem is attested by the long-standing in 
terest of your committee in the matter. Even before the formation 
of your committee, a predecessor committee of the Senate, the Special 
Committee to Study Problems of American Small Business, during the 
80th Congress found the practices of the major steel producers in dis- 
tributing steel of such concern as to warrant a full-scale investigation 
during the 80th Congress. The special committee found in its 
report 7 that the steel companies have been extending themselves by 
mergers and acquisitions into the fabrication of finished steel prod- 
ucts. The special committee stated that the major steel producers 
were following a policy of acquiring steel-consuming firms and that it 
was “self-evident that, as more and more fabricating companies are 
brought into the fold of the large steel producers, the proportion of 
the steel output which goes to fabricating subsidiaries will tend to 
increase.” The special committee also found, in comparing the year 
1947 with 1940, a “significant shift in the distribution of steel in favor 
of the affiliated warehouses, a shift which was particularly pronounced 
in the case of the most critical products.’’ 

The special committee concluded that “the proportion of the Na- 
tion’s output which moves within what might be called the closed 
circle of steel-company ownership has been significantly increased, a 
conclusion which is only an inevitable byproduct of the steel com- 
panies’ recent acquisitions of fabricating companies.’* The special 
committee concluded that while recognizing that management of 
private industry has a responsibility to stoc kholders to earn a maxi- 
mum profit, “the managers of industry also have a responsibility to 
the people of the country as a whole, especially when corporate deci- 
sions have such a far-reaching effect as they have in the case of steel.” * 
“These two areas of decision,” the special committee continued, 
“sometimes conflict. Unless a proper balance is struck between them, 
the very existence of our private-enterprise system is endangered.’’” 
Finally, the special committee urged ‘a reevaluation by the steel- 
company managements of their distribution policies so as to strike 
this proper balance between the interests of private profit and national 
welfare.” * 

With this background, your committee feels that a brief summary 
of the current representations made by independent steel fabricators 
and manufacturers is in order. The independent fabricators point 
out that the major, integrated steel producers occupy a dual position 
of supplier and competitor with respect to the independent, noninte- 
grated fabricators. The independents further allege that in periods 


20 See hearings, Material Shortages: Steel, Senate Small Business Committee, January 19 and 20, 1951, 82d 
Cong., 1st sess.; S. Rept. 1141: Impact of Gray Market in Steel on Small Ms anufacturers and Fabricators, 
Senate Small Business Committee, 82d Cong., 2d sess.; hearings, Impact of Stee] Shortages on Small Manu- 
facturers and Fabricators, Subcommittee of Senate ‘Sm: all Business Committee, December 3, 1951, 82d 
Cong., ist sess.; and Committee Print 2: The Distribution of Steel Consumption, 1949-50, Report of the 
Federal Trade Commission to Subcommittee on Monopoly of the Senate Small Business Committee, 82d 
Cong., 2d sess. 

218, Rept. 44: Changes in Distribution of Steel, 1940-47, Special Committee To Study Problems of Ameri- 
can Smal] Business, United States Senate, 80th Cong., 2d sess. 

22 [bid., p. 9. 

23 Tbid., p. 14. 
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of shortage the major steel producers tend to funnel scarce steel to 
their own fabricating subsidiaries and that the supply of mill steel 
going to independents is sharply curtailed. It is no answer to say 
that the independent may be able to procure supplies from ware- 
houses since the increased cost places them at a severe competitive 
disadvantage relative to the “captive’’ fabricating subsidiaries of the 
majors. 

The independents further charge that the major steel producers 
have established their own private system for alloting scarce steel 
and that the formula used is neither fair nor nondiscriminatory. 
Testimony offered to this committee shows that the base period 
assigned independents for purposes of determining current allocations 
is not uniform as between companies, changing, so the independents 
are inclined to feel, to justify minimum steel shipments. The inde- 
pendents further allege that the private allocation system by secret 
formula gives to the major steel producers a power to determine 
which firms shal] live and which shall die. Finally, the independents 
have informed your committee that in some instances pressure from 
the major steel producers has gone beyond delaying steel deliveries to 
include financial pressure and other such threats. 

The above résumé of testimony is presented not as the conclusions 
of your committee but as evidence of the complexity and seriousness 
of this problem. It is significant that the independents have asked 
no special favor. In fact, they are confident that they can compete 
successfully even with captive fabricators on the basis of price and 
efficiency if they have equal access to steel on the same terms enjoyed 
by their integrated rivals, 

The representations made to this committee by the independents 
were so persistent and so compelling that the chairman of your 
Monopoly Subcommittee announced on August 2, 1956, that this 
subcommittee was investigating steel distribution practic es to ascer- 
tain the current pattern and probable future trends as they affect 
small business. Perhaps the central question of this investigation is 
whether the symptoms of distress evidenced by the small concerns 
which have contacted vour committee result from another temporary 
fissure in a booming economy or, alternatively, whether they result 
from policies of forward integration by the major steel producers, 
which tend to block the traditional and rightful participation of inde- 
pendents in America’s industrial progress. If the evidence presented 
by the independents is substantially confirmed, your committee is 
confronted not merely with another temporary material shortage but 
with basic and far-reaching changes in our national economy which 
may alter the face of our free-economy system, if permitted to go 
unchecked. Your committee has given serious consideration to this 
problem during the past year and must continue to accord it signifi- 
cant attention in the year ahead. 








CHAPTER VI 
MOBILIZATION PLANNING 
SECTION A. MACHINE TOOLS 


The concern of your committee with the United States machine-tool 
industry is a continuing one, dating back to serious complaints reach- 
ing this committee from machine-tool makers and small manufacturers 
at the time of Korea. In the report on its 1952 machine-tool hearings 
your committee found that machine-tool shortages caused inealvalable 
harm to small manufacturing concerns, preventing many from parti- 
cipating in defense-production contracts. Your committee concluded 
in its 1952 report that the machine-tool shortages which restricted the 
defense production buildup in response to the Korean emergency were 
avoidable and resulted from shortsightedness and mismanagement of 
the Government’s machine-tool program.’ 

Because of the direct effect of Government machine-tool policies 
on small business and the relationship of the machine-tool industry to 
the Nation’s defense production capacity, your committee concluded 
in February 1956 to examine again governmental machine-tool plans 
and programs. On February 7 and 8, hearings were held before the 
Subcommittee on Relations of Business with Government in an at- 
tempt to ascertain, in a time of relative quiet, whether the Nation was 
better prepared in this area to meet a future emergency than had been 
the case in World War II and again during Korea. 

At the conclusion of your committee’s earlier hearings the office of 
Defense Mobilization appointed an Advisory Committee on Produc- 
tion Equipment (generally referred to as the Vance committee) to 
explore machine-tool problems and to chart governmental policy. 
The Vance committee recommended (a) that machine tools be pro- 
cured in advance and held in reserve to support the mobilization-base 
program, (6) that the Government institute an annual machine-tool 
replacement program to keep the Government inventory in an up-to- 
date condition and, (c) that recognition of the machine-tool industry 
as a vital cog in national defense means the industry should be main- 
tained at a vigorous level of productivity. This was supposedly the 
Government machine-tool program from 1952 until 1956. 

Your committee found, however, that only $16 million had been 
obligated in this period to create a mobilization reserve of machine 
tools. Your committee also reported adversely on the implementation 
of Vance committee recommendations for maintaining a modern 
machine-tool inventory through an annual replacement program, stat- 
ing that no readily identifiable replacement program had been insti- 
tuted. Hence, governmental programs did little to encourage the 
vigor of America’s machine-tool industry, an essentially small-business 


18, Rept. No. 1988: Machine-Tool Shortages, Senate Small Business Committee, 82d Cong., 2d sess., p. 41. 
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segment of our economy. In summary, your committee concluded in 
its report on the machine-tool hearings as follows: 


Your committee concludes that Government machine-tool 
procurement over the period since the Vance report has been 
inadequate. In a very real sense, we have been traveling on 
an injection of Korean machine-tool purchases while depriv- 
ing the military departments of the steady nourishment 
they would be afforded through an annual machine-tool 
input. Those officials responsible for machine-tool programs 
have given lipservice to the Vance committee recommenda- 
tions, with results commensurately meager. 

Responsibility for this failure to come to grips with the 
Vance concepts must rest, in the first instance, on the 
defense mobilizer, who is primarily responsible for the entire 
defense-production base. Responsibilities must also rest on 
top officials of the Department of Defense who have failed 
to make funds available for machine-tool modernization and 
who have been unwilling to implement the Vance mobiliza- 
tion reserve plan.’ 

Officials of the Office of Defense Mobilization and the Department 
of Defense testified that their dissatisfaction with the state of the 
machine-tool inventory led to the issuance of a new directive. 
Basically, the new directive abolished the Vance concept of a central 
machine-tool fund administered by the Office of the Secretary of 
Defense, substituting the principle that henceforth each military 
department would budget for its own machine tools, including those 
for current use, mobilization reserves, and replacement purposes. 
Your committee pointed out, however, that there is no magic in the 
shift of responsibility to each military department, adding that, 
“The crux of the problem remains the ability of the machine-tool 
programs to achieve a measure of budgetary priority.”* It is a 
question, as one of the industry witnesses testified, whether the 
changes do not signal a return to the policy that existed before the 
Vance plan when the armed services were always free to find funds 
with which to procure machine tools. 

Your committee has long been concerned with the fact that machine- 
tool holdings in the governmental inventory are in large part obsolete. 
In its last annual report your committee said: 


The rapid technical advances in the design of machine 
tools in the last few years raises serious questions about the 
obsolete character of the Government inventory. Despite 
the increment of some machine tools during the Korean 
emergency, the major portion of the Government-owned 
inventory is of World War II design and is 11 to 15 years old. 
Your committee notes that the executive branch is doing 
little to correct this situation and that in a very real sense 
the Government inventory is a wasting asset. Despite evi- 
dence that a sound replacement program would pay for itself 
in operating economies over a few years, programs for the 


28, Rept. No. 2229: Machine-Tool Programs, Senate Small Business Committee, 84th Cong., 2d sess., 
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replacement of machine tools and other industrial equipment 
universally received a low budget priority.‘ 


The Director of the Office of Defense Mobilization acknowledged 
that the above comments were sound and that the new governmental 
policy was designed to modernize machine-tool holdings. Only the 
Navy Department, through its Bureau of Ships, presented a program 
to your committee for coping with this serious obsolescence problem. 
Briefly, the BuShips study shows that machine tools in its 12 major 
industrial activities are largely of World War II design and mostly 
from 11 to 15 years old. Technological advances in machine-tool 
design since World War II permit machine tools to machine harder 
materials and to hold closer tolerances, resulting in greater output per 
machine. The utilization of modern tools requires fewer operators 
and less floor space and results in significant dollar savings to the 
Government during peacetime, while serving to bulwark military 
preparedness. It is significant to point out that this excellent BuShips 
program has never received funds for its development. 

Since your committee’s hearings, the Department of Defense, in 
response to the obsolescence cite. issued a directive requiring an 
active replacement program with the object of maintaining machine- 
tool stocks in a modern condition. This directive prov ides, starting 
in fiscal year 1958, that each military department make budgetary 
provision for replacing Government-owned machine tools on an annual 
basis. Under this new policy, an annual budgetary request of from 
2 percent to 5 percent of acquisition cost of machine tools currently in 
the departmental inventory is to be “considered reasonable.”’ Pro- 
gressive industry practice is 8 to 15 percent of value per year. 

Your committee warmly applauds this awareness on the part of the 
military establishment that forceful action must be taken now to avoid 
in a future emergency the harmful effects on defense production 
experienced in World War II and Korea. Your committee must note, 
however, that, while it is a step in the right direction, this new di- 
rective amounts to a very modest start. Your committee points out 
the fallacy of basing this program on acquisition costs, since replace- 
ment costs are roughly 100 percent higher than the World War II 
and Korean prices, when most of the current inventory was purchased. 
Even if the armed services submit machine-tool budgets totaling the 
maximum of 5 percent suggested by this directive, it will take some 
40 years to turn over the machine-tool inventory. 

One further comment concerning the value of this modernization 
program is in order. Your committee reiterates its conviction that 
officials of the Department of Defense must be held responsible for 
seeing that essential funding is provided. In this time of tight military 
budget ceilings, firm leadership is needed in order to get even a mod- 
erate moderni‘ation program off the ground. Unless special diligence 
is exercised, machine-tool modernization budgets may be encumbered 
with maintenance items normally required for year-by-year operations, 
thus washing out the benefits of the replacement program. Your 
committee feels that the shifting of responsibility to the Army, Navy, 
and Air Force does not guarantee the success of this replacement 
policy and that top defense officials must not remain insensitive to 
the major budgetary problems connected with this program. 





4S. Rept. No. 1368: Sixth Annual Report, Senate Small Business Committee, 84th Cong., Ist sess., p. 94. 
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Another aspect of the machine-tool situation which has been re- 
peatedly called to the attention of your committee is the matter of 
governmental machine-tool purchases from foreign suppliers. Experts 
have questioned the propriety of these imports, since they may result 
in a weakening of our domestic machine-tool industry. There is also 
concern lest reliance on foreign sources for spare parts and maintenance 
items may prove dangerous in a defense emergency. 

In response to representations from the machine-tool industry, the 
Office of Defense Mobilization established an interagency task group 
to study problems relating to the import of machine tools. After 
studying statistical data relating to the machine-tool industry, and 
after examining the two Air Force contracts let with foreign suppliers 
in July 1955, this task group made the following rec ommendation: 


In view of the continuing high level of activity in this 
industry, it would appear that this segment of our mobiliza- 
tion base is not being undermined to any appreciable extent 
by Government machine-tool imports. Tools imports, by 
both public and private purchasers in the United States 
over the last 2 years, have accounted for approximately 
3 percent of total tools purchases. The Government share 
of this would obviously be something less than 1 percent. 
Accordingly, it is our recommendation that no corrective 
action is needed or should be taken unless and until the 
circumstances now prevailing become substantially changed. 


Statistical data available to this task group for the year 1954 
showed machine-tool imports of approximately $22 million against 
exports of some $87 million. While your committee is not able to 
question the results of the interagency study group, based on the data 
available, it urges an annual review of this problem, to make 
certain that the domestic machine-tool industry does not fall below 
levels essential to national welfare. 


SECTION B. SUPPLY AND DISTRIBUTION OF NICKEL 


Your committee has devoted a great deal of attention to the 
problem of material shortages affecting small business, one of the most 
pe rsistent being the shortage of nickel. This problem was the subject 
of an extensive investigation in 1951 and the findings and recommend- 
ations of your committee were the subject of a special report to the 
Senate that same year.® 

This nickel problem has continued to receive the attention of your 
committee, both during the period of Government controls by the 
Department of Commerce, June 1951 through October 1953, and 
since November 1953, when responsibility for. filling defense needs 
and equitably distributing the remaining supply to civilian users was 
turned over to the nickel industry, dominated by the International 
Nickel Co. (INCO). Throughout this period your committee observed 
that the shortage of nickel was felt most acutely by the small users, 
particularly members of the electroplating industry. This truly 
small-business industry consists, apart from the “captive” plating 

5 Letter dated November 13, 1956, from Arthur S. Flemming, Director of the Office of Defense Mobiliza- 


tion, to Senator John Sparkman, chairman of the Senate Small Business Committee. 
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shops of automobile manufacturers and makers of major appliances, 
of some 3,000 “job shops” employing an average of 20 people. 

In the face of mounting evidence of hardship among small users of 
nickel, your committee authorized a comprehensive staff study into the 
nickel shortage, with the primary purpose of determining whether the 
present system of distributing nondefense nickel, an item in recognized 
short supply, was equitable. The staff inquiry was unable to answer 
the basic question as to the equitability of the distribution system for 
nondefense nickel, principally because the primary producers and 
plating suppliers were either unable or unwilling to state just how they 
were apportioning the supply. The survey also investigated the 
mechanics of the distribution systems which disclosed serious short- 
comings, especially with respect to the system of “self-certification”’ 
on defense-rated orders that went into effect with the end of Govern- 
ment controls. The inquiry also raised a serious question whether 
the Department of Commerce had not improperly delegated its 
policing responsibilities to the very people it should have been policing, 
the primary producers and the plating suppliers. 

The small job platers called the attention of your committee to 
the increased use of stainless steel in building construction, consuming 
tremendous quantities of nickel. They also asked how the heavy 
users of nickel, such as the automobile manufacturers and the makers 
of large household appliances, could achieve new production records 
while the platers continued to receive considerably less than their 
pre-Korea supply of nickel. To throw some light on all of the above 
questions, your committee scheduled open hearings on May 29 and 
30, 1956, to examine the total picture on the supply and distribution 
of nickel.” 

One of the basic difficulties in determining the equitability of 
the nondefense nickel distribution system was the lack of precise 
information on the quantities of nickel available for nondefense use 
and the complete confusion of statistical data bearing on this vital 
question. Electroplaters testified that when they attempted to obtain 
information about the distribution of nondefense nickel they were 
met with assertions that the disclosure of this data would violate 
security regulations. Thus, the small electroplaters were left with 
only one alternative—to accept at face value Commerce’s flat assertion 
that everything was equitable. They received no specific information 
to assure them that they were receiving their fair share of the nickel 
supply, or to lessen their fear that within the electroplating industry, 
the nickel suppliers might be favoring “captive” plating shops. 

Nor was your committee significantly more successful in its initial 
attempts to ascertain from Government witnesses information on 
which to base a sound conclusion that the nickel distribution system 
was equitable. Frederick H. Mueller, Assistant Secretary of Com- 
merce, testified, without elaboration, that “‘the desired equitable and 
orderly distribution of nickel in the civilian area without Government 
controls has in the main been achieved, criticisms to the contrary not- 
withstanding.” * When pressed for evidence to back up his state- 
ment, Mr. Mueller was unconvincing, offering only vague assurances 
that representatives of Commerce regularly conducted audits of 


7 See hearings, Supply and Distribution of Nickel and the Impact of the Nickel Shortage on Smal] Electro- 
platers, Senate Small Business Committee, May 30 and 31, 1956, 84th Cong., 2d sess. 
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INCO and the nickel supply houses. Questioning disclosed that no 
present employee of Commerce had ever conducted an on-the-spot 
examination of INCO’s distribution procedures. It was conceded 
that a former adviser to Commerce’s Business and Defense Services 
Administration (BDSA) made no written, detailed report on his 
examination of INCO, merely reporting a verbal conclusion to his 
superiors that INCO policies were satisfactory. Dr. Arthur S. 
Flemming, Director of the Office of Defense Mobilization, testified 
concerning the Government’s responsibility for insuring an equitable 
division of available nondefense nickel, but asserted that the Govern- 
ment could not accept such responsibility except upon reimposition 
of controls. Despite powers granted by the Defense Production Act, 
Dr. Flemming conceded merely that the Government had an ‘‘in- 
terest” in the civilian supply and distribution system for the purpose 
of determining whether controls should be invoked. 

Upon the completion of the hearings, it was evident that your 
committee lacked the type of data necessary to form a sound judgment 
about the equitability of the nickel distribution system. The only 
man who had made a personal survey of the problem had left the 
Government, and no documents covered his work. Your committee 
concluded, therefore, that it was essential to conduct its own survey. 
This survey disclosed that the system of distribution from INCO to 
the plating supply houses seemed to be working honestly and well 
under present circumstances. Inquiry into what the supply houses 
did with their nondefense nickel produced a variety of results. While 
it appeared that all supply houses were conscientiously trying to make 
the most of a difficult situation, basically adhering to the system of 
allotments inherited from the Commerce control period, each company 
was found to have its own refinements of this system. 

Following a careful correlation of data received, your committee 
was able to compile for the first time comprehensive data on the 
actual distribution of nondefense nickel to electroplaters as shown in 
the following table in millions of pounds: 


TaBLE 13.—Total nondefense nickel and percentage going to electroplaters 


Total supply} Percent to 















Year (millions of platers 
pounds) 
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One noteworthy conclusion from the above table is the drop in the 
percentage of nickel available to all nondefense users going to the 
plating industry during the commerce control period from June 1951 
through October 1953, suggesting that Government control was no 
panacea for the industry. Even more noteworthy, is the discrepancy 
between the actual figures gathered by your committee and data 
relied upon by the Department of Commerce in its repeated state- 
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ments regarding the equtability of the present distribution system. 
Representatives of the nickel industry assured your committee that 
the data supplied to it was identical to that previously supplied to 
the Department of Commerce. Your committee is at a loss, there- 
fore, to explain the data published in recent months by the Depart- 
ment of Commerce. 

While statistical data on nickel going to job shops, as compared 
with captive shops, was not available from all plating supply houses, 
information from suppliers accounting for some 37 percent of all 
nickel delivered shows that job shops have been receiving something 
less than one-quarter of the nickel being distributed by the supply 
houses, although they represent approximately half of their total 
customers. The statistics show, however, that job shops have been 
receiving a progressively greater share of the available nondefense 
nickel, going from 21.25 percent in 1954 to 23.95 percent in the first 
6 months of 1956. Your committee’s survey also showed that the 
steel industry did not bear as great a decrease in nickel supply during 
the control period as did the electroplating industry, and that its 
total share has been more stable than that of the nickel industry, as 
a whole. 

Testimony before your committee demonstrated conclusively that 
there have been significant abuses of the “self-certification” system 
on orders for defense-related nickel. Under this system, in effect 
since the relinquishment of Government controls, a purchaser need 
only stamp his order with “DO,” signifying ‘‘Defense Order,” and a 
number to signify its priority, and it would be honored without 
question. ‘There was no provision for the nickel supplier or anyone 
else to verify the claim of a defense priority. In this way quantities 
of nickel were diverted into gray-market channels. 

During the hearings, members of your committee asked Dr. 
Flemming to explore the possibility of relaxing or ending stockpile 
requirements in view of pending permanent increases in the produc- 
tion of nickel. During the past few weeks, the Office of Defense 
Mobilization has announced a further diversion from the stockpile in 
the fourth quarter of 1956 and announced, also, that no deliveries at 
all would be made to the stockpile in the first quarter of 1957. These 
actions should make a considerable contribution to nickel consumers. 

This summary of your committee’s investigation of the nickel 
distribution system as it affects small business, and the electroplating 
industry in particular, is spelled out in its nickel report, the specific 
conclusions and recommendations of which are quoted below: 


Your committee has reached the following conclusions and 
makes the following recommendations on the basis of its 
prehearing staff studies, testimony taken at its open hear- 
ings, and information developed through the survey which 
it conducted following the conclusion of its hearings: 

1. The electroplating industry has not been receiving an 
equitable share of the available supply of nondefense nickel. 
Contrary to the assertions of numerous parties with con- 
flicting interests, particularly the representatives of the pri- 
mary producers and officials of the Department of Com- 
merce, the committee finds that there have been violent 
fluctuations in the share of available supply going to the 
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electroplating industry, with electroplaters bearing the brunt 
in periods of very short supply and being last to receive in- 
creases in times of greater supply. Within the electroplat- 
ing industry the small platers, and particularly the proprie- 
tors of small job shops have been most harshly affected by 
the nickel shortage. 

2. The executive branch cannot, as Dr. Flemming of 
ODM contends, merely evince an interest in the system of 
distribution of nondefense nickel. In addition, the Govern- 
ment has a firm responsibility to ensure the equitability of 
that system. In any situation where the Government pre- 
empts 40 percent of the total supply, as it does in the nickel 
market, it cannot deny that its actions create a great re- 
sponsibility. Indeed, in the opinion of your committee, it 
would appear on all the evidence that the conditions envis- 
aged by the Defense Production Act for the imposition of 
controls are even now present in the nickel market. In the 
light of the 1951-53 experiences under Government controls, 
however, your committee feels that such controls did not 
effectively guarantee equitable treatment for job-shop platers 
and other small nickel users. 

Available data as to the structure of the nickel-consum- 
ing industry and the distribution of nondefense nickel are 
woefully, inadequate. The Congress should give considera- 
tion to authorizing and directing the Small Business Admin- 
istration to develop, gather, and correlate data which would 
provide a dependable yardstick as to the nickel industry, and 
particularly as to the quantities of nickel being delivered to 
the various segments of the manufacturing economy, all with 
a view to insuring the equitable treatment of small-business 
men engaged in the nickel industry. The publication of such 
data would be helpful to the industry and to the Government 
in determining whether there is a need either for additional 
administrative controls or for supplementary legislation. 

4. In the last analysis, real relief for small users of nickel 
can be brought about only through increased production of 
nickel. To this end your committee recommends continuing 
aggressive action on the part of the Office of Defense Mobili- 
zation, looking toward the development of new sources of 
increased supply . In addition, now that stockpiling has been 
suspended, ODM should make a continuing review of defense 
needs with a view to diverting additional quantities of nickel 
to the civilian market wherever and whenever possible. Here- 
tofore, a serious imbalance between stated defense needs and 
actual defense take have caused violent fluctuations in civilian 
supply. 

There are patent inconsistencies, confusions and con- 
flicts in the systems of allocation now in use within the 
electroplating industry. The systems are obsolete and 
self-defeating in that they do not give proper consideration 
to changing conditions. The present systems should either 
be correlated as between the primary producers and the 
plating suppliers, or they should be scrapped in favor of an 
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allocation system related to the present plating capacity 
of electroplaters. Continuation of the present system of 
allocations and basic entitlements, at least as they relate 
to electroplaters, can only succeed in compounding confusion 
and present inequities. 

Abuses of the defense-rating system on nickel should be 
stamped out wherever found, and violators of existing 
regulations should be prosecuted vigorously. ‘The Depart- 
ment of Commerce has exhibited a peculiar lack of ability 
to act decisively and purposefully on these matters; and, 
accordingly, your committee recommends that the responsi- 
bility for both the investigation and the prosecution of 
violations be turned over immediately to the Department of 
Justice. As an aid to the enforcement program, the com- 
mittee also recommends that manufacturers of nickel 
anodes (which appear to be most susceptible to misuse) 
mark the anodes for identification purposes in the process 
of cutting and plugging, this device to aid in the trac ing of 
anodes found in the hands of unauthorized persons.® 


SECTION C. MAINTENANCE OF THE MOBILIZATION BASE 


During 1955 the Senate Small Business Committee intensively 
studied the potential impact of a newly issued mobilization order 
which appeared to threaten full participation by small business in 
mobilization planning and Government procurement. At that time, 
hearings were held and a report submitted to the Senate concerning 
Defense Mobilization Order VII-7 and the implementing Depart- 
ment of Defense Directive No. 3005.3.'° 

Two years have now elapsed since those orders were issued. Your 
committee has followed developments stemming from them during the 
past 24 months and now can report that these policies have had only 
a slight impact on overall procurement operations. From its incep- 
tion in January 1955 through June 1956, only 595 contracts were let 
pursuant to the new method of procuring items included on the “‘pref- 
erential planning list.’”’ The average size of these procurements was 
large, however, so the total face value of those contracts was over 
$5 billion. In only 29 of the 595 contracts were price differentials 
authorized or necessary to bring new producers into operation; there- 
fore in 18 months, the military has utilized the powers incorporated 
in DOD Directive 3005.3 to pay price differentials in only 5 percent 
of such contracts, and the differential involved has totaled $4.3 million. 

Table 1 presents, in statistical form, the scope of the maintenance 
of the mobilization-base program. In its 17 months of operation, the 
policy covered less than 600 procurement actions, with a face value 
of just over $5 billion. That the fears of your committee may have 
had sound basis, may be seen from this showing that small business 
received only 1.6 percent of the dollars awarded under the program. 
Somewhat better are the data covering the award of contracts for 
production of items on the preferential planning list to firms which 





*S, Rept. 2826: Supply and Distribution of Nickel and the Impact of the Nickel Shortage on Small 
Electroplaters, Senate Small Business Committee, 84th Cong., 2d sess., pp. 32-33. 

10 See hearing, Maintenance of the Mobilization Base, Senate Small Business Committee, July 20, 1955; 
and S, Rept. 1272: Maintenance of the Mobilization Base, Senate Smal] Busines Committee, 84th Cong., 
ist sess. 
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have never before produced that item. The figures supplied by the 
Defense Department indicate that small-business establishments have 
received 26 percent of the contracts and 10 percent of the dollars 
channeled to new producers of these essential goods under Directive 
3005.3. 


TABLE 14.-—Purchase actions of $10,000 or more for DOD preferential planning list 
items as of « June 30, 1956 



































3 February 1955 to June 1956 
ee > 
Total Small business 
Number Value | Number Value 
Total new contracts of $10,000 or more for items on 
the DOD preferential pi: anning list: 

Total... 594 | $5, , O04, 609, 863 74 $78, 499, 664 
Army ee tf 154 316, 238, 480 33 44, 745, 937 
Navy a 114 21, 647, 665 15 18, 535, 417 
Air Force. .-. ion aoe 326 3, 966, 723, 718 26 15, 218, 310 
New contracts to new producers ! (included above): = Je ieee ee a ae sgh 

Total ‘ 146 _ 483, 887, 687 | 38 48, 427, 146 
Army | 85 194, 170, 397 | 25 42, 689, 285 
Navy 36 249, 530, 177 5 3, 222, 000 
Air Force 25 40, 187, 113 s 2, 515, 861 
_ SS ye 

’ | : : 
Number | Value Price differ- 
ential 
Sia peiisiidinideamntiindianiiiams nian oe - puenparemmpenieost -| ee = Lng eeeneiinaentnint 
New contracts involving price differential: | 

Total ; 29 $72, 528, 665 $4, 303, 724 
Army | 5 2, 341, 000 69, 000 
Navy | 22 55, 578, 665 4, 041, 724 
Air Force 2 14, 609, 000 193, 000 


} 
! 


1 New for the item, not necessarily new in the mobilization base as producers of other items, 
NOTES 

(1) Contracts awarded to new producers of an item were 18 percent of the number and about 10 percent 
of the value of all preferential planning list item awards in the April-June 1956 quarter making the ratio 
for the 17-month period since Feb, 1, 1955, nearly 25 percent of the number and nearly 10 percent of the 
value of all such awards. 

(2) Small business accounted for 11 percent of the number and 1.4 percent of the value of all new awards 
for preferential planning list items in the quarter and 12 percent of the number and 1.6 percent of the value 
for the 17-month period. 

(3) 9 new contracts involving price differential were awarded during this quarter bringing the tota. 
since February 1955 to 29; 2 were awarded to small-business firms in this quarter. 


Of additional concern to your committee was the fact that a funda- 
mental policy having such an effect on small business was formulated 
and issued without consultation with the Small Business Adminis- 
tration. Furthermore, no representative of the SBA was included on 
the Defense Facilities Maintenance Board established by the original 
orders. As a result of the committee’s strong recommendation, the 
Administrator of the SBA was appointed to the Board by the Director 
of the Office of Defense Mobilization. To date, however, this has 
been a token victory, since the Defense Facilities Maintenance Board 
has yet to hold its first meeting. In answer to a question by your 
committee in April 1956, Dr. Fi lemming of the ODM stated that no 
meetings had been held up to that date because of a review of the 
Board’s basic policy requirements. In November 1956, ODM indi- 
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cated that these questions were still being considered and, for that 
reason, no meetings of the Board had been held up to that date. 

On November 13, 1956, the Administrator of the Small Business 
Administration reported to the chairman of your committee that an 
SBA survey had found only 


a limited number of joint determinations whereby procure- 
ment was not awarded to small-business concerns as a result 
of the operation of the directive. Nor have we any cases 
where requests were denied to small-business concerns or 
suppliers seeking to bid on planned items. 

Your committee can only conclude that, at this time, DMO VII-7 
and DOD Directive No. 3005.3 are relatively unimportant factors 
in the procurement program and that their impact on small-business 
producers has been limited. 





CHAPTER VII 
THE REGULATORY COMMISSIONS 
SECTION A. ADMINISTRATION OF THE MOTOR CARRIER ACT 


Late in 1955, your committee held 3 days of hearings on the admin- 
istration of the Motor Carrier Act by the Interstate Commerce Com- 
mission and received testimony from ICC members, other Govern- 
ment officials, and representative truckers and shippers. As a result 
of those hearings and additional information developed subsequently, 
the committee, on March 19, 1956, submitted its report to the Senate, 
entitled “Competition, Regulation, and the Public Interest in the 
Motor Carrier Industry.”’ 

In its report, your committee made the following recommendations: 


The burden of the testimony received by your committee 
leads unerringly to the conclusion that there is a great need 
for more economic freedom and greater competition in the 
motor carrier industry. Your committee, therefore, makes 
the following recommendations: 

The Interstate Commerce Commission should take im- 
mediate steps to remove the shackles it has tightened around 
a large segment of the trucking industry and thus usher in a 
new era of wholesome competition to the benefit of all quali- 
fied trucking concerns. 

Increased competition can be achieved, at least in part, 
by a substantial relaxation of route, commodity back haul, 
and numerous other restrictions which have been imposed 
on this industry by the Commission and the disadvantages 
of hare bear most heavily on smaller trucking companies. 

Amendment of section 207, pertaining to common 
mane of the Interstate Commerce Act (49 U. S. C. 307) 
which directs the Commission, to issue a certificate of public 
convenience and necessity— 

if it is found that the applicant is fit, willing, and able 

properly to perform the service proposed * * * and that 

the proposed service * * * is or will be required by the 

present or future public convenience and necessity * * *. 
As suggested by many witnesses (including Secretary of Com- 
merce Weeks), this provision should be amended to direct 
the Commission to issue a certificate 

if it is found that the applicant is fit, willing, and able 

properly to perform the service proposed 7°") ape 

unless there is a clear and convincing evidence that the 
proposed service * * * is not or will not be required by 
the present or future public convenience and neces- 

a, FFM. 

A similar change should be made with respect to the permit 
requirements governing contract carriers. 
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Senator Andrew F. Schoeppel dissented from the report of the 
committee and asked that the following minority views be printed: 


18. Rept. 1693, Competition, 7 and the Public Interest in the Motor_Carrier Industry, Select 
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4. With respect to the agricultural exemption contained in 
section 203 (b) (6) of the ‘act, your committee recommends 
that, in the interest of avoiding confusion, delay, and 
needless litigation: (1) the Secretary of Agriculture be 
invested with statutory responsibility for determining what 
constitutes an agricultural commodity within the meaning of 
the act, and (2) the Congress promptly enact legislation on 
trip leasing to overrule the Commission’s pending order seri- 
ously restricting such operations. 

5. Although your committee was primarily studying the 
role of the ICC in motortrucking, several witnesses testified 
and submitted statements alleging that the International 
Brotherhood of Teamsters was playing a trade-restraining 
role in the industry. It is recommended that the Com- 
mittee on Labor and Public Welfare and the Committee on 
Interstate and Foreign Commerce review those complaints 
to determine if more extensive inquiries should be conducted. 

6. It is recommended that the Commission comply with 
the spirit as well as the letter of the Administrative Pro- 
cedures Act in order to expedite proceedings, cut redtape, and 
avoid the costly delays which have proved so burdensome 
to small truckers and shippers. 

7. Above all, the Commission must place more sympa- 
thetic reliance on the forces of free enterprise as a natural 
regulator of competition. Business opportunity and free- 
dom of consumer choice are, after all, the essence of America’s 
enterprise system. Regulation for regulation’s sake is not. 

Therefore, your committee most earnestly recommends 
that the Commissioners, and the staff members upon whom 
they so heavily rely, examine at frequent intervals their 
administrative consciences so that the decisions they are 
called upon to make conduce to a more wholesome degree of 
competitive rivalry in the industry entrusted to their care.! 


I find myself in disagreement with the report submitted to 
me. In order that my views be fully set forth, 1 request 
that they be filed as a minority view. 

The report of the committee recommends a revolutionary 
change in the concept of motor carrier regulation as estab- 
lished by the Congress, and is critical of decisions of the 
Interstate Commerce Commission which implement the 
directives contained in the Interstate Commerce Act. 

Basically, the report of the committee disagrees with the 
present policy of Congress which requires proof of public 
convenience and necessity before a certificate can be granted 
by the Commission to a common carrier by motor vehicle. 
The committee recommends a change in this policy so that 
there may be free entry into motor transportation unless the 
Commission finds that such entry is not in the public interest. 

These recommendations are made despite the fact that 
the committee in its report states that it did not attempt to 


Committee on Small Business, U. 8. Senate, 84th Cong., 2d sess., pp. 28-29. 
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investigate the proper place of trucking, railroads, water 
carriers, and other media in the complex scheme of national 
transportation policy. 

The committee report relies on the statements of very few 
motor carriers and two shippers, out of the hundreds of 
thousands in this country, who are dissatisfied with the 
decisions of the Commission as to the need for some particular 
service. There is no evidence that abundant service by 
common carrier is not available to these shippers. 

The Commission received 82,000 applications from carriers 
claiming to have grandfather rights and has decided over 
51,000 applications for new or additional rights based on pub- 
lic convenience and necessity, since the act was passed, 

Obviously, a number of these applicants did not receive all 
of the authority for which they applied, but there was no pre- 
sentation by any substantial segment of the motor carrier in- 
dustry objecting to either the requirements of the statute or 
the Commission’s implementation of it. 

The majority report claims that small carriers are discrim- 
inated against. Yet the great majority of carriers are small 
and the larger carriers started as small carriers and have been 
able to grow in accordance with their ability and efficiency. 
This is supported by the fact, that of more than 18,000 motor 
carriers of property holding operating authority from the 
Commission, only 2,600 of them have an average gross annual 
revenue in excess of $200,000. It is amply evident that the 
small motor carriers are preponderant. In the face of these 
figures, it is extremely far fetched to say that the Commission 
disregards the problems of small truckers. 

There is no factual basis in the record for the implications 
which are made by the majority in their report that the 
mergers approved by the Commission place smaller trucking 
concerns at an increasing disadvantage. The Commission 
provides expeditious procedures for transfers or unifications 
between small carriers, that is, where the total number of 
vehicles does not exceed 20. The majority report totally 
ignores the vast number of such transfers which have been 
approved, since the figures which were given apply only to the 
transfers involving large carriers, Which require more elab- 
orate proceeding. 

As a matter of fact, no witness was questioned as to 
whether these transfers involved competing carriers. The 
statement given by the Commission was that the typical 
transaction involved the extension of operations through the 
acquisition of connecting lines rather than competing 
carriers. If anything, this would increase rather than 
reduce competition. 

The committee claims that the Interstate Commerce 
Commission has placed shackles on motor carriers so that 
many of them are unable to transport an unlimited number 
of commodities, or to transport commodities in both direc- 
tions, or to permit transportation over the shortest possible 
route. This implies that the Commission has a positive 
policy in this respect which is not borne out by the record. 


9 
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The extent of the authority granted depends on the proof of 
public convenience and necessity made. Many small 
carriers do not want multiple commodity authority but pre- 
fer to limit themselves to a limited number of commodities. 
The purpose of the statute is to provide shippers with ade- 
quate motor carrier transportation. The entire pattern of 
service available to shippers is the test and not the isolated 
instance of the effect on a single carrier. The Commission 
cannot be criticized for administering the law in accordance 
with the basic purpose of the act which is to prevent ruinous 
and cutthroat competition, detrimental to the development 
of sound transportation. 

There has been a substantial growth in the industrial life 
of our country since regulation of motor transportation began 
and there has been available to every locality sufficient trans- 
portation to meet the needs of commerce. As additional 
needs for transportation arise, procedure has been established 
for the authorization of transportation to meet such needs. 
The Commission handles approximately 2,500 such applica- 
tions each year in addition to a nearly equally large number 
of app lications for temporary authority to furnish service 
required before the time when regular applications can be 
decided. 

There has been some delay in the handling of some pro- 
ceedings by the Commission. Yet the record shows that a 
creat number of applications are granted on the basis of a 
recommended order of an examiner or a joint board. These 
are usually the proceedings involving the small trucker. It 
is the larger operator whose application is vigorously con- 
tested and such a proceeding takes time. 

The committee ignores the fact that the Commission calls 
the attention of the appropriation committees to such delay 
and requests additional funds to employ a sufficient staff to 
handle its work more rapidly. The Congress has not yet 
provided for a staff for the Commission sufficient to permit 
it to handle all its applications on a current basis. 

Even with sufficient funds, there must necessarily be 
some delay between the time an application is filed and the 
time authority is granted if due process is to be observed. 
The statute prov ides for a hearing in most cases, for adequate 
advance notice of the hearing, for exceptions to be filed to 
an examiner’s recommendation, for a delay after decision to 
permit the filing of petitions by those dissatisfied, and to 
permit an opportunity for court review of claimed errors by 
the Commission. Although the Commission should mini- 
mive these delays to the greatest possible extent by procedural 
practices, both the applicants and carriers who have invested 
their money in service to the public are entitled to adequate 
opportunity to present their views to the examiners, the 
Commission, and the courts. 

The total revenue of carriers subject to the jurisdiction of 
the Interstate Commerce Commission was about $17 billion 
last year. This vital industry is affected with a public 
interest. Shippers, and particularly small shippers, require 
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dependable service. We must place proper emphasis on the 
needs of small shippers as well as carriers, and these small 
shippers need well organized and strong carriers to serve 
them. To ignore the relationships between the various 
means of transportation as the committee has done, and to 
recommend a revolutionary change in the operations of one 
branch of transportation without consulting the committee 
of the Senate which is charged with the duty of making 
recommendations after studying the entire transportation 
picture, seems to me to go beyond the proper function of this 
committee. This is especially true when the recommenda- 
tion is based upon complaints received from a negligible 
number of persons in that particular branch of the industry, 
and with no information concerning the views of the great 
number of carriers affected by the present regulatory system 
or the great number of shippers who are constantly in need 
of transportation. The national interest requires regulated 
competition in such a basic and vital service as transporta- 
tion.* 


Following the hearings and the publication of its report, your 
committee received pleas for assistance, or letters backing its stand, 
with case studies, from approximately 600 trucklines, in addition to 
many shippers. Fortunately, in some of these cases, the committee 
was able to be of assistance in counseling and advising small truckers 
pressing applications before the Interstate Commerce Commission. 
Obviously, however, personal help for everyone contacting the 
committee was impossible, if only from the standpoint of time and 
staff resources. Therefore, several projects designed to assist the ICC 
in its motor-carrier activities were undertaken and are scheduled to be 
published by the committee early in 1957. 

The first of these studies will show for the first time an index of 
concentration for the various categories of motor transportation 
and will compare concentration figures over the past several years. 

The second project currently nearing completion is an analysis 
of the srAeeiteads 2,600 finance doc kets pertaining to motor carriers 
presented to the ICC during the past 5 or 6 years. It is felt that 
a study of these applications for approval to ¢ onsolidate routes, merge, 
or buy rights, and the Commission decisions on them, will shed some 
light on the impact of such proceedings upon the economic nature 
of the trucking industry. 

The ICC claims that staff limitations have made it inner 
for the Commission to process and utilize these statistics. Yet 
eau seem that intelligent and effective regulation of an tiieties 
requires more than case-by-case adjudication of particular problems. 
How, after all, can the Commission effectively discharge its functions 
without knowing the aggregate impact of its individual decisions on 
the industry’s structure ‘and ‘organization?’ ' 

Your committee hopes that its surveys will aid the Congress and 
the Interstate Commerce Commission in assessing the effectiveness of 
regulatory control over the trucking industry. Perhaps the most 
important byproduct of our studies may be the development of criteria 

2 Tbid., pp. 30-32. 


+ For another study of this subject issued in 1956, see the report of the New England Governors’ Confer- 
ence, entitled ‘“Motor Freight Transport for New England.’”’ Thisreport is printed as appendix G, 
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for evaluating the Commission’s performance in promoting the public 
interest. 


SECTION B. PROBLEMS OF DAYTIME RADIO BROADCASTERS 


Early in 1956, your committee was contacted by representatives of 
radio stations limited to operating during daylight hours, who com- 
plained of the handling of their problems by the Federal Communica- 
tions Commission. In its organizational meeting, the committee 
voted to include in its agenda a study of this subject, and agreed to 
establish a special subcommittee to undertake the inquiry. 

On March 16, the chairman of your committee appointed three 
members to the special subcommittee, and designated Senator John F. 
Kennedy to serve as chairman. The other subcommittee members 
appointed were Senator Wayne Morse and Senator Andrew F. 
Schoeppel. During the following 3 months, the special group worked 
with the staff in gathering basic data on the problem, and met with 
representatives not only of the daytime broadcasters, but also of the 
Federal Communications Commission, the Clear Channel Broadcast- 
ing Service, and spokesmen for listening groups, such as farm 
organizations. 

Approximately 900 of the 2,700 established radio stations in the 
United States are limited to broadcasting during daylight hours. 
These restrictions were designed to minimize reception interference 
during the hours of darkness when radio signals can be received at 
greater distances than during the day. Therefore, according to the 
FCC, there would be chaos and unintelligible reception if all the sta- 
tions authorized to broadcast on a frequency were allowed to continue 
transmissions during the night. 

On the other hand, the daytime broadcasters contended that large 
areas of the country were deprived of local coverage during peak 
listening hours because the daytime station was forced to sign off and 
the distant regional or clear-channel station gave no similar com- 
munity or rural service. These spokesmen pointed out that during 
periods of disaster, flood, or hurricanes, the daytime stations were 
granted exceptional authority to remain on the air to serve their 
listeners with up-to-the-minute news and advisories. In such cases, 
few complaints were made of interference and the special service 
contributed greatly to the protection of life and property. 

In addition, small business appeared to have another stake in this 
study, since such independent economic enterprises are precluded 
from advertising on national or large regional stations and often must 
rely only on these daytime stations to transmit their local sales mes- 
sages. 

inally, the daytime broadcasters, as small-business men them- 
selves, pointed out that their chances for economic success were 
drastically reduced during the winter months of the year, when their 
hours of operation were so limited that they could cover none of the 
peak listening hours. These station operators specifically suggested 
that they be given a minimum period of broadcasting authority for 
winter months to supplement their sunrise-to-sunset operations, and 
suggested 5 a. m. to 7 p. m. as a basis of discussion. 

After making this preliminary study, the subcommittee was con- 
vinced that further investigation was necessary and that all interested 
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parties should be given additional time to prepare testimony. There- 
fore, it was announced that the staff would continue its work on the 
project but that hearings would not be held until early in 1957. 


SECTION C. COMPETITION IN CIVIL AVIATION 


Throughout the past 5 years, your committee has maintained a 
close watch over developments in the field of regulated civil aviation. 
In 1951 and again in 1953, it held hearings and issued reports on 
various phases of the industry, stressing the problems and the proper 
role of the smaller airlines. In 1952, at the committee’s direction, 
the Civil Aeronautics Board prepared a report entitled “The Role of 
Competition in Commercial Air Transportation” which presented the 
Board’s philosophy at that time and gave detailed information on the 
phenomenal growth of air traffic.‘ 

Late in 1955, the committee again sought such information from 
the CAB on May 22, 1956, published a document, Materials Relative 
to Competition in the Regulated Civil Aviation Industry, 1956, con- 
sisting largely of answers to a committee questionnaire submitted by 
the Board.’ In this publication, your committee updated the sta- 
tistics of the earlier report and also outlined changes in the CAB’s 
position as spelled out in several decisions made in late 1955 and 
reaffirmed in 1956. 

In releasing the CAB report, Senator Sparkman stated— 


I am pleased to note that the Board has made several deci- 
sions which have brought competition to air travelers in 
several important cities. The Small Business Committee of 
the Senate has long urged a greater weight to be placed upon 
competition and the right of entry in CAB determinations 
and these first steps are welcome. I personally hope that 
subsequent decisions will go even further in this direction, 
since it appears to me that the favored few “grandfather” 
carriers are still being allowed to split up all of the greatly 
increased revenue traffic on the Nation’s trunk routes. 


_ Your committee notes with particular interest the words of the 
Chairman of the CAB at the time of the report, Ross Rizley, who 
stated in his letter of transmittal that— 


all of these [recent] decisions have had the effect of substan- 
tially expanding the amount of authorized competitive serv- 
ices in the areas covered by the decisions. 


Subsequent decisions made by the CAB after a change in member- 
ship reaffirmed this trend toward increased competition among 
domestic trunkline carriers on heavily traveled routes. 

Industry data and trade publications confirm your committee’s 
position that increased competition is usually accompanied by growing 
traffic, thus resulting in no injury to the carriers whose routes are 
made competitive. It is to be hoped that the local service or feeder 
lines will also be given opportunities to grow and to participate in 
the general airline prosperity, thereby reducing these smaller lines’ 
dependence upon Federal subsidy for continued operation. 

‘Subcommittee Print No. 9: The Role of Competition in Commercial Air Transportation, report of 


the Civil Aeronautics Board submitted to the Subcommittee on Monopoly of the Senate Small Business 
Committee, 82d Cong., 2d sess. 


§ Committee print: Materials Relative to Competition in the Regulated Civil Aviation Industry, 1956, 
transmitted by the Civil Aeronautics Board to the Senate Small Business Committee, 84th Cong., 2d sess, 
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APPENDIX A 
SELECT SMALL BUSINESS COMMITTEE, UNITED STATES SENATE 
84th Congress, 2d Session 


John Sparkman, Alabama, Chairman 


Russell B. Long, Louisiana Edward J. Thye, Minnesota 
Hubert H. Humphrey, Minnesota Leverett Saltonstall, Massachusetts 
George A. Smathers, Florida Andrew F. Schoeppel, Kansas 

John F. Kennedy, Massachusetts James H. Duff, Pennsylvania 
James O. Eastland, Mississippi Barry M. Goldwater, Arizona 
Wayne Morse, Oregon Thomas H. Kuchel, California 


SUBCOMMITTEES 
TAXES 
James O. Eastland, Mississippi, Chairman 


tussel B. Long, Louisiana Barry Goldwater, Arizona 
Hubert H. Humphrey, Minnesota Thomas H. Kuchel, California 


MONOPOLY 
Russell B. Long, Louisiana, Chairman 


John Sparkman, Alabama Leverett Saltonstall, Massachusetts 
Hubert H. Humphrey, Minnesota Andrew F. Schoeppel, Kansas 


FINANCING 
John Sparkman, Alabama, Chairman 


John F. Kennedy, Massachusetts Leverett Saltonstall, Massachusetts 
George A. Smathers, Florida Thomas H. Kuchel, California 


GOVERNMENT PROCUREMENT 
George A. Smathers, Florida, Chairman 


Russell B. Long, Louisiana Edward J. Thye, Minnesota 
Wayne Morse, Oregon James H. Duff, Pennsylvania 


RELATIONS OF Business Wirnh GOVERNMENT 
Edward J. Thye, Minnesota, Chairman 
John Sparkman, Alabama James H. Duff, Pennsylvania 


George A. Smathers, Florida 
James OQ. Eastland, Mississippi 


RETAILING, DISTRIBUTION AND Farr TRADE PRACTICES 


Hubert H. Humphrey, Minnesota, Chairman 


John F. Kennedy, Massachusetts Andrew F. Schoeppel, Kansas 
Wayne Morse, Oregon Barry Goldwater, Arizona 
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APPENDIX B 


MEETINGS AND HEARINGS OF THE SELECT COMMITTEE ON SMALL BUSINEss, 
U. S. SENATE, 84TH Cona., 2p Sess., 1956 


1956 

Jan. 9 Hearing, Subcommittee on Military Procurement. Small-business 
problems in military procurement. Heard representatives of 
small-business firms and officials of the Departments of the Navy 
and Air Force. 

gan. 10...- Do. 

Feb. 1 Executive meeting, full committee. Planned committee activities 
for 1956. 

Feb. 7 .. Hearing, Subcommittee on Relations of Government With Business. 
Machine-tool programs: Mobilization planning, reserve and re- 
placement of machine tools. 

ee Do. 

Feb. 18_.__.. Hearing, Subcommittee on Retailing, Distribution, and Fair Trade 


Practices. Gasoline price war in New Jersey; petroleum market- 
ing practices. 

Mar. 21_. Hearing, Subcommittee on Retailing, Distribution, and Fair Trade 
Practices. Motion-picture distribution trade practices; problems 
of independent motion-picture exhibitors. 

Mar, 22-- Do. 

Mar. 28 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from General Services Administration on small- 
business policies and programs. 

Mar. 29 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from the Atomic Energy Commission on small- 
business policies and programs. 


por. 36... Hearing, full committee. Progress Report by Wendell B. Barnes, 
Administrator, Small Business Administration. 

Apr. 19. 5 Do. 

May 21 Hearing, Subcommittee on Retailing, Distribution, and Fair Trade 


Practices. Motion-picture distribution trade practices; problems 
of independent motion-picture exhibitors. 

May 22 Do. 

May 22 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from the Department of Defense on small-business 
policies and programs. 

May 23 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from the Department of the Army on small-business 
policies and programs. 

May 24 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from the Department of the Navy on small-business 
policies and programs. 

May 30 Hearing, full committee. Supply and distribution of nickel and 
the impact of the nickel shortage on small electroplaters. 

May 31 Do. 

June 26 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives of the Department of the Air Force on small-business 
policies and programs. 

June 27 Hearing, Subcommittee on Government Procurement. Heard rep- 
resentatives from General Accounting Office on small-business 
policies and programs. 
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APPENDIX C 


List oF PuBLICATIONS IssUuED BY THE SELECT COMMITTEE ON SMALL BUSINESS 
UnitTEp States SENATE, 84TH CONGRESS, 2D SESSION 


HEARINGS 
Military Procurement, 1956: 
Small Business Problems in Military Procurement, January 9 and 10, 1956, 
Machine-Tool Programs: 
4 Planning, Reserve and Replacement Programs, February 7 and 
8, 1956. 
Gasoline Price War in New Jersey: 
A Study of Petroleum Marketing Practices in New Jersey, December 15 and 
16, 1955, and February 18, 1956 (pt. 3). 
Motion-Picture Distribution Trade Practices, 1956: 
Problems of Independent Motion-Picture Exhibitors, March 21, 22; May 21 
and 22, 1956. 
Small Business Administration, 1956: 
Progress Report, of the Small Business Administration, April 18 and 19, 1956. 
Supply and Distribution of Nickel: 
The Impact of the Nickel Shortage on Small Electroplaters, May 30 and 31, 
1956. 
Government Procurement, 1956: 
Small Business Policies and Programs of Government Agencies, March 28, 
29; May 22, 23, 24; June 26 and 27, 1956. 


REPORTS 
Senate Report No. 1368: 

Sixth Annual Report of the Select Committee on Small Business, United 

States Senate, January 12, 1956. 
Senate Report No. 1693: 

Competition, Regulation, and the Public Interest in the Motor Carrier 
Industry—Administration of the Motor Carrier Act by the Interstate 
Commerce Commission, together with minority views, March 19, 1956. 

Senate Report No. 1723: 

Military Procurement, 1956— Military Procurement Practices—Case Studies 

—April 3, 1956. 
Senate Report No. 2229: 

Machine-Tool Program— Mobilization Planning, Reserve and Replacement 

Programs, June 14, 1956. 
Senate Report No. 2810: 

Gasoline Price War in New Jersey—A Study of Petroleum Marketing Prac- 

tices, July 26, 1956. 
Senate Report No. 2818: 

Motion-Picture Distribution Trade Practices, 1956: Problems of Independent 

Motion-Picture Exhibitors, July 27, 1956. 
Senate Report No. 2819: 

Fair Trade—A Study on Fair Trade, Based on a Survey of Manufacturers 

and retailers, July 27, 1956. 
Senate Report No. 2826: 

Supply and Distribution of Nickel and the Impact of the Nickel Shortage on 

Small Electroplaters, August 1, 1956. 
Senate Report No. 2827: 

Government Procurement, 1956—Small Business Participation in Govern- 

ment Procurement, August 1, 1956. 


COMMITTEE PRINT 


Material Relative to Competition in the Regulated Civil-Aviation Industry, 1956, 
transmitted by the Civil Aeronautics Board to the Select Committee on Small 
Business, United States Senate, April 18, 1956. 
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APPENDIX D 


Press RELEASE OF SECURITIES AND ExcHANGE COMMISSION REGARDING PrRo- 
POSED FurRTHER AMENDMENTS TO REGULATION A oF THE Securities Act or 
1933 


SECURITIES AND ExcHANGE COMMISSION, 
Washington, D. C., July 23, 1966. 
Securities Acr oF 1933 


Release No. 3664 


Notice oF Proposep FurtHER AMENDMENTS OF REGULATION A 


Notice is hereby given that the Securities and Exchange Commission 
has under consideration further amendments of its regulation A in 
addition to those contained in the revised regulation A adopted today 
by Securities Act release No. 3663. The further amendments under 
consideration would have the effect of making the general exemption 
from registration under the Securities Act of 1933 which is afforded 
by regulation A available only to issuers and offerings meeting speci- 
fied standards based either upon the existence of a record of net earn- 
ings on the part of the issuer or upon a limitation of the number of 
securities which might be issued pursuant to the exemption. Alter- 
native standards are under consideration which would be based upon 
satisfying one of these criteria, or upon satisfying the other, or upon 
satisfying both, or upon satisfying either of them. 

These proposals were developed in the course of the Commission’s 
intensive consideration of proposed revisions of regulation A during 
the past year. In the course of that consideration proposed revisions 
were announced for public comment on July 18, 1955 (Securities Act 
release No. 3555) and again on February 14, 1956 (Securities Act 
release No. 3613) and a public hearing with respect thereto was held 
on November 15, 1955. The proposed revisions so announced to- 
gether with the revised and consolidated regulation today adopted, 
contain provisions imposing additional terms and conditions upon 
the general exemption afforded by the regulation in order to provide 
additional protection for investors and to facilitate enforcement by the 
Commission of the antifraud and other provisions of the Securities 
Act of 1933 in connection with such offerings. The regulation as 
adopted also clarifies the requirements of the regulation and makes 
other changes and improvements in its provisions. 

In its consideration of these proposals, the Commission received and 
considered a great deal of information with respect to offerings ex- 
empted under regulation A, including that developed by the Com- 
mittee on Interstate and Foreign Commerce of the House of Repre- 
sentatives in the course of that committee’s consideration of H. R. 
5701 and H. R. 9319 both of which bills related to offerings exempted 
under regulations adopted by the Commission pursuant to section 
3 (b) of the Securities Act of 1933. Information so received, together 
with the report of the Interstate and Foreign Commerce Committee 
of June 28, 1956 (H. Rept. No. 2513, 84th Cong., 2d sess.), includin 
the minority report which particularly discussed H. R. 11308 lead 
the Commission to believe that further consideration should be given 
to revisions of the regulation which would make the exemption afforded 
thereby available only to issuers and offerings meeting specified 
standards based either upon earnings or upon the limitation of the 
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number of securities to be offered as distinct from the aggregate 
offering price of the securities to be offered. Since the determination 
as to whether such standards should be adopted as well as the selection 
of a proper standard will require intensive study and opportunity 
for public comment, the Commission has determined to adopt the 
revised and improved regulation while at the same time announcing 
its intention to give further consideration to the question of making 
the availability of the general exemption depend upon the satisfaction 
of such standards. 

As indicated above, four alternative proposals are under considera- 
tion by the Commission. Under the first alternative, the exemption 
afforded by the regulation would be available only if the issuer had a 
net income for at least 1 out of the last 5 fiscal years. Under the 
second alternative, the amount of securities which could be offered 
pursuant to the exemption would be limited to 100,000 units except 
in the case of debt securities as to which the aggregate number of 
units would be limited to 3,000. The third alternative would make 
the exemption available only to issuers satisfying the above earnings 
tests and then only for offerings of the limited amounts of securities 
proposed in the second alternative, while under the fourth alternative, 
the limitation on the amount of securities which might be offered under 
the regulation would be applicable only to issuers which could not 
satisfy the earnings requirement, and issuers which could satisfy such 
requirement could offer any amount of securities under the regulation, 
provided that the statutory limitations upon the aggregate offering 
price were complied with. 

The limitation of the aggregate number of shares which might be 
offered under the regulation to 100,000 would mean that in the case of 
an issuer making an offering in the full aggregate amount of $300,000 
permitted by the regulation, the shares could not be offered at a price 
of less than $3 per share since not more than 100,000 shares could be 
offered. If the offering price of the individual shares was reduced, 
the aggregate dollar amount of the offering to the public would have to 
be correspondingly reduced, that is, for example, if the aggregate 
permissible amount of 100,000 shares were offered at $1 per share, the 
aggregate offering price would be $100,000. 

Under any of the alternatives proposed, the exemption from the 
registration requirements afforded by regulation A would not be 
available for offerings of large numbers of low -priced shares by issuers 
having no record of earnings. The regulation A exemption has here- 
tofore been used by a large number of such issuers. Under the first 
and the fourth alternatives, large numbers of low-priced shares could 
still be offered by those issuers which had a record of earnings, while 
under the first and third alternatives the regulation could not be 
utilized by any issuer without an earnings record and under the 
second and fourth alternatives the regulation could be used by issuers 
without an earnings record, but only for offerings of limited amounts 
of securities. 

The alternative proposed amendments referred to above are set 
forth below: 


First alternative 
Paragraph (a) of rule 252 would be amended to read as follows: 
“(a) Except as hereinafter provided in this regulation, securities 
issued by any of the following persons shall be exempt from registra- 
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tion under the act if offered in accordance with the terms and con- 
ditions of this regulation: 

(1) Any corporation, unincorporated association or trust (i) 
which is incorporated or organized under the laws of the United 
States or Canada or any State or Province thereof, (ii) which has 
or proposes to have its principal business operations in the United 
States or Canada; or any individual who is a resident of, and 
proposes to have his principal business operations in any State 
or Province, if such corporation, unincorporated association, trust 
or individual has had a net income, computed in ace ordance with 
generally accepted accounting principles, from operations of the 
character in which the issuer intends to engage, for any one full 
fiscal year within the period of 5 years immediately preceding the 
date of filing the notification required by rule 255 

The net income of one or more predecessors will be deemed 
to be the net income of the issuer for the purpose of this 
rule if the issuer acquired the major portion of its assets by 
the acquisition of substantially all of the assets of one or 
more predecessors, provided such net income is computed on 
a basis consistant with that of the issuer. 

‘*(2) In the case of an offering to existing security holders on 
a pro rata basis pursuant to warrants or rights, any direct or 
mcnrert majority-owned subsidiary of any issuer specified in 

1) above which has securities registered on a national securities 
eee pursuant to the provisions of the Securities Exchange 
Act of 1934.” 


Second alternative 


Paragraph (a) of rule 254 would be amended to read as follows: 

“(a) The aggregate offering price of all of the following securities 
of (i) the issuer, (ii) its predecessors, and (iii) all of its affiliates which 
were incorporated or organized, or became affiliates of the issuer, 
within the past 2 vears, shall not exceed $300,000; and the aggregate 
number of all of such securities offered shall not exceed 3,000 units in 
the case of any bond, debenture or other evidence of idebtedness or 
100,000 units in the case of any other security. The term ‘unit’ as 
used in this paragraph, shall mean the smallest unit of any security 
which may be separately sold and transferred as a unit and in the 
case of a stock shall mean one share: 

- all securities of such persons presently being offered under 
this regulation, or under any other regulation adopted pursuant 
to section 3 (b) of the act, or specified in the notification required 
by rule 255 as proposed to be so offered ; 

(2) all securities of such persons previously sold pursuant to 
an offering under this regulation, or under any other regulation 
adopted pursuant to section 3 (b) of the act, commenced within 
| year prior to the commencement of the proposed offering; and 

‘*(3) all securities of such persons sold in violation of section 
5 (a) of the act within 1 year to the commencement of the proposed 
offering.”’ 


Notwithstanding the foregoing, the aggregate offering price of 
all securities of such persons so offered or sold on behalf of any 


one person other than the issuers of such securities shall not exceed 
$100,000, and the aggregate number of such securities shall not 
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exceed 1,000 units in the case of any bond, debenture or other 
evidence of indebtedness or 33,333 units in the case of any other 
security; except that this limitation shall not apply if the securities 
are to be offered on behalf of the estate of a deceased person 
within 2 vears after the death of such person. 


Third alternative 


Paragraph (a) of rule 252 would be amended to read as set forth in 
the first alternative above and paragraph (a) of rule 254 would be 
amended to read as set forth in the second alternative above, 
Fourth alternative 

There would be added to rule 254 a new paragraph (d) reading as 
set forth below and existing paragraph (d) would be redesignated 
paragraph (e): 

“‘(d) In the case of any issuer which has not had a net income 
computed in accordance with generally accepted accounting 
principles from operations of the character in which the issuer 
intends to engage for any one full fiscal year within the period of 
5 years immediately preceding the date of filing the notification 
required by rule 255, the ageregate amount of all of the following 

securities of (i) the issuer (ii) its predecessors, and (iii) all of its 
affiliates which were incor porated or organized, or became 
affiliates of the issuer within the past 2 years shall not exceed 
3,000 units in the case of any bond, debenture or other evidence 
of indebtedness or 100,000 units in the case of any other security. 
The term “units” as used in this paragraph shall mean the smallest 
unit of any security which may be separately sold and transferred 
as a unit and in the case of a stock shall mean one share: 

“(1) all securities of such persons presently being offered 
under this regulation, or under any other regulation adopted 
pursuant to section 3 (b) of the act, or specified in the 
notification required by rule 255 as proposed to be so offered; 

(2) all securities of such persons previously sold pursuant 
to an offering under this regulation, or under any other regu- 
lation adopted pursuant to section 3 (b) of the act, 
commenced within 1 year prior to the commencement of the 
proposed offering ; and 

**(3) all securities of such persons sold in violation of 
section 5 (a) of the act within 1 year prior to the commence- 
ment of the proposed offering.” 

The net income of one or more predecessors will be deemed to 
be the net income of the issuer for the purpose of this rule if the 
issuer acquired the major portion of its assets by the acquisition 
of substantially all of the assets of one or more predecessors, pro- 
vided such net income is computed on a basis consistent with 
that of the issuer. 

Notwithstanding the foregoing, the aggregate number of all 
securities of such persons so offered or sold on behalf of any one 
person other than the issuer or issuers of such securities shall not 
exceed 1,000 units in the case of any bond, debenture, or other 
evidence of indebtedness or 33,333 units in the case of any other 
security; except that this limitation shall not apply if the securi- 
ties are to be offered on behalf of the estate of a deceased person 
within 2 years after the death of such person. 





a 


aes 





SEVENTH ANNUAL REPORT ON SMALL BUSINESS 109 


Notice is also given that the Commission still has under considera- 
tion the proposed amendment to regulation A announced by Securities 
Act Release No. 3600 dated December 27, 1955, which amendment 
would provide that the financial statements required to be contained 
in offering circulars used under regulation A be certified by independent 
public or certified public accountants and would also require that the 
certifying accountant consent to the use of his name on the certificate. 

The proposed amendments to regulation A would be adopted pur- 
suant to the Securities Act of 1933, particularly sections 3 (b) and 19 
(a) thereof. 

All interested persons are invited to submit data, views, and com- 
ments on the proposed amendments in writing to the Securities and 
Exchange Commission, Washington 25, D. C., on or before September 
15, 1956. Except in cases where it is requested that such communica- 
tions be kept confidential, they will be considered available for public 
inspection. 

By the Commission. 

Orvat L. DuBots, Secretary. 


AppPpENDIx E 


MATERIALS ON THE REpoRT OF THE ATTORNEY GENERAL’S NATIONAL 
CommiITrEE To Stupy THE ANTITRUST Laws 


DEPARTMENT OF JUSTICE, 
Washington, July 18, 1956. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


Dear SENATOR SPARKMAN: I have for reply your letter dated Jan- 
uary 27, 1956, addressed to Assistant Attorney General Barnes. 
There you request we “have prepared for the information and use of 
the committee a report advising how many of the administrative 
recommendations made by the National Committee have been adopted 
or otherwise followed by the Antitrust Division.” 

That report, as you know, was submitted to the Attorney General 
March 31, 1955. Any report to you indicating how many of its 
administrative recommendations have been adopted, we felt, should 
await the passage of at least 1 full fiscal year after the report’s sub- 
mission. That year ended June 31, 1956. 

With this in mind, I send on a copy of the Committee’s “general 
guides or recommendations to enforcement agencies and the courts.”’ 
Those recommendations checked in asterisks represent (1) recom- 
mendations for enforcement procedure this Division has followed dur- 
ing the past year, and (2) guides to existing law which, to our view, 
fairly restate current case law. 

Those not checked involve (1) recommendations regarding Division 
procedure we have not adopted, (2) statements of existing law with 
we disagree, or (3) antitrust aspects involving, not this Division’s 
activities, but the Federa) Trade Commission or antitrust enforcement 
by private parties. 
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Our delay in replying to your letter was simply to insure that we 
had enough experience since the report’s submission to fairly indicate 
which of its recommendations we would adopt. 

We trust that this proves useful to you. 

Sincerely yours, 
Vicror R. Hansen, 
Assistant Attorney General, Antitrust Division. 


The Committee’s task, in its own words, was ‘“‘to analyze the main 
course * * * antitrust policy, its interpretations and decisions. From 
this analysis, an evaluation of antitrust developments is made in light 
of established antitrust goals. On this evaluation the committee 
bases its conclusions and recommendations as future guides to enforce- 
ment agencies, Congress and the courts.” 

Attached are (1) a list of this Committee’s specific legislative 
proposals and (2) a summary of its general guides or recommenda- 
tions to enforcement agencies and the courts. 

Marcu 31, 1955. 


LEGISLATIVE RECOMMENDATIONS OF THE ATTORNEY GENERAL’S 
NATIONAL COMMITTEE TO STUDY THE ANTITRUST LAWS 


1. Sections 1 and 2 of the Sherman Act generally: No legislative 
change. 

Trade or commerce with foreign nations: (1) Defense Production 
Act (50 U. S. C. App. sec. 2061 et seq., as amended June 30, 1953) 
should be extended. And a separate statute should provide antitrust 
immunity beyond the Defense Production Act’s expiration for 
presidentially approved projects requirmg large investment. (See 
report, pp. LOS—109.) 

3. Mergers: No legislative change. 

4. Distribution: 

The Miller-Tydings amendment to the Sherman Act (15 U.S 
(. sec. 1) and the McGuire amendment to the Federal Trade Com- 
mission Act should be repealed. (See report, pp. 149-155. 

(2) Robinson-Patman section 2c (brokerage provision) (15 U. 
C. sec. 13 (c)) should be amended to revitalize except “for services 
rendered” clause. (See report, pp. 187-193.) 

(3) Robinson-Patman section 3 (criminal penalty for discriminatory 
practices) (15 U. S. C. sec. 13 (a)) should be repealed. (See report, 
pp. 198-201.) 

5. Patents: 

(1) Recommend that, in addition to repealing section 33 (b) (7) of 
the Trade-mark Act of 1946, the Congress enact the following amend- 
ment to section 46 (a) of that act: 

“The benefit of incontestability under section 15 of this act shall 
not be deemed to affect the jurisdiction of any Government agency 
to institute proceedings under the antitrust laws of the United States 
against the owner of such registered mark in any case in which the 
mark is alleged to have been used or is being used as an instrumen- 
tality of violation of the antitrust laws.”’ (See report, p. 260.) 
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6. Exemptions: 

(1) Regulated industries: No legislative change. 

(2) Organized labor: “To the extent that union restraints on com- 
mercial competition not effectively curbed by either antitrust or 
Labor-Management Relations Act exist, then * * * [the Committee] 
recommends appropriate legislation to prohibit these union efforts at 
ae market control.”’ (See report, pp. 303-305.) 

Agricultural cooperatives: No legislative change. 
css indicia of competition and monopoly: No legislative 
change. 
Antitrust administration and enforcement: 

(i) New statute authorizing the Attorney General to issue a civil 
investigative demand compelling potential antitrust defendants in 
civil cases to produce relevant books and documents. (See report, 
pp. 343-347.) 

(2) Amendment of Sherman Act, section 1 (15 U.S. C. see. 1) to 
increase Maximum criminal penalties from $5,000 to $10,000 on each 
count. (See report, pp. 351-353.) 

(3) Amendment of Federal Trade Commission Act, section 5 (15 
U.S. C. sec. 45) repealing present $5,000 per day ceiling on fines for 
violating orders, leaving instead a ceiling of $5,000 per violation. 
(See report, pp. 372- 374.) 

(4) Amendment of Clayton Act, section 4 (15 U.S. C. sec. 15) to 
provide for discretionary treble damages in private antitrust suits. 
(See report, pp. 378-379). 

(5) Amendment of Clayton Act, section 4 (15 U.S. C. see. 15) to 
provide a 4-year Federal statute of limitations, running from accrual 
of the cause of action, for private antitrust suits. (See report, pp. 
380-384.) 

(6) Amendment of Clayton Act, section 4 (15 U.S. C. see. 15) to 
give the United States Government the right to sue for single 
damages stemming from antitrust violations. (See report, pp. 
383-385.) 


GENERAL GUIDES OR RECOMMENDATIONS TO ENFORCEMENT AGENCIES 
AND THE COURTS 


I. Sections I and II of the Sherman Act generally 


A. Section I of the Sherman Act 
*1. Recommend to enforcement agencies continued vigorous en- 
forcement. Thus the committee states: “The committee unani- 
mously adheres to antitrust fundamentals with full vigor. Although 
many forces and other Government policies have materiallypromoted 
our creative American ec onomy, we believe the antitrust laws remain 
one of the most important” (Rept. No. 2) 

“There have undoubtedly been fluc ‘tuations in the vitality and wis- 
dom of antitrust administration and enforcement as well as occasional 
setbacks in Congress and in the courts. Nonetheless, a backward look 
across the 64 years since the Sherman Act reveals on the whole a 
healthy process of growth through which antitrust fundamentals 
have gained in strength and effectiveness” (Rept. No. 3). 
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*2. Recommend to courts that certain conduct be deemed unreason- 
able per se. ‘Certain forms of conduct, such as agreements among 
competitors to fix market price or control production, are ‘conclusively 
presumed to be illegal, by reason of their nature or their necessary 
effect,’ so that they can quickly and positively be adjudged violations 
of the Sherman Act. In such cases, inquiry under the rule of reason 
is over once it has been decided that the conspiracy or agreement 
under review in fact constitutes price rigging or production control. 
For further example, group boycotts are deemed unreasonable as 
clearly anticompetitive in character or effect’? (Rept. No. 11). 

*3. Recommend to courts that market division among competitors 
be conclusively presumed illegal. ‘‘While in no Supreme Court case 
have the facts been limited exclusively to simple market division 
among competitors, there is little doubt, either as a matter of principle 
or of precedent, that agreements among competitors for market 
division should be and are treated like price control arrangements” 
(Rept. No. 26). 

4. Recommendation to courts and enforcement agencies re exclusive 
dealerships. ‘‘Where an exclusive dealership forms part of an attempt 
to monopolize prohibited by section 2, or the lesser degree of unreason- 
able restraint prohibited by section 1, it should be held a violation. 
On the other hand, where an exclusive dealership is merely an ancillary 
restraint reasonably necessary to protect the parties’ main lawful 
business purposes, such a dealership should be upheld where its effect 
is not unreasonably to foreclose competition from,the dealer’s market’’ 
(Rept. No. 29). 

*5. Recommendation to courts and enforcement agencies re intra- 
enterprise conspiracy. 

“Most members of the Committee disapprove any application of 
this doctrine to joint action between members of a corporate family 
not intended to or resulting in coercive undue restraint on their 
customers or competitors. However, they believe, for example, that 
when a parent and its subsidiary, though short of an attempt to 
monopolize, nonetheless plan to drive out a competitor, section 1 may 
be transgressed. 

“Some members feel, in contrast, that in no instance can a parent 
and its subsidiary be held guilty of an offense that must be committed 
by more than one person. Since there would concededly be no 
liability under section 1, if a company does business through unin- 
corporated branches, divisions or departments, they believe it is 
wholly unreal to impose liability where it employs subsidiaries instead. 
To distinguish between these types of operations, they feel, is to 
sacrifice substance for mere form” (Rept. No. 35). 

*6. Recommendation to enforcement agencies and courts re 
“conscious parallelism.’”’ In the language of the Theatre Enterprises 
Supreme Court decision (Theatre Enterprises, Inc. v. Paramount Film 
Distributing Corp. (346 U.S. 537, 540-541 [1954])), the Committee 
concludes: ‘“To be sure, business behavior is admissible circumstan- 
tial evidence from which the factfinder may infer agreement [citing 
cases]. But this Court has never held that proof of parallel business 
behavior conclusively establishes agreement or, phrased differently, 
_ such behavior itself constitutes a Sherman Act offense’? (Rept. 
No. 39). 
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7. Recommendation to courts and enforcement agencies re relevance 
of trade association membership to proof of antitrust conspiracy to 
“avoid blanket findings based on mere ‘guilt by membership’.”” The 
Committee recommends courts and agencies insist on proof of parti- 
cipation by particular members in conspiratorial action of other 
members (Rept. No. 42). 


B. Section II of the Sherman Act 


*8. Recommendation to courts and enforcement agencies re 
inclusion of substitute products in market definition. Adopting the 
language of the Times-Picayune case (Times-Picayune Publishing Co. 
v. Vinsted States (345 U. S. 594, 612 n. 31 [1953])), the Committee 
urges, ‘“‘For every product, substitutes exist. But a relevant market 
cannot meaningfully encompass that infinite range. The circle must 
be drawn narrowly to exclude any other product to which within 
reasonable variations in price, only a limited number of buyers will 
turn; in technical terms, products whose ‘cross-elasticities of demand’ 
are small’ (Rept. No. 47). 

*9. Recommendation to courts and enforcement agencies that 
searchers for monopoly power start with the primary fact of relative 
size. Thus the report states: ‘All judicial searchers for monopoly 
power start with the primary fact of relative size—the percentage of 
supply controlled. For ‘size is of course an earmark of monopoly 
power’ ” (United States v. Griffith (334 U.S. 100, 107 n. 10 [1948})). 

However, the report cautions, in the language of Columbia Steel 
(United States v. Columbia Steel Co. (334 U.S. 495, 527-528 [1048])), 
““*We do not undertake to prescribe any set of percentage figures by 
which to measure the reasonableness of a corporation’s enlargement of 
its activities by the purchase of the assets of a competitor. The rela- 
tive effect of percentage command of a market varies with the setting 
in which that factor is placed’ ”’ (Rept. No. 49). 

*10. Recommend to courts and enforcement agencies that for pur- 
poses of monopolization under section 2, ‘no showing of intent is 
required beyond ‘the mere intent to do the act.’”’ (United States v. 
anne Co. of America (148 F. 2d 416, 432 [2d Cir. 1945])) (Rept. 
No. 56). 

*11. Recommend to courts and enforcement agencies that anti- 
trust not impair business efficiency. Thus, in the language of the 
recent United Shoe decision, the report urges: “[T]he defendant may 
escape statutory liability if it bears the burden of proving that it 
owes its monopoly solely to superior skill, superior products, natural 
advantages (including accessibility to raw materials or markets), 
economic or technological efficiency (including scientific research), 
low margins of profit maintained permanently and without discrimi- 
nation, or licenses conferred by, and used within, the limits of law 
(including patents on one’s own inventions, or franchises granted 
directly to the enterprise by a public authority’? (United States v. 
United Shoe Machinery Corp. (110 Supp. 295, 342 [D. Mass. 1953], 
aff’d per curiam 347 U. S. 521 [1954])) (Rept. No. 57). 
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IT. ‘Trade or commerce * * * with foreign nations”’ 


12. Recommendation to courts and enforcement agencies re Sher- 
man Act’s extra territorial jurisdiction. 

*(a) The Committee feels “that the Sherman Act applies only to 
those arrangements between Americans alone, or in concert with 
foreign firms, which have such substantial anticompetitive effects on 
this country’s ‘trade or commerce * * * with foreign nations’ as to 
constitute unreasonable restraints” (Rept. No. 76). 

*(b) Further, the Committee believes “that conspiracies between 
foreign competitors alone should come within the Sherman Act only 
where they are intended to, and actually do, result in substantial anti- 
competitive effects on our foreign commerce. The ‘international 
complications likely to rise’ from any contrary view convince us, as 
they did the Court in Alcoa ‘that Congress certainly did not intend to 
cover’ such arrangements when they have no restrictive purpose and 
effect on our commerce” (United States v. Aluminum Co. of America 

148 F. 2d 416, 433 [2d Cir. 1945])) (Rept. No. 76) 

*13. Recommendation to courts and enforcement agencies re scope 
of “trade or commerce * * * with foreign nations.” The report 
urges that the words ‘trade and commerce * * * with foreign nations’ 
should be construed broadly to include not only the import and ex- 
port flow of finished products, their component parts and adjunct 
services, but also, as in domestic commerce, capital investment and 
financing’ (Rept. No. 79-80). 

14. Recommendation to courts and enforcement agencies re inquiry 
relevant to determining damage to this country’s foreign commerce. 

(a) The report approves “judicial recognition that, under the rule 
of reason, defendants may proffer evidence that their activities abroad 
constitute no undue restraint on our foreign commerce since, even 
absent the challenged conduct, trade and investment in a particular 
foreign area would be virtually impossible. We believe that defend- 
ants should be allowed to show that, due to foreign economic or 
political barriers, their conduct at bar was prerequisite to trade or 
investment in a foreign country” (Rept. No. 83). 

(b) But the report cautions, “Under no circumstances, however, 
can impossibility of trade or investment in one country justify conse- 
quences illegal under the antitrust laws outside that country; nor can 
impossibility of export or import of goods justify what would in effect 
be an unreasonable restraint of American investment.”’ And ‘‘we feel 
that the rule of reason cannot be used to justify concert of action 
among competitors by showing that, despite a primary purpose to 
fix market prices, control production, divide markets or allocate 
customers, foreign trade conditions made such restraints a more 
profitable way of doing business” (Rept. No. 83). 

*15. Recommend to enforcement agencies ‘‘advance discussion 
with affected agency concerning projected antitrust proceedings 
seriously involving any of the Government’s foreign programs” 
(Rept. No. 97). 

16. Most members recommend to Congress that Webb-Pomerene 
“may well be retained until facts are adduced to show some changes 
in the present pattern abroad of State controlled buying agencies, 
State monopolies, and other combinations now part of the cartel policy 
prevalent in many parts of the world’”’ (Rept. No. 114). 





—— 
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III. Mergers 


*17. Recommend to courts and enforcement agencies that the 
“congressional objective of establishing more effective rules against 
mergers,” provide ‘‘the main guide to the administrative and judicial 
construction” of section 7 (Rept. No. 117). 

18. Recommend to courts and enforcement agencies that the legal 
test for vertical acquisitions under section 7 be whether there is a 
“reasonable probability that the merger will foreclose competition from 
a substantial share of the market” (Rept. No. 122). 

19. Recommend to courts and enforcement agencies that the legal 
test for horizontal mergers under section 7 be ‘ ‘whether the competi- 
tion lost as a result of ‘the merger may, in the context of the market 
as a whole, constitute a substantial lessening of competition or tend 
toward monopoly” (Rept. No. 123). 

*20. Recommend to courts and enforcement agencies that ‘‘no one 
pattern of proof can meet the requirements of all cases. * * * Thus, 
it will always be necessary to analyze the effect of the merger on 
relevant markets in sufficient detail, given the circumstances of each 
case, to permit a reasonable conclusion as to its probable economic 
effect”’ (Rept. No. 123 
*21. Recommend to courts and enforcement agencies that section 
s ‘tendency to monopoly clause * * * should be construed to slow 
an appreciable growth toward monopoly by even relatively minor 
acquisitions” (Rept. No. 124). 


7’s 


IV. Distribution 


22. Recommend to courts and enforcement agencies that generally 
theirs is the “duty to reconcile [interpretations of the Robinson- 
Patman Act] with the broader iC policies that have been laid 
down by Congress” (346 U.S. 61, 63, 73-74 (1953); Rept. No. 132). 

*23. Recommend to re aa agencies regarding individual re- 
fusals to deal ‘“‘only thoroughgoing factual i inquiry into the surround- 
ing business circumstances can characterize a refusal to deal as part 
of a restrictive court of conduct incompatible with antitrust 
objec ‘tives. 

‘However, the Committee subscribes to vigorous condemnation of 
concerted and conspiratorial refusals to deal’? (Rept. No. 137). 

24. Recommend to courts and enforcement agencies that “tying 
arrangements that involve the ‘wielding of monopolistic leverage’ gen- 
erate ‘the requisite probability of economic harm whenever the seller 
occupies a dominant market position for the ‘tying’ commodity or if 
his arrangements cover a substantial volume of trade in the ‘tied 
product” (Rept. No. 144). 

25. Recommend to courts and enforcement agencies that testing the 
legality under Clayton Act section 3 of exclusive dealerships ‘‘the 
central inquiry * * * is whether a system of challenged exclusive 
arrangements in fact ‘forecloses’ competitors from a substantial 
market”’ (Rept. No. 146). 

26. Recommend to courts and enforcement agencies that, regarding 
the “goods of like grade and quality” limitation in Robinson-Patman 
section 2 (a): “Actual and genuine physical differentiations between 


2 different products adapted to the several buyers’ uses, and not 
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merely a decorative or fanciful feature, probably remove differential 
pricing of the 2 from reach of the Robinson-Patman Act’ (Rept. No. 
158). 

27. Recommend to courts and enforcement agencies that ‘the 
‘prima facie’ case mentioned in section 2 (b) hence refers not to an 
Tictledaation but only to discriminations affirmatively prohibited 
when causing the adverse market effects described in 2 (a) and unlaw- 
ful unless justified by the seller through one of the several defenses” 
(Rept. No. 163). 

28. Recommendation to the Federal Trade Commission that it 
“devote serious effort to vindicating its expert administrative status 
through precision in the mandates its orders impose (Rept. No. 169). 

29. Recommend to courts and the Federal Trade Commission 
that construing the cost proviso of Robinson-Patman section 2 (a), 
‘a reasonable approximation of production or distribution cost 
variance to price differentials—when demonstrated in good faith 
through any authoritative and sound accounting principles—suffice 
as a matter of law to meet the requirement for justification under the 
section 2 (a) cost provision. Applied in this way, the act should 
impede no price variation reasonably related to economies in any of 
the seller’s costs deriving from significant differences among customers 
or broad categories of commercial transactions’’ (Rept. No. 175). 

30. Recommend to courts and the Federal Trade Commission 
that “an independent and significant meaning might be accorded to 
the statutory phrase ‘changing conditions affecting the market’ to 
which a competitor might respond by revising his price—wholly 
apart from the ‘marketability of the goods concerned,’ the second 
statutory factor which the enumerated examples in the proviso illus- 
trate. In any event, we view the significant common denominator 
in these far from homogeneous examples not as a deterioration of the 
seller’s goods or business position, but as a spontaneous shift in 
market conditions beyond the seller’s control. The proviso should 
enable a seller to reflect such commercial adjustments in good faith 
by revised price quotations on short notice, though this may inci- 
dentally prejudice some customers who bought at less favorable 
prices in the immediate past. We equally recommend a realistic 
interpretation to protect a seller’s flexibility in adopting his prices to 
perceptible market shifts, whether already underway or only im- 
pending” (Rept. No. 179). 

31. Recommend to courts and the Federal Trade Commission 
that ‘“‘Whatever the interpretation of the substantive price discrim- 
ination offense, we think that a seller’s right to meet a competitor’s 
price by granting price differentials to some customers without reduc- 
ing his prices to all must remain an essential qualification to any 
anti-price-discrimination law” (Rept. No. 181). 

32. Regarding Robinson-Patman sections 2 (d) and (e), the report 
recommends to the Commission that the ‘‘proportionally equal’’ cri- 
teria be met if a seller offers “bona fide alternative means enabling 
all buyers to participate in some form” (Rept. No. 190). 

33. Recommend to the courts and Federal Trade Commission that 
regarding functional discounts “suppliers granting functional dis- 
counts either to single-function or to integrated buyers should not 
be held responsible for any consequences of their customers’ pricing 
tactics” (Rept. No. 208). 
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34. Recommend to the Federal Trade Commission that “a dis- 
tributor should be eligible for a discount corresponding to any part 
of the function he actually performs on that part of the goods for 
which he performs it’? (Rept. No. 208). 

35. Regarding basing point pricing, “the Committee recommends 
that the law carefully differentiate competitive and collusive ‘delivered’ 
pricing. It is our view that overall antitrust policy is served when 
sellers are free to meet competition in distant markets by quoting 
‘delivered’ prices to equalize the freight advantages of more favorably 
situated competitors. Conversely, however, basic antitrust considera- 
tions firmly dictate that ‘delivered’ pricing employed to effectuate 
price-fixing conspiracies be relentlessly pursued” (Rept. No. 219). 


V. Patent-antitrust problems 


*36. Recommend to courts that “violation of the Sherman Act 
should, as the cases suggest, mag, see abuse of the patent grant or 
proof of intent to monopolize beyond the lawful patent grants’’ 
(Rept. No. 226). 

*37. Recommend to courts that the legality of grant backs should 
turn on: ‘(1) the licensor’s position as to patents or the products 
they cover, and (2) each party’s incentive to research” (Rept. No. 
229). 

38. Recommend to courts and enforcement“ agencies} that ‘an 
improper purpose unduly to restrain trade, to monopolize or attempt 
to monopolize through individual nonuse should give rise to antitrust 
liability. On the other hand where there is no affirmative showing 
that the purpose or effect of nonuse is unreasonably to restrain trade, 
to monopolize or attempt to monopolize, the patentee’s conduct does 
not transgress the antitrust laws. Clearly, however, contracts, 
combination, or conspiracy among patentees to refrain from using or 
to refuse to license others to use patented inventions should be deemed 
unreasonable per se’’ (Rept. No. 231). 

39. Most members recommend to courts that “Absent any concert 
or arrangement aimed at or resulting in industrywide price fix- 
ing, * * * a patentee who is engaged in manufacturing and marketing 
the patented product may fix the price, at which his manufacturing 
licensee or licensees may sell” (Rept. No. 233). 

40. Recommend to courts that “From an antitrust standpoint, a 
tying clause in a patent license is like a tying clause in any other 
contract”? (Rept. No. 238). 

“Accordingly, where the tying product is patented, the patentee 
should be permitted to show that in the entire factual setting, includ- 
ing the scope of the patent in relation to other patented or unpatented 
products, the patent does not create the market power requisite to 
illegality of the tying clause’”’ (Rept. No. 238). 

*41. Recommend to courts that, regarding patent pools, “In any 
given case, a determination of legality requires an examination of 
the purpose of the interchange, the power possessed by the interchange 
when formed, and its operating practices. Depending upon the 
situation, some of these factors, or even one of them, may be decisive. 
In other instances, all demand consideration” (Rept. Nos. 246-247). 

42. Regarding patent infringement suits, the committee recom- 
mends to courts ‘that antitrust violation should be considered a 
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defense to a patent infringement action only when it is shown that 
the patent in suit is integral to the violation or that the grant of 
customary patent relief conflicts with antitrust goals. Further, in 
any patent infringement suit in which antitrust violation is the ‘basis 
of defense, or counterclaims, the court, pursuant to rule 42 (b) of the 
Federal Rules of Civil Procedure, should order separate trials of 
the antitrust issues and the patent issues. Such separation may be 
essential not only ‘in furtherance of convenience and to avoid preju- 
dice,’ but also ‘to serve the ends of justice.’ Trial of the infringement 
issue should precede triai of antitrust questions except where, in court 
discretion, a balancing of all factors favors prior trial of antitrust 
— (Rept. No. 249). 

Regarding the scope of the patent misuse doctrine, recommend 
to eee ‘that “the doctrine should extend only to those cases where 
a realistic analysis shows that the patent itself significantly contributes 
to the practice under attack’? (Rept. No. 251). 

44. Recommend to courts against “the view that any violation 
of patent law necessarily violates the antitrust laws. From some 
abuses of patent policy may flow consequences not drastic enough to 
meet antitrust prerequisites of effect on competition. In addi 
many patent abuses are more effectively curved by simply deny}ag 
equitable relief as a matter of patent policy. Holding every patent law 
transgression to be at the same time an antitrust violation would, 
moreover, put the patent owner on a different footing than owners 
of a property subject to antitrust”’ (Rept. No. 254). 

A majority recommends that courts “deem saa aie license 
nas e “of royalties and dedication penal rather than remedial in character, 
and hence beyond the Sherman Act’s authority to ‘prevent and 
restrain’ violations’ (Rept. No. 256) 


VI. Exemptions from antitrust coverage 
A. Regulated Industries 


*46. Recommend to courts that ‘‘Even in the areas where Congress 
has adopted the policy that ‘competition may [not] have full play,’ 
(Federal Communications Commission v. R. C. A. Communications, Ine. 
(346 U.S. 86, 92 [1953])) we feel that unless Congress has expressly 
provided to the contrary, the regulatory guide consistent with the 
‘public interest’ as applied to mergers must ‘include the principles of 
free enterprise which have long distinguished our economy’” (McLean 
Trucking Co. v. United States (321 U. S. 67, 94 [1944] [dissenting 
opinion]})) (Rept. No. 269). 

*“Tn all instances, the courts, in reviewing agency discretion, should 
recognize that ‘administrative authority to grant exemptions from the 
antitrust laws should be closely confined to those (instances) where 
the * * * (regulatory) need is clear’” (MeLean Trucking Co. v. 
United States (321 U.S. 67, 93 [1944] [dissenting opinion]})) (Rept. 
No. 270). 

Recommend to courts that “‘if the essence of an antitrust action 
is an agreement already approved by agency action within the scope 
and policy of an enabling statute which provides for antitrust exemp- 
tion, then the antitrust charge should be dismissed’”’ (Rept. No. 282). 

48. Recommend to courts that ‘‘where no express statutory exemp- 
tion is provided * * * [and] the agency has found that the challenged 
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conduct is necessary to carry out duties imposed on the defendants by 
the regulatory statute * * * such conduct cannot form the sole basis 
for antitrust suit’? (Rept. Nos. 282-283). 

49. Some members recommend to courts that ‘‘where there is no 
finding that the challenged conduct is required by regulatory goals 
but the agency has found the conduct not inconsistent with regulatory 
provisions * * *, even this agency approval, if in accord with regula- 
tory guides, warrants dismissal of the antitrust complaint” (Rept. 
No. 283). 

“Other committee members feel, however, ‘that, though agence 
approval of disputed conduct should normally bar its antitrust liti- 
gation, that fact alone in all cases may not warrant denial of antitrust 
relief’ ’’ (Rept. No. 283). 

50. Recommend to Department of Justice “broader and more for- 
malized liaison procedures’? with regulatory agencies ‘regarding 
complaints involving matters subject to their regulation’? (Rept. No. 
286). 

B. Agricultural Cooperatives 


51. Recommend to courts regarding agricultural cooperatives’ 
antitrust exemption that “where cooperatives attempt to or actu- 
ally obtain monopoly power by means not sanctioned by section 1 
of Capper-Volstead, the Sherman Act should apply even though the 
monopolized product’s price is not unduly enhanced” (Rept. No. 
311). 

2. Recommend to the Department of Justice and the Secretary 
of Agriculture: “first, the formulation of administrative criteria, par- 
ticularly for the guidance of smaller cooperatives, in determining 
whether or not particular conduct comes within the exemption; and 
second, a more formalized coordination between the Secretary and 
Government antitrust agencies for exchanging information involving 
complaints and investigations pertinent to agricultural cooperative 
charged with antitrust violation. In this way, possible conflicts 
between these agencies can be avoided or minimized” (Rept. Nos. 
312-313). 

VII. Economic indicia of competition and monopoly 


*53. Recommends to courts and enforcement agencies that ‘‘work- 
able or effective competition supplies no formula which can substitute 
for judgment. It suggests leads to data of significance, and a means 
of organizing the data bearing on the question ‘whether a given market 
of itself is sufficiently competitive in its structure and behavior to 
be classified as workably competitive. And it provides some bench- 
marks or criteria, representing somewhat different points of vantage, 
for the process of making that judgment’’ (Rept. No. 337) 

54. Recommend “that the Department of Justice and the Federal 
Trade Commission, in carrying out their enforcement and investi- 
gatory responsibilities, systematically examine the domestic market 
effects of tariffs and appropriately transmit their findings to the 
President, Tariff Commission, or the Congress. We recommend also 
that tariff legislation expressly recognize the purposes of the antitrust 
laws as one of the justifications for and objectives of both unilateral 
and negotiated tariff reductions” (Rept. No. 342). 
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VIIT. Antitrust administration and enforcement 


55. Recommended to the Division that, in demanding divestiture, 
it “bear in mind these guides: (1) It should not be decreed as a 
penalty; (2) it should not be invoked where less drastic remedies will 
accomplish the purpose of the litigation: (3) it is important to consider 
the effect of a possible resulant disruption upon the industry involved, 
its cognate markets, and the public needs in peace and war; (4) though 
we recognize it is not feasible to prepare before trial a final plan for 
effectuating such relief, we feel that once divestiture has been ordered, 
the Division must take account, in submitting a plan to effectuate the 
order, of its effect on the public as well as on the defendant and persons 
interested in it, as investors, customers, and employees. Such ap- 
praisal, we emphasize, seems a prime responsibility of any antitrust 
enforcement agency” (Rept. Nos. 355-356). 

56. Recommends that the Assistant Attorney General ‘designate 
ad hoc or continuing groups as the need and the problem at hand may 
suggest” to “review any matter submitted by the Assistant Attorney 
General on his own initiative or in response to the request of a potential 
or actual defendant.” Most members recommend: 

(a) Where a substantial question of policy or a serious doubt 
exists as to whether any proceedings should be instituted and, if so, 
whether such proceedings should be civil or criminal; 

“‘(b) Where important issues arise involving the relief of be sought 
in civil proceedings—either in advance of a complaint or at the close 
of litigation; 

‘““(c) Where deadlocks have arisen in the negotiation of consent 
judgments; 

‘““(d) Where proposals have been made by parties under investiga- 
tion for settlement by negotiation of a consent judgment prior to the 
filing of a complaint’”’ (Rept. No. 359). 

*57. Recommend to the Antitrust Division “‘prefiling negotiation 
whenever the Division deems it feasible for efficient enforcement” 
(Rept. No. 360). 

*58. Recommend that the Department continue “‘to negotiate con- 
sent judgments with fewer than all defendants’ (Rept. No. 360). 

*59. Recommend that “renewed and separate negotiation [of con- 
sent settlements] after agreement has once been reached should be 
minimized” (Rept. No. 361). 

60. Recommend that the Department should not require in all 
cases that defendants submit an “initial draft’ of a possible consent 
judgment (Rept. No. 361). 

61. Recommend that ‘In consent negotiation, the Department 
should not seek relief (1) deemed by the Supreme Court to transgress 
constitutional boundaries; or (2) which, in the particular case, could 
not be reasonably be expected after litigation’? (Rept. No. 361). 

62. Recommend to courts that ‘Each antitrust case, public and 
private, should be assigned, as a regular practice in all districts, 
promptly after the action has commenced to one judge for all purposes” 
(Rept. No. 362). 

63. Recommend to courts ““Where pleadings do not present issues 
of fact or law with sufficient particularity for efficient trial preparation, 
the court and counsel should promptly undertake to particularize the 
issues to be tried by some suitable procedure” (Rept. No. 363). 
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64. Recommend to courts that “If either party, in a private or 
Government case, anticipates the use of any discovery process, on an 
extensive or minor scale, with respect to some or all issues, the court, 
where feasible, should require a pretrial statement stating to its 
satisfaction the issues as to which discovery is sought. When ap- 
proved by the court after hearing, the pretrial statement, unless 
modified for a good cause, would constitute the plan for discovery 
and mark its permissible limits” (Rept. No. 363). 

65. Recommend to courts “In all civil Government proceedings, 
private actions or Federal Trade Commission hearings, the Oregon 
State Medical Society opinion (United States v. Oregon State Medical 
Society, 343 U. S. 326 (1952)) should be the guide where the proof 
offered by either party reaches back more than a reasonable number 
of years’”’ (Rept. No. 364). 

However, ‘The plaintiff should never be prevented from offering 
direct evidence of the commencement of an alleged antitrust offense— 
whether under the Sherman, Clayton, or Federal Trade Commission 
Acts—no matter when it occurred”’ (Rept. No. 364). 

66. Recommend to courts that ‘separate trials are desirable”’: 

‘“‘(a) In nonjury treble-damage cases, the issue of liability should 
be tried before the issue of damage. * * * 

“(b) Where the validity of patents is in issue, that issue should 
be segregated. * * * 

“(¢) Where the Government seeks dissolution, divesture, or other 
complex relief posing knotty economic problems, hearings on relief 
should be conducted after trial on the merits’? (Rept. No. 365). 

67. Recommend to the Department that it “conduct regular studies 
to determine whether its judgments have been effective to restore 
competition” (Rept. No. 366). 

68. Recommend to the Department that it “consent to judgment 
modifications where the defendant can show that a change in circum- 
stances makes its continuation unchange incompatible with antitrust 
goals” (Rept. No. 366). 

69. Recommend to the Department that where decree provisions 
“which, designed to dissipate the effects of past unlawful practices, 
ban conduct which would otherwise be lawful,’ the decree should 
include: ‘‘(1) a provision which expressly expires after a stated period, 
and (2) a provision under which defendants may after a stated period 
show that conditions have changed so that relief is no longer neces- 
sary” (Rept. No. 367). 

70. Recommend to the Department ‘‘no change in the existing 
procedures of the Department of Justice for advance clearances and 
releases’ but recognize ‘‘value of informal discussion of problems 
between counsel for the Department and for private parties’ (Rept. 
No. 368). 

71. Recommend the Commission continue its new orders governing 
consent settlement procedures which: 

“(1) Eliminates the previous requirement that consent settlements 
contain findings of fact or a statement of the alleged unlawful practices. 

(2) Permits disposition of a case by consent at any stage of the 
proceeding. 

““(3) Allows settlement of a case as to some or all of the issues or 
respondents, 
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“(4) Authorizes hearing examiners to accept or reject stipulations 
containing proposed consent orders, with acceptance subject to Com- 
mission review and with rejection subject to appeal to the Commission. 
However, such an appeal may be taken only if the trial staff joins 
with respondents i in seeking review” (Rept. No. 371). 

72. Recommend that the Commission continue its new judgment 
enforcement procedures involving: 

“(1) Closer coordination between the general investigation staff and 
those primarily responsible for compliance with orders, stipulations, 
and trade-practice rules. 

“(2) More frequent use of procedures for requiring the filing of spe- 
cial followup reports showing the manner and form of compliance with 
cease-and-desist orders. 

“(3) A more informative letter of notification to (a) respondents 
under orders and (b) parties to stipulations concerning the action taken 
in response to their reports of compliance. 

“(4) A more effective program for enlisting the cooperation of in- 
dustry members to effect industrywide observance of trade-practice 
rules” (Rept. No. 374). 

73. Recommend to Antitrust Division and Federal Trade Com- 
mission: 

(1) Extension of the present card exchange procedure to all pro- 
ceedings and rulings of both agencies. * * * 

“(2) To avoid duplicating — investigations, the investigative files 
should, to the extent permitted by existing law, be made fully avail- 
able to the otber. 

(3) Commission economists should regularly consult with their 
division counterparts * * *. 

(4) Antitrust investigs tors, now somewhat scattered through the 
Federal Bureau of Investigation, should be consolidated into a dis- 
tinctive unit of the Bureau and made readily available to the division 
and the Commission as well. 

(5) The two agency heads should regularly meet to review signifi- 
cant investigations contemplated or commenced, discuss what pro- 
ceedings, if any, should be brought, and which agency is best equipped 
to handle them. * * * 

(6) Both [agencies] should never for any reason, including differ- 
ences in views as to the law or the facts, proceed against the same 
parties for the same offense growing out of ‘the same factual situation” 
(Rept. No. 377) 

73. Caution courts against ‘‘unreliable estimates of damage, essen- 
tially based on speculation and guesswork contrary to the Bigelow 
requirement of a ‘just and reasonable estimate of the damage based 
on relevant data’ ” (Rept. No. 380). 


FEDERAL TRADE CoMMISSION, 
Washington, March 16, 1956. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


Dear Mr. CuHarrman: This is in further reply to your letter of 


January 27, 1956, in which you requested ‘a report advising how 
many of the administrative recommendations made by the national 
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committee have been adopted or otherwise followed by the Federal 
Trade Commission” and as to the recommendations adopted, a 
description of what effects each will have upon antitrust administra- 
tion and enforcement. 

Of the 73 general recommendations of the Attorney General’s 
National Committee To Study the Antitrust Laws referred to in 
your letter, many, as vou know, do not apply to the Federal Trade 
Commission but are addressed to the Congress, to the courts, and to 
the Department of Justice. 

Recommendations 2, 3, 36, 37, 39-49, 51, 62-66, and 73 (the second 
of two recommendations bearing the number 73) are recommendations 
to the courts. Numbers 50, 52, 55-61, and 67-70 are addressed ex- 
clusively to the Department of Justice. Recommendation No. 16 is 
addressed to Congress. In addition, insofar as the Federal Trade 
Commission is concerned, implementation of recommendation 54 
would require congressional action. Since the proposed study does 
not fall within the statutory functions assigned to the Federal Trade 
Commission, it would not be consistent with the public interest to 
divert any part of our limited appropriations to such work. 

Additionally, many of the recommendations in whole or in part 
represent endorsement by the National Committee of decisions, rul- 
ings, or procedures which had previously been issued or adopted by 
the F eder al Trade Commission. These recommendations include 1, 
17-21, 23-27, 29, 32, 35, and 71-73 (the first number 73). 

As to ha remaining recommendations, most could not result in 
affirmative action by the Federal Trade Commission in the absence 
of specific cases. Included in this category are 4-15, 22, 28, 30, 31, 33, 
34, 38, and 53. It is impossible for the Commission to state what it 
would decide until a case arises and the facts and circumstances have 
been developed. In any such proceeding, the decision of the Com- 
mission would be based upon the record in accordance with the terms 
of the Administrative Procedure Act. 

In view of the above, the Federal Trade Commission has not adopted 
any of the recommendations of the national committee. While this 
information satisfies the requirements of your request, I believe that 
additional information may be of value to your committee. 

The Commission cannot, in a vacuum, adopt or refuse to adopt any 
specific recommendation found in the report, for the Commission 
must decide each case before it on the merits of that particular case. 
Commission policy develops as a composite of the majority views of 
the Commission applied to individual cases coming before it for 
decision. 

Recommendations 12- 16 relate to trade or commerce with foreign 
nations. The Commission’s action reported in Export Trade Associa- 
tion Bulletin 1-55 of oo 15, 1955, with which you are fully familiar 
(see your letters of July 1 1955, and September 22, 1955, and Com- 
mission’s letters of July 26, August 16, September 30, ‘and November 7, 
1955), reflected the Commission’s view that the Webb- Pomerene Act 
and the Sherman Act must necessarily be administered as interrelated 
rather than contflic ‘ting statutes, and sought to bring the Commission’s 
administration of the Webb-Pomerene Act into conformity with ruling 
case precedents under the Sherman Act. Thus, it was held that, 
insofar as an export association enters into restrictive agreements with 
foreign competitors, those agreements will not be considered “in the 
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course of export trade” within the meaning of the Webb-Pomerene 
Act, and their lawfulness will be determined according to traditional 
Sherman Act criteria. The Commission will require elimination of 
such activities outside the scope of the Webb Act’s exemptions or, in 
the alternative, refer the matter to the Department of Justice for 
appropriate action. 

Recommendations 17-21 relate to enforcement of the Antimerger 
Act. The Committee is familiar with our work in this field. Eight 
complaints have been issued since June 16, 1952, but no final decisions 
have been made, although hearings have been completed in one case 
which is now awaiting decision by the hearing examiner and Commis- 
sion presenting of evidence has been concluded in two other cases. 
It would be improper for the Commission at this time to attempt to 
forecast the results in these cases. 

In order to strengthen its effectiveness in the merger field and 
generally under the Clayton Act, the Commission has recommended 
to Congress during this session specific changes in the Clayton Act. 

I hope that the above information will be of aid to your Committee. 
In the event that further information is desired, please do not hesitate 
to call upon me or upon any member of the Commission’s staff, all of 
whom have been directed to cooperate completely with congressional 
committee requests for information. 

By direction of the Commission. 

Joun W. Gwynne, Chairman. 


AppENDIx F 
Present Stratus or State Resate Prick Maintenance Laws 
(Prepared by American Law Division, Library of Congress) 


Forty-five States (all except Missouri, Texas, and Vermont) have 
enacted resale price-maintenance laws. In the following States, how- 
ever, the operative effect of these laws has been terminated either in 
whole or in part by adverse judicial decisions: 


Arkansas 

The nonsigner clause of the Arkansas Fair Trade Act (Stat. Ann. 
(1947) secs. 70-201 to 70-208) has been held void. Insofar as it 
operates to prevent a person, who has not signed a contract, from sell- 
ing his own property at a price agreeable to himself, which was 
appraised by the Arkansas Supreme Court as ‘‘a valuable property 
right”’ protected by the “due process’’ clause of the Arkansas consti- 
tution (art. 2, sec. 8), this act was deemed to be not “protective of the 
public welfare” and to constitute an invalid interference with ‘freedom 
of contract” (citing Coppage v. Kansas (1914) 236 U.S. 1). Without 
expressly acknowledging that the “liberty of contract’’ doctrine enun- 
ciated in the last mentioned decision subsequently had been overruled 
by the United States Supreme Court in Phelps Dodge Corp. v. Labor 
Board ((1941) 313 U. S. 177, 187) and in Lincoln Union v. North- 
western Co. ((1949) 335 U.S. 525, 535-536, 543-544), the Arkansas 
Supreme Court did so impliedly when it declared that it was in accord 
with the statement of the Georgia Supreme Court that “what the 
courts of other States have decided is not controlling, and this is one 
of the few powers left to States to decide for themselves regardless of 
what the Supreme Court of the United States may or may not have 
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decided” (quotation from: Cox v. General Electric Company (1955) 211 
Ga. 270; 85 S. E. 2d 514). 

Denying injunctive relief to a manufacturer of a branded, and fair- 
traded article, the Arkansas Supreme Court further stated that 
restraint of a nonsigner from exercising a constitutionally protected 
right cannot be justified as a permissible exercise of the police power 
in aid of the public welfare. Inasmuch as it discerned no “obvious 
and real connection” between this law and the ‘public health, safety, 
and welfare,” the Arkansas court therefore concluded that a legislative 
assertion in the preamble to this act that such relationship did exist 
would not suffice to render the law a reasonable exercise of the police 
power. Also rejected as unsupportable was the contention that the 
act was necessary to prevent ruinous competition caused by selling 
below cost. The dismissal of this line of justification also was said 
to have been unavoidable, according to the Arkansas court, not only 
because it did not believe that such prevention was “the purpose of 
the act,” but because the litigants had conceded, under an agreed 
statement of facts, that the offending nonsigner had realized a profit 
on his sale of the fair-traded product, notwithstanding his nonob- 
servance of the fixed price. Emphasizing that “the number of * * * 
trademarked articles * * * is increasing [and that] * * * there is 
nothing in the act to limit the extent of such increase,” the Arkansas 
court asserted that it could “think of no way in which the public 
welfare was being jeopardized under the system of freedom of compe- 
tition prior to 19: 37 [the date of enactment ‘of this law] which suggested 
the necessity or advisability of imposing the restrictions contained in 
[this act], and * * * [that it could] think of none that exists today.” 
The Arkansas court openly attributed the origin of this type of 
legislation, not “to any demand by the public” therefor, but to the 
active intervention of “‘a few manufacturers” and “special groups.” 

As to the scope to be accorded to this holding in the future, one can 
only speculate. In view of the emphasis placed upon the “liberty of 
contract” doctrine, it would seem logically to follow that a signer, 
having voluntarily affixed his name to a resale price maintenance 
contract, thereafter would be held by the Arkansas court to be es- 
topped from invoking that doctrine as a justification for evasion of 
contractual obligations willingly assumed, and, accordingly entailing 
no loss of liberty. Moreover the Arkansas court took cognizance of 
the fact that the offending nonsigner submitted— 


no contention * * * that * * * [the manufacturer] does 
not have a right under the act, to fix the price at which * * * 
[his fair- traded product] must be sold to the public provided 
it does so by written agreements with the retailers, either 
direct or through its wholesaler: 


and expressly announced that ‘‘no finding as to the constitutionality”’ 
of the act as applied to signers was being made. Yet in relating the 
nonsigner clause to the due-process provision of the Arkansas constitu- 
tion, this court added that ‘in doing so we do not intend to intimate 
that the other sections [of the act] are not relevant to the issue here”’ 
and, at a later point in its opinion, it emphasized that the Georgia 
decision heretofore cited, which seemingly voided resale price mainte- 
nance as an illegal price-fixing device, ‘‘expresses our view in regard to 
certain arguments which have been advanced” (Union Carbide and 
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Carbon Corp. v. White River Distributing Co. (1955) 275 S. W. 2d 
455-461; in which one concurring judge desired to “go further and 
say the entire act * * * is unconstitutional.” Expressly rejected in 
this case was the earlier Georgia doctrine that a fair-trade law, being 
in conflict with the Sherman Antitrust Act (U.S. C. 15:1), could not 
enjoy the exemption therefrom subsequently afforded by the McGuire 
Act (U.S. C. 15:45) until such State law has been reenacted). 


Colorado 


The nonsigner clause of the Colorado Fair Trade Act (Rev. Stat. 
Ann. (1953) sec. 55—-1-4) is unconstitutional for the following reasons: 
(1) the State legislature, consistently with its police power, may 
regulate prices charged only by a ‘“‘business affected with a public 
interest’’; and a seller vending a brand of sporting guns and ammuni- 
tion, not being within that category, cannot constitutionally be subject 
to such control; (2) being unable directly to fix the prices charged by 
the vendor of such commodities, the legislature is equally without 
constitutional authority to delegate to such vendor the power to 
establish resale prices and to alter the same according to his personal 
whim and for his own benefit; (3) even if it could be assumed that the 
State legislature was empowered to delegate price fixing authority 
to private merchants, the delegation contained in the Fair Trade Act 
would be constitutionally defective for the reason that no standard 
is set forth therein whereby prices, or, more particularly, the minimum 
and maximum limits thereof, may be determined; nor are business 
establishments subject to any compulsion as to whether they will 
exercise the discretion thus granted to them; (4) insofar as a purchaser 
not in privity with the uh is compelled to observe resale prices 
established by the seller, such purchaser is deprived of his liberty of 
contract without due process of law (Colorado constitution, art. 2, 
sec. 25); (5) the Fair Trade Act conflicts with the protection afforded 
by the Colorado constitution to free trade; and (6) a price-fixing as 
authorized by the act benefits neither retailers who refuse to sign or 
the consumer, for both are confronted with the suppression of price 
competition and a resultant increase in prices (Olin Mathieson Chemical 
Corp. v. Francis (1956) 301 P. 2d 139). 

Note.—Presumably the doctrine of freedom of contract could be 
invoked to sustain enforcement of the Fair Trade Act as against 
signers. Whether a ruling thus grounded would be consistent with 
the aforementioned decision condemning price fixing is open to serious 
question, however, for if the State” legislature is empowered neither 
to*regulate prices directly nor to*assist distributors to control the 
resale prices charged by nonsigning purchasers, it is difficult to under- 
stand how the legislature can be deemed competent to extend any 
statutory sanction to price fixing at the option of contracting parties. 


Florida 


In Miles Laboratories v. Eckard ((1954) 73 So. 2d 680) and Sterling 
Drug v. Eckerd’s of Tampa ((1954) 71 So. 2d 156), the Florida Appel- 
late Court (Supreme Court) disposed of Florida’s second fair trade law 
(Stat.’Ann. Supp. 1954) in the same manner as it had the first (Bristol 
Myers’ Co. v. Webb’s Cut Rate Drug Co. ((1939) 137 Fla. 508; 198 So. 
91); (See also Liquor Store v. Continental Distilling Corp. (1949) 40 
So. 2d 371, 377; and Sunbeam Corporation v. Masters of Miami (1955) 
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255 F. 2d 191, 200 (n. 3)). The existing law was_found to be sub- 
stantially identical with provisions of the earlier act previously held 
void; and its nonsigner clause again was invalidated on the ground that 
the real effect thereof was anticompetitive price fixing and not the 
protection of goodwill in trademarked products. T he law also was 
condemned as an invalid exercise of the police power for private use. 

In a separate concurring opinion, one judge appraised the clause 
embodying the dec laration of policy intended to justify the fair trade 
law and found it to rest on findings of facts “contrary to proven and 
firmly established truths.”’ He concluded that if the legislature, at 
the time of passage of both the first and the present law, had made 
findings that the economic structure of Florida was seriously endan- 
gered ‘and that an e mergency necessitating passage of such legislation 
existed, a more effective legal defense of the law could have been 
provided, but only insofar as such findings could be squared with the 
truth. But such findings, if made at a time when the people of Florida 
in fact were enjoying unprecedented prosperity, as they were in 1949 
and 1953, the years in which the two laws were enacted, patently 
would have been contrary to self-evident fact; and therefore, in his 
estimation, no support in favor of the validity of these acts could be 
derived therefrom. 

Subsequently, a Florida trial court sustained the existing Florida 
statute, as applied to offending signers, as valid under both the Florida 
and United States Constitutions, and, on appeal therefrom, the Florida 
Appellate Court refused certiorari; that is, refused to review on the 
merits the trial court’s holding (Chase and Sherman v. Sunbeam Corp.; 
Dade County circuit court; July 1, 1953; 1953 Trade Cases, par. 67, 
524; cert. den., (1954), 73 So. (2d) 714). 

More recently, in an equitable action instituted by the Sunbeam 
Corp. to enjoin Masters, Inc., of Miami, a nonsigning discount house, 
from inducing a tortious breach of contract on the part of dealers 
who had signed agreements with the plaintiff, whose policy, it was 
alleged, was to sell only to signers, and who therefore contended that 
the defendant must have acquired the plaintiff’s fair traded appliances 
only by wrongfully inducing signers in other States to part with 
such products, a United States Court of Appeals for the Fifth Circuit 
refused to grant relief. Although this Federal court took cognizance 
of the refusal of the Florida Supreme Court to review the last men- 
tioned Florida trial court’s upholding of the Florida act against 
signers, it concluded 


that the constitutional theories repeated in so many * * * 
[the Florida] decisions would be more consistent with declar- 
ing the entire act invalid. And just as denial of certiorari 
by the United States Supreme Court carries no implication 
concerning the merits of the case, * * *, we do not think 
we are required to regard the [Florida] circuit court decision 
decided in the Chase and Sherman case as the law of Florida, 
in view of the [Florida] supreme court’s strong and consistent 
declarations that as a constitutional matter, the public policy 
of Florida is opposed to this scheme of price maintenance. 
We think it may well be that fair trade contracts are unen- 
forcible in Florida even between the parties * * * 
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The theory of tortiously inducing a breach of contract by signers, 
according to the Federal court, appears to have been repeatedly 
invoked by distributors “of fair traded goods * * * asa result of the 
growing tendency of State courts to condemn attempts to prevent 
nonsigners from selling below list prices.”” To this Federal court, this 
theory had “‘little merit, ” and accordingly it refused to be guided by 
another Florida trial court which ‘ ‘recently granted an injunction 
against sales at less than fair trade prices where it was proved that 
nonsigning defendants had induced the breach of * * * [written] 
fair trade contracts” (citing Union Underwear Co., Inc. v. Rayvis, 
Circuit Court, Dade County; January 28, 1955; 1955 Trade Cases, 
par 68,051; from which no appeal was taken). The last mentioned 
ruling was deemed by this Federal Court to be “entirely contrary to 
the rule of public policy set out in” cases decided by the Florida Su- 
preme Court and also in conflict with section 774 of the restate- 
ment: Torts. As its final conclusion, this Federal court stated that 
‘whether the source of supply which "Masters of Miami, Inc., enjoys 
is in Florida, New York (where the Fair Trade Act is valid even as 
againsy nonsigners), or the District of Columbia (which has no Fair 
Trade Act), no action can be brought in Florida; [for] * * * it is 
settled law that no foreign tort action contrary to a strong public 
policy of the forum state can be maintained [Restatement: Conflict of 
Laws section 612]; [nor does] the full faith and credit clause * * * re- 
quire Florida courts to enforce such a foreign cause of action, if any 
there is’’) Sunbeam Corporation v. Masters of Miami (1955) 225 F. 2d 

191, 196-198; one judge dissenting as to the correctness of the afore- 
mentioned interpretation of Florida public policy, and citing in sup- 
port of his contrary holding, a pending Federal court decision, Sun- 
beam Corporation v. Rotenberger (October 2, 1953), southern district of 
Florida, No. 5125, M. Civil, m accord with the last cited Florida trial 
court decision). 

Georgia 
The Georgia fair-trade law which was rendered inoperative in 
Grayson-Robinson Stores v. Oneida Limited ((1953) 209 Ga. 613; 
5 S. E. 2d 161; cert. den., 346 U. S. 823), was superseded by a new 
fair-trade law enacted in 1953 (Laws 1953, Nov. sess., pp. 549-556; 
Code Ann. (Supp. 1954) sees. 106-401 to 106-410). 

Unlike the old law the new act contains a declaration of public 
policy in its initial section wherein the Legislature of Georgia stated 
that the public interest and general well-being of the State would 
best be served by resale price maintenance, that without it small 
merchants could not survive and monopoly would be fostered, that 
fraudulent manipulation of prices enables the manipulator to deceive 
the consumer and ultimately to extort from the latter an excessive 
profit on the sale of unbranded articles, that through stimulation of a 
wider distribution of competitive commodities through this law, pro- 
duction will be increased and distribution costs lowered, with resulting 
benefits to employees and consumers, that trademarks, brands, and 
the goodwill associated therewith are property entitled to the pro- 
tection afforded by this law, and that adoption of this law is to be 
viewed as an exercise of the police power to enhance well-being and 
to protect the right to enter into private contracts. One other pro- 
vision discernible in the new law and not found in the old is an 
exemption of resales below the minimum contract price made by 
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person who is not a wholesaler, retailer, or engaged in dealing” in 
covered commodities. Also, under the new law, the attorney general, 
whenever he finds that a covered commodity is not in open compe- 
tition with commodities of the same general class distributed by a 
competitor of the vendor, may sue to restrain enforcement of the 
contract covering the first commodity; and the trial court may grant 
the relief sought. 

As in the case of the Florida act, which contained a similar declara- 
tion, the aforementioned statutory innovation produced no beneficial 
results; for in Cox v. General Electric Company ((1955) 211 Ga. 270; 
85 S. E. 2d 514), a case involving an attempt to enjoin a price-cutting 
nonsigner, the Georgia Supreme Court again ruled that the authoriza- 
tion in the statute permitting a manufacturer to fix the prices at which 
a nonsigner could distribute the former’s branded products was vio- 
lative of the due process clause of the Georgia constitution (art. 1, 
sec. 1, par. 3). Although conceding that it was “not * * * concerned 
with what the situation would have been if there had been a contract 
between the parties, because that question * * * [was] not now 
before” it, the Georgia court, in reliance upon an older Georgia 
decision which held unconstitutional statutory price-fixing not ap- 
plicable to a ‘“‘business affected with a public interest,” asserted that 
if milk as to which a price-fixing regulation had previously been held 
unconstitutional, was deemed not to be so affected, then electrical 
appliances sold by General Electric obviously were not (citing: Harris 
v. Duncan (1951) 208 Ga. 561; 67 S. E. 2d 692 relating to the price- 
fixing statute pertaining to milk). In addition, it emphasized that 
‘if the general assembly cannot authorize a board created by the 
State to fix prices [of milk], certainly it cannot give this right to an 
individual,” as it has sought to do by the terms of the Fair Trade 
Act. Rejected as without merit was the contention that the fair 
trade law was “not a price-fixing statute, but * * * [one] enacted 
for the purpose of protecting the manufacturer in his trade name and 
trademark,’”’ and as to which “the price-fixing feature * * * [was] 
simply incidental.” Also rejected as contrary to fact were the legis- 
lative findings incorporated into the preamble of the act as a justifica- 
tion of its adoption. To one judge who dissented, however, these 
findings were viewed as an adequate defense and as a basis for dis- 
tinguishing the present act from the milk control regulation voided in 
Harris v. Duncan, and from the first Fair Trade Act hitherto voided 
on other additional grounds in Grayson-Robinson Stores, Inc. v. Oneida 
Ltd. ((1953) 209 Ga. 613; 75 S. E. 2d 161). 

Note.—If Georgia, consistently with the due process clause of its 
own constitution, cannot regulate the price at which milk may be sold, 
nor authorize sellers to fix the price at which their trademarked 
products may be resold by dealers who refuse to enter into resale price 
maintenance contracts, then it is difficult to foresee on what tenable 
basis the Georgia court could uphold those clauses in the Fair Trade 
Act which are limited in their application to signers. At the risk of 
inconsistency presumably even the latter result could be reached by 
invoking the principle of freedom of contract. 


Indiana 


A trial court has held void the Indiana Fair Trade Act (Stat. Ann. 
(Burns, 1951) sees. 66-301 to 66-309) on the ground that it “is uncon- 
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stitutional as to the title of said act, and is otherwise in derogation of 
the provisions of the’ Indiana constitution. No supporting reasons 
were set out in this opinion. Bargain Barn, Inc., v. Arvin Industries, 
Inc., and Rose Tire Company, Inc. (Superior Court of Marion County, 
Cause No. C-5007; June 17, 1955; 1955 Trade Cases, par. 68,074). 


Kentucky 

According to a Kentucky trial court, the nonsigner clause of the 
Fair Trade Act (Rev. Stat. (1953) secs. 365.080; 365.090) cannot be 
sustained as a reasonable exercise of the State’s police power; and 
conflicts with the following provisions of the Kentucky constitution: 
(1) the due process clause (sec. 13); (2) sections 1-2 of the Bill of 
Rights which proscribe the exercise of arbitrary power over the 
liberty and property of individuals; and (3) the prohibition, in section 3 
thereof, of a grant of special privilege to anyone. 

Construing section 198 of the State constitution as embodying the 
concept of free trade “unrestrained by anticompetitiv shackles,” the 
court concluded that price fixing, ‘‘which is the overriding purpose” 
of the act, cannot be reconciled therewith. By reason of constitutional 
limitations, the State legislature, under the guise of exercising its police 
power, cannot vest in a seller arbitrary power to restrain those not 
contracting with him from acquiring the seller’s products and reselling 
them at such prices as they choose. 

Contending that Fair Trade Acts as drafted restrain all nonsigners 
who receive notice of the seller’s fair trade policy and do not exempt 
resales at less than the fair-traded price made by purchasers who were 
ignorant of said policy at the time of their acquisition of his products, 
the trial judge obscures the import of this observation by thereafter 
asserting that “an individual who acquires property without knowl- 
edge of any restraint against it has the right to resell it at whatever 
price he chooses.”’ Inasmuch as the defendant in the instant case 
was notified of the seller’s price policy after acquiring the seller’s 
merchandise, the trial judge, by the last quoted statement, appears 
not to have answered clearly the question whether his invalidation of 
the nonsigner clause also protects offending nonsigners whose knowl- 
edge of the seller’s price maintenance policy was obtained at the time 
of acquisition of the latter’s products. 

With reference to the defendant’s allegation that he would be 
willing to observe General Electric’s resale price schedule if he could 
purchase directly from General Electric rather than through its des- 
ignated distributors, the trial judge, after conceding a constitutional 

right to refuse to sell and to select one’s customers, ruled that a seller r, 
to be entitled to injunctive relief, must do equity. In other words, 
General Electric was not entitled to a decree restraining the defendant 
from deviating from its resale price schedule as long as it refused to 
supply the defendant directly and thus make compliance by the 
retailer economically more attractive (General Electric Co. v. American 
Buyers Cooperative, Inc., 1956 Trade Cases, par. 68,341; Circuit Court, 
Jefferson County, May 21, 1956). 

By employing a markedly different, and rather unconventional line 
of reasoning, a United States district judge for the western district of 
Kentucky also determined that the nonsigner clause of the Kentucky 
Fair Trade Act is void and inoperative. His decision embraced the 
following conclusions: (1) the Kentucky Fair Trade Act, having been 
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enacted at a time when no Federal enabling legislation, such as the 
Miller-Tydings amendment, was in existence, was invalid both as an 
improper exercise of the police power as well as by reason of the State’s 
obligation under the national supremacy clause of the Federal Con- 
stitution (art. 6) to observe the restriction against price fixing of articles 
moving in interstate commerce as set forth in the Sherman Act 
(U. S. C. 15:1); (2) the Federal McGuire-Keogh Act (U. S. C. 15:45) 
and the Kentucky Fair Trade Act, insofar as they sanction enforce- 
ment of resale price maintenance contracts against nonsigners are 
violative of the due-process clause of both the Federal (amendments 
5, 14) and Kentucky (sec. 13) constitutions (citing: Dr. Miles Medical 
Co. v. John D. Park and Co. ((1911) 220 U. S. 373); Carter v. Carter 
Coal Co. ((1936) 298 U. S. 238); Shechter Poultry Corp. v. United 
States ((1935) 295 U.S. 495)); (3) and the notion that a purchaser of 
a trademarked article acquires ownership only of the article but not 
the trademark or the goodwill of the manufacturer is a legal fiction. 
Commonsense requires that the purchaser obtain a complete property 
right as to the article; and any legislation which imposes a limitation 
on the ownership of personal property and restricts the use or sale of 
that property, except as to restraints originating from contracts volun- 
tarily entered into, effects a deprivation of property without due 
process of law. 

In holding the McGuire-Keogh Act, insofar as it attempted to 
extend the operative effect of the nonsigner clauses of State fair-trade 
laws, to be unconstitutional, this judge doubtless was influenced by 
the fact that the Supreme Court had never reviewed on the merits the 
decision of the Federal court of appeals upholding that act in its 
entirety (Schwegmann Bros. Giant Supermarket v. Eli Lilly and Co. 
(1953) 205 F. 2d 788; cert. den., (1953) 346 U. S. 856; rehearing den. 
(1953) 346 U. S. 905). Until the Supreme Court passes directly on 
the constitutionality of the application of the McGuire-Keogh Act to 
nonsigner clauses in State fair-trade laws, the validity of these clauses 
is still governed, in his estimation, by the adverse decisions contained 
in the Dr. Miles Medical Co. Case, op. cit., and Schwegmann Bros. v. 
Calvert Corp. ((1951) 341 U. S. 384). It should be noted, however, 
that neither of these decisions turned on an issue of constitutional law; 
and both are limited entirely to construction of the Sherman Act and 
the Miller-Tydings Amendment thereto (U. S. C. 15: 1). Likewise 
the recent decision of United States v. McKesson and Robbins ((1956) 
351 U.S. 305, 310) upon which this judge also relies for support is 
totally unrelated to the constitutional question which he has attempted 
to resolve. The last-mentioned case involves only an interpretation 
of the Sherman antitrust law (U. S. C. 15: 1); specifically, whether 
horizontal price-fixing, originally condemned in that law, was included 
in the exemption therefrom afforded by the Miller-Tydings and 
McGuire Acts. Indeed were the latter observation not correct, the 
judge would have been in error in stating that the constitutionality of 
the latter statute had never been finally adjudicated (Sunbeam Corp. 
v. Richardson, 1956 Trade Cases, par. 68, 407; July 16, 1956). 
Louisiana 

Injunctive relief against a price-cutting nonsigner was denied on 
the ground that the Louisiana fair-trade law as applied to nonsigners 
(Rev. Stat. Ann. (West, 1951) title 51, sec. 394) is violative of article 








132 SEVENTH ANNUAL REPORT ON SMALL BUSINESS 


3, section 1, of the Louisiana constitution proscribing delegation of 
legislative power to private persons. That the power to regulate 
private business by coercive price fixing is a legislative function which 
cannot be surrendered to private business establishments was de- 
clared to embrace a constitutional issue not considered by the United 
States Supreme Court in its most recent decision (Schwegmann Bros. 
Giant Supermarket v. Eli Lilly and Co..(1953) 346 U. S. 856) nor ever 
previously reviewed by the Louisiana Supreme Court (Pepsodent Co. 
v. Kraus (1942) 200 La. 959; 9 So. 2d 303). The statutory au- 
thority whereby fair traders controlled the resale prices of merchants 
not in privity of contract with the former thus having been elimi- 
nated, noncontracting parties were to be viewed as having acquired 
their merchandise subject to no conditions whatever as to resale 
price, and hence were entitled to the protection afforded by article 
491 of the Louisiana civil code which stipulates that perfect owner- 
ship gives to the owner the right to use and dispose of his property 
without limitation. The fair-trade distributor’s contention that but 
for the State antitrust law it possessed the right to impose a lien or 
servitude on its commodities which would bear upon free distribution 
by third parties not in privity of contract was rejected for the reason 
that a “covenant running with the article’ is unknown in Louisiana 
law (Dr. G. H. Tichenor Antiseptic Co. v. Schwegmann Bros. Giant 
Supermarkets, June 29, 1956; 1956 Trade Cases, par. 68,400). 
Note.—Whether resale price agreements will be sustained as against 
signers presumably will depend upon whether the Louisiana court 
views voluntary price-fixing by contract as an exercise of liberty 
guaranteed by the due-process clause of the Louisiana constitution or 
as dependent for its validity upon statutory authorization. Under 
the latter view the signer clause also would appear to embody a 
prohibited delegation of legislative power to private individuals. 


Michigan—inoperative as to nonsigners, and probably, entirely void 

In a suit brought by a Michigan corporation, which manufactured 
and sold nationally a trade-marked brand of fishing tackle, to enjoin 
the resale by the defendant, a Detroit retailer, of the manufac turer’s 
fair-traded articles below the minimum fixed price, the Michigan 
Supreme Court ruled that, as applied to nonsigners, the Michigan 
resale price maintenance law (Comp. Laws (1948) sees. 445.151- 
445.154) was violative of the due-process clause of the Michigan 
constitution (art. 2 sec. 6). Strictly speaking, the authority of this 
opinion is limited to the result reached therein; namely, the exemption 
of nonsigners, but in drafting this opinion the Michig: in Supreme Court 
intimated very clearly that it was in accord with the Florida and 
Georgia courts and that, according to its standards of appraisal, price 
maintenance, except when sanctioned for a business affected with a 
public interest, bears no relation to any legitimate police-power 
objectives, health, safety, and morals, and therefore is productive of 
an arbitrary deprivation of liberty and property without due process 
of law (Shakespeare Co. v. Lippman’s Tool Sporting G. Co. (1952) 33 
Mich. 109; 54 N. W. (2d) 268). This decision was rendered shortly 
after passage of the McGuire-Keogh Act. 

In Argus Cameras v. Hall of Distributors ((1955) 343 Mich. 54; 72 
N. W. 2d 152), the Michigan Supreme Court, by a 4 to 3 vote, refused 
to enjoin price-cutting nonsigners from acquiring fair-traded articles 
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by inducing other wholesalers and retailers to breach their written 
resale price-maintenance contracts with the manufacturer of said 
articles. Relying upon its prior decision in Shakespeare Co. v. 
Lippman’s Tool Shop Sporting Goods Co. ((1952), 334 Mich. 109; 54 
N. W. 2d 268), in which the application of the Michigan law to non- 
signers was held unconstitutional, the majority ruled that the plaintiff 
had failed to state a case for equitable relief, and that, accordingly, 
nonsigners cannot be enjoined from acquiring fair-traded products 
from signers and thereafter selling these products at prices below 
those established in the signers’ contracts. 

In dissenting, the minority judges contended that the case should 
have been settled in conformity with the common-law principle 
hitherto applied in Michigan; namely, that “unlawful interference 
with another’s contract rights constitutes an actionable tort.”” In 
accordance with this rule, a defendant guilty of such interference, 
in their opinion, ought to be held liable unless he can show justification. 
Although no evidence had been introduced in the trial court as to 
how defendants had obtained the fair-traded products, the dissenters 
maintained that a legitimate inference of tortious conduct arose 
from the fact that the plaintiff sold its product only to signers. Con- 
ceding that under the Shakespeare case, nonsigners are not bound 
by resale price maintenance contracts, the minority did not view the 
latter decision as “leaving nonsigners free to engage in what is other- 
wise tortious activity.” 

Noting that the plaintiff’s sales had declined in Michigan during a 
period when its national sales were rising, and that this loss in Michigan 
was attributable principally to the fact that other Michigan dealers 
who had observed their contracts either had been driven from business 
or were discontinuing the sale of the plaintiff’s cameras, the minority 
foresaw that ‘“‘a concern that sells a fair-trade article at below the 
minimum agreed price may drive out legitimate dealers and thus 
create a monopoly.’”’ On the basis of such reasoning the dissenters 
therefore concluded that the property rights of the plaintiff could 
“best be preserved” by sustaining the trial judge’s grant of “tempo- 
rary injunctive relief.” 

The decision of the Federal Court of Appeals in Florida could be 
distinguished, according to the dissenters, on the basis of differences in 
the judicial and legislative history of the Florida and Michigan Fair 
Trade Acts. ‘Thus, in the Shakespeare case, the Michigan Supreme 
Court was viewed as having limited its decision solely to the validity 
of the nonsigner clause; whereas the Florida State courts were deemed 
to have “expressed repeated and sweeping judicial condemnation of 
fair trade.’”’ On the basis of such distinction, section 774 of the 
restatement of torts, relied upon so extensively by the Federal Court 
of Appeals in Florida, was held to be inapplicable in Michigan. 

In a suit involving the same set of facts, but adjudicated prior to 
the Argus Cameras decision of the Michigan Supreme Court, a United 
States district court construed the Michigan Fair Trade Act as 
warranting issuance of an injunction to restrain price-cutting non- 
signers from tortiously inducing wholesalers and retailers to breach 
their resale price maintenance contracts with the manufacturer 
(Sunbeam Corp. v. Economy Distribution Co. (1955) 131 F. Supp. 191). 
Subsequently to the Argus Cameras decision, the Federal district 
court in Michigan has conformed its interpretation of the Michigan 
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Act to that of the Michigan Supreme Court (Sunbeam Corp. v. 
Hall of Distributors (1956) 142 F. Supp. 609). 


Nebraska 


In two cases involving a petition for injunction sought by a manu- 
facturer of fair-traded articles against a price-cutting nonsigner, the 
Nebraska appellate court held the Nebraska Fair Trade Act entirely 
void (Rev. Stat. (1952), secs. 59-1101 to 59-1108). This conclusion 
of total invalidity appears to rest principally on one procedural 
deficiency which might possibly be remedied by reenactment of this 
statute minus the nonsigner clause. For obvious reasons, however, 
exclusion of a nonsigner clause would destroy any inducement for 
enactment of a second law; and on the basis of the appraisal previously 
made of reasoning comparable to that employed by the Nebraska 
court there are grounds for predicting that the court would also void 
even a signer clause. 

The initial procedural defect discerned by the court was the failure 
of the legislature to conform the Fair Trade Act to the requirement of 
article 3, section 14 of the Nebraska constitution which provides that 
‘no bill shall contain more than one subject, and the same shall be 
clearly expressed in the title; and no law shall be amended unless the 
new act contain the section or sections as amended and the section or 
sections so amended shall be repealed.”’ As a consequence the court 
ruled that the act was void ab initio (1) because its title does not em- 
brace subject matter contained in its ‘inducing section” (the non- 
signer clause, sec. 59-1105); (2) because the law refers to more than 
one subject matter; and (3) because in addition, this deficiency was 
not rectified by incorporation of the act into a later code revision for 
the reason that the act, being otherwise unconstitutional as to content, 
i. e., the nonsigner clause, was included in that code without reference 
to its title. More specifically, the aforementioned deficiency resulted 
from the fact that the act, as originally enacted in 1937 (Laws, 1937, 
ch. 136) contained 9 major sections, 8 of which were codified as the 
Fair Trade Act, and 1 of which was added to the existing antimonopoly 
provision (sec. 59-801) as an amendment thereof for the purpose of 
exempting the act from this restraint of trade prohibition (sec. 59-810). 
This arrangement was interpreted as making the act broader than its 
title and violative of article 3, section 14. As additional support for 
the latter conclusion the court accepted the contention of the de- 
fendant-appellee that the nonsigner clause (sec. 59-1105) is in conflict 
with, and neither amends nor repeals, the antimonopoly provision 
(sec. 59-801) which as amended by this act, exempts contracts exe- 
cuted under the authority of this act but fails to except combinations 
attempting to restrain trade among parties other than signers of such 
contract. 

After developing this conclusion, which by itself sufficed to void the 
act in its entirety, the court then advanced to a consideration of the 
validity of the substantive provisions of the act, and in the course 
thereof stated the following conclusions: 

(1) The act is not violative of the ‘‘due process” clause of amend- 
ment 14 of the United States Constitution; 

(2) The constitutionality of the signer clause (sec. 59-1102) was 
not brought into question, except insofar as the previously mentioned 
requirements of the Nebraska constitution (art. 3, sec. 14) were not 
met; 
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(3) The issue of unconstitutional delegation contrary to the 
Nebraska constitution was held not to embrace price-fixing contracts 
as between producer and retailer, either with or without prescription 
of standards, but rather the effect of the extension of the obligations 
between contracting parties to persons who are not parties (i. e., 
nonsigners) to such contracts. ‘The validity of signed contracts such 
as are contemplated by sec. 59-1102 have been upheld.” Also elim- 
inated from consideration was the contention of illegal price-fixing, 
contrary to article 1, section 16 of the Nebraska constitution, on the 
part of a fair trader and those who sign contracts with him; 

(4) As to the illegal price-fixing contention, as limited to the 
nonsigner clause (sec. 59-1105), the court held that the effect of this 
clause was to permit 1 producer and 1 retailer to do on behalf of a 
class of retailers that which this class was forbidden to do as a class; 
to wit, horizontal price-fixing among retailers. The nonsigner clause 
further was held to permit an unconstitutional destruction of the 
rights of a nonsigning retailer freely to resell fair traded articles and 
unlawfully to immunize “against competition between and among 
retailers handling such” articles. On the basis of these observations 
the court was of the opinion that the nonsigner clause violated the 
Nebraska constitution by granting a “‘special privilege and immunity,”’ 
contrary to article 1, section 16 thereof; that is, that the privileges 
conferred by this act were limited wholly to contracting parties under 
the signer clause (sec. 59-1102); 

(5) The nonsigner clause is destructive of the liberty guaranteed 
by the “due process” clause of the Nebraska constitution (art. 1, sec. 
3), whereunder persons are free to conduct their business and handle 
their property unhampered by “arbitrary and unreasonable restraint,” 
and 

(6) Inasmuch as the legislature itself cannot fix prices charged by 
a business not affected with a public interest, it follows that it cannot 
delegate such an unconstitutional power to private groups (McGraw 
Electric Company v. Lewis and Smith Drug Co. ((1955) 159 Nebr. 
703; 68 N. W. 2d 608); General Electric Company v. J. L. Brandeis 
and Sons ((1955) 159 Nebr. 736; 68 N. W. 2d 620)). 

Oregon 

Invalidity of the nonsigner clause of the Fair Trade Act (Rev. 
Stat. 1955, sec. 643.370) has been rested by the Oregon Supreme 
Court on both Federal and State grounds. Notwithstanding a 
declaration that it proposed to “decide the issue * * * solely in the 
light of the provisions of our own State constitution,” the court in 
subsequent pages of its opinion ruled that the clause also violates the 
due process clause of the Federal Constitution (Am. 14). Alluding 
to Justice Douglas’ statement in Schwegmann Bros. v. Calvert Corp. 
((1951) 341 U.S. 384, 389), that “when retailers are forced” by State 
law (nonsigner clause) ‘‘to follow a parallel price’ and “to abandon 
price competition, they are driven into a compact in violation of the 
spirit of the proviso (in the Sherman Act (U.S. C. 15: 1) and reiterated 
in the Miller-Tydings and McGuire-Keogh Acts (U. S. C. 15: 45)) 
which forbids ‘horizontal’ price fixing,” a majority of the judges on 
the Oregon court intimate that perhaps the MeGuire-Keogh Act is 
not to be construed as affording nonsigner clauses any exemption from 
the Sherman Act’s ban on price fixing. However, these judges append 
to this suggestion the statement that “it is not for this court to say 
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whether or not the McGuire Act met the objections to nonsigner 
liability so ably stated in Schwegmann Bros. v. Calvert Corp.; [and] 
oe) we the Supreme Court decides this matter, it remains an 
open question.” 

Moreover, the nonsigner clause was held to conflict with the Oregon 
constitution for the following reasons: (1) Being ‘designed to destroy 
competition at the retail level’ and embodying “statutory price fixing 
by compulsion,” the nonsigner clause violates article 1, section 20, 
which protects the owner of property in his right to resell it at such 
price as he chooses; (2) only price fixing directed at businesses affected 
with a public interest is within the competence of the legislature; 
(3) the clause has no substantial relation to police power objectives: 
public health, safety, or morals, but, on the contrary, rests on an 
unsupportable theory that fixed, minimum resale prices are necessary 
to protect both the good will of the trade-mark owner as well as the 
public w elfare ; and (4) by conferring upon private business the power 
to fix and enforce resale prices to be observed by nonsigners, the 
clause violates article 1, section 21 whereunder the legislature is for- 
bidden to delegate legislative authority to private citizens. In a 
concurring opinion three judges of the Oregon Supreme Court would 
have invalidated the clause solely on the ground of illegal delegation 
of legislative authority (General Electric Co. v. Wahle (1956) 62 Oreg 
(advance sheets) 725; 296 P. 2d 635). 

Note: Speculative ‘comment as to future enforcement of the Fair 
Trade Act against signatories of resale price maintenance contracts 
is unwarranted in this instance. Albeit in a dictum, the Oregon court 
expressly declared that “by virtue of the provisions of the Miller- 
Tydings Act (50 Stat. 693; U. S. C. 15: 1) and the later McGuire 
Act (66 Stat. 632; U. S. C. 15: 45), no question can be raised as to 
the constitutionality of Oregon’s Fair Trade Act as it applies to the 
actual parties to a contract * * *,” 


South Carolina 


A trial court has ruled that the South Carolina Fair Trade Act 
(Code Ann. (Michie, 1952), secs. 66-91 to 66-95) is inoperative be- 
cause, having been enacted _ to passage of the Miller-Tydings 
Act (50 Stat. 693 (1937) U.S. C. 15:1) and the McGuire Act (66 Stat. 
632 (1952) U.S. C. 15: 45 (a, 3), it was void ab initio because of con- 
flict with the Federal Sherman antitrust law (U. 5. C. 15: 1, ete.) 
and also because under such circumstances it would offend the suprem- 
acy (art. 6, clause 2) and commerce clauses (art. 1, sec. 8, clause 3) 
of the United States Constitution, and not having been reenacted 
after passage of the McGuire Act, it (the South Carolina law) remains 
invalid. Neither the removal of the consitutional objection whereby 
that statute had been rendered void, nor passage of the McGuire Act 
was deemed effective, by operation of law and without reenactment of 
the South Carolina Act, to restore validity to the latter. The fact 
that the State law was included in the South Carolina Code, officially 
adopted on January 8, 1952, but prior to passage of the McGuire 
Act on July 14, 1952, also was held insufficient to impart validity to 
the State law. 

Moreover, on the merits, the trial court ruled that the nonsigner 
provision Code Annotated (Michie, 1952) sections 66-94 is violative 
of the due-process clause of the South Carolina constitution (art. 1, 
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sec. 5) by reason of its deprivation of an owner of property of his con- 
stitutional right to fix the price at which he will sell such property. 
Furthermore, on the basis of the special privilege which the act con- 
fers on purveyors of branded articles (as distinguished from sellers of 
nonbranded items), without reasonable justification for such classifi- 
cation, the statute also was declared to be in conflict with the equal- 
protection clause of the South Carolina constitution (art. 1, sec. 5) 
and with other restrictive provisions thereof prohibiting a delegation 
of legislative power to private persons (art. 3, sec. 1). ‘As a delega- 
tion of legislative power the act [was said to] fail for two reasons: 
(1) It is a delegation to private individuals, not to a governmental 
agency, contrary to all established precedent; (2) the act prescribes 
no standards and lays down no yardstick to be applied to the exercise 
of this unwarranted power. ‘The price may be fixed * * * arbi- 
trarily, capriciously, or unwisely without regard to the interests of 
the public. Under our system of free enterprise the safeguard against 
arbitrary price fixing has always been free competition among pro- 
ducers, a safeguard which the act would eliminate.” 

In reaching these conclusions the trial court also expressed its 
accord with the two Georgia decisions heretofore cited; the first, on 
the need for reenactment, and the second, on the invalidity of fair 
trade acts, at least as applied to a nonsigner, as a prohibited form of 
price-fixing by businesses not affected with a public interest. Other 
determinations approved by this court embraced the following: (1) 
Fair trade acts do not have as their primary purpose “the protecting 
of the property right of the trademark owner in bis goodwill,” and 
this deficiency therefore “affords * * * [no] rational basis for classi- 
fying trademark owners separately from other sellers’; (2) ‘“‘that the 
goodwill of a producer is [not] adversely affected by a sale below mini- 
mum prices; [nor] * * * enhanced by an artificially controlled price,”’ 
and any contention to the contrary is negatived by the fact that the 
seller [Westinghouse] ‘‘reserved the right to withdraw commodities 
from its resale price schedule at will” and thereby conceded that “‘its 
commodities may be sold without a fixed resale price without harm 
to its trademark,” and (3) that there is no justification for permitting 
“a producer and a retailer, by entering into a resale price agreement, 
to accomplish indirectly what * * * dealers as a group may not 
accomplish directly,’”’ by virtue of the fact horizontal price fixing is 
proscribed by the antitrust laws; and (4) “that another inherent evil 
of” resale price maintenance statutes is that ‘enforcement [thereof] 
is not vested in a governmental * * * body,” and as a consequence, 
“private persons * * * are given absolute discretion as to enforcing 
the fixed resale price of an article * * * [or] to refrain from enforce- 
ment * * * with resulting Jack of property safeguards against arbi- 
trary [or discriminatory] enforcement” (Rogers-Kent, Inc. v. Westing- 
house Electric Corp., Richland County Court; July 7, 1955; 1955 Trade 
Cases, par. 68,084). 

Utah 

The nonsigner clause of the Utah Fair Trade Act (Code Ann. (1953) 
sec. 13-4-6) is unconstitutional for the reason that its enforcement 
would sanction price fixing contrary to the antimonopoly provision of 
the Utah Constitution (art. 12, sec. 20). Construing the latter pro- 
vision to embody the same restrictions against price fixing as were 
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contained in the Sherman Act prior to the amendment thereof by the 
Miller-Tydings Act (U. S. C. 15:1, 45), the Utah Appellate Court 
logically concluded that any deviation from the State constitutional 
prohibition against price fixing, vertical as well as horizontal, could 
not be effected by mere statutory enactment, in the form of the Fair 
Trade Act, but would require a constitutional amendment. 

Inasmuch as the court rests its conclusion on the premise that the 
ban on price fixing contained in the Utah Constitution is equal in 
scope to that imposed by the Sherman Act as originally drafted and 
construed, it is difficult to foresee upon what basis the Utah court 
subsequently could sustain the provisions of the Utah Act authorizing 
price fixing by parties to resale price maintenance contracts (Dr. 
Miles Medical Co. v. Park and Sons Co. (1911) 220 U. S. 373; General 
Electric Co. v. Thrifty Sales, Inc., (1956) 301 P. 2d 741). 

Virginia 

By reason of the fact that the Virginia antimonopoly law, as reen- 
acted in 1950 (Laws 1950 ch. 396; Code Ann. (Supp. 1956) secs. 59-20, 
59-40) outlaws price fixing and no longer contains a provision limiting 
application of such prohibition to conduct violative of the Federal 
antitrust laws, it is in patent conflict with the price fixing sought to 
be authorized by the Fair Trade Act as last amended in 1938 (Laws 
1938, p. 775; Code Ann. (Michie, 1950) secs. 59-1 to 59-8); and having 
been revised latest in point of time, must prevail over the latter statute 
Although this conclusion was expressed in a case involving a petition 
for injunctive relief against a nonsigner, logical application of the 
principles of statutory interpretation embodied therein would appear 
to render the Fair Trade Act inoperative in its entirety (Benrus Watch 
Co. v. Kirsch (1956) 198 Va. 94; 92 S. E. 2d 384). 


APPENDIx G 


Moror Frreigut Transrport ror New ENGLAND 


A report to the New England Governors’ Conference by the New England 
Governors’ Committee on Public Transportation 


LETTER OF TRANSMITTAL 


New ENGLAND GOVERNORS’ 
CoMMITTEE ON Pusiic TRANSPORTATION, 
Boston, Mass., September 12, 1956. 
Hon. Dunnis J. RoBerts, 
Chairman, New England Governors’ Conference, 
Providence, R. I. 

Dear Governor Roszrts: On behalf of your committee on public 
transportation I have the honor to present herewith the fifth of our 
reports, entitled ‘‘Motor Freight Transport for New England.” 

The report is in two parts. The first is a statement of our conclu- 
slons Sea ital ae eta, The second part is a research study of 


“The Economic Structure of the Highway ‘Transport Industry in New 
England,” made for the committee by Prof. Robert A. Nelson, of the 
University of Washington. 





ree 


reer Ry= 








SEVENTH ANNUAL REPORT ON SMALL BUSINESS 139 


No other of the committee’s studies has taken so much of its time 
as its inquiry into motor-freight transportation in relation to the New 
England economy. ‘This was due in part to the great and growing 
importance of motor transport to New England industries. 

The motor-carrier industry is composed of thousands of individual 
and wholly independent units. The problems related to its operation 
and eallalion are complex. The data available concerning the 
volume, origin and destination of freight moving by highway trans- 
port into, from, and within New England is far oe complete than is 
the case with rail transport. 

Your committee desires to make grateful acknowledgment to 
Dr. Romney Robinson, until recently associated with the Federal 
Reserve Bank of Boston, for his very able assistance. We desire also 
to acknowledge with thanks the cooperative assistance of the Boston 
and Hartford offices of the Bureau of Motor Carriers of the Interstate 
Commerce Commission, and the Washington office of the Commission’s 
Bureau of Transport Economics and Statistics; the New England 
Motor Rate Bureau, the New England Shippers Advisory Board, and 
the many shippers and carriers who responded to the committee’s 
inquiries. 

Respectfully yours, 
Donatp W. CAMPBELL, Chairman. 


SUMMARY OF CONCLUSIONS 


In this report, the Governors’ Committee on Public Transportation 
presents its conclusions with respect to transportation of freight by 
motor carriers in New England. 

In summary, the committee’s conclusions are as follows: 

(a) The high cost per ton-mile of motor transport in New England 
results from the fact that New England carriers are typically short-haul 
carriers. ‘The short-haul operators carry much smaller loads, and 
this factor of part loads is the most important single element in 
explaining high ton-mile costs. 

(6) The phenomenon of small loads on short hauls seems traceable 
in considerable degree to the kind of competition practiced among the 
motor carriers. On short-haul business, the pressure of low-cost 
rail competition either does not exist or else is usually a much less 
important competitive factor than on long haul. Competition for 
such dint haut business tends to focus upon frequency of service 
and not upon rates. 

A situation in which rate competition is carried to excess is unsatis- 
factory because it unduly depletes the revenues of all carriers. But 
service competition may be carried to excess also, especially where 
there exists an opportunity to pass on the cost to shippers in the form 
of higher rates. ‘The result may be an excessive investment in equip- 
ment and underutilization. Shippers are not always given adequate 
opportunity to express their preferences as between more service 
and lower rates, unless they have an opportunity to turn to private 
or contract carriage. 

Because New England relies so heavily upon motor transport, 
and because it has relatively more short-haul business than any 
other region, it has particular reason to be concerned over this problem. 

(c) This situation is in turn attributable to the type of Federal 
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regulation imposed by the Interstate Commerce Act and administered 
by the Interstate Commerce Commission. Regulation by the 
Commission impedes rate competition, limits the route over which a 
carrier may operate, and limits the number of carriers who may oper- 
ate over any given route (although the Commission has no control 
over the number of vehicles a carrier may operate). 

(d) It is hardly necessary to protect the common carrier industry 
with such rigid regulation. Some relaxation of regulation is desirable 
and necessary for a healthy industry. The growth of private carriage 
must in part be explained in terms of the rigid conditions within which 
common carriers must now operate. Although the Interstate Com- 
merce Commission should still retain control over minimum or 
maximum rates, a better balance between rate and service competition 
should be sought. The present situation whereby rate reductions 
may be forestalled through protest by competing carriers is not satis- 
factory. Carriers should be given more real discretion to vary their 
rates, and should be allowed more freedom to extend the territory 
within which they operate if they wish to do so. The present situa- 
tion which puts rates on a ratchet—they may go up but not down— 
is unhealthy for carriers and shippers alike. 

(e) At some later time, consideration should be given to lowering 
the barrier which now exists to prevent new carriers from entering the 
industry. Many new firms would undoubtedly enter the motor- 
sarrier industry today if they could obtain certificates from the Com- 
mission. Although freedom of entry is a traditional means of encour- 
aging competition, we are not satisfied that deregulation in this form 
is today either necessary or desirable. As has already been indicated, 
the number of vehicles operating on many short-haul routes may 
already be excessive. We would prefer to see regulation first relaxed 
through an easing of the rigidities under which existing carriers must 
now operate. 

Nevertheless, we feel that proper consideration should be given to 
a lowering of the barriers to entry, after the industry has had enough 
time to adjust to an initial degree of deregulation. At present, for 
reasons explained in the accompanying report, the most significant 
determinant of the number of carriers certified for operation over a 
given route is the number who operated that route in the year 1935. 
It does not seem proper or desirable to allow the needs of the 1950’s 
to be governed by the accidents of the 1930’s. It may be that large 
motor carriers can operate more economically and efficiently than 
small ones; if so, the threat of entry by small new firms poses no real 
threat to the large carrier. But if motor carrier firms are to grow 
large, they should do so in search of greater economy of operation, and 
should not grow simply because they are protected against the inroads 
of new competition by Government decree. 

(f) To facilitate the flow of interstate commerce by highway the 
New England States should strive for greater uniformity of highway 
use requirements pertaining to safety and such matters as length and 
weight of vehicles. 

(g) The 3 percent Federal tax on the transportation of property 
should be repealed. 

(h) Section 22 of the Interstate Commerce Act, which permits com- 
mon carriers to ‘transport Government-owned freight at reduced rates 
or free, should be repealed. 
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The committee’s reasoning with respect to these matters is presented 
on the following pages. 
BACKGROUND 


Motor freight carrier conditions are of particular interest to the 
New England region because it is generally agreed that the motor 
carrier share of total ton-miles of freight hauled by carriers of all 
types is higher in New England than it is in any other part of the 
United States. Research done for the committee indicates that more 
than 50 percent of combined rail-highway ton-miles in New England 
is performed by highway carriers. Within New England, or to or 
from adjacent regions, there is a heavy and increasing flow of finished 
and semiprocessed goods, traffic of the kind with which truck trans- 
port has always been associated. 

In addition, the motor carriers are now competing for a consider- 
able part of the transport of materials from more distant areas, long- 
distance business which until recently was thought to be the exclusive 
property of the railroads. Within the past 25 years, the motor-carrier 
share of total ton-miles transported in the United States has greatly 
increased, mainly, it would appear, at the expense of the railroad 
share. 

New England has a further reason for special interest in its motor- 
carrier industry. The published statistics show highway transport 
charges in New England, reckoned on a ton-mile basis, to be much in 
excess of those in any other region in the country. According to 
American Trucking Trends,’ which used figures taken from the 
official statements which carriers must file with the Interstate Com- 
merce Commission, the average revenues received by class I motor 
freight common carriers per intercity ton-mile for the United States, 
for New England, and for the Middle Atlantic region in 1953 were as 
follows: ” 


Ton-mile Average 
revenue intercity 





haul 

Cents Miles 
ND RR. 5.1 strtithsiniabnccddsdtbies ait sbabdbe ibianndaedeal anbddideateant 5.7 242 
ES 06. in tocinnnnnscaeedpliase bi nndasthdhinassakishnada aden hkii aid 9.0 135 
PUD IED, 5 5 hits Jide dd nidsdidwnbouts wash nctadaeaedeaicdaaieel 6.6 184 


The Middle Atlantic region was next highest to New England in 
ton-mile revenue and next lowest in average length of haul. 

Such figures (the relationship in earlier years is ; similar) have already 
been the subject of discussion. They were pointed out, for example, 
in the committee of New England’s Report No. 13, The New England 
Transportation System and Its Uses. Man observers have argued 
that the particular conditions under which New England trucks must 
be used would account for high operating charges. In the northern 
areas especially, the terrain is sometimes difficult; many roads are 
narrow and winding, and operation under winter conditions i is espe- 
cially demanding, In the southern part of the region, traffic is dense; 
in such cities as Boston, the problems of congestion and of inadequate 

; published by American Trucking Association, Inc., Washington, D.C. 


Class I carriers are those having revenues in excess ‘of $200,000 annually. Revenue per ton-mile signifies 
the average amount of revenue collected by carriers for the transport of 1 ton of freight over 1 mile, 
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loading and unloading facilities are probably matched only in a few 
of the other large United States cities. Other observers insist that 
such physical problems are to be found, sometimes in lesser degree, 
in other regions and that they cannot fully explain New England’s 
high ton-mile trucking cost. The committee felt that further analysis 
of these interregional differences would be desirable. 

In addition to this special problem of New England trucking costs, 
this is an appropriate time for New England to consider its particular 
reliance on motor freight carriers. Issues of national policy are cur- 
rently being debated with respect both to highway transport and to 
all forms of land transport. 

In this discussion of basic issues, one body of opinion has it that all 
forms of common-carrier transportation are subject to excessive con- 
trol by the Interstate Commerce Commission. It is argued that this 
regulation should be relaxed and the area left for managerial discretion 
should be enlarged. It is sometimes recommended that this relaxa- 
tion should include more discretion to engage in rate competition— 
a form of competition which at the present time is almost entirely 
blocked by the rules governing common-carrier operation and their 
interpretation by the ICC. The committee has already discussed this 
topic, with particular reference to railroads, in its report No. 1. 

The Commission, however, and most spokesmen for the trucking 
industry, insist that to permit any rate competition would only be 
destructive. They believe that the admission of such a competitive 
factor would undermine the whole common carrier system, a system 
on which the great majority of business firms depend for their transport 
needs. ‘They point out that common carrier firms, both in rail and 
road transport, are already feeling the pinch of a particular kind of 
competition, that of private, contract and “exempt” carriage. In the 
past few years, the tendency of business firms to purchase their own 
vehicles, rather than to use common carriers, appears to have increased 
considerably, and perhaps also the tendency to use contract carriers 
(who serve only shippers with whom they have agreements, and not 
the general shipping public). “Exempt” carriers haul goods specifi- 
cally excluded from ICC regulation, principally agricultural and fishery 
products. The common carriers insist that the area of private, con- 
tract, and exempt carriage is constantly being enlarged by various 
subterfuges through which business which should properly be handled 
by common carriers is instead kept in the unregulated or partly regu- 
lated sector. These practices, so it is argued, “skim the cream”’ off 
the business; to introduce rate competition among the common 
carriers would simply make a bad situation worse. 


FINDINGS—MOTOR CARRIER COSTS 


For an analysis of the New England motor freight carrier industry, 
the committee commissioned Prof. Robert A. Nelson, formerly of 
Boston University and now of the University of Washington. ee. 
fessor Nelson made a careful study of the operating figures of all the 
class I intercity common carriers domiciled in New England, also 
those carriers in this category who operate into New England although 
domiciled elsewhere. Professor Nelson also surveyed shippers and 
carriers by questionnaire to obtain their views. In addition, the 
committee solicited the views of representatives of shippers and the 
motor carrier industry. 
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For 1954 Professor Nelson found the revenue per ton-mile of such 
carriers domiciled in New England to be 9.29 cents. In the past 
figures from American Trucking Trends have generally been used in 
discussion; since the issue containing 1954 figures has not yet been 
published, Professor Nelson’s figure cannot as yet be reconciled there- 
with. But since the source and the general method of computation 
would be the same, the figures should agree. This figure is quite close 
to the American Trucking Trends 1953 figure of 9 cents, already 
mentioned. 

These figures (both the ATT and Professor Nelson’s) include the 
operations of vehicles which are specialized for the haul of such items 
as petroleum or household goods. If all such specialty carriers are 
excluded, leaving only carriers of general commercial freight, 125 in 
all, the revenue per ton-mile figure for New England become 10.3 cents, 
according to Professor Nelson’s computation. 

If these carriers are divided according to the length of their average 
haul, their ton-mile costs appear as in the table below. For purposes 
of comparison, the costs of 65 class I carriers not domiciled in New 
England but operating into this region are shown also. 

An average-haul figure is of course subject to the objection that the 
trucker who reports an average haul of 100 miles may actually have 
hauls of 25 miles and 175 miles. Despite any such objections, one 
fact seems to emerge clearly: Short-haul truck transport is associated 
with high ton-mile cost. 

It will be noted that the non-New England carriers include a far 
greater proportion of carriers with average hauls in excess of 300 miles. 
It is to be expected that these would consist of very long-haul oper- 
ators with certain routes terminating in New England; in many cases 
most of their mileage and operating experience could have been 
developed in territory far removed from New England. Because of 
the predominance of long-haul carriers in this non-New England 
group, their 4.8-cent average ton-mile cost is not comparable with the 
much higher New England figure. A more detailed statement of the 
costs of these operators is to be found in Professor Nelson’s report." 


TABLE 1 


102 New England car- | 65 Non-New England 
riers of general freight ! carriers of general 
freight 














Cost per Cost per 
Number of} ton-mile | Numberof| ton-mile 
carriers (weighted carriers (weighted 








average *) average 2) 
Length of average haul: Cents Cents 

0 to 50 miles Bae eu asd nk aetko ig mel 13 27.7 5 23. 3 
Pe eke ntkcuhatcbidbdbieced: bine a 17 15, 2 6 16, 2 
101 to 150 miles.._....- 23 12.3 2 10.8 
151 to 200 miles 22 10.1 5 10. 2 
201 to 250 miles - 17 8.5 9 7.8 
251 to 300 miles one 4 7.4 3 5.3 
Over 300 miles_......----- be 6 5.6 35 4.6 

Weighted average ?___- eenaksebbctestetutcs z Ce lsckesanaates 4.8 


! Because 23 of the 125 carriers did not give sufficient information regarding their costs to the ICC to per- 
mit the use of cost figures, the number of carriers to which cost per ton-mile and other cost figures refer is 
reduced from 125 to 102, 

2 In computing average ton-mile costs, the cost for each carrier was weighted by the total of his ton-miles. 
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From these figures the committee concludes: 

(a) New England motor carriers show above-average ton-mile cost 
and revenue figures simply because they are, by and large, short-haul 
operators. 

(6) When operating under similar conditions of length of haul, the 
New England trucking concerns are as competent as operators else- 
where. Although the sample of non-New England carriers is a limited 
one, the ton-mile costs of the two groups are very similar. High 
revenue or cost per ton-mile figures do not imply that New England 
carriers are less efficient than other carriers. 

(c) The similarity in the two sets of figures means that no increase 
in operating costs caused by physical conditions in the New England 
region is evident. (It must of course be recognized that the non- 
New England operators used for comparison were those who operate 
to some degree in New England.) 

Why should the ton-mile cost be so much higher on short-haul 
operations? To this, there are two possible answers. The first con- 
cerns the element of terminal and overhead costs. The second con- 
cerns the average weight of load hauled. 

Any trucking company has certain ‘terminal costs” which are inde- 
pendent of the length of haul. The cost of loading and unloading the 
vehicle will not normally be changed by the length of haul. On long 
hauls, these costs can be spread over more miles, with a consequent 
reduction in the cost per mile traveled. It is also presumably easier 
to pile up more ton-miles with a given quantity of equipment on long 
hauls; consequently a given amount of fixed or overhead costs in the 
ordinary sense can be spread over more miles, again resulting in a 
reduction in cost per mile. 

While this factor of spreading fixed cost is undoubtedly present in 
trucking, it is much less important than in rail transport. Labor, 
fuel, and taxes bulk much larger in the total of trucking costs, and these 
tend to a much greater extent to vary with the total of business carried. 
It still remains to be considered, therefore, to what extent the factor 
of fixed costs could account for the observed performance of ton-mile 
costs over different lengths of haul. 

The second element which might explain differences in ton-mile 
costs is the average load which the truck carries. If a truck’s load is 
increased from 5 to 10 tons, it means some increase in fuel costs. But 
fuel costs will not double; and other operating costs will increase little. 
Although total operation cost per mile will increase somewhat, the 
cost per ton-mile can be expected to fall, simply because there are 
twice as many tons over which this increased cost can be spread. 

To determine the actual extent to which these two factors—fixed 
cost elements and average load—are influential, it is necessary to 
study the statistics for the New England class I carriers once again. 

The third column of the following table shows the cost per vehicle- 
mile. Essentially, it is obtained by dividing total costs of all kinds by 
the total of intercity miles traveled. If fixed and terminal costs are 
very important in truck transport, then as the length of average haul 
increases the cost per vehicle-mile should fall, since the fixed cost 
total can be spread over more mileage. 
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TABLE 2 
Cost per Cost per Average 
ton-mile vehicle-mile load 
Length of average haul (in miles) (weighted (weighted (weighted 

average, average, average, 

in cents) in cents) in tons) 
ND 6 ids dnd~s dhondidss ces skehitedabpobsip eepnaidebesahonsed 27.7 84. 5 3.0 
51 to 100 7 15. 2 81.7 5.4 
FREES RSLS TT 8 BG 1 7 1 TERED 12.3 74.3 6.0 
I oinddacgedinpsagedsh aupay phlei ists aia ininicig degpiced 10.1 74.6 7.4 
PT Aha c icuponapeodsaehndeos duncktamuasnalaanvanncngends 8.5 83. 6 9.8 
St es nn sks d Lenpadaatseqh ab weuath Cabbahodadantbateeha 7.4 77.0 10.4 
Over 300_- CLP Conde icad icine caeateta ed 5.6 56. 2 11.4 


Instead, it appears that vehicle-mile cost figures decline hardly at 
all, except in the case of the 6 carriers whose average hauls exceeded 
300 miles. It would appear that the influence of such fixed cost 
elements is no more than sufficient to offset the increase in operating 
cost caused by heavier loads. 

In contrast, the increase in average load figures is striking. The 
average load hauled increases steadily with the length of haul. High 
ton-mile costs go with short hauls not so much because of an inability 
to “spread the fixed cost” as because the average load is small on 
short hauls. 

These average load statistics do not appear to be explainable in 
terms of differing equipment used on long and short bauls. All 
statistics refer to intercity transport. To a limited degree small 
vehicles may have been used on under-50-mile hauls, and unusually 
large units on very long hauls, but by and large the vehicle involved 
is a tractor and semitrailer unit. It appears that on the shorter hauls, 
the vehicles are typically operated with part loads only, 

The same phenomenon of increasing load with increasing length of 
haul appears in the non-New England carriers studied. The situation 
is not peculiar to New England, even though the predominance of 
short-haul trucking makes the matter one of special interest to New 
England. 

FINDINGS—COMPETITION AND COSTS 


Why is the load hauled typically so small on short trips? Why is 
the performance of the trucks at its poorest (in terms of ton-mile 
cost) on the kinds of business with which they have always been 
associated? 

The longer the haul, the greater the incentive to find a full load, 
since otherwise the vehicle must operate only partly loaded for a 
longer period. But the incentive should still exist on short hauls; 
and it is not as though short-haul business were relatively scarce, not 
in New England, at anv rate. In general, the flow of traffic is greater 
on the shorter hauls; it is not concentrated in the longer routes. 

Common explanations of the low loads on short hauls include con- 
sideration of the large flow of one-way traffic, the necessity of ‘‘peddle 
runs” to serve separated communities, and the greater incentives of 
carriers to select their loads on long hauls. 

In seeking an explanation, the influence of railroad competition 
cannot be overlooked. Railroad transport has traditionally been 
associated with long hauls, and there are few trips in excess of 300 
miles in which the shipper cannot consider movement by rail as an 
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alternative to movement by truck. But by and large it seems appro- 
priate to say that as the distance of movement decreases, so does the 
significance of rail transport as a competitive factor. On short hauls, 
the necessity of keeping costs down to a level at which rail competition 
can be met ceases to be a dominant factor. 

There is of course vigorous competition for the short-haul business. 
But to a much greater extent it appears to be competition among the 
trucking companies themselves. Although this competition is keen, 
it takes a somewhat different form. The system of administrative 
control exercised by the Interstate Commerce Commission tends to 
restrict competitive pressures among the carriers so far as rate com- 
petition is concerned. Competition appears to focus upon service and 
not upon rates. 

In certain critical respects, the motor carrier industry is now subject 
to tight control by the Interstate Commerce Commission. Through 
its power to issue operating certificates, the Commission now controls 
the route over which any interstate motor common carrier may 
operate, the communities he may service and the commodities he may 
carry. The application of an existing carrier for extension of his 
certificate, or that of a would-be new carrier to enter the business, 
must pass the test of “public convenience and necessity.’ In effect, 
this usually means that a carrier is barred from entering upon any 
route which is already served by certificated operators. 

All common carriers must file their rate schedules with the Com- 
mission. ‘The Commission has the right to review and to suspend 
any rate, either on its own initiative or on the protest of other carriers. 
Any rate which would disturb the existing competitive balance is not 
likely to be approved. As to rates and to routes, common carriers 
are vulnerable only to the competition of contract carriage, which is 
less stringently regulated, and to that of exempt and private carriage, 
which is subject to no economic regulation at all. 


FINDINGS—-REGULATION OF COMPETITION 


The Interstate Commerce Commission clearly believes that common 
carrier service can only be maintained, and the revenue position of 
the carriers protected, if the number of carriers operating is held down 
and if rate competition among them is barred. The Interstate Com- 
merce Act requires the Commission, in exercising its regulatory power, 
to take account of the need for adequate and efficient transportation 
service, and the need for revenues sufficient to enable the carriers, 
under honest, economical and efficient management, to provide such 
service. Both the Commission and spokesmen for the trucking 
industry favor the present pattern of regulation, and indeed feel that 
it must be extended to regulate many of those firms who now operate 
as contract, exempt or private carriers if the common carrier system 
is to function satisfactorily. 

Although we have tried to give full consideration to such views as 
these, we cannot reach agreement with them. The interstate motor 
carrier industry is now subject to strict governmental regulation, and 
the existing situation must be the result of such regulation. In some 
part at least, the wide variation in ton-mile costs with length of haul 
must be explained in such terms. This committee believes that the 
present Interstate Commerce Act and its interpretation by the 





aa 





SEVENTH ANNUAL REPORT ON SMALL BUSINESS 147 


Commission encourages excessive regulation. Some relaxation of 
this regulation would benefit both the shipping public and the motor 
common carrier system. 

We cannot but feel that this bar on rate competition bas been harm- 
ful. It has forced competition into other channels, particularly com- 
petition to provide more frequent service. The necessity of providing 
such service has led to an excessive condition of part loads. And here 
a vicious circle emerges. The nature of regulation is such that rate 
reduction can usually be blocked, by competing carriers if necessary. 
But rate increases may be allowed on carrier petition if costs demand 
such an increase; and this increase will apply to other carriers operating 
the same route, even if they are not in need of such an increase, 
Rate increases encourage further investment in equipment, a further 
decrease in the average load, and return to the same condition of 
insufficient revenues. Common carrier rates thus operate on a ratchet; 
they can be pushed up, but not down. 

Frequency of pickup and delivery is an undoubted convenience to 
users of transportation service. We do not suggest that in all circum- 
stances a reduction in service coupled with lower rates would be to 
to their benefit. What we do suggest is that the scales are tipped 
excessively toward such service competition; while a shipper may 
succeed in his demands for increase in service, he can secure lower 
rates only by turning or by threatening to turn to the partially regu- 
lated or unregulated forms of transport. 

We sympathize with the desire of the Interstate Commerce Com- 
mission to protect the financial investment of the carriers which it 
regulates, in keeping with its expressed wish to ‘“‘preserve the common 
carrier system.” We are in complete agreement that this system must 
be maintained, because it is the system on which the great majority 
of business firms now rely, and will continue to rely unless the present 
trend toward private, contract, and exempt carriage is greatly 
increased. 

But because so much of business does rely on the common-carrier 
system, it is all the more important that it should be operated with 
all possible efficiency. If the public now appears to be favoring other 
transport forms, it is ail the more important to ask why the trend 
away from common carriers is occurring. It is necessary to ask if 
Government regulation could protect the common-carrier system if 
the public seems to be rejecting it. If, on the other hand, the public 
finds this system satisfactory, it is necessary to ask why such regula- 
tion by a Government bureau should be necessary at all. 

The Commission is required to take account of the need of carriers 
for adequate revenue; but it is also required to take account of the 
need for transportation which is furnished at the lowest cost consistent 
with adequate and efficient service. It is not clear how the Commis- 
sion feels that this second objective should be accomplished, since it 
has discouraged rate competition among common motor carriers as 
destructive. 

In its attitude toward rate competition, the Commission appears to 
be thinking of the destructive effects of competition among railroads 
before 1900. Indeed, when the operating certificate of a highway 
carrier specifies the communities to which it may go in providing 
freight service, and when it describes in detail the route which must be 
follow ed, there seems to have been an effort to apply the railroad 
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pattern of regulation, regardless of the differences in operating char- 
acteristics. For example, highway carriers, unlike railroads, operate 
over public rights-of-way. Because a particular type of regulation is 
necessary for ‘Tailroads, it is not necessarily appropriate for highway 
carriers. 

Control over the highway carrier industry by a Federal bureau was 
first instituted in the year 1935. “Competition” was not a favored 
word during the 1930’s. Throughout much of this period, the level 
of aggregate spending was much below the level needed for full em- 
ployment, and the period was characterized by cutthroat struggles 
to obtain business. Federal control was introduced in order to 
restore order and stability. But conditions today are far different 
from the 1930’s, and there is little indication that any return to such 
conditions is in prospect. 

The primary argument for regulation, the need to control a monop- 
oly, is of course completely absent in this case. Instead it is argued 
that control is needed because the common carrier system is “affected 
with the public interest”? and must be protected. We agree that an 
adequate transportation system is vital to the American economy. 
But there are many other industries whose continued existence is 
vital to our economy, but which have been left to weather competitive 
storms without governmental shelter. 

Had we discovered some property of the trucking industry par- 
ticularly differentiating it from other industries and making it evident 
that competition in such circumstances must be destructive, we would 
have agreed on the need for continuation of present regulation despite 
its shortcomings. But we are not disposed to accept all-around 
denunciations of competition, such as the Interstate Commerce 
Commission’s reference (commenting on the President’s Advisory 
Committee report) to ‘‘resort to the laws of the jungle with competi- 
tion in full play.” 

We recognize that competition is sometimes harsh, and that in 
some circumstances it can be quite unworkable. We recognize also 
that in any circumstances it can be cruel to the inefficient. But that 
is part of its function. Although competition may sometimes destroy 
the individual firm, it does not destroy the industry. We cannot agree 
that the trucking industry will provide adequate and satisfactory 
service to the public only when it is forced to do so through the decrees 
of a Government agency. We consider the stimulus of competition, 
whether the competition of new products and services or that of rate 
or price competition, to have been a distinguishing feature of American 
capitalism, one which accounts in no small measure for its productive 
performance, and one which it would be most unwise to try to exclude. 

Efforts to protect the motor common carrier industry by forcing it 
to operate within an inflexible mold of regulation may portend serious 
trouble for that industry. It is precisely because of their flexibility 
of operation that motor carriers have in many areas an advantage 
over rail carriers. The partially regulated and unregulated motor 
vehicles still possess this flexibility. It will not do to try to remed 
matters simply by extending regulation to cover these carriers; each 
success in restricting the unregulated traffic will simply invite further 
ingenuity in devising means to avoid such regulation. 
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RECOMMENDATIONS 


We feel that competition should be encouraged primarily by a 
willingness on the part of the Interstate Commerce Commission to 
broaden the operating certificates of carriers who are now in business. 
A carrier should be permitted to serve further communities and more 
shippers in his territory, if he wishes to do so. 

We do not advocate the end of all regulation in the highway carrier 
industry. Because of such matters as safety, and because the industry 
must compete with other transport forms which will continue to be 
regulated, some degree of control may well be necessary and desirable. 
But we believe that the Interstate Commerce Commission must 
revise its present philosophy of giving primary consideration to pro- 
tection of the capital position of carriers under its supervision, and to 
preservation of the status quo. We do not see how it is possible for 
the Commission to pay anything more than lipservice to its charge of 
promoting economical and efficient transport service unless reasonable 
consideration is given to a traditional American method of encouraging 
economy and efficiency; namely, competition. 

In keeping with this suggestion, we feel that the Commission’s 
regulatory power with respect to rates should be confined to maximum 
and minimum rates. It should not have power to disapprove a rate 
for the sole reason that its use would threaten the position of some 
competing carrier, however inefficient. A minimum rate should be 
defined in terms of the “direct ascertainable cost” of providing the 
service in question. 

At present, even such rate adjustments as the ICC will approve, tend 
to be strangled i in administrative redtape, since competing carriers, by 
protesting the rate, can force its suspension. As a corollary of our 
proposals, then, we suggest such limitations on suspension periods and 
on the power of competing carriers to protest rates as would be appro- 
priate to a policy of allowing competitive forces to work themselves 
out in the market place and not in the courts. 

Although we believe that competitive forces should be allowed more 
scope in rate determination, we believe it would be desirable to require 
contract as well as common carriers to publish their exact rate sched- 
ules. Such publication would help to reduce the possibility of a 
carrier discriminating in his charges as between customers. We 
believe that such provisions in the present law as are needed to restrict 
discrimination should be continued. 

A conventional method of encouraging competition is to permit new 
firms to enter the field; and indeed the block to entry of such firms 
today is very great, despite the fact that the investment necessary to 
do so would be small by today’s standards. But we do not feel that 
admission of brandnew firms 1s the most pressing present need. The 
statistics presented suggest that there is already an excess of capacity 
in short-haul transport. The industry might well need time to adjust 
to deregulation (and to demonstrate whether or not the introduction 
of any competitive element would be quite so disastrous as has some- 
times been forecast); during that period it might be appropriate to 
foster competition solely through willingness to broaden existing 
certificates, as has already been suggested. 

In the longer run, and after the performance of the industry under 
a somewhat less exacting body of regulation has been observed, we 
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should like to see the barriers to admission lowered. We do not feel, 
however, that entry should at any time be completely free; the 
Commission should still retain some power of discretion as to the 
desirability of further competition. In all circumstances, the Com- 
mission should have the power to refuse certificates to those incapable 
of meeting minimum standards of service or financial responsibility. 
It should be able to refuse certificates to those demonstrably ignorant 
of the elements of truck cost accounting. But it should not continue 
to have the power to refuse any and all competent applicants solely 
out of a desire to protect the business of those already operating on 
a route. 

We feel that the Interstate Commerce Commission should retain 
its supervisory powers over matters of safety. It seems clear that 
the Commission’s present staff is quite inadequate for discharge of 
its safety responsibilities. Congress should give the Commission 
enough funds to permit satisfactory performance of these duties. 

We recognize that the States also have a role in safety enforcement 
and in the protection of the highways. The States should give greater 
attention to their responsibilities i in this area, with regard to the mini- 
mizing of obstructions to the flow of interstate commerce. To this 
end, there should be increased ac tivity to achieve greater uniformity 
in regulations governing such things as vehicle ‘length and gross 
weight limits. Uniform enforcement among the New England States 
should also be sought. 

We offer two further recommendations with respect to legislation. 
The first is that the 3 percent Federal tax on the transport of prop- 
erty be repealed. Although we are not convinced that the tax has 
any great significance in this respect, there can be no doubt that it 
works to some degree against the for-hire carriers and in favor of 
private carriage, since goods transported privately are not subject to 
this tax. The tax was introduced as a wartime measure, and the 
conditions which made it a sensible tax no longer exist. 

Our final recommendation is that the portion of section 22 of the 
Interstate Commerce Act which permits common carriers to trans- 
port Government-owned freight at free or reduced rates should be 
repealed. Particularly with respect to motor carriers, the cost of 
transporting such freight is no less than the cost of moving privately 
owned goods. The effect is simply to increase the cost of transport 
for private shippers; and once again, private carriage is encouraged 
at the expense of for-hire carriage. The introduction of section 22 
dates back to the 19th century, and as with the transportation tax, 
the conditions which led to its introduction are no longer applicable. 

It was impossible for this committee to explore every aspect of 
motor carrier transport in the New England region. We did not, for 
example, attempt to explore fully the ‘problems of traffic conge stion 
and difficult terrain mentioned toward the beginning of this report. 
We have already suggested that these factors do not seem to be very 
important as contributors to high truck transport cost, certainly much 
less so than the short-haul factor and the administrative structure 
under which the industry operates. Nevertheless, having investigated 
them to only a very limited degree, it is impossible for us to dismiss 
them as being of no possible importance. It is possible, for example, 
that a study of public truck terminals or jointly owned terminals 
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might indicate some opportunities to reduce traffic congestion and 
lower operating costs. 
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Mr. Jounnston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S. 607] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 607) to provide retirement, clerical assistants, and 
free mailing privileges to former Presidents of the United States, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE 


The principal purpose of this bill is to make provisions for meeting 
the living expenses and office expenses of former Presidents of the 
United States. The bill also provides for pensions of $10,000 a 
year for widows of former Presidents. The bill would be applicable 
with respect to Presidents whose terms of office are already ended and 
also with respect to Presidents whose terms of office end in the future. 

There are many reasons why legislation of this character is desirable 
and should be enacted. The Presidency is the greatest office within 
the gift of the American people. The words and deeds of the man who 
holds it are of vast signifiance not only to Americans but to the 
people of all the world. We expect—and rightly so—that he who 
holds that office should dedicate himself with a consuming and single- 
minded purpose to discharging the duties of his office to the best of 
his ability. In return, we should do all we can to relieve his mind of 
concern over his personal affairs. This is not only a matter of equity, 
it is a matter of good business for the American people. The financial 
cost of maintaining the Presidential office is infinitesimal in relation 
to the critical importance— even the life-and-death importance— which 
its decisions have in the lives of all of us. 

The interest of the American people in the President does not cease 
when his term of office has ended. Neither does his obligation to 
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maintain the dignity of that great office, nor his opportunity to be of 
service to the public good. There has been wide recognition of the 
fact that a man who serves as President gains a unique and invaluable 
experience thereby, and that somehow the benefit of this experience 
should be made available for public service. There have been a 
number of proposals as to how this might best be done. We do not 
at this time propose any definitive solution of this matter. We agree 
that the way should be open to utilize the services of former Presidents 
when that is appropriate. We are inclined to the view that no attempt 
should be made to establish a fixed pattern for doing this, but rather 
that it should be left to be determined in the circumstances of each 
particular case. However, this is perfectly clear to us: the matter 
ought not to be determined on the basis of financial stringency in any 
case. In other words, when and if any former President can be called 
upon for public service, there ought to be no financial bars standing 
in the way. 

Moreover, any man who serves as President by that very fact be- 
comes an important public figure for the rest of his life. Whether or 
not he is thereafter called on for any official service, there are many 
demands upon him in the form of public appearances, correspondence, 
and otherwise. These are legitimate demands and they should be 
met; but they can entail substantial expenditures. 

With all this, we expect a former President to engage in no business 
or occupation which would demean the office he has held or capitalize 
upon it in any improper way. There are many ways in which a former 
President can earn a large income, but ought not to. Paradoxically, 
while his earning power is greatly increased by the fact of his having 
been President, the field in which it is right and proper for him to use 
his earning power may well be narrowed far beyond that which is 
available to other men. We believe that a former President should 
take very seriously his obligation to maintain the dignity of that office 
insofar as it appertains to him for the remainder of his life. It follows 
that there is an obligation upon the Government to see that it is 
financially possible for him to do so without hardship to himself and 
his family. 

Some men who find themselves in this position may be wealthy 
enough individually to meet all the demands upon them without 
financial difficulty. But we do not want to depend on this. With 
the Presidency, as with other political offices, the opportunity of hold- 
ing office and meeting its demands should not be confined to the 
wealthy. In short, the Government should provide adequate com- 
pensation and other facilities for former Presidents to enable them 
without financial hardship to maintain the dignity of the great office 
they have held, to meet the public demands upon them, and to make 
themselves available for further public service whenever they are 
called upon in appropriate cases. 

In the judgment of the committee, this bill (S. 607) makes reason- 
able provisions for this purpose. 

The first subsection of the bill, as reported, provides that each former 
President of the United States shall be entitled, as long as he shall live, 
to receive a monetary allowance at the rate of $25 000 a year, pay able 
monthly by the Secretary of the Treasury. 

Subsection (b) provides that the Administrator of General Services 
shall provide for each former President an administrative assistant, 
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a secretary, and other secretarial and clerical assistants. All these 
staff assistants are to be selected and their respective rates of com- 
pensation fixed by the former President; but their aggregate compen- 
sation is not to exceed the aggregate authorized for the staff of a 
Senator from the least populous State of the Union. 

Subsection (c) provides that the Administrator of General Services 
shall furnish suitable office space for each former President, located in 
a Federal building at such place within the United States as the former 
President shall specify. 

Subsection (d) provides the franking privilege for mail sent by each 
former President. The postal revenues are to be reimbursed out of 
the general funds of the Treasury in an amount equal to the postage 
which would otherwise be payable on such mail. This is in line with 
the policy established by the Congress last year for the reimbursement 
of the Post Office Department for penalty or franked mails. 

Subsection (e) provides that the widow of any former President 
shall receive a pension at the rate of $10,000 a year. The Congress 
has from time to time in the past provided pensions at the rate of 
$5,000 a year for some of the widows of former Presidents by special 
legislation applicable to particular cases. This bill would establish 
a provision of general applicability for widows of former Presidents 
and would fix the rate at $10,000 for those who are already receiving 
pensions as well as any additional ones not now receiving pensions. 

Subsection (f) contains a definition of the term ‘‘former President.” 


O 
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CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAS SUSPENDED DEPORTATION 





Fesruary 4, 1957.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Con. Res. 11) 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 11 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the 80th Congress of 
suspension of deportation in certain cases in which the Attorney 
General has suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident. 
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Public Law 863 of the 80th Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race, 
and (6) aliens who have resided continuously in the United States 
for 7 years or more and were residing in the United States on the 
effective date of the act. The procedure prescribed by the applicable 
law requires affirmative congressional approval in each case before 
the suspension of deportation becomes final and the status of the 
alien can be adjusted to that of a permanent resident. 

Included in the concurrent resolution are 239 cases. These 239 
cases are among 249 cases referred to the Congress from January 16, 
1956, to July 16, 1956, inclusive. Of the cases referred during this 
period, 2 cases were advanced to a prior concurrent resolution, 1 case 
has been withdrawn by the Attorney General, 2 cases are being held 
for action on similar applications under section 6 of the Refugee Relief 
Act of 1953, as amended, and 5 cases have not been approved. 

In each case which is recommended for approval, a careful check 
has been made to determinejwhether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 


O 
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A CASE IN WHICH THE ATTORNEY GENERAL HAS 
RECOMMENDED THE RESCISSION OF THE ADJUST- 
MENT OF STATUS IN THE MATTER OF CARLIS STENDER 


Fresruary 4, 1957.—Ordered to be printed 


Mr. Eastrianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Con. Res. 12] 


The Committee on the Judiciary, to which was referred this case in 
which the Attorney General has recommended the rescission of an 
adjustment of status (suspension of deportation) previousty granted, 
having considered the same, reports favorably thereon and recom- 
mends that Senate Concurrent Resolution 12 with reference to this 
case be agreed to. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to withdraw suspension 
of deportation in accordance with section 246 (a) of Public Law 414 
of the 82d Congress in the case of Carlis Stender. 


STATEMENT OF FACTS 


This is a case in which the Attorney General, acting through his duly 
authorized agents, has, upon the basis of afterdiscovered evidence, 
determined that an alien whose immigration status was adjusted 
through the suspension of deportation procedure, was in fact not 
eligible for such adjustment and has recommended that such adjust- 
ment be rescinded and the alien restored to a deportable status. 

Under section 244 (a) (1) of the Immigration and Nationality Act 
of the 82d Congress, approved June 27, 1952, it is provided in substance 
that the Attorney General can suspend deportation of an alien if he 
finds that such alien has been physically present in the United States 
for a continuous period of not less than 7 years immediately preceding 
the date of an application for such suspension of deportation, and 
proves that during all such period he was a person of good moral 
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character; and is a person whose deportation would, in the opinion 
of the Attorney General, result in exceptional and extremely unusual 
hardship to the alien or to his spouse, parent or child who is a citizen 
or an alien lawfully admitted for permanent residence. Under 
section 244 (a) (1) of the Immigration and Nationality Act, a case 
becomes final unless acted upon adversely by the Congress in the 
session in which it is referred or in the session next following, and the 
status of the alien could be adjusted to that of a permanent resident. 

Public Law 414 of the 82d Congress, provides in section 246 (a) a 
procedure for the rescission by the Congress of an adjustment of the 
immigration status of an alien made under the suspension of deporta- 
tion procedure, if at any time within 5 years after such status has 
been adjusted, it shall appear to the satisfaction of the Attorney 
General, and he so recommends to the Congress, that the person was 
not, in fact, eligible for such adjustment. 

Section 246 (a) reads as follows: 


Src. 246. (a) If, at any time within five years after the 
status of a person has been adjusted under the provisions of 
section 244 of this Act or under section 19 (c) of the Immi- 
gration Act of February 5, 1917, to that of an alien lawfully 
admitted for permanent residence, it shall appear to the 
satisfaction of the Attorney General that the person was not 
in fact eligible for such adjustment of status, the Attorney 
General shall submit to the Congress a complete and de- 
tailed statement of the facts and pertinent provisions of 
law in the case. Such reports shall be submitted on the 
first and fifteenth day of each calendar month in which Con- 
gress is in session. If during the session of the Congress at 
which a case is reported, or prior to the close of the session 
of the Congress next following the session at which a case is 
reported, the Congress passes a concurrent resolution, with- 
drawing suspension of deportation, the person shall there- 
upon be subject to all provisions of this Act to the same 
extent as if the adjustment of status had not been made. 
If, at any time within five years after the status of a person 
has been otherwise adjusted under the provisions of section 
245 or 249 of this Act or any other provision of law to that 
of an alien lawfully admitted for permanent residence, it 
shall appear to the satisfaction of the Attorney General that 
the person was not in fact eligible for such adjustment of 
status, the Attorney General shall rescind the action taken 
granting an adjustment of status to such person and can- 
celling deportation in the case of such person if that occurred 
and the person shall thereupon be subject to all provisions 
of this Act to the same extent as if the adjustment of status 
had not been made. 


The Attorney General recommended to the 83d Congress that the 
deportation of Carlis Stender be suspended in accordance with the 
provisions of section 244 (a) (1) of the Immigration and Nationality 
Act, and further, that if Saou approved this suspension of depor- 
tation that the proceedings be cancelled and the status of Carlis 
Stender be adjusted to that of an alien lawfully admitted for permanent 
residence. The Congress took no adverse action in eennoe with 
the case, and the suspension of deportation became final. 
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On June 7, 1956, there was submitted to the Congress a letter which 
attached complete and detailed statement which sets forth the facts 
upon which is based the conclusion that Carlis Stender was not, in 
fact, eligible for the adjustment of status previously granted. The 
letter with attached statement reads as follows: 


JUNE 7, 1956. 
Hon. Ricnarp M, Nrxon, 
President of the United States Senate, 
United States Senate, Washington, D. C. 

My Dear Mr. Vice Presipent: In accordance with section 246 
(a) of the Immigration and Nationality Act (8 U. S. C. 1256 (a), 
there is transmitted herewith a copy of an order entered in the case 
of Carlis Stender, also known as Karlis Stenders and Corlis Anderson, 
A-2180275, relative to rescission of adjustment of status granted this 
individual under section 244 (a) (1) of the act (8 U.S. C, 1254 (a) (1)). 

It will be appreciated if you will advise me of the action taken by 
the Congress on the case. 

Sincerely, 
J. M. Swina, Commissioner, 

Enclosure, 

REPORT TO CONGRESS 


Unitep States DepARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Richmond, Va., May 23, 1956. 
File: A2 180 275, Philadelphia. 
In re Carlis Stender, also known as Karlis Stenders and Corlis Ancer- 
son, 
Rescission of adjustment of status under section 246 of the Immigra- 
tion and Nationality Act, 
In behalf of alien: No one. 

This case is considered under section 246 of the Immigration and 
Nationality Act to rescind adjustment of status previously granted 
the subject alien pursuant to the provisions of section 244 (a) (1) 
of the act. 

The record shows that he is a native and citizen of Latvia, 40 years 
of age, and that his only entry to the United States was effected 
December 29, 1938 as a member of crew at Norfolk, Va. Proceedings 
against him were commenced in the latter part of 1940, warrant of 
arrest having been served October 11 of that year, following which 
hearings were held October 11, 1940, April 20, 1942, and August 6, 
1943. Voluntary departure with preexamination was authorized by 
the Board of Immigration Appeals December 23, 1943, but he failed 
to avail himself of the privilege granted. Thereafter, upon a motion 
by counsel, an order was entered by the Commissioner September 
16, 1946, directing reopening of the proceeding to afford the alien an 
opportunity to apply for suspension of deportation. 

Further hearing, delayed because of inability to ascertain his where- 
abouts, was ultimately held February 25, 1953, in the course of which 
application was submitted for relief mentioned above, and on March 
19, 1954, the central office affirmed favorable recommendation of the 
special inquiry officer. The matter was referred to Congress April 1, 
1954. Inquiry on or about August 26, 1955, disclosed that the alien’s 
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name does not appear on any list disapproving suspension of deporta- 
tion, either by Senate or House of Representatives resolution. As the 
case was before the Congress for two consecutive sessions, it must be 
construed that deportation of the alien has been suspended under 
section 244 (a) (1) of the Immigration and Nationality Act. 

Within 5 years thereafter, to wit, January 26, 1956, formal notice 
was furnished, and receipt thereof acknow ledged, of intention by the 
Service to institute proceedings to rescind adjustment of status, 
= in the manner indicated. Accordingly, this proceeding is 

timely. 

The alien has not submitted an answer in writing within the 30-day 
period allowed, nor has he requested an opportunity to appear before 
an immigration officer to oppose the present action. He is now serv- 
ing a prison term at the United States Penitentiary, Lewisburg, Pa. 
In that connection, evidence has been obtained showing that the alien, 
on April 19, 1955, upon plea of guilty, was convicted in the United 
States District Court for the Northern District of Ohio, eastern divi- 
sion, of the crime of kidnapping, committed on or about December 9, 
1954, and was sentenced to imprisonment for a term of 10 years. Said 
offense was committed during the pendency of his application for 
suspension of deportation but after favorable action by the Service. 

Kidnaping involves conduct which is base and reprehensible. Any- 
one capable of planning and carrying through such an act cannot be 
regarded as a person of good moral character. Regardless of when the 
actual offense was committed, it shows a callous and depraved state 
of mind. That condition existed when the alien’s case was under con- 
sideration before the Service. It must be concluded, therefore, that 
he failed to meet the statutory requirement as to character and was 
therefore ineligible for adjustment of status under section 244 (a) (1) 
of the Immigration and Nationality Act. 

In view of the foregoing, this matter will be submitted to the Con- 
gress pursuant to section 246 of the Immigration and Nationality Act, 
for consideration as to withdrawal of suspension of deportation, 
resulting in rescission of adjustment of status and his becoming sub- 
ject to ‘all. the provisions of the act to the same extent as if such 
adjustment had not been made. 

Order: It is ordered that the foregoing matter be submitted to the 
Congress, pursuant to section 246 of ‘the Immigr ation and Nationality 
Act, for consideration as to rescission of suspension of deportation 
heretofore granted under section 244 (a) (1) of the Immigration and 
Nationality Act. 

P. A. Esprerpy, 
Acting Regional Commissioner, Southeast Region. 


The Attorney General has concluded that under the provisions of 
section 246 (a) of the Immigration and Nationality Act, the adjust- 
ment of status granted Carlis Stender under section 244 (a) (1) of the 
Immigration and Nationality Act, is rescindable on the ground that he 
was not a person of good moral character at the time the adjustment 
was granted and hence was statutorily ineligible under that act. 

The committee, after consideration of all the facts, is of the opinion 
that the concurrent resolution should be agreed to. 
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PROCEEDINGS AGAINST FRANK W. BREWSTER FOR 
CONTEMPT OF THE SENATE 


FEBRUARY 7, 1957.—Ordered to be printed 


Mr. McCietian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8S. Res. 92] 


The Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations as created and authorized by 
the Committee on Government Operations, under the Standing Rules 
of the Senate, caused to be issued— 

(1) A subpena to Frank Brewster, Western Conference of 
Teamsters, Seattle, Wash. Said subpena directed Frank Brew- 
ster to appear before the subcommittee on the 27th day of Decem- 
ber 1956, which time was extended by consent to January 16, 
1957, at the committee room, Senate Office Building, Washington, 
D. C., and then and there— 

(a) To testify what he knew relative to the subject matter 
under consideration by the subcommittee; and 

(b) To produce certain papers consisting of described 
books and records of the Western Conference of Teamsters. 

(2) Issued a subpena to Frank Brewster, Joint Couneil No. 28, 
International Brotherhood of Teamsters, Chauffeurs, Warehouse- 
men, and Helpers, Seattle, Wash. Said subpena directed Frank 
Brewster to appear before the subcommittee on the 27th day of 
December 1956, which time was extended by consent to January 

- 16,1957, at the committee room, Senate Office Building, Washing- 
ton, D. C., and then and there— 
(a) To testify what he knew relative to the subject matter 
under consideration by the subcommittee; and 
(6) To produce certain papers consisting of described 
books and records of the Joint Council No. 28 of the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehouse- 
men, and Helpers. 
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The subcommittee, under Senate Resolution 188, 84th Congress, 2d 
session, and rule XXV of the Standing Rules of the Senate, (g) (2) 
(B), is given the duty of “studying the operations of Government 
activities at all levels with a view to ae its economy and 
efficiency” and under subsection (C) “avaluating the effects of laws 
enacted to reorganize the legislative ead executive branches of the 
Government.” Pursuant to ‘these powers, the subcommittee sought 
to inquire into and study the operations of the Department of Labor, 
the National Labor Rel: ations Board, and the Bureau of Internal Reve- 
nue in the application of Public Law 101, 80th Congress, 2d session, 
and the Internal Revenue Code of 1954 rel: ating to ‘exemption from 
taxation of labor organizations. 

On January 16, 1957, the subcommittee heard the testimony of the 
Secretary of Labor. James Paul Mitchell; the Chairman of the Na- 
tional Labor Relations Board, Boyd D. Leedom; the Assistant Com- 
missioner of Internal Revenue, Justin F. Winkle, and others on the 
same date, and on January 17, 18, and 19, 1957 (the record of the entire 
testimony taken the aforementioned days are made a part hereof, 
although not annexed hereto), relative to financial statements and 
other documents required to be filed under law by labor organizations 
and unions. The testimony was heard to assist the subcommittee to 
determine the adequacy of existing statutes; whether present regula- 
tions enable these agencies and departments to administer the law 
efficiently ; whether modifications or changes in the existing laws are 
required to assist the Government in determining the adequacy, accu- 
racy, and truthfulness of financial reports and other data supplied 
by labor unions and their officials under the aforementioned laws. ; 

Attendance of Frank W. Brewster, pursuant to the aforementioned 
subpenas, was had in executive session on January 16, 1957, and later 
made public, and in public session on January 19, 1957, in Washington} 
D. C. 

The said Frank W. Brewster appeared as a witness on the above 
dates and was asked to produce the papers and records set forth in 
the subpena and he was asked to testify and answer certain questions. 
Both the questions he was asked, and the papers he was required to 
produce, were pertinent to the matter under inquiry. He refused to 
produce the papers and he refused to answer the questions put to him 
by the committee members and counsel, as appears in the record of such 
hearings on January 16 and 19, 1957, which record is made a part 
hereof; excerpts of which and other testimony pertinent thereto are 
annexed and designated as “Exhibit No. 1.” 

As a result of the refusal of said Frank W. Brewster to produce 
the documents pursuant to the subpenas, and his refusal to answer 
pursuant to such inquiry those questions put to him as appears in 
the record, the subcommittee was prevented from receiving testimony 
and examining pertinent material concerning the matter under i inquiry 
by said committee in accordance with the terms of the subpenas which 
were served upon this witness. 

The Senate Committee on Government Operations met on February 
7, 1957, and, after reviewing the facts in this matter set forth in this 
report, it resolved to present to the United States Senate, for its im- 
mediate action, a resolution requiring the United States attorney for 
the District of Columbia, to proceed against the said Frank W. Brew- 
ster in the manner and in the form prescribed by law. 
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Exuretr No. 1 


VIOLATIONS OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 


Unirep States SENATE, 
Senate PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Wednesday, January 16, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcom- 
mittee), presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas, Sen- 
ator Henry M. Jackson, Democrat, Washington; Senator Stuart 
Symington, Democrat, Missouri; Senator Sam J. Ervin, Jr., Demo- 
erat, North Carolina; Senator Joseph R. McCarthy, Republican, 
Wisconsin; Senator Karl E. Mundt, Republican, South Dakota; 
Senator Chapman Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee; James N. Juliana, chief counsel to the minority ; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The Cuoamrman. The subcommittee will be in order. 

(Present at the convening of the executive session were Senators 
McClellan, Jackson, McCarthy, and Mundt.) 

The Cuatrman. The Chair will make this preliminary statement 
for the record. 

As members of the subcommittee know, and as is public knowledge, 
during the past 2 years, the Senate Permanent Subcommittee on In- 
vestigations has been studying and inquiring into the procedures 
and practices in the procurement of textiles and uniforms by the 
military services. In the course of its investigation, facts were de- 
veloped showing collusion between certain dishonest management 
and union officials that had the effect of increasing the cost to the 
Government of goods and commodities it purchased and the supply- 
ing of inferior quality. 

In the passage of the Taft-Hartley law in 1947, the Congress un- 
dertook to protect union members, the general public, and the Gov- 
ernment against certain types of racketeering, including the mis- 
use or misappropriation of union funds by dishonest union officials. 
The law provides that there shall be a registration of labor organiza- 
tions and a full and accurate report by such organizations of their 
revenues and expenditures and of all compensation and allowances 
over and above $5,000 paid to and received by labor union officials 
and union employees from dues collected from members or from 
other union funds. 

Today, the subcommittee will hear officials from the Department of 
Labor, the National Labor Relations Board, and the Treasury De- 
partment. We shall make inquiry of them as to the adequacy of 
existing statutes and their present rules and regulations to enable 
them to administer the law efficiently. Also, we shall inquire whether 
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there should be any modifications or changes in existing law to assist 
them in determining the adequacy, accuracy, and truthfulness of 
financial reports and other information required to be supplied by 
labor unions and labor union officials. 

We want to determine whether agencies of Government are able 
to and have the authority to ascertain whether such information con- 
tained in such labor union registrations, financial reports, and the 
reports of the labor union officials are accurate, true or false. 

The subcommittee is aware of recent court decisions which may 
sharply limit and restrict the right of Government agencies such as 
the eueney Department, the Bureau of Internal Revenue, the De- 
partment of Labor, and the National Labor Relations Board to in- 
vestigate and determine the accuracy, truthfulness or falseness of 
various reports the unions and their officials are obligated to file. We 
intend to ascertain whether, in view of these court decisions, the re- 
sponsibilities of the Government in this area under existing law are 
being administered efficiently and economically. We also want to 
know whether legislation in this area is necessary to improve the 
efficient and economic administration of existing law or if modifica- 
tion or change is required to promote greater efficiency and economy. 

Conferences with representatives of the Bureau of Internal Revenue 
indicate the need for strengthening legislation to enable the Bureau 
to investigate labor organizations which, under the law, are tax exempt. 
The Bureau of Internal Revenue should have the authority to deter- 
mine whether any of the labor unions’ funds and particularly, dues 
collected from union members, are used by union officials for personal 
gain and profit. We also want to know whether and why such tax 
exempt labor union organizations can refuse to allow either the legis- 
lative or the executive branch of the Government to examine their 
books and records. The Government should be permitted to estab- 
lish whether such organizations come within the purview of the law 
granting it a tax exempt status. 

This subcommittee proposes to determine whether, after such re- 
fusal, the continuance of a tax exempt status is warranted or if such 
tax exempt status should be forfeited by such refusal. 

In the course of our previous investigations and this present pre- 
liminary inquiry, we have acquired information that clearly indicates 
that there is ibe racketeering in the area of Government procure- 
ment resulting in increased cost to the taxpayers for commodities pro- 
duced; that false reports have been filed by certain labor organiza- 
tions with respect to their expenditures; that compensation and 
allowances paid by certain unions to their officials have not been 
accurately and truthfully reported; that there has been manipulation 
of accounts involving dues collected from their members, as well as 
welfare funds; also other irregularities and improprieties have come 
to the attention of the subcommittee. 

It is, therefore, our purpose to develop facts and information that 
will enable the Federal Government to improve its efficiency and 
strengthen itseconomy. In this effort we have every reason to expect 
the wholehearted cooperation and support of the leaders and members 
of labor organizations whose actions and practices conform to the 
law, who observe the proprieties of proper labor-management rela- 
tions, and who are interested and desire to cooperate in improving the 
efficiency and economy of Government operations. 
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I may further state for the record, that since it became known and 
publicized that this committee was making a preliminary investiga- 
tion into this area of Government operations, the public has indicated 
a very keen interest in such an inquiry, as evidenced by letters that 
the committee is receiving from union members and members of labor 
organizations who are reporting about conditions that prevail and 
urging that attention be given to it. 

Also, I think, it is fair to say that a good many Members of Con- 
gress have expressed views that there is a job here that should be done 
by the legislative branch of the Government in furthering an investi- 
gation or pursuing an aH one to develop the facts, so that Con- 
gress may take a look at it with a view to any legislation or any change 
in administrative procedures that might enhance Government effi- 
ciency and economy. 


4 + * * * * * 


The Cuarrman. Thank you very much. 

The committee will stand in recess until 2: 15. 

(Thereupon, at 12:40 p.m. Wednesday, January 16, 1957, the hear- 
ing was recessed, to reconvene at 2:15 p. m., the same day.) 


AFTERNOON SESSION 


(Present at the start of the afternoon session : The Chairman, Sena- 
tors Jackson, McCarthy, and Revercomb. ) 

The Cuatrman. The subcommittee will be in order. 

Members of the committee, we held executive session hearings this 
morning, at which time we heard a number of witnesses from the 
executive branch of the Government, representatives of the National 
Labor Relations Board, and of the Treasury Department. 

Their testimony was pertinent to this investigation. I heard it in 
executive session primarily because the Chair had announced this 
would be an executive session, because, as you know, too, the public 
hearings must be by a majority vote of the committee. I had no op- 
portunity to do that. But there is nothing in their testimony, so far 
as I can observe, that needs to be kept secret in any sense. Therefore, 
unless there is objection on the part of the committee, the Chair will 
make that record public as soon as it is transcribed. 

I will have, I may say to the members, the staff check with the 
departments interested, who testified, and ascertain from them if 
there is anything in there they think would be adverse if made public. 
[ do not think there is. 

So if they have no objection, the Chair will proceed, without ob- 
jection, to make the testimony public as soon as it is transcribed. 

Senator McCartuy. Mr. Chairman, in view of the fact that we 
have a quorum here, would it not be a good idea to entertain a motion 
to have open hearings tomorrow morning, as you planned on having 
them ? 

The Cuarrman. If we find we need to. If you wish to, you may 
make the motion, that the Chair may call open hearings in this matter 
at a time he desires. 

Senator McCarruy. I then move that the Chair be given authority 
to hold open hearings at such time and at such place as he desires. 

The CHarrMan. On the subject matter of the inquiry as stated by 
the Chair this morning in the opening of the executive hearings? 
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Senator McCarruy.: Yes. I want to include that in my motion. 

The Cuarrman. Is there objection to the motion ? 

The Chair hears none. 

The motion is adopted. 

All right, gentlemen. 

Mr. Brewster, will you be sworn, please? 

You do solemnly swear that the evidence you shall give before 
this Senate Investigating Subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Brewster. I do. 


TESTIMONY OF FRANK BREWSTER, SEATTLE, WASH., ACCOM- 
PANIED BY COUNSEL, SAMUEL B. BASSETT, SEATTLE, WASH. 


The Cuamman. Mr. Brewster, will you state your name, your place 
of residence, and your business or occupation, and particularly with 
respect to any relation or position you may have with organized 
labor ? 

(The witness conferred with his counsel.) 

Mr. Brewster. I have a statement prepared—— 

The Cuarrman. Mr. Brewster, I am trying to make a clean record 
here. If you will answer the questions, then we will get to your point. 

Mr. Brewster. My name is Frank W. Brewster. My address is 
553 John Street, Seattle, Wash. I am chairman of the Western Con- 
ference of Teamsters. What other question was it that you asked me? 

The Cuarrman, Any position you have with labor. 

Mr. Brewster. I am president of the Joint Council of Teamsters, 
No. 28, the State of Washington, and I am president of the Building 
Association, Joint Council Building Association, of Seattle, Wash. 
And I am president of the Teamsters Local 174, the local union. 

The Cuarrman. Mr. Brewster, under the rules of this committee, a 
witness appearing before it is entitled to have counsel of his own 
choosing present, who can advise him with respect to his legal rights. 
Have you elected to have counsel present? 

Mr. Brewster. Yes, sir; I have. 

(At this point, Senator Symington entered the hearing room.) 

The Cuairman. Counsel, please identify yourself for the record. 

Mr. Basserr. My name is Samuel B. Bassett, of Seattle, Wash. My 
office address is New World Building, Seattle 4, Wash. 

Senator McCarrny. Mr. Chairman, that raises a point with which 
we will be faced. 

In the case of a Government employee appearing, we have a rule 
that the lawyer cannot be paid by the Government, because the inter- 
ests are adverse or they would not be called, normally. In this case, 
the interest of the workingman and the witness will, in most cases, 
be adverse. I just. wonder “whether or not the committee should take 
a position on whether or not a lawyer who is on the payroll of the 
workingman, whose rights are being protected here, should be the 
attorney for an individual accused of w PERO. 

T am not speaking of Mr. Brewster, as I do not know what the testi- 
mony is in the case at all. But we will be faced with that problem. 

My offhand thought, Mr. Chairman, is that the laboring man, whose 
rights allegedly have been encroached upon, whose money allegedly 
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has been cS eteatimael should not be paying a lawyer to defend 
the claimed wrongdoing... It seems contradictory and.i improper. You 
would not allow it in a court of law. 

The Cuairman. For this afternoon, the Chair is going to proceed. 
If we do run into a serious problem, w e can deal with it. 

Senator McCarruy. Could I ask counsel a question. or two, Mr. 
Chairman ? 

Are you on the payroll of the teamsters union ? 

Mr. Basserr. The teamsters union pays me for work that I perform 
for them, in labor work, but I am not on the payroll of the teamsters 
union. They pay me from time to time for work that I perform, and 
they also pay me, in some inst ances, a retainer. 

Senator McCarry. Who is paying your expenses down here and 
back, other than what the committee pays, of course? 

Mr. Basserr. I expect to be reimbursed by Mr. Brewster or the 
union. I have not given it any thought. 

Senator McCarruy. How about your per diem, your salary 

Mr. Basserr. I haven’t even discussed that, sir. 

Senator McCarrnuy. In other words, as of the present time, you do 
not know whether you will be paid by the workingman or by Mr. 
Brewster ? 

Mr, Basser. Frankly, I don’t know who is going to pay me. Ihave 
not discussed it. I haven’t made any arrangements, 

Senator McCartny. That is all, Mr. Chairman. 

The Cuatrman. Mr. Brewster, you appear here today in response 
to a subpena served on you by the committee ? 

Mr. Brewster. Yes, sir. 

The Cuamman. I believe two subpenas were served upon you; 
were they not? 

Mr. Brewster. That is right. 

The Cuamman. Would you present these subpenas to the witness, 
these copies, and ask him to identify them as copies of the subpenas 
served upon him? 

(Documents handed to witness.) 

(The witness conferred with his counsel.) 

Mr. Brewster. Yes, sir; they are the same. 

The Carman. They are the same? Then they may be printed in 
the record at this point. 

(The documents referred to follow :) 


No. 3682 
Unrrep STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To: FRANK Brewster, Western Conference of Teamsters, Seattle, Wash., 
Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Permanent Subcommittee on Investigations of the Committee on 
Government Operations of the Senate of the United States, on December 27, 
1956; at 10:00 o’clock a. m., at their committee room, Room 101, Senate Office 
Building, Washington, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said committee, and 
produce the books and records of the Western Conference of Teamsters for 
the period from January 1, 1951, to December 31, 1955, including cash receipts 
and disbursement, canceled checks, general ledgers, bills and invoices, bank 
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statements, check stubs, correspondence files, memoranda, and minutes of 
meetings. 

Hereof fail not, as you will answer your default under the pains and penalties 
in — cases made and provided. 

ic retake ieee kidnaped bdtest bdo op me bint Webninbe ataboh was 

to serve and return. 

Given under my hand, by order of the committee, this 26th day of November, 
in the year of our Lord one thousand nine hundred and fifty-six. 

JOHN L. McCLELLAN, 
Chairman, Subcommittee on Investigations of the 
Committee on Government Operations. 


[Endorsement] 


DECEMBER 15, 1956. 
I made service of the within subpena by personal service the within-named 
Frank Brewster, at 551 John Street, Seattle, Wash., at 9:00 o’clock a. m., on 
the 15th day of December 1956. 
R. F. K. and GC. B. 





No. 3633 
UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To: Franx Brewster, Joint Council No. 28, International Brotherhood of Team- 
sters, Chauffeurs, Warehousemen & Helpers, Seattle, Wash., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Permanent Subcommittee on Investigations of the Committee on 
Government Operations of the Senate of the United States, on December 27, 
1956, at 10: 00 o’clock a. m., at their committee room, Room 101, Senate Office 
Building, Washington, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said committee, and 
produce the books and records of Joint Council No. 28, International Brother- 
hood of Teamsters, Chauffeurs, Warehousemen & Helpers, for the period from 
January 1, 1951, to December 31, 1955, including cash receipts and disburse- 
ments, canceled checks, general ledgers, bills and invoices, bank statements, 
check stubs, correspondence files, memoranda, and minutes of meetings. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

DUNN. Abiceahccped ccaichacisinel ice Siciiseenteecunichne joked eseiiea ta nans wah abacs ede tel eesti etd duwn 
to serve and return. 

Given under my hand, by order of the committee, this 26th day of November, 
in the year of our Lord one thousand nine hundred and fifty-six. 

JoHn L. McCLELian, 
Chairman, Subcommittee on Investigations of the 
Committee on Government Operations. 


[Endorsement] 
DECEMBER 15, 1956. 

I made service of the within subpena by personal service on the within-named 
Frank Brewster, at 551 John Street, Seattle, Wash., at 9 o’clock a. m., on the 
15th day of December, 1956. 

R. F. K. and C. B. 

Senator McCarrny. Could I make a suggestion, Mr. Chairman ? 

The Cuamma4n. Let me proceed with these formalities, first. 

Senator McCartuy. This is to Mr. Bassett. 

The Cuatrman. All right. 

Senator McCarruy. Might I suggest, Mr. Bassett, if the chairman 
approves, that won find out, before you appear here again, who is 
paying your salary? 

nator JACKSON. It is a fee, not a salary. 
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Senator McCarrny. In other words, Mr. Bassett, who is paying 
you for appearing here and defending Mr. Brewster or anyone else. 
‘Asa lawyer, you understand that does raise a very important question. 

Mr. Basserr. Very well. 

Senator MoCartuy. Could I ask Mr. Brewster whether he per- 
sonally plans on paying Mr. Bassett or whether that will come out 
of the union? 

Mr. Brewster. If it is necessary for me to pay him, I certainly will, 
because I want him as my counsel. 

Senator McCarrny. What do you mean by “necessary” ? 

Mr. Brewsrer. If you say that I should, I will. 

Senator McCarruy. That is all. 

The Cu4rrman. At the opening of the executive session this morn- 
ing, the Chair made a statement in the record of the purpose of this 
investigation, reviewing some of the information, in general terms, 
that we have, and some of the problems that confront Government 
in its operations and in its administration; also some questions, pos- 
sibly, of legislation that may be indicated. I asked the counsel a 
while ago if a copy of the statement that the Chair made had been 
supplied to the witness and his counsel. 

Have you received a copy of it and read it and are you familiar 
with it? 

Mr. Brewster. I have. 

The CuarrmANn. Then you are acquainted with the purpose of the 


hearing ¢ 

Mr. anworse. As near as I could understand the statement. 

The Cuarman. If it is ambiguous, that is the Chair’s fault. I 
will take responsibility for it. If it is not, and you do not understand 
it, I could not take the responsibility for that. 

May I inquire, then, of the witness, since you said you read the 
statement and understood it, I believe, as much as you could, on this 
point: Is there any question in your mind about the statement, or is 
there anything in there that you do not understand ? 

Mr. Brewster. No questions. 

The CuarrmaNn. Thank you very much. 

Subsequent to your having been served the subpenas, I believe 
there was an exchange of telegrams between you and the chairman 
of the committee; is that correct ? 

Mr. Brewster. Correct. 

The Cuatmrman, I hand you now a telegram dated December 19, 
1956, addressed to the chairman of the committee. Will you identify 
that as the telegram you sent? 

(Document handed to witness.) 

(The telegram referred to follows:) 


DECEMBER 19, 1956. 
Hon. Jonn L. MoCLet.an, 
Chairman, Senate Permanent Subcommittee on Investigations of the Commit- 
tee on Government Operations, Senate Office Building, Washington, D. C.: 


Summons Nos. 3632 and 3633 served on me December 15, 1956, require that I 
appear before your committee in Washington, D. C., on December 27, 1956, and 
at that time produce the books and records of the Western Conference of 
Teamsters and of Joint Council No. 28 of the International Brotherhood of 
Teamsters “for the period from January 1, 1951, to December 31, 1955, includ- 
ing cash receipts and disbursements, canceled checks, general ledgers, bills and 
invoices, bank statements, check stubs, correspondence files, memorandums, and 
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minutes of meeting.” Obviously, these records covering a period of 5 years 
would necessarily have to be shipped by truck or by rail. Furthermore, my 
counsel and I would naturally like to spend Christmas at home and, although 
we are willing to leave here on the afternoon of Christmas Day, we are not able 
to secure transportation on any flight leaving here for Washington, D. C., either 
on December 25 or December 26. We are advised that other officials of the 
teamsters union residing in Los Angeles, San Francisco, and Seattle have been 
summoned to appear before your committee on January 15, 1957. Under these 
circumstances, we request that our appearance be deferred until a January date 
convenient to your committee. We have not been advised concerning the par- 
ticular matter in which your committee is interested and the summons on its 
face asks for a general search of our records, papers, and documents, and not 
confined to matters which might be relevant to the inquiry. For these reasons, 
we reserve the right when we appear before your committee to invoke the fourth 
amendment to the Constitution, prohibiting unreasonable searches and seizures. 


FRANK W. BREwsTER, President. 


(The witness conferred with his counsel. ) 

Mr. Brewster. I haven’t a copy of this telegram, but this looks 
like it. I think it is the same telegram. 

The Cuatrrman. The Chair can assure you that that is what he 
received. 

Mr. Brewster. Yes, sir. 

The Carman. Thank you. 

I hand you a copy of the telegram which I sent to you, and also 
to Senator Jackson, a member of the committee. Will you identify 
this copy and state whether you received it ? 

(Document handed to witness. ) 

(The witness conferred with his counsel.) 

Mr. Brewster. That iscorrect. I received that. 

The Cuamman. That copy of the telegram may be printed in the 
record at this point. 

(The telegram referred to follows :) 


DECEMBER 21, 1956. 

Senator Henry M. JACKSON, 

411 United States Courthouse Building, 

Seattle, Wash., 

FRANK W. BREWSTER, 

1901 36th West or 583 John Street, 

Seattle, Wash., 

JOHN LINDSAY, Jr., 

19711 27th Northwest, 

Seattle, Wash.: 


Your appearance before this subcommittee postponed to January 15, 1957, at 
9: 30a. m. 


JOHN L. MCCLELLAN, 
Chairman, Senate Permanent Subcommittee on Investigations. 

The Cuarrman. Mr. Brewster, one of these subpenas was addressed 
to you, Frank Brewster, Joint Council 28, International Brotherhood 
of Teamsters, Chauffeurs, Warehousemen and Helpers, Seattle, Wash., 
and the subpena directed your appearance at 10 o’clock on the date of 
December 27, 1956, which date was later changed by telegram for yes- 
terday at 9:30. The subpena directs you to appear and to then and 
there testify what you may know relative to the subject matter under 
consideration by said committee: and produce the books and records 
of Joint Council 28, International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers, for the period from January 
1, 1951, to December 31, 1955, including cash receipts and disburse- 
ments, canceled checks, general ledgers, bills and invoices, bank state- 
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ments, check stubs, correspondence files, memorandums and minutes 
of meetings. 

Have you brought, Mr. Brewster, the material and documents di- 
rected by the subpena ? 

Mr. Brewster. I would like to read a statement. 

The CuarrMan. Just amoment. Can you answer whether you have 
brought them or not ? 

Mr. Brewster. No. 

The Cuarrman. Just one moment. 

The other subpena was addressed to you, Frank Brewster, Western 
Conference of Teamsters, Seattle, Wash. It directed you to appear 
on the date of December 27, 1956, and thereafter that was changed by 
telegram to the date of yesterday. The subpena directs that you 
then and there testify what you may know relative to the subject 
matters under consideration by said committee, and produce the books 
and records of the Western Conference of Teamsters for the period 
from January 1, 1951, to December 31, 1955, including cash receipts 
and disbursements, canceled checks, general ledgers, bills and invoices, 
bank statements, check stubs, correspondence file, memorandums and 
minutes of meetings. 

Did you comply with that subpena and have you brought the records 
the subpena called for ? 

Mr. Brewster. I have not. 

The Cuarrman. Now you say, Mr. Brewster, you have a statement ? 

Mr. Brewster. Yes, sir. 

The Cuamman. Have you submitted a copy of your statement to 
the committee, under the rule ? 

Mr. Brewster. Yes, sir; I have. 

The Cuarrman. I have not seen the statement. Just one moment. 

May I see it? 

Senator Symrneton. Mr. Chairman’ would you read it to the rest 
of the committee ? 

The CramMan. There is a copy there. 

Mr. Kennepy. There are only two copies. 

Mr. Basserr. If I may, Mr. Chairman, I have additional copies. 

The Cratrman. Pass them out and the committee members will 
read it. We will then determine whether it will go into the record. 

Senator McCarrny. Was this filed with the committee? 

Mr. Kennepy.. Yes, it was. 

_ The Cuarrman. Mr. Brewster, the Chair will rule that you may read 
into the record, if you desire, the statement which you have submitted. 

Mr. Brewster. The first one will be Joint Council 28. 

On Saturday, December 15, 1956, there was served on me a subpena 
addressed to “Frank Brewster, Joint Council 28, International Broth- 
erhood of Teamsters, Chauffeurs, Warehousemen & Helpers, Seattle, 
Wash.” 

I am the Frank Brewster named in said subpena. My address is 553 
John Street, Seattle, Wash. I am president of the Joint Council 28, 
which is a voluntary, unincorporated association organized as a labor 
union, chartered by the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen & Helpers of America (affiliated with the 
A. F. of L.-CIO). Joint Council 28 is composed of 47 local unions, 
chartered by the International Brotherhood of Teamsters, Chauffeurs, 
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Warehousemen & Helpers of America, located in the State of Wash- 
ington. 

The above-mentioned subpena commanded me to produce before 
you— 
the books and records of the Joint Council 28, International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen & Helpers, for the period January 1, 1951, 
to December 31, 1955, including cash receipts, disbursements, canceled checks, 
general ledgers, bills and invoices, bank statements, check stubs, correspondence 
files, memoranda, and minutes of meetings. 

I desire to state to you my reasons for not producing any financial 
records or other papers or documents in response to this subpena. My 
reasons are: First, | am advised by counsel that in attempting to inves- 
tigate Joint Council No. 28, and to examine the financial records, corre- 
spondence, minutes of meetings, and other documents described in the 
said subpena, the subcommittee is proceeding in excess of its lawful 
authority ; second, I am further advi-ed by counsel that the language 
in said subpena is so broad, sweeping. and lacking in particularity as 
to constitute an unreasonable search and seizure under the fourth 
amendment of the Constitution of the United States. 

The CuHatrman. May I ask you, Mr. Brewster, this question: You 
say that the language of said subpena is so broad, sweeping, and lack- 
ing in particularity as to constitute an unreasonable search. May I 
ask you if you know what a cash receipt is? 

Mr. Brewster. Yes, I know what a cash receipt is. 

The Cuatrman. You do? 

Mr. Brewster. Yes. 

The Cuarmman. Do you know what a canceled check is? 

(The witness conferred with his counsel.) 

Mr. Brewster. Yes, I know what a canceled check is. 

The Cuarrman. Do you know what general ledgers are? 

Mr. Brewster. Yes. 

The Cuarrman. Bills and invoices? 

Mr. Brewster. Yes. 

The Cuarrman. Bank statements? 

Mr. Brewster. Yes. 

The Cuareman. Check stubs? 

Mr. Brewster. Yes. 

The Cuarrman. Correspondence files? 

Mr. Brewsver. Yes. 

The Cuamrman. Memoranda and minutes of meetings? 

Mr. Brewster. Yes. 

The Cuarrman. Then there is no misunderstanding on the part of 
you as the witness as to the records that the committee subpenaed ? 

Mr. Brewster. No, there is no misunderstanding. 

The Cuarrman. No misunderstanding? 

Mr. Brewster. No. 

The Cuarrman. Then you have full knowledge, and the subpena 
did give you accurate information as to the records that the committee 
desired ? 

(The witness conferred with his counsel.) 

Mr. Brewster. I don’t know, or I wouldn’t know, by a broad state- 
ment of these things that you asked for, of what you were investigating 
when you got them. 
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The CHatrman. You have been so advised now by the statement 
the Chair put in the record this morning. Whether you understood 
what we were investigating or not investigating, I wanted to make 
clear that there wasn’t any confusion in your mind as to the records 
the committee subpenaed. You seem to be able to identify them, and 
you say you know what they are. I want to make that clear for the 
record. 

Now, Mr. Brewster, the committee, in pursuit of its congressional 
duties, and with the power and authority invested in it, and the 
responsibilities with which it is charged under law and under the 
rules of the Senate, expects you to produce these records. The Chair 
wants to be as considerate as he can be, but we want to determine if we 
can get these records. Therefore, I would like to inquire whether 
you are prepared to, at this time, answer such questions along these 
lines as the committee may desire to propound to you. 

(The witness conferred with his counsel.) 

The CHarrman. You raise a question of constitutionality and a 
question of the committee exceeding its authority. I want you to 
state your position with reference to that before I proceed further. 

(The witness conferred with his counsel.) 

Mr. Brewster. I do not intend to answer any questions until the 
committee is lawfully and legally recognized, this committee, as to its 
authority. 

The CuHarman. You are refusing, then, as of the moment to recog- 
nize the authority of the committee and its right to inquire into the 
subject matter and to receive from you the documents it has 
subpenaed ? 

Mr. Brewster. That is right. 

Senator McCartny. Mr. Chairman, I was going to say I have seen 
counsel and the witness conversing here, which, of course, they have 
a perfect right to do. Iam not going to press the motion now, but, 
for the benefit of the members of the committee, I shall move at the 
conclusion of this day’s session that the attorney for the laboring man 
not represent a union leader accused of misuse of the laboring man’s 
funds. 

[ am not accusing you of anything, you understand, but it has been 
charged that you have misused the laboring man’s funds. I have no 
way of knowing whether that is true or not. I think it would be 
highly improper for a lawyer to represent you and be on the payroll 
of the laboring man. He certainly cannot serve those two masters at 
one time. 

I am not going to press the motion now, on this point. 

The CHairmAn. We will take that up in an executive session. 

Senator MoCarruy. Mr. Bassett, do you not think this puts you 
in an unusual position, to be on the payroll of the laboring man and, 
at the seme time, defending the union leader who is accused of mis- 
using the laboring man’s funds? Do you feel you can represent both 
of them at the same time? 

Mr. Basserr. Senator McCarthy, may I answer in this way: I am 
not aware that Mr. Brewster has been accused of misusing union 
funds. I don’t think he has knowledge of any accusation of that kind. 
Should that develop, then I will decide for myself whether I will 
continue to represent the labor union or accept a retainer from Mr. 
Brewster in some criminal proceeding. 
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Senator McCartuy. You say you will decide for yourself? 
Mr. Basserr. Yes. 


Senator McCarruy. I think you are making a mistake there. I 
think the committee will decide for you, most likely, whether you can 
be representing the working man and representing Mr. Brewster. 

Mr. Basserr. I think I said whether I would represent him in a 
criminal proceeding. As his lawyer I would decide that. 

Senator McCarruy. This is not a criminal proceeding. 

Mr. Basserr. I understand that. 

Senator McCarruy. This is an investigation, as Senator Mc- 
Clellan’s statement so clearly puts forth, among other things, to de- 
termine what additional legislation is required. So this is not a 
criminal proceeding. 

May I say, Mr. Chairman, in view of the fact this will be coming 
up constantly, that I think it would be highly improper for a lawyer 
who is on the payroll of the laboring man to represent the union 
leaders. 

The Cuamman. That is a subject which we wil' bring up in a 
business meeting of the committee, and discuss and resolve. The 
immediate thing I want to determine here is whether we are con- 
fronted with a problem which can only be resolved by authorized 
and established procedures, or if we can pursue it in the usual and 
ordinary course of the performance of our duties. If we cannot, 
then we will have to take up other issues on the question. 

But, under the circumstances, the Chair is thoroughly convinced, 
and I believe the members of this committee are, that this commit- 
tee does have jurisdiction over the subject matter under inquiry, that 
it has a right to subpena a witness and require his — It also 
has a right to subpena the records that are prescribed in the two sub- 
penas the witness has received, and with the knowledge he has re- 
ceived. 

As of now, the Chair holds that the question of jurisdiction raised, 
and the alleged violation of the search-and-seizure provision, the. 
fourth amendment of the Constitution of the United States, are not 
tenable; they are not well founded. But I want to be exceptionally 
fair and considerate. 

We have hearings scheduled for tomorrow. At that time we will 
be going into other similar matters. If there is no objection on the 
part of the committee, I will dismiss the witness until tomorrow 
morning at 10 o’clock, and let him and his counsel have an oppor- 
tunity to think this matter over. At that time they will come before 
the committee again and we will proceed to ask those questions which 
we expect him to respond to. 

If you then refuse, the committee will consider what action un- 
der those circumstances it should take. 

Senator Symrneron. Will that be in executive session or an open 
hearing ? 

The CHarman. I expect to call open hearings for tomorrow. 

Mr. Basserr. Mr. Chairman, Mr. Brewster has read a statement 
as to why he did not bring the records of Joint Council 28. He has 
filed a statement in which he has given his reasons for not bringing 
the records subpenaed with reference to the Western Conference of 
Teamsters. May the record show that for the same reasons stated 
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with respect to Joint Council 28, the two reasons given, he has not 
brought the records of the Western Conference ? 

The Cuairman. Do you have another statement? Did you have 
two separate statements? 

Mr. Brewster. Yes, sir. 

The CuarrmMan. You read one? 

Mr. Brewster. Yes, sir. 

The Cuairman. The other one may be printed in the record follow- 
ing the one you read. The Chair meant to have that done. The Chair 
overlooked it. We keep this record straight, as far as it is possible 
to do so. 

(The statement referred to appears in testimony of January 19, 
1957, following.) 

The CHatrMAN. Mr. Brewster, you will now be excused until tomor- 
row morning at 10 o’clock. Y ou will appear then, and the Chair will 
instruct you to be prepared to answer the committee’s questions. 

Senator McCarruy. Could I ask, Mr. Bassett, are you receiving an 
annu:l fee from the union ¢ 

Mr. Basserr. I am paid a retainer, Senator McCarthy, by the 
Western Conference and also by Joint Council 28. 

Senator McCarrnuy. That is an annual retainer ? 

Mr. Basserr. Yes, sir. 

Senator McCartruy. Would you object to telling us how much 
that is? 

Mr. Basserr. Yes, sir; 1 would. I would rather not. It is not 
because it amounts to a great deal, but I do not think I am called upon 
here to—— 

Senator McCarrny. I do not know whether the Chair will agree 
with me or not but I think we are entitled to know how much money 
you are getting from the laboring man when representing Mr. Brew- 
ster. Therefore, I am going to insist upon it, unless the Chair vetoes 
the insistence. 

The Cuarrman. We can take that up tomorrow. 

Mr. Basserr. I am appearing here as counsel for the Western 
Conference of Teamsters and also Joint Council 28. Those are the 
organizations whose records were required to be produced by this 
subpena. 

After reflecting on your former question, I feel that what I am doing 
here is covered by that annual retainer. Mr. Brewster isn’t here per- 
sonally. He is here as an officer of these two organizations. 


The Cyamrman. He may also be personally. He was subpenaed 
personally. 


Mr. Basserr. He is here in person. 

The Cuairman. I think he will be interrogated in person. 

All right, you may be excused until 10 o'clock in the morning. 

Senator McCarruy. I think Mr. Brewster should be informed that 
he is appearing not merely in his official capacity as an officer of the 
union, but he is appearing as an individual able to give us evidence 
which we need. 

The Cuarrman. I had thought the Chair so indicated. I meant to. 

No other inference could come from my remarks, speaking in the 
presence of his counsel as I did. 
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Mr. Brewster. This is off the record, gentlemen. I come in in the 
morning in an open hearing, and you know it will be impossible for 
me, no matter what we do, to get the records here, 

The Cuaimrman. If you come in in the morning and in good faith 
tell me you will produce the records, that is another consideration. 
I am not saying what action the committee will take. 

Mr. Brewster. I wondered what the difference would be between 
this afternoon and tomorrow morning. 

The Cuarmman. I will give you every opportunity. I hope I am 
leaning over in your direction to be fair. 

Mr. Brewster. Thank you very much. 


* * * * * * * 


VIOLATIONS OR NONENFORCEMENT OF GOVERNMEN’ 
LAWS AND REGULATIONS IN THE LABOR <a 
FIELD 


Untrep Srates SENATE, 

SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 

OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Saturday, January 19, 1957. 

The subcommittee met at 10:20 a. m., pursuant to Senate Resolu- 
tion 188, agreed to February 16, 1956, in room 357 of the Senate 
Office Building, Senator John L. McClellan (chairman of the sub- 
committee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina ; Senator Joseph R. McCarthy, Republican, Wisconsin; 
Senator Karl E. Mundt, Republican, South Dakota ; Senator Chap- 
man Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcom- 
mittee; James N. Juliana, chief counsel to the minority; Jerome 8. 
Adlerman, assistant counsel; Ruth Y. Watt, chief clerk. 

The Cuatrman. The subcommittee will be in order. 

(Present at the convening of the hearing were Senators McClellan, 
Jackson, Symington, McCarthy, Mundt, and Revercomb.) 

The Cnarman. The Chair wishes to announce as we resume public 
hearings that in the interim since yesterday at noon when we recessed, 
the committee has heard a number of witnesses in executive session. 
witnesses who gave testimony of importance quite pertinent to the 
subject matter under inquiry and testimony that indicates conditions 
prevail that are of interest to the Congress in its investigation of 
Government operations with respect to its efficiency and economy. 

Some of those witnesses may have testified reluctantly under some 
apprehension as to what might happen to them if their testimony 
should be revealed. The Chair took occasion during that executive 
session to instruct those witnesses that they remained under the cog- 
nizance of the committee, under their present subpena, and they are 
likely to be called to testify in public. 

The Chair instructed them that if anyone attempted directly or 
indirectly to intimidate them or coerce them or threaten them in any 
way, they should report that to the committee at once and the com- 
mittee would take appropriate action thereon. 
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[ think that is a proper attitude for this committee to take toward 
those witnesses whom it subpenas and who give pertinent and vital 
testimony to the subject of this inquiry and under compulsion of a 
subpena. That is the rule of the committee, and we will try to 
observe it if the witness will cooperate with us if any such attempt at 
intimidation or coercion or any threats are made against them. 

The first thing the Chair wishes to do is to insert in the record at 
this point a letter received this morning from Mr. Kenneth C. Mc- 
Guiness, General Counsel of the National Labor Relations Board, in 
response to a letter written by the committee and to the Secretary of 
Labor on January 8, 1957, requesting certain information regarding 
a number of labor organizations including the International Brother- 
hood of Teamsters, Chauffeurs, Warehousemen and Helpers, Joint 
Council 42, Los Angeles, Calif., and also the Western Conference of 
Teamsters, Seattie, Wash. 

The letter will be printed in the record at this point and the docu- 
ments submitted along with the record, photostatie copies of official 
documents now on file with the National Labor Relations Board and 
the Department of Labor—all the documents submitted with the 
letter will be made exhibit No. 22 for reference. 

(The documents referred to were marked “Exhibit No. 22” for 
reference and will be found in the appendix. ) 

The CuarrMan. The letter, among other things, states: 





Your letter of January 8, 1957, addressed to Boyd Leedom, Chairman, National 
Labor Relations Board, requested certain documents and information pertaining 
to compliance status of named union organizations. Of those organizations 
named, we find that the following have no compliance documents on file with us. 


That includes the two unions and the two organizations I have men- 
tioned and others that are listed in the letter. 
( The letter referred to follows:) 


Hon. JoHn L. McCLeLLAN, 
Chairman, Senate Permanent Subcommittee on Investigations, 
United States Senate, Washington, D.C. 


DEAR SENATOR MCCLELLAN: Your letter of January 8, 1957, addressed to Boyd 
Leedom, Chairman, National Labor Relations Board, requested certain documents 
and information pertaining to the compliance status of named union organ- 
izations. 

Of those organizations named we find that the following have no compliance 
documents on file with us: 


International Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers, 
Joint Council No, 42, Los Angeles, Calif. 

Western Conference of Teamsters, Seattle, Wash. 

Joint Teamsters Building Association, Portland, Oreg. 

Joint Teamsters Building Association, Seattle, Wash. 

Joint Council No. 28 Promotional League, Seattle, Wash. 

National Trade Division of Laundry, Linen, and Dry Cleaning Drivers, Seattle, 
Wash. 

Joint Council No. 28 Legal Fund, Seattle, Wash. 

Joint Council No, 28 Legislative Funds, Seattle, Wash. 

Joint Council No. 28 Donation Funds, Seattle, Wash. 

Joint Council No. 483 Public Relations Division, Los Angeles, Calif. 

Western Line Drivers Association, Los Angeles, Calif. 
For the following organizations we attach hereto the documents requested, 

viz, NLRB forms 1080 and 1085 which were current as of December 31, 1955: 


International Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers, 
Washington, D. C. 


S7958—57 
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Teamsters Joint Council No. 28, Seattle, Wash. 

Teamsters Joint Council No. 37, Portland, Oreg. 

Local 174, Teamsters, Seattle, Wash. 

Local 472, Inside Brewery Workers, Warehousemen and Helpers, Seattle, Wash. 

International Union, Allied Industrial Workers of America, AFL-CIO, formerly 
United Automobile Workers, AFL. 

Local 223, Teamsters, Portland, Oreg. 

Local 321, Teamsters, Bend, Oreg. 

(You requested Local 324, General Teamsters, Salem, Albany, Corvallis, 
Lebanon, Newport, McMinnville and vicinity, Oreg. We have wired request- 
ing the material on local 324 and will deliver it to you as soon as it is 
received.) 


Local 618, Automotive, Petroleum and Allied Industries Employees Union, 

Teamsters. 

(You ask for National Automotive, Petroleum and Allied Trades Division, 
St. Louis, Mo. You gave no local number. We assume that we are correct 
in sending the attached, having found no other organization with a similar 
name. ) 
Local 961, Line Drivers, Teamsters, Denver, Colo. 
Central Conference, St. Louis, Mo. 

As to Local 227, Allied Industrial Workers of America, we attach a copy of a 
complete memorandum from our New York office. No photostats were supplied, 
but the information which would have been on such photostats if attached will 
be found in the memorandum in parentheses. 

Southern Conference of Teamsters filed originally with us on March 30, 1956, 
and therefore there are no documents which were in effect as of December 31, 
1955. 

This, I believe, covers the organizations listed by you concerning the photostats 
requested. We are presently compiling information on those organizations 
which have filed with us covering their officers from January 1949 to December 
1956, and will supply you with this information within a week. 

Sincerely yours, , 
KENNETH C. MCGUINESS, 
General Counsel. 
* * * * * * * 

Call the next witness. 

Mr. Kennepy. Frank W. Brewster. 

The Cuarrman. Mr. Brewster, come forward, please. 

You do solemnly swear that the evidence you shall give before this 
Senate investigating subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Brewster. I do. 


TESTIMONY OF FRANK W. BREWSTER, CHAIRMAN, WESTERN 
CONFERENCE OF TEAMSTERS, SEATTLE, WASH., AND PRESIDENT 
OF JOINT COUNCIL NO. 28, SEATTLE, WASH.; ACCOMPANIED BY 
COUNSEL, SAMUEL B. BASSETT, SEATTLE, WASH. 


The CHamman. Please state your name, your place of residence, 
and your business or occupation. 


Mr. Brewsrer. My name is Frank W. Brewster, 553 John Street, 
Seattle, Wash. 

I have a statement—— 

The CHairMan. Will you state your occupation, please, sir? 

(The witness conferred with his counsel. ) 

Mr. Brewster. My occupation is in the statement. 
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The CHairman. You can read the statement after you state your 
occupation, if the statement is in order, if the rules have been complied 
with. 

Mr. Krennepy. Is it the same statement ? 

Mr. Brewsrer. It is the same statement: 

The Cuarrman. I am advised that the rules have been complied 
with, and you will be permitted to read your statement after stating 
your occups ition. 

(The witness conferred with his counsel.) 

Mr. Brewsrer. It is the same thing I read a few days ago. 

The Cuarrman. Will ren state your occupation, please? 

Mr. Brewster. May I advise with my attorney, please? 

The CuHamman. He can advise you as to your legal rights. 

Senator Munpr. I think we should identify the attorney, Mr. Chair- 
man. 

Mr. Brewster. I refuse to give it because it is in the statement. 

The Carman. Just one moment. 

Counsel, will you identify yourself, please ? 

Mr. Basserr. My name is Samuel B. Bassett, of Seattle, Wash., 
attorney at law. 

The Carman. The Chair has asked you the question as to what is 
your pr oe occupation or business. 

Mr. Brewster. I refuse to give it because it is in the statement, and 
I don’t as tpatd the committee has any authority to ask me. 

The CHamman. The Chair orders and directs you to answer the 
quest ion. 

Mr. Brewster. I courteously decline to answer the question, because 
I do not believe the committee has the authority to interrogate me. 

The Carman. The Chair again asks you the question: What is 
your present business, occupation, or profession? I now order and 
direct you to answer that question now before this committee proceeds 
further. 

Mr. Brewster. I respectfully refuse on the grounds that I have al- 
ready stated. 

Mr. Kennepy. Have you another copy of the statement? 

Mr. Basserr. Yes, sir. 

The Cuarrman. All right, Mr. Counsel, you may proceed to question 
the witness. 

Mr. Brewster. I have two statements, Mr. Chairman. 

The Cuatrman. I wish to state to the witness that we have required 
this from each witness who has testified in these hearings. The Chair 
is not disposed, unless he is overruled by the committee, to grant you 
any special privileges with respect to the procedure of this committee. 

Senator Munpr. I think the Chair is exactly right. We have to 
treat all witnesses the same. If he has it in his statement, all he has 
to do is tell us, and then read his statement. We cannot let the wit- 
nesses run this committee. 

Senator McCarruy. Mr. Chairman, I certainly will not vote to over- 
rulethe Chair. But in view of the fact th: it, most likely, criminal pro- 
ceedings will arise out of these hearings, I think we should lean over 
backwards to give the witness every sossible r ight. It is a brief state- 
ment. We have heard it before. As I say, I certainly will not vote 
to overrule the Chair, but I think nothing! can be lost by letting him 
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read his statement. He says he states his occupation in the statement. 
I would say waste the 2 or 3 minutes and let him read it. 

That would be my thought. I am not making such a motion, but 
I would strongly urge the Chair to let him read his statement. 

The Cuairman. Does : any other member of the committee wish to be 
heard ? 

Mr. Counsel, you may proceed to question the witness. 

Mr. Kennepy. You are president of the Western Conference of 
Teamsters ? 

Mr. Brewster. I refuse to answer, because it is in the statement that 
is filed, and I have it before me to read. 

Mr. Kennepy. What about the Joint Council 28 of Teamsters’? Are 
you president of that ? 

Mr. Brewster. I refuse for the same reason. 

Mr. Kennepy. I would like to ask you, just as we start out—— 

Mr. Basserr. Mr. Chairman, may I ask a question ? 

Mr. Kennepy. Would you identify those documents, please / 

(Documents handed to witness. ) 

The Cuarrman. Did counsel address the Chair? 

Mr. Basserr. Will the witness be permitted to read the statement ? 

The Cuairman. No; unless he cooperates with the committee. Iam 
not going to let this witness or any other witness tell the committee how 
it should proceed. We have a rule here, and this is simply treating 
your client just as all others who have appeared before the committee. 

Senator McCartuy. Mr. Chairman, I do not want to beat this sub- 
ject unnecessarily. But on this witness there is evidence of very 
serious activities on his part. I am inclined to think that criminal 
prosecution will arise out of this. We do have a rule that if a state- 
ment is presented 24 hours ahead of time that he be allowed to read it. 

You never know when you will run into a Bailey Aldrich in one of 
these cases. So he cannot have any possible excuse, any possible out, 
Mr. Chairman, I do urge that he be allowed to read it, not out of any 
consideration for him, but having a view to the later action that may 
arise out of this hearing. I wish the chairman would reconsider it 
It would just take 3 minutes. 

Senator Jackson. I suggest to let him read it. 

The Cuatrman. Is there a majority? 

Senator Revercoms. I will go along with it. 

The CHatrman. The majority has overruled the Chair. You are 
permitted to read your statement. Proceed. 

Senator McCarrny. Let us have the record clear. I am not voting 
to overrule the Chair. I am merely making a suggestion that the 
Chair allow him to read it. I am making no motion. I would cer- 
tainly not make a motion to overrule the Chair. 

The Cuairman. Well, since there is a majority that the Chair let 
him read it, the Chair will let him read it. The Chair tries to operate 
this as a committee, as I think my colleagues know. Sometimes the 
Chair’s judgment is not the best. Sometimes the judgment of the 
majority is the best. 

All right. You are permitted to read the statement. But T want 
to make it perfectly clear, as far as the Chair is concerned, that I do 
not intend to show you any special privileges over anybody else, just 
because you may be a big shot in the union. I want that understood. 

Proceed. 


' 
' 
5 
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Mr. Brewster. Thank you, Mr. Chairman. 

On Saturday, December 15, 1956, there was served on me a subpena 
addressed to Frank W. Brewster, Western Conference of ‘Teamsters, 
Seattle, Wash. I am the Frank W. Brewster named in said subpena. 
My address is 553 John Street, Seattle, Wash. I am chairman of the 
Western Conference of Teamsters, which is a voluntary, uninco 
rated association chartered by the International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen, and Helpers of America, affil- 
iated with the A. F. of L. and CIO. The Western Conference of 
Teamsters is composed of 258 local unions and 10 joint councils, 
chartered by the International Brotherhood of Teamsters, Chauffeurs, 
Warehousemen, and Helpers of America, located in the 11 Western 
States. the Territories of Hawaii and Alaska, and the province of 
British Columbia, Canada. Its chief objectives are to aid and assist 
its affiliated local unions and joint councils in furthering the organi- 
zation of working men and women in all branches of jurisdiction of the 
teamsters union; to carry on a program of education for the benefit 
of the officers and members of its affiliated local unions and joint 
councils, and to promote sound public relations. 

The above-mentioned subpena commanded me to produce before 
you the books and records of the Western Conference of Teamsters 
for the period from January 1, 1951, to December 31, 1955, including 
cash receipts and disbursements, canceled checks, general ledgers, 
bills and invoices, bank statements, check stubs, correspondence files, 
memoranda, and minutes of meetings. 

I desire to state to you my reasons for not producing any financial 
records or other papers or documents in response to this subpena. 
My reasons are: First, I am advised by counsel that in attempting 
to investigate the Western Conference of Teamsters and to examine 
the financial records, correspondence, minutes of meetings and other 
documents described in said subpena, the subcommittee is proceeding 
in excess of its lawful authority. 

Second, I am further advised by counsel that the language of the 
subpena is so broad, sweeping, and lacking in particularity as to 
constitute an unreasonable search and seizure under the fourth amend- 
ment of the Constitution of the United States. 

This is signed by Frank W. Brewster. 

The CuatmrmMan. Your other statement is the same, only refers to 
another organization, is that correct, Mr. Brewster, as to the reasons? 

Mr. Brewster. That is correct, Mr. Chairman. 

The Cuarrman. Then the other statement may be printed in the 
record without taking time to read it. 

It gives the same reason ¢ 

Mr. Brewsrer. Yes. 

The CuarrmMan. You have no objection to that, I am sure. 

(The statement referred to follows :) 

To the Honorable Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations of the Senate of the United States: 


On Saturday, December 18, 1956, there was served on me a subpena addressed 
to: “Frank Brewster, Joint Council No. 28, International Brotherhood of Team- 
sters, Chauffeurs, Warehousemen, and Helpers, Seattle, Wash.” 

I am the Frank Brewster named in said subpena. My address is 553 John 
Street, Seattle, Wash. I am president of Joint Council No. 28, which is a 
voluntary unincorporated association, organized as a labor union, chartered by 
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the International Brotherhood of Teamsters, Chauffeurs, Warehousemen, and 
Helpers of America (affiliated with the AFL-CIO). 

Joint Council No. 28 is composed of 47 local unions, chartered by the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehousemen, and Helpers of 
America, located in the State of Washington. 

The above-mentioned subpena commanded me to produce before you “the books 
and records of Joint Council No. 28, International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen, and Helpers, for the period from January 1, 1951, 
to December 31, 1955, including cash receipts and disbursements, canceled checks, 
general ledgers, bills and invoices, bank statements, check stubs, correspondence 
files, memoranda, and minutes of meetings.” 

I desire to state to you my reasons for not producing any financial records 
or other papers or documents in response to this subpena. My reasons are: 

First, I am advised by counsel that in attempting to investigate Joint Council 
No. 28 and to examine the financial records, correspondence, minutes of meet- 
ings and other documents described in said subpena, the subcommittee is pro- 
ceeding in excess of its lawful authority. 

Second, I am further advised by counsel that the language of said subpena is 
so broad, sweeping, and lacking in particularity as to constitute an unreason- 
able search and seizure under the fourth amendment to the Constitution of the 
United States. 

FRANK W. BREWSTER. 

The Cuarmrman. Counsel, please proceed. 

Mr. Kennepy. I have some documents there. Would you identify 
the documents? 

Mr. Brewster. I refuse to identify the documents because I don’t 
believe this committee has the authority to ask me to. 

The Cuarrman. You are ordered to identify the documents. 

Mr. Brewsrer. I still respectfully refuse to identify the documents 
because I do not believe this committee has the authority. 

The Cuatrman. Proceed with the questioning, please. 

Mr. Kennepy. Would you identify the document for us, Mr. 
Adlerman / 

Mr. ApterMAN. I hold in my hand a labor organization registra- 
tion form, filed in accordance with Public Law 101, 80th Congress, 
with the Bureau of Labor Statistics, United States Department of La- 
bor, Washington, D. C., dated July 23, 1953, signed by Mr. F. W. 
Brewster. It contains the usual form of statement, under section 9 (f) 
and (g) of the Labor Management Act of 1947, and provides the name 
of the organization, its principal place of business, and its parent 
organization, the names of the officers, including Dave Beck, F. W. 
Brewster, and b. I. Bowen. 

Mr. Kennepy. For what year is that? 

Mr. ApitermMaNn. It is dated July 23, 1953. 

The Cuairman. He is reading this for the purpose of asking a ques- 
tion. 

Mr. Kennepy. Would you show that document to Mr. Brewster ? 

The Cuamman. May I ask Mr. Brewster to examine the document 
just read to him by a member of the staff, and identify the document 
as a photostatic copy of the record. I ask that the staff member submit 
it to Mr. Brewster, lay it in front of him as he is testifying. 

The Chair asks you to identify that document, if you can. 

{At this point, Senator Symington entered the hearing room.) 

Mr. Brewster. I respectfully refuse to examine the document be- 
cause I don’t think this committee has the authority to direct me 
to do it. 

The Cuarrman. You are ordered and directed to identify the docu- 
ment, if you can do so. 


: 
: 
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Mr. Brewster. I respectfully refuse for the same reason. 

The CuarrMan. You will examine the signature of that document, 
and state whether that is a photostatic copy of your signature on the 
original document. 

Mr. Brewster. I refuse to examine the signature for the same 
reason. 

The Cuarrman. You are ordered and directed to examine it. 

Mr. Brewster. I refuse for the same reason. 

The Cuarrman. Do you state that the report made therein with 
respect to the organization that it is reporting on is true, correct, 
or false ¢ 

Mr. Brewster. I refuse because I don’t believe this committee has 
the authority to examine me. 

The CHairMAN. I order and direct you to answer the question. 

Mr. Brewster. I refuse for the same reason. 

Senator Symrneron. May ask a question, Mr, Chairman ? 

The CuHairman. You refuse for the same reason. 

Senator Symineron. Mr. Brewster, do you believe that any com- 
mittee of the Senate has a right to look into your activities, and, if so, 
which one? 

Mr. Brewster. I refuse at this time to answer that one, for the rea- 
son that I don’t believe you have the authority to ask me that. 

The Cuamman. You are ordered and directed to answer the ques- 
tion. : 

Mr. Brewster. I refuse for the same reason. 

Senator Symrneton. Congress makes the laws, and the executive 
branch administers the laws, but you do not think that any committee 
of Congress has the right to see whether the laws are being carried out, 
is that correct ? 

Mr. Brewster. I refuse to answer the question because I am before 
a committee that in my opinion is illegally questioning me. 

The CuHarrmMan. You are ordered and directed to answer the ques- 
tion. 

Senator Symineton. Are you taking this position on the basis of 
legal advice ? 

Mr. Brewster. I am. 

Senator Symineton. Thank you. 

The CHarrMan. Mr. Adlerman, be sworn, please. 

You do solemnly swear that the evidence you shall give before this 
Senate Investigating Subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. ApLerMAN. I do. 


TESTIMONY OF JEROME S. ADLERMAN, ASSISTANT COUNSEL, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS 


The Cuarrman. What is the document that you hold in your hand 
that you have just presented to the witness ¢ 

Mr. ADLERMAN. It is the labor organization registration form filed 
pursuant to Public Law 101, 80th Congress, sections 9 (f) and (g), 
containing the financial statements. 

The CHairMaANn. It is a photostatic copy ? 

Mr. ADLERMAN. It is a photostatic copy. 
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The Cuarrman. Where did the committee procure it ? 

Mr. AptermMaNn. From the Department of Labor. 

The CuatrmMan. From the Department of Labor ? 

Mr. ApterMAN. That is correct, sir. And it bears a stamp received 
July 27, 1953, Department of Labor, Bureau of Labor Statistics. 

Senator Munpr. Does it carry a signature? 

Mr. ApiermMaANn. Yes. It carries a signature of F. W. Brewster, 
secretary. 

Mr. Kennepy. And that is for Joint Council 28, of the Teamsers? 

Mr. Apterman. This is for Joint Council No. 28, the Teamsters. 

Senator McCarrny. That is a financial statement ? 

Mr. ApLeRMAN. That is correct. 

The CuarrMan. That is a financial statement? 

Mr. Apterman. That is correct. 

The CuarrmMan. Does it show in there the official position of the 
witness, Mr. Brewster ? 

Mr. ApLERMAN. It does, sir. Section 4 (a), subdivision 2, F. W. 
Brewster, secretary. 

The Cuatrman. Is there anything else of Mr. Adlerman? 

Mr. Kennepy. No; that is all. 

The Cuarrman. One moment. 

With respect to the first document exhibited to Mr. Brewster, the 
witness, and the document which has just been identified and referred 
to by the witness Adlerman, let it be made exhibit No. 23. 

(Exhibit No. 23 was marked for reference and will be found in 
the appendix.) 

Senator McCarruy. Referring to the last exhibit, was that a correct, 
accurate financial statement ? 

Mr. AptermMaNn. Are you directing the question at Mr. Brewster? 

Senator McCartuy. To the witness Brewster. 

Mr. Brewster. I refuse to answer for the same reason as I have 
already expressed. 

Senator McCarruy. Mr. Brewster, you are high in labor circles. 
You owe a duty to I do not know how many million people. Do you 
think they are entitled to know whether that is an accurate statement 
or not? 

Mr. Brewster. I refuse to answer because I don’t believe you have 
the authority to ask me. 

The Cuarrman. I order and direct you to answer the question. 

Mr. Brewster. I refuse to answer for the same reason. 

The CHatrmMan. Proceed. 

Senator McCarruy. Mr. Brewster, do you not think that the labor- 
ing man, whose money you are accused of misappropriating, should 
know how the money is being spent, where it is going, whether accurate 
statements are being made or not? Do you not think he is entitled 
to that? 

Mr. Brewster. I refuse to answer, because I don’t believe you have 
a right to question me. 

The CHatmMAN. I order and direct the witness to answer the 
question. 

Mr. Brewster. I refuse for the same reason. 

Senator McCarruy. I will ask a question now that Senator Mundt 
asked of a witness yesterday, I think a very pertinent question. Do 
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you think the Congress of the United States has the right to get 
answers to the questions, the type of which we are asking here? 

Mr. Brewster. I refuse to answer because I don’t believe you have 
the authority to ask me. 

Senator McCartuy. Do you think that you can set yourself above 
the Congress, and disregard any accurate report to the laboring man 
whose money you are using; do you think that? 

Mr. Brewster. I refuse to answer you, because I do not believe you 
have the authority to ask me. 

The Cuamman. The Chair would like to propound a question or 
two to you. Do you take the position that a committee, charged with 
the duty of studying government at all levels to determine its effi- 
ciency and economy, ha as no authority to get testimony from you or 
other witnesses with respect to false and fraudulent statements they 
file with an agency of this Government in order to seek certain privi- 
leges granted under the law, by virtue of complying with the law to 
file such statements? 

Mr. Brewster. I refuse to answer for the reason that I don’t be- 
lieve you have the authority to ask me. 

The Cuarman. You are ordered and directed to answer the ques- 
tion. 

Mr. Brewster. I decline for the same reason. 

The CuatrMan. The statement just presented to you is required to 
be filed, under the law. It is filed with an agency of this Government, 
and this committee is charged with the duty of inquiring into the 
efficiency and economy of the operation of that agency as a con- 
stituent part of this Government. Therefore, the Chair orders and 
directs you to answer these questions upon that premise, and for the 
further reason that in the course of such examination into the effi- 
ciency and economy of Government, it is the duty of this committee to 
report upon such of its findings as it may make in that area to the 
Congress. 

Therefore, the Chair orders and directs you to answer these ques- 
tions upon that basis. 

F wurther, if legislation is needed to improve the efficiency and econ- 
omy of the Government, under the law, this committe is charged with 
the duty of so reporting to the Congress. Therefore, upon that basis 
the Chair orders and directs you to answer these questions. 

You stated your objections for not answering. The Chair states 
the reasons why you should answer. 

In addition to those I have already stated is the reason that labor 
organizations, under the law, are tax-exempt organizations. You 
have stated your reasons, and T state the reasons why this committee 
is looking into this matter, It is impossible for this committee to dis- 
charge its duties and responsibilities under existing law and the rules 
of the Senate, unless it can procure testimony of this nature, and unless 
it can compel. witnesses to give such testimony. 

Mr. Adlerman, you have another document, have you? 

Mr. ApLERMAN. Yes, sir. 

The Cuarrman. Will you identify that document? 

Mr. Apterman. This is a similar labor organization registration 
form, filed under Public Law 101, 80th Congress, of the Joint Council 
= = ee No, 28, received by the Department of Labor October 10, 

2, Bureau of Labor Statistics. 


87968—57—_4 
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The Cuatrman. Does the witness’ signature appear on that photo- 
static copy that you just identified ? 

Mr. Apterman. It does. 

The Cuarrman. The name of whom? 

Mr. ApierMan. It is under the testimony clause : 

I, duly authorized officer of the above union, certify that the information sub- 
mitted herewith is true to the best of my knowledge and belief— 
dated October 3, 1952, Frank W. Brewster, secretary. 

The CHAIRMAN. Present the document to Mr. Brewster. 

Mr. Brewster. I decline to examine the document for the same rea- 
son that I expressed. 

The Cuatrman. You are ordered and directed to examine the docu- 
ment and tell this committee whether you identify it as a photostatic 
copy of the original which you signed, and which your organization 
filed in purported compliance of the law. 

Mr. Brewster. I respectfully decline for the same reason. 

The CHatrmMan. You are ordered and directed to do so for the rea- 
sons the Chair has stated. 

Mr. Brewster. I respectfully refuse for the same reason. I don’t 
believe this body has the authority to examine me. 

The Cuarmman. Is that a photostatic copy of your signature on that 
document ? 

Mr. Brewster. Do you want me to answer it again ? 

The Cuatrman. I asked you a question. 

Mr. Brewster. I have answered it. 

The Cuarrman. I expect an answer. 

Mr. Brewster. I refuse to answer for the same reason. 

The Cuarrman. If I cannot get them, I think there is a way they 
can be gotten some day. 

Mr. Brewster. I am sorry, Your Honor, I thought you asked the 
same question before. 

The Cuarrman. Maybe I have. Maybe I repeated it. It will not 
hurt to repeat it. 

Senator Ervin. In view of the fact that we get repetitious answers, 
I think it is all right to have a few repetitious. questions. 

The CuarrmMan. You are ordered and directed to answer the ques- 
tion. 

Mr. Brewster. I respectfully refuse for the same reason. 

Mr. Kennepy. Could we go through these, and then we have 3 or 4 
others signed by Mr. Brewster. Those are from the Joint Council 
28, and this is from 174. 

The CHarrman. Mr. Adlerman, identify the next document you 
have in your hand. 

Mr. Apterman. I don’t believe this last one has been marked 
evidence. 

The CHatrman. The document just testified to will be marked 
“Exhibit No, 24.” 

(The document referred to was marked “Exhibit No. 24” for refer- 
ence and will be found in the appendix. ) 

Mr. Apterman. The next document is a similar document, labor- 
organization registration form filed pursuant to Public Law 101, 
80th Congress. It shows the name of Frank W. Brewster, this time as 
president of the Joint Council of Teamsters, No. 28. 
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It is stamped received by the Department of Labor, Bureau of Labor 
Statistics, March 29, 1956. In this on the secretary is John J. 
Sweeney, and it is signed by John J. Sweeney. 

The Caiman. Is Mr. John J. Sweeney an officer in that organi- 
zation, Mr. Brewster ¢ 

Mr. Brewster. I refuse to answer for the same reasons as I gave 
you. 

The Cuarrman. The Chair orders and directs you to answer for the 
reasons the Chair stated. 

Mr. Brewster. I réspectfully decline for the same reasons I have 
given. 

The Cuarrman. Mr. Adlerman, does that report that you have 
read purport to be a financial statement of the organization ? 

_ Mr. Apterman. Yes. It is a financial statement, evidently for the 

iscal year ending 1955. 

The Cuamman. That document to which we have just referred 
will be made “Exhibit No. 25.” 

(The document referred to was marked “Exhibit No. 25” for refer- 
ence and will be found in the appendix. ) 

Mr. Kennepy. Did Mr. Brewster’s name appear on that? 

Mr. ApLerMAN. Yes, his name appears on exhibit 25, as Frank W. 
Brewster, president of Joint Council of Teamsters, No. 28. 

The Cuarrman. The Chair hands you, Mr. Adlerman, four other 
similar statements bearing the signature of Mr. Brewster. I ask you 
to examine these four, identifying each one as to what it is, for the 
record, and state whether the name of Frank or F. W. Brewster 
appears as the executing authority for the union on those statements. 
Those are photostatic copies of what? 

Mr. Apterman, Sir, shall I identify them separately ? 

The Cruatrman. Briefly identify each one separately. 

Mr. ApterMAN. The first one is the labor or ganization registration 
form under Public Law 101, 80th Congress, filed by the Teamsters, 
Chauffeurs, Warehousemen and Helpers Local Union No. 174, Seat- 
tle, Wash. It shows F. W. Brewster, secretary-treasurer. It is 
stamped “Received April 10, 1950, Department of Labor, Bureau of 
Labor Statistics.” It shows the signature under the same testimony 
clause I mentioned before of Frank W. Brewster, dated April 5, 1950, 
and it contains a financial statement for January 1, 1949, to January 
1, 1950. f 

The CHamMan. Proceed with the others. 

It is the intent of the Chair to make the four one exhibit, so proceed 
to identify each one. 

Mr. Apierman. The second one is a similar registration form, 
stamped “Received by the Department of Labor April 25, 1951,” and 
it shows the name of F. W. Brewster, secretary-tre asurer, Teamsters, 
Chauffeurs, Warehousemen and Helpers Local Union No. 174. It is 
signed on April 17, 1951, by F. W. Brewster, secretary-treasurer, and 
it contains a financial statement for the period January 1, 1950, to 
January 1, 1951. 

The CurarrM An. Identify the next one. 

Mr. ApterMan. It is a similar registration form, Public Law 101, 
80th Congress, the name of the organization Teamsters, Chauffeurs, 
Warehousemen and Helpers Local Union 174. It shows F. W. Brew- 
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ster, secretary-treasurer. It is signed on March 13, 19538, by F. W. 
Brewster, secretary-treasurer, and it contains a financial statement for 
the period January 1, 1952, to January 1, 1953. 

The next one is'a similar registration ‘from under Public Law 101, 
80th Congress, for the same organization, local union 174, and it shows 
F. W. Brewster, secretary-treasurer. It is signed by F. W. Brewster 
on April 29, 1952. It is stamped, “Received by the Department of 
Labor on May 12, 1952.” It contains a financial statement for the 
period of January 1, 1951, to January 1, 1952. 

The Cuarrman. The four documents identified by the witness will 
be made exhibit No. 26 to the testimony. 

(The documents referred to were marked “Exhibit No. 26” for ref- 
erence and will be found in the appendix. ) 

The Cuarrman. Now, I direct that those four documents just made 
exhibit No. 26 be presented to witness Brewster. 

I ask the witness to examine those documents and to identify them. 

Mr. Brewster. I decline to examine them, because it is my honest 
opinion that this committee hasn’t the authority to examine me. 

The Cuarrman. You are ordered and directed to examine the docu- 
ments. 

Mr. Brewster. I respectfully decline for the same reason. 

The Cuarrman. The Chair orders you to do it for the reasons he 
has stated, and I now order you to examine the signature on those 
documents and state whether that signature is a photost: itic copy of 
your signature on the original documents filed with the Department 
of Labor. 

Mr. Brewster. I decline to answer, because I do not believe that you 
have the authority to examine me. 

The CHarrMan. You are ordered and directed to answer for the rea- 
sons the Chair has stated. 

Mr. Brewster. I decline for the same reason that I have given. 

The Cuairman. The Chair hands you a copy of a telegram dated 
January 11, 1957, Washington, D. C., International Brotherhood of 
Teamsters, directed to you, along with a number of vice presidents of 
the teamsters union, as I interpret the heading. I find on there your 
name as Frank Brewster. vice president, 553 John Street, Seattle, 
Wash. I ask you to examine this telegram, which has previously been 
read into the record, made a part of the record. I ask you to examine 
that telegram and state whether you received the original, of which it 
is a copy. 


* * * * % * * 


Mr. Brewster. I refuse to answer, because I do not believe that you 
have the authority to ask me. 

The CuarrMan. You are ordered and directed to examine it and 
state whether you received a copy of it. 

Mr. Brewster. I refuse for the same reason that I have given. 

The CuHarrmMan. You are ordered to answer it for the reasons the 
Chair has stated. 

Mr. Brewster. I refuse to answer it, because I do not believe you 
liave the authority to ask me. 

The Cuamman. This telegram, among other things, states that it is 


signed by Mr. Einar O. Mohn, acting “for the general president—I 
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assume of the International Brotherhood of Teamsters—and among 
other things, the telegram says: 

If any member, officer, or representative of the international or any of ‘its 
affiliates, after advice of counsel, should assert his constitutional privileges or 
rights, the assertion of such rights or privileges shall not be the basis for dis- 
ciplinary proceedings by or within the international. ’ 

Is that a part of the policy of your organization ? 

Mr. Brewster. I respectfully decline to answer, because I don’t: 
believe vou have the authority to ask me. 

The CuarrMman. The Chair orders and directs you to answer the 
question for the reasons he has stated. 

Mr. Brewsrer. I decline for the same reason I previously have given. 

The CuarrMan. Maybe you will answer this one. Among other 
things, it says: 
and that a “fishing expedition” beyond the scope and authority of the committee 
is being conducted, 

Do you say that there are some fish to be caught? 

Senator Ervin. A lot of spoiled fish, too, Your Honor, 

The CHatrman. Do you want to answer that? 

Mr. Brewster. I refuse to answer for the same reasons I have given. 

The CHatrman. Do you want to say that there are some pretty big 
fish that maybe needs catching in your organization, including you? 
Do you want to answer that? 

Mr. Brewster. I decline, Mr. Chairman, for the same reason. 

Senator McCarrnuy. I may say to the witness, you are smiling and 
smirking. This is not a laughing matter. You are accused, and I 
intend to question you about the specific funds, of misappropriating 
union funds. You sit back there and take this as a joke. You will not 
even te!] the committee of Congress whether or not you think the work- 
ingman should know where his hard-earned money goes. I say to you 
this is no laughing matter, Mr. Brewster, and you will learn that before 
we are through with this investigation. 

The CHairman. Proceed. 

Mr. Kennepy. On the question of these reports that you file, the 
reports that you file with the Department of Labor, as far as your 
compensation and allowances, did they concur with the reports that 
you filed with the Internal Revenue Department ? ; 

Mr. Brewster. | refuse to answer for the same reasons. I don’t 
think you have the authority to ask me. 

The CHAirmMaAN. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline for the same reason. 

The Carman. You are ordered and directed to answer for the 
reasons that the Chair has given. 

Mr. Brewster. | refuse for the same reason. 

Mr. KenNnepy. Is there, in fact, a discrepancy in local 174 between 
what you filed with the Department of Labor and your income tax 
return for 1949? 

Mr. Brewster. I refuse to answer for the reasons that I have given. 

The CHarrman. You are ordered and directed to answer the 
question. 


Mr. Brewster. I refuse to answer it for the same reason I have 
already given. 








30 PROCEEDINGS AGAINST FRANK W. BREWSTER 


Mr. Kennepy. Was there a similar discrepancy in 1950? 

Mr. Brewster. I refuse to answer for the reason given. 

The Cuarman. You have heard testimony here this morning that 
the labor organization to which you belong paid a part of the cost of 
construction of Dave Beck’s home. Do you have any knowledge of 
that? 

Mr. Brewster. I refuse to answer because I don’t believe this com- 
mittee has the authority to ask me. 

The CHArrman. You are ordered and directed to answer the 
question. 

Mr. Brewster. I refuse to answer for the same reason. 

Mr. Kennepy. On the income tax and the report that you filed with 
the Labor Department, is there a discrepancy also in 1951? 

Mr. Brewster. I refuse to answer for the same reason that I have 
given. 

Mr. Kennepy. Was there a discrepancy in 1952? 

Mr. Brewster. I refuse to answer for the same reason. 

Mr. Kennepy. And there was a discrepancy in 1953? 

Mr. Brewster. I refuse to answer for the same reason I have given. 

Mr. Kennepy. There was a discrepancy in 1954? 

Mr. Brewster. I refuse to answer for the reason I have already 
stated. 

The CuHarrman. You are ordered and directed to answer the 
question for the reasons the Chair has stated. 

Mr. Brewster. I decline to answer for the same reasons that I have 
given. 

Mr. Kennepy. Mr. Chairman, we have information that in March 
of 1953, an item totaling $8,826.98 came out of the Western Conference 
of Teamsters to pay some personal bills of Mr. David Beck. In view 
of that information, and further information that we have, and docu- 
mentary information in the files of the subcommittee, that was the 
basis of our subpena for the files of the Western Conference of Team- 
sters, Local 174, and Joint Council 28. We have some information 
that some of those union funds coming out of those three unions have 
been used to pay the personi al bills of several high teamster ~~ lals. 

The Cuarmman. Let the Chair make this further statement. Under 
the law, you know, Mr. Brewster, that it is the duty of the officials 
of the union to report in these financial statements the salary paid any 
official of the union, and all allowances he gets from the union where 
the amount exceeds $5,000; do you not ? 

Mr. Brewster. I refuse to answer that, because I don’t believe you 
have the authority to ask me. 

The CuarrmMan. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline for the same reason. 

The Cuamman. Then if you or members, high officials, in your 
union are reporting falsely with respect to the salaries they receive, 
and the allowances that they get abov e and in excess of $5,000, would 
you not regard that as a fraud upon the Government, and also a fraud 
against the men that you profess to represent as their officials in the 
labor organization ? 

Mr. Brewster. I refuse to answer because I don’t think you are 
authorized to ask me. 

(At this point Senator Mundt withdrew from the hearing room.) 
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The CuatrmMan. You are ordered and directed to answer. 

Mr. Brewster. I decline to answer for the same reason. 

The Cuaimman. The Chair is compelled to express the opinion that 
you have a better reason than the one you are offering for not 
answering. 

Proce eed. 

Senator McCarrny. Mr. Brewster, is it true that there was pur- 
chased for you out of union funds an automobile ? 

(The witness conferred with his counsel.) 

Mr. Brewster. Were you through ? 

Senator McCarriuy. No; I am not through. I will not be through 
for a long time. 

Mr. Basserr. The witness 

Senator McCarruy. I will not hear from counsel. I will hear 
from the witness. 

Mr. Brewster. Was that part of your question completed? I don’t 
believe you are through. 

Senator McCartny. The question is completed. 

Mr. Brewster. I decline to answer for the same reason I have 
already stated. 

The CuarrmMan. You are ordered and directed to answer the question 
for the reasons the Chair has given. 

Mr. Brewsrer. I respectfully decline for the same reason I have 
already stated. 

Senator McCartuy. Were union funds used to pay for the operation 
and maintenance of your horse stables ? 

Mr. Brewster. I decline to answer for the same reason I have stated. 

The CHarrman. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline for the same reason that I have given. 

Senator McCarrny. Is it true that repairs and improvements were 
made to your horse vans and private cars out of union funds? 

Mr. Brewster. I decline to answer for the same reason I have given. 

The CHatrman. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline to answer for the same reason I have given. 

Senator McCarruy. Is it true, Mr. Brewster, that between the 
years 1943 and 1950 you received at least $30,000 in addition to your 
salary from local 174? 

Mr. Brewster. I decline to answer for the same reason I have given. 

The CHatrMAN. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline for the same reason I have given. 

The Craiman, You are ordered and directed to answer the 
quest ion. 

Mr. Brewster. I decline to answer for the same reason. 

Senator McCarruy. Mr. Brewster, let me ask you this question, 
and see if you decline to answer. If it is tr ue, and we have informa- 
tion on this, of course, or we would not be asking the question, if it is 
true that union funds, in other words, the laboring man’s money, have 
been used to buy an automobile for you, to operate your horse stables, 
to repair and keep in condition your horse vans and private cars, would 
you say that was stealing from the laboring man? 
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Mr. Brewster. I refuse to answer because I don’t believe you have 
the authority to ask me. 

Senator McCarruy. And do you think that anyone has the author- 
ity to ask you that? 

Mr. Brewster. I decline to answer for the same reason that I don’t 
believe you have the authority to ask me that question. 

Senator McCarruy. Do you think the honest laboring man is en- 
titled to know where all the money he pays into the coffers goes, and 
how it is used ? 

Mr. Brewster. I decline to answer because I don’t believe you have 
the authority to ask me. 

Senator McCarrny. Pardon? I did not get your answer. 

Mr. Brewster. For the same reason. 

Senator McCarruy. In other words, you refuse to tell us 

Mr. Brewster. Because I don’t believe you have the authority. 

Senator McCarrny. You refuse to tell us whether or not you think 
that a laboring man is entitled to know where his money goes? 

Mr. Brewster. I refuse to answer this committee because I do not 
believe they have the authority. 

The Cuarman. You are ordered and directed to answer it. 

Mr. Brewster. I decline to answer for the same reason. 

Senator McCarrny. Mr. Brewster, and I believe I asked you this 
question before, would you be willing now to tell what committee or 
what grand jury or what body you would go before and answer ques- 
tions about the hi indling of union money ¢ 

Mr. Brewster. I decline to answer because I do not believe you have 
the authority to ask me the question. 

The CuHarrman. You are ordered and directed to answer the ques- 
tion. 

Mr. Brewster. I decline for the same reason. 

Senator Symineron. Will the Senator yield? 

Senator McCarrny. Yes. 

Senator Symineron. Do you not realize this just makes a mockery 
out of the whole concept of congressional investigation, Mr. Brewster? 

Mr. Brewster. I don’t believe, Senator, that you have the authority 
to have me here. 

Senator Syminetron. Do you believe there is any congressional com- 
mittee that has the authority to ask you to appear ? 

Mr. Brewster. I do not believe that I am in a position where I can 
answer you personally before this body that question. That is all I 
meant. 

Senator McCartny. Where would you answer it, then ? 

Mr. Brewster. IJ still don’t think that you got a right to ask me. 

Senator McCarrny. Mr. Brewster, do you think that you are a law 
unto yourself, that you are so powerful that you can refuse to tell the 
laboring man whether his money is being stolen by you and by others 
in your union? Do you think there is no tribunal that can get that 
information ? 

Mr. Brewster. I refuse to answer because I do not believe that you 
have the authority to ask me the question. 

Senator McCarrny. It is true, is it not, that you refused to allow 
the Internal Revenue Bureau to inspect your records? Is that true? 

Mr. Brewster. I refuse to answer that because I don’t believe you 
have the right to ask me the question. 
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The CuatrmMan. The Chair will now place into the record, and it will 
be printed in the record at this point, two subpenas served on the wit- 
ness Mr. Frank Brewster. on the 15th day of December 1956. I will 
identify the subpenas. One was served on the witness Mr. Frank 
Brewster, Western Conference of Teamsters, Seattle, Wash., and, 
among other things, in addition to his appearance, he was directed to 
produce the books and records of the Western Conference of Teamsters 
for the period of January 1, 1951, to December 31, 1955, including 
cash receipts and disbursements, canceled checks, general ledgers, bills 
and invoices, bank statements, check stubs, correspondence files, memo- 
randa and minutes of meetings. 

The other subpena served on him on that date was addressed to 
Frank Brewster, Joint Council 28, International Brotherhood of 
Teamsters, Chauffers, Warehousemen and Helpers, Seattle, Wash., and 
that subpena, in addition to requiring his presence, directed that he 
produce the books and records of Joint Council 28, International 
Brotherhood of Teamsters, Chauffers, Warehousemen and Helpers 
for the period January 1, 1951, to December 31, 1955, including cash 
receipts and disbursements, canceled checks, general ledgers, bills and 
invoices, bank statements, check stubs, correspondence files, memo- 
randa and minutes of meetings. 

Mr. Brewster, do you acknowledge the service of those subpenas 
upon you! 

* * Fa * * * * 

Mr. Brewster. Will you preface the question again? Did you ask 
me if I received them? 

The CrHatrman. The question is do you acknowledge having re- 
received the subpenas? 

Mr. Brewster. I have acknowledged that in my statement. 

The Carman. Did you produce the records required under either 
subpena? Do you have those records here, now, that you were di- 
rected to produce by either of these subpenas ? 

Mr. Brewster. May I ask my counsel ? 

The CHatrmMan. Yes. 

(The witness conferred with his counsel. ) 

Mr. Brewster. For the reason that I have stated in my statement, 
IT refuse to answer. I have given my reasons. 

The Cuatrrman. I asked you the question, do you have them here 
now ¢ 

Mr. Brewster. I have not. 

The Cyarrman. You have not. You did not bring them, then, in 
response to the subpena? 

Mr. Brewster. That is right. 

The Cuatrman. And you then have not complied with the subpena 
with respect to producing the records? 

(The witness conferred with his counsel.) 

Mr. Brewster. I have not brought them for the reasons stated in 
my statement. 

The Cuarrman. The fact is you have not brought them, first, and 
you Say for the reasons as stated in your statement / 

Mr. Brewster. That is right. 
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The Cuamman. Then you have no intention now of complying with 
the order in this subpena from this committee with respect to pro- 
ducing the records of either of these organizations as the committee 
has directed ? 

Mr. Brewster. I decline to answer because I do not believe this 
committee has the authority to ask me. 

The Cuatrman. I will order and direct you to answer as to whether 
you have any intention of producing them. 

Mr. Brewster. I decline 

The Cuarrman. In other words, you are not requesting any further 
time to produce them ? 

Mr. Brewster. I decline, because I do not believe that this commit- 
tee has the authority. 

The CHarrMANn. You are ordered and directed to answer the ques- 
tion. Iam trying to ascertain if that is the only reason why you have 
not produced them. 

Mr. Brewster. I answered the question by I do not believe that you 
have the authority to ask me the question. 

The Cuarrman. I understand your repeated expressions of belief. 
I am asking you a fact now, if you have produced the records and 
whether you intend to produce them if you have not. I order and 
direct you to answer that question. 

Mr. Brewster. May I speak to my attorney ? 

The Cuairman. Yes, sir. You may speak to him and he may speak 
to you. 

Mr. Brewster. Thank you. 

(The witness conferred with his counsel.) 

Mr. Brewster. I do not intend to produce them for the reasons that 
| have outlined in my statement. 

The CuarrmMan. Are there any further questions ? 

Seni ator Syminotron. I have one question. 

The CHarrMaAn. Senator Symington. 

Senator Symineton. Mr. Brewster, based on the testimony, at least 
some people may get the i impression that you, a leader of labor, believe 
that labor, or in any case your own union, is above congressional in- 

vestigation, which, in e fee t, means above the law. What I would like 
vou to do, if you would, in the | inte rest of the labor movement, to dis- 

‘uss with your counsel something that you can say here, about where 
you think ‘there is something in the Government that can investigate 
whether or not these matters are true or false. Would you do that? 

Mr. Brewster. Discuss it with my attorney ? 

Senator Symineron. Yes. That is what I ask you to do. 

(The witness conferred with his counsel.) 

Mr. Brewster. May my attorney make a statement in my behalf? 

The CuamrMan. No,sir. You can answer the question. 

If a senator wishes to interrogate an attorney, to have any colloquy 
with him, the Chair would grant him that privilege. But a question 
directed to the witness will be answered by the witness if answered at 
all. 

(At this point, Senator McCarthy withdrew from the hearing room.) 

Senator Symineton. I would think the lawyer can tell the witness 
and the witness can tell the committee. 
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The Cuatrman. The witness could answer on the advice of his law- 
yer as to what the lawyer thinks the law is. 

Senator Symineton. That was my request, Mr. Chairman. 

The CHamman. But only as to his legal rights is counsel permitted 
to counsel his client. He can answer that question within his knowl- 
edge as to whether he would respond to any other jurisdiction. 

Mr. Brewster. Senator Symington, I have the highest regard for 
you and all the other members in this committee and Congress and 
the Senate, believe me. But, for the reason I have already stated, 
I decline to answer that at this time. 

Senator Symineron. Well, I must say that I do not think that is a 
good answer. 

Mr. Brewster. It might not be. 

The Cuarrman. Are there any questions, Senator Ervin ? 

Senator Ervin. Mr. Brewster, I was intrigued by your statement 
that 1 of the 3 chief objects of the Western ( ‘on ference of Teamsters 
is to promote sound public relations. That isa fact, is it? 

Mr. Brewster. Yes. 

Senator Ervin. Is it not a fact that it is one of the chief objects of 
the Western Conference of Teamsters to promote sound public rela- 
tions ¢ 

(At this point Senator McCarthy entered the hearing room.) 

(The witness conferred with his counsel.) 

Mr. Brewster. I decline to answer for the same reason that I have 
given. 

Senator Ervin. You did answer that when you put this statement 
into the record, did you not ? 

Mr. Brewster. I decline to answer. 

The CuHatrMan. The witness is ordered and directed to answer. 

Senator Ervry. I just want to ask you this question 

The CuatrmMan. Wait a moment. The witness is ordered and di- 
rected to answer the question. He waived his right not to answer it. 
Since he made it in his statement, we have a right to interrogate 
about it. 

(The witness conferred with his counsel. ) 

Mr. Brewster. I refuse on the same grounds. 

The Cuamman. The Chair orders you and directs you to answer 
for the reasons that the Chair has given. 

Mr. Brewster. I respectfully refuse for the same reason. 

Senator Ervin. Do you think that when you come before this com- 
mittee and you quibble about its legal authority to ask you about the 
accuracy of reports made by you as an officer of your union, pursuant 
to an act of Congress, that you are promoting sound public relations? 

Mr. Brewster. I decline to answer for the reason that I don’t be- 
lieve you have the authority to ask me the question. 

The CHairMAn. The Chair orders and directs the witness to answer 
the question for the reasons that the Chair has stated with respect 
to all questions that have been asked the witness, because of the juris- 
diction of this committee and the duty with which it is charged, as 
the Chair has stated for the record. 

Mr. Brewster. I decline for the same reason. 

Senator Ervin. Have you set forth in your income-tax returns to 
the Federal Government every cent of money that you have received 
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for your personal benefit from any organization belonging to the 
teanisters union or affiliated with the teamsters union ? 

Mr. Brewster. I decline to answer for the same reasons I have 
given. 

Senator Ervin. And your only reason for declining to answer is 
your assertion that this committee lacks authority to put that question 
to you? 

Mr. Brewster. I decline to answer because I don’t believe you have 
the authority and the right to ask me the question. 

Senator Ervin. That is the only reason on which you base your 
answer ? 

Mr. Brewster. I answered the question. 

The CuarrMAN. Do you have any other reason ? 

Mr. Brewster. I have answered the question. 

The Cuarrman. You are ordered to answer my question now. Do 
you have any reason 

Mr. Brewster. I refuse to answer your question on the same grounds 
that I have already stated. 

The CHarrMAN. You are ordered and directed to answer the ques- 
tion for the reasons the Chair has stated and for the further reason 
that if you have any other reasons other than that which you have 
stated, it is your duty now, if you expect in the future to take any 
advantage of it, to so state. The Chair orders and directs you to 
state whether you have any other reasons at this time for failing and 
refusing to answer these questions. 

Mr. Brewster. I refuse for the reason I don’t believe you have the 
authority to ask me the question. 

The CHarrmaAn. You are ordered and directed to answer it. 

Mr. Brewster. I decline for the same reason. 

The CHaAtRMAN. Proceed. 

Senator Ervrx. On your receipt of the telegram which was pre- 
sented to you a moment ago, did you vote for the international of 
the teamsters union to pledge itself not to take any disciplinary action 
against any of the officers or agents of its local union in case they 
invoked the fifth amendment when asked whether or not they have 
embezzled and misappropriated the funds of their locals? 

Mr. Brewster. I decline to answer for the reason I don’t believe 
you have the authority to ask me. 

Senator Ervin. That is all, Your Honor. 

The CHamman. You are ordered and directed to answer the 
question. 

Mr. Brewster. I decline for the same reason. 

The CHarrman. You are ordered for the reasons the Chair has pre- 
viously stated. 

Mr. Brewster. I decline for the same reason. 

The Cuairman. Are there any further questions? 

The witness will remain under cognizance to reappear under the 
yresent subpena at such time as the committee may desire to have 

urther testimony from the witness in the course of these hearings. 

Do you accept that comment ? 

Mr. Basserr. Yes, sir, we accept. 

The Cuarmman. You agree to that? 

Mr. Bassert. Yes. 
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The Cuatrman. If there are no further questions, the witness will 
step aside for the present. 

Mr. Basserr. May I inquire, Mr. Chairman, whether we are ex- 
cused ? 

The Cuamrman. Not at the moment. Perhaps later. 

Mr. Basserr. We are not excused for the day ? 

The CuHamrMan. You are excused for the moment. 

Mr. Brewster will remain subjet to call, until we go through the 
other witnesses. 


* * * * 2: * * 
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Exuiert No. 22 


NATIONAL LABOR RELATIONS BOARD, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, D. C., January 16 1957. 
Hon. JoHn L. McCLletian, 
Chairman, Senate Permanent Subcommittee on Investigations, 
United States Senate, Washington 25, D.C. 

Dear SENATOR MCCLELLAN: Your letter of January 8, 1957, addressed to Boyd 
Leedom, Chairman, National Labor Relations Board, requested certain docu- 
ments and information pertaining to the compliance status of named union 
organizations. 

Of these organizations named we find that the following have no compliance 
documents on file with us: 

International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 

Helpers, Joint Council No. 42, Los Angeles, Calif. 

Western Conference of Teamsters, Seattle, Wash. 

Joint Teamsters Building Association, Portland, Oreg. 

Joint Teamsters Building Association, Seattle, Wash. 

Joint Council No. 28 Promotional League, Seattle, Wash. 

National Trade Division of Laundry, Linen and Dry Cleaning Drivers, Seattle, 

Wash. 

Joint Council No. 28 Legal Fund, Seattle, Wash. 

Joint Council No. 28 Legislative Fund, Seattle, Wash. 

Joint Council No. 28, Donation Fund, Seattle, Wash. 

Joint Council No. 43, Public Relations Division, Los Angeles, Calif. 
Western Line Drivers Association, Los Angeles, Calif. 

For the following organizations we attach hereto the documents requested, 
viz, NLRB Forms 1080 and 1085 which were current as of December 31, 1955: 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 

Helpers, Washington, D. C. 

Teamsters Joint Council No. 28, Seattle, Wash. 

Teamsters Joint Council No. 37, Portland, Oreg. 

Local 174, Teamsters, Seattle, Wash. 

Local 472, Inside Brewery Workers, Warehousemen and Helpers, Seattle, Wash. 

International Union, Allied Industrial Workers of America, AFL-CIO, formerly 
United Automobile Workers, AFL. 

Local 223, Teamsters, Portland, Oreg. 

Local 321, Teamsters, Bend, Oreg. 

(You requested Local 324, General Teamsters, Salem, Albany, Corvallis, 
Lebanon, Newport, McMinnville and Vicinity, Oregon. We have wired re- 
questing the material on Local 324 and will deliver it to you as soon as it 
is received. ) 

Local 618, Automotive, Petroleum and Allied Industries Employees Union, Team- 
sters. 

(You ask for National Automotive, Petroleum and Allied Trades Division, St. 
Louis, Mo. You gave no local number. We assume that we are correct in 
sending the attached, having found no other organization with a similar 
name. ) 

Local 961, Line Drivers, Teamsters, Denver, Colo. 
Central States Conference, St. Louis, Mo. 

As to Local 227, Allied Industrial Workers of America, we attach a copy of 

a complete memorandum from our New York office. No photostats were supplied 
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put the information which would have been on such photostats if attached will 
be found in the memorandum in parentheses. 

Southern Conference of Teamsters filed originally with us on March 30, 1956, 
and therefore there are no documents which were in effect as of December 31, 
1955. 

This, I believe, covers the organizations listed by you concerning the photostats 
requested. We are presently compiling information on those organizations which 
have filed with us covering their officers from January 1949 to December 1956, 
and will supply you with this information within a week. 
Sincerely yours, 
KENNETH C. McGuIngss, General Counsel. 
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A A RA NRA STATI A A ARNE. me nner hak ke 
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Peorens 2 HB yaw ’ 
— a UNITED STATES OF AMERICA 
NATIONAL LABOR RELATIONS BOARD 


CERTIFICATE OF UNION OFFICERS 


Ger tnstrections on revere) 


The titles of all the officers and the names of all officers of the Union and the date of expiration of 
the term af each officer are ag follows: {Please print or type. if you need more space, use a separate 
sheet of paper, and attach it te thie sheet. 


~ Name of Officer Expiration Date of Present Term 
Titte of Office (If office ta vacant, 20 wtate? onth bray Year 


secrotary-fTresserer and 


internat ional. Trustee J hie Ee Riders es 
President t Aaron by iyon 2/31/76 
Vice-President g Robert Eh. Martin 32/33/06 
Reeoriing Secretary J Artis aes 52 
Trasies  —” . * Charies lL. rt 12/32 
m, + - 7 ¥ er Kner t rc x 
LPUStee ¥ Larrence Koylett 1/31 fe 
Trustee Vacant 


5, an official of the Uniou, certify that this information is true io the beatof my knowledge and belief 
Bot oreycte . 


arccery, see 





‘Pet cea of coin ihclig hel eee esd sees 


Business Address 2020 8. ©. Thard Ave., Portlarmt 22, oregon 
——e : 


interatcional Srotherhcod of Teamsters, “hauffears, Warehousenen A Helpers of Anorice, 
(Ped naene ‘eh nation ve tekaesiek. cans ssstom ct whiab ih * ine mam wa Ee att CIO 


a 
Date... Pecember 2. 2955 ditties SS Thldve: a 


arenas einen nee 

















Me oeeese net eee 


taf mony atiention of pernonn filing this form with the Poard is directed te U. 5 Cod ode, Tithe 1%, & ci 
merty Ser. —— provides that se tors person wilifally making or causing to be mage any faine or trammdbeen eee rt 
or represent. im any matter within the jurisdiction of the Board be fined not wnre than $10,000 of imprisoned tact 


more than 6 years, or 
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Puen BALM RA} he Garten States of Amica 
. NATIONAL LABOR RELATIONS BOARE 


DISTRIBUTION OF FINANCIAL DATA CERTIFICATE 











2 singhs oxy val Before omipiet ag, reed thes Inatrastions, we Ree tare) 
1, Ti i hee with the Secretary of Labor ite finencial tepart for the fecal year whick 
inter : é 
2 4 has zg sion af ih part ta alidts members in the fallewitng way tals iPat an 
x } > x. if yeu gave copies te the monhkers ia mere then one way, therk af 
, Re 5 we, it ithe Dalletiy which @e Mtr mated te stl ous ammbern. 








et copies for wh ite members, with 
egos place at the heavlgurtars and 
the next regular meetiuig that eupiee 
fey datritaat. gh coxies for all te 


and delle. 








warried out, ts the tae sy Leone Teakgew 


eo & ONY i & conspevons ning 
aher teeeting that wogick were 




















cs hers ort th the fsbowing stapes GP you sted more 
. ; PB + hs Die whet.) 
; 
Lah edliees rien ifs that this leformation is tray tp. the best ef dite knowindge 
at sit : 
& pie rk 
OSE BSA AIAG aS Be ee Te APL eULO 
eases ech Rikehions, <a ‘ Pies RGAE DE MEY 
? 3 » %, ae ae ”, 
Aire ¥ a ee Ras nies 
BAND ste ER ee heen | SEP ted SRR ek co eR RS Re co? 
LAprS yuo th s SES . Bone bees, Clot ee Eee War eh oii 3 
BREE TSE RIB IEEE RGR AIDS, SALI AE ERE, i 6, ALES DE LIRA SAME oF ‘2 ; 
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Rives Na. FeO 


: @ UNITED STATES DF AMERICA we 
‘ MATIONAL LABOR PELATIONS SOARD 


CERTHICATE OF UNION OFFICERS 
See feeicontlons se evened 


« rs : ond the date of expiration of 
The tithes of #8 the offers and the names of ali officera of the Unies t« of expirat - 
$ TFs weak Seca te: ee. Ras SEA PA 
the teem’ of cack officer are ae follows: (Please print ar tex f you nord e SPACE, BH 
sheel of paper, and attach if to this sheet.) 


: ie 
ame of (ifirer Expiration Date of Proncnt Tete 
~ M os? é J eee 
Tithe af Rive t3? afiec ts varnet, 06 of : Manth bey 
% 
i ‘ . 
‘ tif; ihkat ry } a 
5 % 
as 
Be Be ane ° ~ 
? 
ee ; 
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* pee seapete aoa thotec Brave GF Asmncs 
HSTIONAL LABOR GELATIONS BOARS me 


DESTRIPUTION OF FINANCIAL DATA CERTIFICATE 


wit etugty opy ondp, Defers aneupleting, ened dhe Fuaiemetions om thr 658.) 


tialeem hee fed with the Secretary of Leber ite Gaencdal repert for che Socal peur which 











‘ 
wie 
< $ Bot 
Veer? 
eM ea ahora in th etait (Pat aa 
a» <3 ¥ ® say, check ali 
« nibe 
ae 
ah ; ‘ 
# 1 
ad 
} We posted 3 eope ls « eomahenstie phage 
Ket . % $ 3 ets any et Pine Ware 
wi fieted the rex ge. we 258 fogs get? gmaee } 
“ype ree 
i 
a } 
Pg Le 
i 
i 
} 
| 
i 
i 
j 
4 
ats « née ; 
a 
$8 EH LG ae BER Sas See $ £18 
Aig baad nema Rad Seamus 
Big 
¥ “ 
beg Ry ‘ : 
# % MRR BORE Boe ee 00 = a 
+e CERGAS RS. Se iat ‘ ; tk 
e aay? ser 5 4 x 8, 
- Sp ° % . ae? F 
te ¥ 
e Bakes oo ¢ KES OP ee oe 
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SPs é 
Med ed Sate 
: SHIR STATES OE AERIS 
SAIOWAL LABIE RELATION BAERS 
* 
CERTIFICATE OF UNION OFFICERS 
: ‘ Sey swrercioas ce arene) 
: fe af 3 oe % ie Y the Oth and eof pit: af 
Weep APE i bE ee if Soe nerd tee a oSperate 
x teat xe ts weer RE “Peroe 
i os 7 x 
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AGAINST FRANK W. 


PROCEEDINGS 
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Porm Ni TH toss Unived States oe AMERICA 


abr 


MATIONAL LABOR RELATIONS BOARD 


DISTRIGUTION OF FINANCIAL DATA CERTIFICATE 


(Newhart aingehocupy vig, Hofere eompleting, vend the Dretradtiods wa the hack.) 


1. The Union has filet with the Secretary of Daher its financial report for the fiseat year which 


wndest 


Xx 


Tia nei e 83 * spt . 
ey : iy 
Mani? big > Yours 


. The Unien has given enpiea af the paport ta all its mombers in the following wayla): (Pat an 


in the praper bos. Jf yor gave captive to Tee members in more than am way, check all 


Proper feces ee 


A 


¥ 


: 


¢ 


CK aTvIS WAS 


a Ps % 


We pubWainl o copy i car paper, or in a babletig, which we distritieted to alt car memberr 


Wie went te each heal ennstituent unit of the Unien named bela gnoigh vores for atl its members, with 
WECM Fey Rs Pastaw cy an fies fatietis fhe Or 2 Reone viens place at the headquarters: niet 
terting tell cf the teeal and (5) bi wesioniete te: ite reset tert adh ip &t fhe neat ular meeting that copies 
for shebriteation ss aff menters, acd (0) 4a keep Paty fo aistrifotion enough ceqriee far al ite 


Ware vers 
Messer): whieh dewtrertiens have Geen rar he Mat, tes Dhar Poet of gas 











howe htger and bebhiet 


We saihal eopion ta si ear seranions 





BONE RE LOCAL UNBINSA We pemied a copy in a eaupicnoes pine 





Bt the: hestdsguart 2 baf the faecal tint, aid axhosecdel at a rerutar mad 


imyt thet ropicm were 
feasts: for: diatethastion te w ete KE 
VE pad iP id this: wot waya, bat we rhstribted the eoport fe the folewing ways CH you need nee 
SONS PO GR OR Meath Ak tut grayr hi witaets GP tee Lite , 
, 
‘ ' thee: f ; ‘ ' ; trac is the bert of my Ke lye 
‘ oo 
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% “ © 
Hoste St gti t% + 
eer UNITED STATES OF AMERICA 
we NATIONAL LABOR RELATIONS BOARD 


CERTIFICATE OF UNION OFFICERS 


(Sew instructions on reves} 


: s oo : : 

The tithes of alg the ofhcers and the names af all officers of the Union and the date of expiration of 
4 

(Please print of type. Hf you need more space, une & separate 


deb of paper, atui atiach it tu this sheet) 


the trom of each offtecr are aa Tallewst 





Nate of Officer Expiration Date of reset Term 
Fille of Otic {ff offfke fa cacent, av atate) tthe fey « Yeme 
UG@ecretary-Treasurer ty Of, 8D wouodard I2*BL-89Gh.) 
Presidans Gegrae Harper LRASTARG HE A 
Vice-President Cari A. Johnson L2-3141967 ; 
Pecorcing-Secre tery James Ty Wise Lo-F1< 2957 
Ora Year Trustee Rohert CG. @hite 12*31-144 
iw Year Trustee Williem Fay tvers LF-3L+1997 
three Year Trustee Vacant $ 
jaginess Agent Erneet ©, Jones indefinite 
Business Agent James Hy, Kyner indefinite ‘ i 
Buginess aAyent Charles W. Cherge = indefinite ¥ 
i 
; 
: 
; 
} 
* * : 
1. on offrial of the Union, cortify Ghat this infer mation ia teoe ta thas beat of mx knowledha: and bei 
LINE OR TVERS LOCAL UNION NOY 961 ; 
5 ane f : Sense? trie MERE Grsssstoos x : 
Buaifigss Address 524% Eliot Sireet, Henver 11, Colorado 


international Bretherhood of feancterss Chasfferes, Warehoutemet and Helpers of 


PpeenseeRet nes 








Mierica ~ As ©. of tL. 23 Cah Oy : 
now j east 
Raa tie aa é me be SR oR ae ie s55538% 3 % 
% PB gs ks 7 
December 29, 1955 signa) CEL 6 ee AAO. 
ROE ee a : * 
Secretary- i reasurer see 
WAHNINGE Phe at OL iyeeemis Tiiy Thin Hemet 4th th F 3 Biya ie, TH. Rex ; 
; 1; ea Hees hs eran 
Viset es 
¢ $ t ; ¥ es $ t $ 


Sos cieteunedeasaenneninnatahiasetemettatmemin teense ee 


eit 
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: ‘a 

: ‘aE wide $0 Uasee riehwi sit fe Bde Re wet OE (ett ese? Saeed 
fate Pare Riva} Re earehetd on of Pitre thet ‘ie kx beret 

ta pre Lhe beets Conia of thw titiseeiat agers filed eich Ledenstal of - ane ee3 


ce Lace < wd hay wud fees tte Ge beens ‘é 
pont gbitfoes nf ing he dane of a oe sath. test tah ‘ets ard 
b Kha wpe S 2G oe meee 


Bs MARR TPES 6 te he ees Tike Baa oe %, ne aye hh 
. yp : ee 


gat ty. The wevhere” The Sime tat gets f slime 4% tok 
wees the Bacve tess of tater 


% WHRSE TO Fiat: ® {nad detecuntisan) Heine anne 454 tore MRM with BE 
plieame toe fastest | nar Heke fem Baenty, Ragen Ps Bi. >: wr ‘ 


here} taken weet file Pore LE Lee wise vow Pagiona tics <f the Nentaask: bate Bada! 


A, 





Rite chigh they merwelly fate ones 
.. ROR We PREPARE TRE CERTIFICATE: 


‘ Sesticin PiU do Aiecdate af he ed 82 I Twa Yeas: foe ehhh te cepa 
- ees Sencweary sf s ttaber, ‘ 


thee % 
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eee eee teh 2 gem even he cagngt ate s “kat Geils ied bgt 
wae err a acarck ont aneker = hae . rss sa dots ee ee ie EE ke Dhow. : 
Bees (i FF yom hand ect ey Mapoes et the phant gate, abe, ces, ‘ he aes 
’ ae Me ROINE AR EERE er eee hag et died thet ouies nia hake” fae aif 
3 : ; Rome epee pel ie a Si et iS arder Re Sete cee « 
sheen. cme, esi: ae crn cade. Whe wath ba kd 


ey ‘CURT CRTiOR: 


Bs & SGEL ba daub the cnus and ihe. tote ain. 
. Bisetir, Botien vet Bored sy Boe tere Uaiew, Lei 


ae 


Lap bert lh ie oe india ese ‘ . 
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ES NN ANON ERE Ste IIRL, 


on ore 
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BREWSTER 


Balance sheet, Central Conference of Teamsters, Feb. 29, 1956 
ASSETS 
General fund: 
Cash: 
On deposit 
On hand 


$46, 914. 50 
50. 00 
oe ee, Te 


Accounts receivable: 
Teamsters Joint Council No. 5 
Teamsters Local No. 795 


20, 000. 00 
15, 000. 00 


35, 000. 





=) 


00 


Miscellaneous accounts and advances_____-_______~_ 4, 772. 67 
IPN i 564. TO 
Ser Pn th ie 4,451. 68 
Less allowance for depreciation________»_______-__ 890. 81 
——__—__—__—- 3, 560. 87 
Prepaid insurance premiums____._____ i eee 150. 35 
TN Rea cca a ea i 91, 013. 09 
Iowa-Nebraska Organizing Fund: Cash on deposit . 107, 918. 74 
PO rt a hha ee Ee a 198, 931. 83 
LIABILITIES 
General fund: 
moCwenis oayaoie....2 2 ms ST, 980. 57 
Accrued salaries.....___-_- hpi i 2s Re Ree 678. 00 
Payroll taxes and taxes withheld from employees____ 1, 029. 36 
ca ae a 8 ie Ne 2 oO Boe 9, 6ST, 93 
Special organizing accounts: 
i FU MI iii ts ett cicn tell eet ‘ 32. 21 
IIRC a 4, 000. 00 
Joint Council No. 65.............-. eae 25, 000. 00 
—_——_—_—- - 29, 032. 21 
Ceemeras Dam meres. 2 52, 292. 95 
PND. cds Sstadicgtw ete ee is eae ee 91, 013. 09 
Iowa-Nebraska Organizing Fund: Surplus_____ 107, 918. 74 
ee ae is : co ee es ce 198, 931. 83 
Statement of income and expense, general fund, Central Conference of Teamsters, 
Mar. 1, 1955, to Feb. 29, 1956 
Income: 
Contributions received : 
International Brotherhood of Teamsters $86, 132. 00 
State conferences, joint councils, and locals 85, 556. 79 
an $171, 688. 79 
oe a . iat ee 9. 20 
ER Sa A re etm ¢. a oe ee, 2 $171, 697. 99 


Expense: 
Salaries: 


Clerical and office personnel , 662. 42 


Research and statistics_._._.... 11, 276.00 
Organizing personnel____- . 37, 974. 00 


$54, 912. 42 


Payroll taxes_______-_ 1,940. 29 


Organizing expense paomevae $50, 828. 49 
less—refunds received ae 1, 050. 00 


49, 778. 49 
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Statement of income and expense, general fund, Central Conference of Teamsters, 
Mar. 1, 1955, to Feb. 29, 1956—Continued 


Expense—Continued 


Gi ss cuetic Soakasiacebobee aaene $66, 610. 06 
Legal fees and expense aie mecca = 46, 309, 92 
Printing and office supplies_._._.__ 3,377.86 
Telephone and telegraph__-_ ~~~ wes Ae aan 1 
Research and statistics_____.___-__ 149. 58 


Public’ Treiationhsac...n cans Seuns 300. 00 
Auditing fees__ ; a ane 1, 766. 30 
Labor Health Institute and Unity 

Welfare dues_ <n Ee vsti inlets 2, 039. 44 
NN i et alee 301. 36 


pe a aeons 3, 000. 00 
PRETO cccmaeine speecaaiss 522, 61 
Deprec iation on furniture and fix- 

Geen... oe Se noe 442.55 
Conference e xpense___ ._. $9, 511. 76 
Less banquet contribu- 


tions received________- 3, 272. 00 
—_————__ 6, 239. 76 
Ss cialed eines ett caches 13, 616. SO 
eet i te Balad 300. 00 
a ee ee Te 330. 38 


Staff expense____ 
Contributions 
Miscellaneous —_-~-. 


Personal property ME etiietak zs 15. 45 
———————._ 263, 550. 01 
Exeess of expenses over income________-__-- 90, 956. 62 
General fund surplus balance, Mar. 1, 1955 ____~_ 148, 147. 97 
General fund surplus balance, Feb. 29, 1956__ 52, 292. 95 


Statement of income and expense, special organizing accounts, central conference 
of teamsters, Mar. 1, 1955, to Feb. 29, 1956 


Handled through General Fund bank account: 
Local No. 620: 
Contribution from International Brotherhood of Teamsters. $5, 000. 00 


008, OfF@ahising CRUG seas ce ce ee 4, 907. 79 








Unexpended balance Feb. 29, 1956_...............__._- 92. 21 

Local No. 534: 
Contribution from International Brotherhood of Teamsters_ 5, 000. 00 
Less, organizing expenseusesse et Sw AR Ss 1, 000. 00 
Unexpended balance Feb. 29, 1956........-....-..-_.... 4, 000. 00 


Joint Council No. 65: Contribution from International Brother- 
hood of Teamsters__.- 25, 000. 00 





This amount is held for the account of Joint Council 
No. 65. No disbursement made to them in period ended 
Feb. 29, 1956. 
Iowa-Nebraska organizing bank account: 





BETES. te SOCOUNG BENE. Ty. deni eet cdnnecsiauncunaee 20, 261. 30 
Contributions from International Brotherhood of 

Teamsters_-_-_--~- si esis fetes lesions a aapacatia $44, 673. 00 
Contributions from Tows 1 and Nebraska locals____._.. 42, 994. 00 

87, 007. 44 

Total_ teal Aactiaceds pgetecadh wa cater ies sa ads kidd ahh ae ceca ee 107, 918. 74 

RN i a a seca tg a lh cc Geen ee ach at tg neh ees None 

Balance in account Feb. 20, 1906... vsnciseccntinwacndcnntioue 107, 918. 74 


This fund was established for organizing work in . the Iowa and Nebraska area. 
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WIR woe 
#39-5e 
URITED STATES OF AMERICA 
RATIONAL LABDS RELATIONS BOAR 


CERTIFICATE OF UNION OFFICERS 


Weer eetra team wm ceneree } 


The tithes of 23] the officcrs and the nares af all elfoers cf Mae Tinton and the dete of expo Yatton of 
the terms of each officer are an follows: (Tce print ar twpe «TY you need nunre agace, vee a sepaitate 
sherk of pepur, and attach it ts thie aheet) 

Tete of Oilike i dee _ ec gre eet _ 4 ~~ 
—e 

Crairmas James 8. Hotfs tndaftinits 
Fige-Chairesa Joba T. O'Brien April, 1956 j 
Secrecary~Treaserer farcid 3, G*bous april, 1856 
Raceréiag Jecretary Gane San Seucie dprit, 2656 
Executive Board Beevers Williaw A. Lee April. 183¢ 

Pantie: I. Murphy apres). 1638 

Sideer Broesess ApPilt, 2ebe 


_ Leases cose Ulcer ignshel Tes doar dae ac teciiiee nineeaanaal 


erated. Sates conlereure of Teepe tere 


PSE sane 10k reieess Ring thle Dn somnet, teerlasing tao} Wain Wis® asm: 


Feowiemce Adetrens, ALT Pine Street... St... Lean. i, sipeours 


SPR, Chr wok Paley 


~haternationes Brotherheod of Teamsters. Shenttevrs. Farchewsenes me 
Path wisn cE padi tod 80 eT  . en ae . 
mn | vee @ Aaja 400 
< wor le ton, Ae 


© ARMING The atsentce of perme Rita thie — wit he tot ied t4 U. 9 Sade, Tithe if, Ses. kObA fee 
marly Sec, BO), whieh prowdue Gat = poem wititelty “ot we paged te made way (a'se wr fregdutest Matamecte 
om Ss sate bouts tthe Uno Sortbdictat of Woe se Bred not more tian 310006 ar oopeinened est 
poore than % years, or both. 







Date. Mey F289 








SRI. 
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" INSTRUCTIONS FOR THE USE OF THIS FORM 


WHO MUST FHLR..Every labor organization that wishes te use the Colities of the 
Relations Board must file this form. Gee of the officers of the iehor organisation a 
farm on bebalf of bis orgacization. : 


WHERE TO FILE,...NATIONAL AND INTERNATIONAL LABOR ONGANIATIONS — this 
form with the Affidavit Coraptiance Branch, National Labor Kelations Hoard, Washington 26, BA. 


i. LABOR ORGANIZATIONS must fig ibis form with the Regional Offee of the National 
8 Board with which they ve file cases. 


Wal toes. ten ote muxtibe an up-to-date form on ile with the Natiount {ator Relations Roan at 
forts snast he renewed ander the following eireumetances : es 
a. Whenever there is a change of affieers or offices of rour orpanization, 
b. Whenever « ox acini ae in arppinied > & fo > take over the your org 
«. After every of anion evens though there a ae 
a. tier of bie fo at more aca iow 


& there is 2 change in 


If your offieers are cot installed imwdiately apon election, you showid, 
Ercan eee 
instalied. Under such circnmctances the Le Bh eg on Ee 
ee ee ee the ekt-oSicers will expive 


HOW TO PREPARE THIS PaRM. catty coven ide ff os 
ao. STYLE ot OFFIC #: 













ee tach a a 
Aes an ho iad. weite Ge word “WACANT icon pernon otis « 


offices, chow his or her name opposite 


¢. EXPIRATION DATE OF PRESENT TRRM: 
Wes this column the date the officer's term of offies will expire. Be aure to gtve the daz, month, 
vemr. 


4. NAME OF UNION: 
oe oe the full name ef your organisation, seid the thie nhtcn ao citi 


= 5 
3 
ee 
e 
Ly 
te 
oR 
cs 
‘ 
e 
Ll 







wietiion i sfilieted with a = or International crgunnation, _— te 
Raine of the Netionn! er latermwtisns! + ar 








%, oe. et OR prancie, Patton ovelty eo 
Ye aM ay Z bail 

ood <0 i> Interne tant tates cament ‘ 
gevie anv ADDRESS: 


sefiires of the eergnelentieni tient sigh thle certificate. 
1 Spt nen. tees § te give street Gaicuan ally saad State. 





UBS Lin ca nak th 


| yow sto submitting thie fore for crea ie ot ta form, "Foe 


: a 
Sa wLaes — wy are reflinge i form i ie not Hecnesery 

= ae tor reabected ofleare Fite me Ch 
eames eee: yor ak 


B  AOREREEE mein eee Ne * 
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Exunipir No. 23 





Labor Organization Registration Form 
Public Law 101—80th Congress 


nnirnnengene” 


Yo: Bureau of Lahor Standards, ‘ 
United States Department of Labor, Washington 25, D.C. 


bea: MAE) aial the Latior Menage ment Boke 


Med}. PRTC Chat ths 7 Oise idertaatioh tae ie 


4% {Pubic Law Se 





Sh Congress, 
‘i Secretary Af Labhe ahi kigt upite date 
ret «time Lewes Rdatioix Baad ce aaihoried o t t tharge of a tabor arganiza- 





















$3 . fate 1D, PERL ais labor praia reguesta for election on a 
} whey 3% t at be Rist only by any lads arganizati P he faike BRY suck question 
re % t; Sat R $2 x internatipual labar argabizatlint ¢ dh such inber oryanisa- 

#82 38-4 Eiate ay tacnt part 
<" 3h} th s+ es z * 
pi ss ee ee zs 
£2 PRE OE AS RAAT ~ Det ea a Ss toe 
eh Law mother, 2 amr 
. r 
rz Beery ae ™ us be _— et Ds 
Py 4 Seve eS2 Deane Way Seariia F, SRSHSHEtOn 
tx SRS OS HORS. Dower 
“ 5 Somes kee At A®. eres ne te 
Waite: ated aw S54 ehh seana} therialoonattepon ARG CRMATIONS BROTHERS HOSE 0) 
% % & ERE eI o2 ett Rote, heck oy 
nminans pad 





ation arid alia ar oes of soar three 4 
imbleste the miaraice in which they are 





principal cficera whe served 
cited pr Appeanted or other 








. 

. Pete ap hios tg e ewe fe se 
: = ss — ey Gtx Biseted 
a Ws. Brews’ Sec retary FLEO Epented 
¢ e2k5 « Beaty, é £ ected 




































thi List the nai tithes, and compensation and alloxanecs of all alker olicere dr agents Whose compches- ; 
o. . % 
ewiarel owitad ha the preceiing fiscal voir vetted B5akhs. Indisate the manaer in which auch 
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¢ SD tii AB i OEE BE PERG IN He PAPOGBE B 085 : Pegi ot 
WEEE Bee RHEE BREE RRA, Migek rakra Biel of pigek wired ith cor vekponding pat 
% ete pail 
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Joint Council No. 28 financial report, Jan. 1, 1952, 


Receipts : 


I a nei ae ic anton nant cil $144, 557. 
I aha otindh area ings hne eg teas ape poe Gator tape eae 24, 164, 
Reimbursement for death benefits and special 
NOT SELES EAL. EAT 16, 624. 
I a a i a iki ial 16, 800. 
ED So eS Eo ee Se 2, 486. 
a cans Sesieseblremrcniiactabcb ire aad en 
Disbursements : 
ca $62, 627. 50 
Withholding tax ____--_-- $11, 143. 00 
Bonds and Retirements... _‘6, 168. 44 
17, 311. 44 
—_—_—_—————.__ 45, 316. 
Car al GpGaOrtnOR. nnn rie ee tircweinnan 31, 416. 
Officers’ and delegates’ expense______.__----_---- 3, 710. 
ee ics cecum enim 8, 669. 
Service, rents, telephone, and advertising____--_~- 22, 705. 
I a a a 2, 576. 
a ican ee eae 37, 453. 
a eS a bu biintaoenanaes 17, 291. 
ae ie, aeeeapeelnaanasaemig anne 12, 757. 
ee nie Es Nt ee once 9, 011. 
I ar ai ies nal ta nea ha ti teien aes ianieasictnonibbinw— 9, 000. 
Miscellaneous.__...__-_-_- ape hc easataai lactate abhi 3, 156. 
eT a costes tndilialrcs ciao 6, 111. 
eee Geeeereements..... a a tea 
Gash: omees mam: 1, : 1968. as a - eenmitibactaetn 


Cash on hand Jan. 1, 1953 
Assets: 
Total cash and assets Jan. 1, 1953 


Liabilities: Loans payable 





BREWSTER 


to Jan. 1, 19538 


I a ene ate alias in 


OT 
5S 


40 


00 
83 


$204, 632. 88 








06 
47 
01 
35 
64 
25 


oe 


OS 
33 
93 
00 
O05 
40 

2u9, 175. 12 

6, 279. 90 





1, 737. 66 
21, 768. 00 
22, 505. 66 


54, 500. 00 





(Received July 27, 1953, by Bureau of Labor Standards, Department of Labor.) 
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Exnuirir No. 24 


ee se 

3S Yo cum crranrhat 

¥ " Sie, 

Labor Organization Registration Form . 
Public Law i01—20th Congress 


Yo: Bureau of Labor Standards, 
United States Department of Labor, Washington 25, D. C. 


Section 9 (f) and (g) of the Labor Management Relations Act, 1947 (Public Law Na. 101, 80th Congress, 
lat seas.), requires thet the following information bo filed with the Secretary of Labor and kept up to date 
annually, before the National Labor Relations Board is authorized on petition or charge of a labor organiza- 

ion to take certain action in representation and unfair labor practice cases or fa requests for dection on 2 
unier shop. This report must be filed not only by any iebor organization desiring to raise any auch question 
before the Board, but also by any national or international labor organisation of which such labor organiza- 
tion is an affiliate or constituent part. 


CHECK ONE: Firat Ming 4. Subsequent fling 


1. Full name of orgaiization .. .......... SOU¥T QOUNGED. OF TRAMOTENS NO. MB 
(Meme) ‘ Shera! cemmber, if amy 
%. Principa) business address .......... 552 DRUNY. ww, SRATTLE 25. WASIIMOTOR 
10ey, soma ‘je, = 
3. Name and address of sah thie intent nia, tethauibans Semammamiar en amaintitl 
222 Kast Michigan Street 


CHAURYEURNS, WAREMOUSEMEN AND HELPERS OF AMERICA, rodtenapolis, Indiana (If none, check {)) 


4. (a) List the names, titles, and compensation and allowances of your three (3) principal iicara who served 
daring the preceding fiscal yoar. Indicate the manger in which they are elected or appointed or others 


wise selected. 
Nom Title i emerge at Sow 
1... RAVE. BECK 0 RR MR 
2 Be SOPUSTER = REORRTART OO 
8. he Dn BOM i BORK 


(6) List the namcs, titles, and compensation and allowances of all other officers or agunts whose compense- 
tion and allowances for the preceding fiseal year exceeded $5,000. Indicate the manner In which such 
officers or agents are elected or appointed or otherwine selected. If none, check GA 


Name Tithe allowances for ine — oclected 
ALLAN CROWDER AGENT $5300,00 APPOINTED 


ye 


oa 


Nowm—It there has been no change in the information requested in items | through 7 nln ane lat coer ed 
with the Sueretary of Laber, the ards “no change” aay be can’. 


5. The Initiation fee or foee which new members are required to pay to join union is § Be. $5000 (Per Capt te) 
6, ‘The regular ates or few which members must pay to remain in good standing dre 3.2. aBBL per 
dem {Per Capi tad (See footnote.) 


(Mant. rome. a5 


(in vane oe net nal of tatarnathoed amon. apeity ony regulation regarding fees or darn) 


Nora —df additional spree neaded te anawer questinas, attach axtra sheet af paper marked with correnpcading mumburs, 
ae) 
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7. A copy of the constitution and dylaws of your orgreization is required to accompany this regiatration form 
on the ieitial Sing; i wes! also be suimitted with msbeequent Slings if it has been amemlad is any way. 
Piease indicate which pavagraphe or srecions of your coustitution and bylaws show the proceture followed 
with respect to the itams listed bsicow. If your constitution dows not cover each of the fteme apecified, a 
detailed ststement explaining the procedure faliowed by your organization with respect to the items not 
exvered should be attached to thia reply form and srorked with the corree ponding items numbers. 
{a} Qualifications for or restrictions on membership ATT) ated With In}. Bry. ef Seametore 
(6) Biectim of officers zndatewards . . . . . . Pivewenwr. periog s 2 kn 
{e) Calling af reguier and epaciel mectings . . . Dnee.o aohtoend epee. 
S24) Levying of amensments a 
te) Imponiiton of fines 6 5 ae RN C8 ee Ca 
tf) Authorization for burgnining demands . . . Difiqere pi Teerptery’ meas sine of Work, 
“{g} Ratification of contract terms. 5 6 6 ks es BeBe Bie BD * 
(A) Authorication for strikes . 5. «i 4 + se we Ben eB. Be. RRS 2 
(© Autwrisation for disbarment ofualntends 2. 29 8 8. Le 
(3) Andit of wilon financiel transactions’. 5. . Pratt, cs 
(k) Participetion in insurance of uiher benefit plans . Anaalty,. Seelts ang .Waliereand Life tase 


{2} Eeqaulaion of members and ths grounds therefot . . BF Wiel, Jr copmphetio aetivisier 


& 


S Submit with this registration a report showing () the beginning snd closing dates of your fecal year; (3) 
el of your receipts of any kind amd the sources of such receipts for the Secal year; (¢) your total assets and 
lighilities ag of the ond af your lect fecal years and (d) your disbursements made during ench Racal — 
including the purposes for which made. 


The anneal financial report prepared hy moct unions may basasad for thie pessannes engaesmmbinaiion’: 
the above information. Where the uricn's annual foancisl report is not used, the following form mayo * 


upad 
3 S 
Fianna xeport for precedieg Bion! yéar (12 mo} from Janusry.1,. 19h Be TMP FAGE 
See Ableches Finaneis] Ststenent: ; 
Reovipts _ Dive ere Se . 

Os Di ee a ss pe See i (1) Per copite tax and ssedasments seceiiiniiansieniinis 
OO Fite 5 ce a $igiaonccicneeeny ER) Balexjm . + 3 ek eee eee 
OT ck nk ee : (8) Alpeamees 5. >) ce 5s ees 
(4) Asecsaments ok es sence (4) Taxes (Federal and State} 2... 
>). Other Coperity) a, 4G) Other Cepetliy) cs 

lg iin ee wee Wie WORN 6S he we Cg 
(@) Tokai asurta at ond of fiscal yoar (cash, investments, property, etc.) ____.____ 


(7) Total liabilities at end of fisenl year (per capita or other taxes owed, other outstanding debts) 
Tf 22 outstanding ficbilities, check []. 


1, « duty authorized official of the shove-named union, certify that the information submitted herewith is ” 
trce 0) the beat af my kaowledge and belied. 


OCTCEER 3, 1952 


ua ao He fh Senicetatad 


oe : SECRETALY 


If tetegraphic secvice bs roguested in cenner(ion with this Hing it mast be a! your expense, 


DO CORNER MERE ORE of ithe SAREE 
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Joint Council No. 28 financial report, Jan. 


Receipts : 





W. BREWSTER 7I 


1, 1951, to Jan. 1, 1952 


BEI MUI gs ics cals ee tna cigs ee ed $131, 628. 40 
Insurance —.._..- ies tw nic Ailend ude ace a ae Re 22, 714. 85 
Reimbursement for death benefits and _ special 

CR ia ited da babs oidecanen eae ee 22, 916. 91 
DOG ac a can rie os ws tk ce cee ee oct ws, eo 46, 000. 00 
Miscellaneous___--_--- ube SO Lee iene 2, 577. 21 

TOCRE. ROCCE isa moe caitcccie cat eerie oe aiencto it aac age eal $225, 837. 37 

Disbursements : 
Salaries __ oe ELE Seo Sess. Si ae 
Withholding tax_.___-__---~ $8, 920. 05 
Bonds and retirements____~- 6, 611. 20 
—————_ 15, 581. 25 
-—-—- $42, 921. 99 

Car. BIG. 1TORBDOFTRUIOR a ccscncrrctiaisesirtienanitntinicdiee 36, 855. 91 
Officers’ and delegates’ expense________--------._ 8, 446. 17 
Printing sid: supplies... 2c. ce eee 6, 827. 93 
Service, rents, telephone, and advertising__-_____ 31, 905. 81 
I I ois iw ans etic iw citn debits ceeeeg ede tenaibes 2, 906. 25 
ROTO TICS sas o itiens ch chia eed pean tae ati 49, 917. 09 
INN ia icc th arena massa aiatad nana 11, 624, 22 


TRG 3 ; 


Sick and death benefits 
ob ....6 sonil eS ee 
DESOORT IN so Bn etcomntitcticaubitnnie itd 


Total CieDarenineete 565k ke, pce omen 


Balance _ 
Overdrawn Jan. 1, 1951 


Cash on hand Jan. 1, 1952 
Assets: Loans receivable 
Total cash and assets Jan. 1, 1952 
Liabilities: Loan payable 


aocena= aenigegiliine a eed 217, 470. 71 


9, 959, 96 


ates 3, 605. 38 
arcane 10, 000. 00 
aehasks 2, 500. 00 


8, 366. 66 
2, 086. 76 


6, 279. 90 


seinin an spe pt wit tiniaentuli 23, 568. 00 


a novimdigiaieilsteaaienle 29, 847. 90 
sbicentink nahin nceapieaeeed 78, 500. 00 





ae REIN ER 6 PL ce SALE eA lp ea Sar Eee 


i 
fi 
qu 
i 
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Exuipetr No. 25 
. i ge » y - “* . 32209 


ee: i of Ad, ae 
aie A Labor Organization Registration Form 


Public Law 101—80th Congress 


\' 


Tot Bureas of Laber Standards, 
United States Department of Labor, Washington 25, D. C. 


Section 9 (f) and (g) of the Labor Management Relations Act, 1947 (Public Law No. 191, 80th Congress, 
ist seae.}, requires that the following information be filed with the Secretary of Labor and kept up to date 
annually, before the Nations! Labor Relations Board is authorized on petition or charge of a labor organiza- 
tion to take certain action in representation and unfair labor practice cases or in requests for election on a 
wnion shop. This report must be filed not only by any labor organization desiring to raise any such question 
before the Board, but also by any national or international labor organization of which such labor organiza- 
tion is an affiliate or constituent part. 


CHECK ONE: First filing ...... Subsequent filing —1. 


1. Full name of orgenization Jelmt, Coanet] of Teenmters Nea 2. we ee 


Nepean nen) geen arte nan nee na ars gnnanemnmnnnnnnn ne menenntinnae ies \annnantineinenennnttint inter ri Met. npmannnanannnnanannen ibntiipetinnet it anttttntn sant each n 





5 ¥ Seattle 9, Wa 
2 Principal business address 532 Denny Voy ___. 9, ——— 
. & Ms and address of national or ies national Brotherhood of 





» Chauffeurs, Warehousenen & Belpers of dserisa,  SL-C16, 
Me Lovisiane Avene, HV, ¥ Mi, Washington 2, Bo Ce oc Ot non, eh 


“& (@) List the names, titles, and compensation and allowances of your three (3) principal oficars who served . 
‘ _ during the preceding fincal year. Indicate the manner in which thay are elected or apptinieli te ether 








‘Wise welected.” 
Nome Title ieee ee 
1, Frank Wp Sreveter President = Mone Becta 
5. pelea neti Bee, __Flewtet 
4. B. 1. Sowen Recording Secretary None Rleated 


<b} ‘at the names titles, and compensation and allowances of all other officers or agents whose compensa- 
and allowances for the preceding fiacs! year axcectied $5,000. Indicate the manner ia which such 
Deneecaremminia asda enteatatedas cheno anion. Tf none, check fj. 


Total corpeneetioe ood 
Nowe Tis ti ee 
* 
qe 


Wore.—3f there has been no change in ths Information requested in thane 5 through 7, inclusive, sinee the tact repurt fled 
swith the Jecremry of Labor, the words “no change” may be need. 


5, rr ee eee ey ee he) ie. change * 
6. ‘The regular dss or fees which members must pay to reawain in good stand eee “tae per 


é 
ciikistitiasitiaiiaiaasteomiimsinans =e talleaie,) by 
{Moweck. pene, oe. 5 aes i 
‘ F 
«tin cose of 2 nations! or taternaltenel unten spe ify omy rewadatee reaecding Seen or doe. + S 
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(a) Qualifications for or restrictions on membership ' 

(©) Blection of ofileers and wtewarde’. 6 5 664 Noss ee ee we 

(0) Calting of regular and mpecial meetings”. 5 ss sp eee 

(0 kegel meen. «es ss cans enews ce 

(e)- Iago eMail 

+ P) Authorisation for bergnining demands 2. 6 6 ee ee es 
(g) Ratification of contract terms... . « eis See eer 
(A) Authorinstion for dirikes 6 6 0 ee et ee 
(0): Authosization for dishrarsement of. union funda 5 6 6 5 2 0 84 uO 
(A) Avdit of wnion financial tramesetions 5 i 
(2) Participation ix ineurcnes or other bavedtt Pam ed Sie! 5 
a Expulsion of members aud the grounds therefor ake 


* 
. 
. 
. 
% 
* 
- 
. 


trate tn et 
your ony eources year; your Se 
liabilities ae of the end of your last Sacal year; and (¢) your dishursements made during such ye 
the purposes for which made. 


he amon ena rprtpropard by mot eon mayb aa 2h porpon ang repr conti 
nest above information. Where the union's quncal fanncial report fe net weed, the following damm may be 





See atteched 
Financial report for proceding flacal your (12 moon.) trom —Jemmnzy 2, 1955 _ 9. 


| Des ie be oe eC) Pee enplte tax and sascaiments er - 

RD eee on on. ow he. sw ha ee ER) Oeleti k sciceeenlbaaiiiaie 
Wile a sk 8 ne hens OD A 
(4) Amemments. . . 1... hese (4) Taxes (Federal and State) © 
(5) Other (upecify) n> seammummmsssmanan Gy Other tials i 





* <8} Total assets at end of fiscal year (cash, investments, property, ete.) 


{T) Total Habilitios at end of fiscal year {per capita or other taxes owed, other outstanding debts) cecilia 
If no outstanding liabilities, check [(J. 


I, « duly anthorized official of the above-named union, certify that the information submitted herewith is 
true to the best of my knowledge and belief. 


rer pain 


H tehegraphic eubiemmetin cnitsaeninnitetiiatasihonsie eet 


©. cuppeneaat pefactnes cereng = 8 SERNS 
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JOINT COUNCIL OF TEAMSTERS NO. 28, SEATTLE, WASH. 


Financial statement fiscal year ending 1955 








Receipts: 
Sennen UID TURIN == 2s FS eee TF BE st Fane $157, 221. 65 
Other (transfers, withdrawals, insurance, and miscellaneous) __ 7, 749. 33 
UN a ai ili ace asc Ra ea ace Sse ioxesacn 164, 970. 98 
Disbursements: 
Pere nnrnes RAT RSI in etter eneiee 1, 561. 00 
NN ba hist chia a ceenicls d cited iastasnels ER OE Sate Ve tee Ae 61, 084. 89 
Ee SE eS Se ne 33, 603. 32 
Snr Wr CII ARN REI ita es hace eRe cana 3, 048. 83 
Other (rents, telephone, insurance, sick and death benefits, 
legal fees, donations, office furniture and miscellaneous)... 80, 4438. 14 
i Be ee erie 179, 736. 18 
en ee en Ar tes cienetblieeeetemeinneninmcatnh 46, 173. 23 
Totes meeeuiees Ot end of fecal year... nn eee 46, 950. 00 
Irena acca lelinastiacsanean NNN as es ant 4 
I a tle eles ag 
(Received March 29, 1956, by Bureau of Labor Standards, Department of 


Labor. ) 
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Exurerr No. 26 


? 
we 


on ae 
&® #2 A é 
7 4 Patent Bossens iy HII, 


Asprwent sapien Buby 4, 


i 
; 
; 





Labor Organization Registration Form 


Public Law 10)—86th Congress 


ne ennai! 


To: Bureau of Labor Standards, 
United States Department of Labor, Washington 25, B.C. 


> Law No. 101, 80th Congress, 
f Labor and kept up te date 





Lahar Management Relations Act, 1947 (P 


ed with the Secretary 


scene ae 

















































2) Feege Bt the fuliowing informat ies f 
sali re the National Labor Kelatima Roard is aatherived on petition or charge of 8 laber organiza- 
phe oxy ' prese tion and unfair labor practice cases or in repuests for election on & 
3 amon. This kes Fhe otily atiy labor organization desiring io raise any auch queatiun 
ra the Bos ay ai or international labor organization of which sach labor organizs- 
é an sfilate or constituent nar 
EC} &: First 2 Sehwequent fling AW 3 
7h i 
; y 8 us ‘ re 2B ‘ Bs > 8s sR ¥ » 
NOR 
: : ‘i ‘ : thie, : 
3 p2et ai B34 ° “ £& 4 oe Sel. annette: 
. irveck ‘sits, Sioa 
. a machen ag ® nant Bye xtherhaed «ft 
Name and address of parent national or international union .LI@T25.S Z ar Po 
Soh “* jee 
i é Ley > (i? none, chack [3 
{ st fr tH wi allewaners of your three (3) principal offieers whe served 
a gt f ‘ ~ manner in which they are electad or appointed or ather- 
ge nekess 
‘ Nite Por compensation sad How 
sone Pitle gitescancee for the year sebestusd 
&¢ 5 iE 9 ey 
. »%% SS an eS aed 
; ‘ te 
: < 2 
> * oe 
% r Sex : % 4 lacie 
p> AS oe Sat, etected 
2 $i rir 4th wg allowances of all other officers or syrentas whose eormipenss- 
' ‘ ‘ ; ¢ spar axceadet 35 listicate the manner in which sach 
y she Ce ¥ y RP therwise seleetad. if none, check 7}. 
oe ina Toted eompasmtinn and senses 
ical Pétte eanene for tix year BY } 4 
4 © r “ . 
‘ ey 
RunTE there } 6 we &, th rergsemped te & through T, inctusise, afters the taat seaport fhed 
tabs i fy kos seed 
4 ‘ at ear feos ; we pembers are res te join uniate ie $808 Rat 
6. The regular does or fess mhers mast pay ta percain in good standing are $ ics per 
* few Tis ae 
‘ a 
‘ xg OP separdiog Meme yr Pras t 
* » h sates chet of po marked with corresmeviing cami 


Rem SABIE 
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AGAINST 


. rer 3 
s } stan 
5 RB ane W 
2 
Tle 


FRANK W. 





BREWSTER 


tel is oommertion with thie Ring i meet be at tour expemae 


eS 
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Form No. 44—R700 


Schedule 7. (f) Bargaining demands are formulated and authorized by a 
majority vote of the members present at a special called meeting. 

(g) Contract terms are ratified by a majority vote of the members present 
ata special called meeting. 

(h) Authorization for a strike is by means of a two-thirds majority of members 
present at a special called meeting. 

(Received April 10, 1950, by Bureau of Labor Standards, Department of Labor.) 


Teamsters Union, Local No. 174, financial report, Jan. 1, 1949, to Jan. 1, 1950 


Gas: on bem, Jan, 1, 1040... 32a cei ecco ees $5, 198. 19 
Receipts, 1949: 
PII caer nse in isices sien een nahin coe peered a cen $286, 489. 50 
IN Si ssi ses scien lhl ie peel artes acc cenicbeae alec a 18, 549. 00 
‘Transfers and wWitbGrawa@is..... <0... ~sinwein 245. 50 
Fines and assessments___-_~- votincwresebaiiaiaall citi nani. 6, 717. 89 
CII ao. oss nn conn ninteeeetdcamedeein entities gba 16, 109. 42 
PIO is ses nos acinecinis ae nines vongse bctead bias tiean lalla tidal inadieicen 8, 000. 00 
EGGD: DRITORDIE TOCOLVO in acini ini pices 34, 442. 62 
King County medical payments____-.__-------_--- 89. 75 
SENIOR OTN IO ais cietensttcsdnseiotrgcagtenineiva amen 2, 949.86 
Total receipts, Jan. 1, 1000... cnn ens eee a 873, 602. 54 
Total cash and receipts, Jan. 1, 1950......----_--.-- sehen 378, 800. 73 
Disbursements, 1949: 
CIE OI cic ech eeee eames $30, 120. 00 
General office salaries__._.._...._------- 24, 207. 50 
Withholding taxes___._._-._- $8, 926. 65 
Bond deductions____._------ 1, 587. 50 
Retirement fund ~_.-.------ 1, 633. 84 
——————._ 12, 147.99 
TG WON: WIN ia sis vesicciccscscitencacnilitnaicties 42,179. 51 
Per GApita antl GUNGUOEs .nccdwicciinimiwlimiimintiinin 48, 200. 89 
I i caisson cceentepcionin steno enoldanstiiann saat alain 10, 886. 03 
TCE OUI ancestors ctinsiss minster anna aaastinesaiatnds 6, 996. 35 
ID TI anc cencseciaesisc cabana eee thihceletcepliastaiictiaiiiaiaas 1, 575. 00 
PRUOTERETIOUS CR OUION occ ce ccminctinndanmdiniomee 1, 813. 96 
ID inissescdsicic ai sesicaiemiinintinih icici nines cheats taiteitadeetiidins 5, 247. 93 
TRONONS: GRA GTI ccc ctnetiiimmmnnnnton 820. 39 
SD Ci idiiancisctceeine apathetic 7, 556. 06 
TRORPEMOR GAG WOU iii Siemens nde 96, 273. 87 
Office equipment and supplies__.--_-____-----_-_- 21, 345. 46 
TI icici x:taithipinsonicaeabind bsiasllaaelgpiltiaasaeas caninteiabcianambia dh beibbiaiitaratt 10, 835. 76 
I esse ccicinsinnssnssvinsiivisntninsiciecciing sista iiniaiialb aipiaisiaimbipillatiinds 1, 027. 25 
ROI so stniccsticecensinecinas ashi captain aaiaininsetineciareeal 10, 233. 43 
IID ivisitaticacsensinicnvtiiecitictincinhiasigiabiniiamaiiiadacaminedsdita 14, 040. 22 
CRE COI since csisiiterectieniticnnin te retctieiaiees ead erintaeaalin 25, 773. 28 
RII i ccinessierissesteneeincienarenibaiineciisdiciadiiaaiiaietadatad itillintin saliaiadonsitlinie 12, 997. 39 
NI scsi sinsnstnsc etic esdiniihelnialieetignatcdaritealininaiiniteishiciai 13, 596. 10 
CRRA AI0D 5 tnccecincue de aintaoaednne 47, 060. 00 
TUE i. c's sneak cea ain dlaatieee 378, 458. 88 
Local No. 174 check No. 9656 canceled__.--__.__--- 4. 00 


——_————- 378, 454. 88 
Cash on hand, Jan. 1, WGGscnccksadecnsn sides mila ibteece wraccattead lh 345. 85 
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Teamsters Union, Local No. 174, financial report, Jan. 1, 1949, to Jan. 1, 1950— 











Continued 
Assets : 
U. S. Government bonds (Local No. 174 Benefit Fund) —-__--_-_- $9, 750. 00 
EDGR NG; 374 Boneit Punesi oo bul oe ek eh ei 38, 107. 81 
Local No. 174 Benefit Fund (General Fund) ~-------___-__--_ 25, 140. 00 
Loan to Joint Council No. 28 Building Association (Local No. 
ia meen, We a liga ei 46, 000. 00 
ROGGE OM GAS i ee cs Dk, 52, 529. 87 
Loan to Local No. 174 Office Division (General Fund)  -------~_ 6, 000. 00 
Loan to Brewery Workers Local No. 472-5-.-.-----------_----- 100. 00 
Teen casn- and aneets, Jan: 1; 2000-.|~ =~ ee ee 177, 973. 58 
Liabilities : 
PE a I 2, a ee ee tie ee eee LTS 3, 300. 00 
Es Tee See ae OR 200. Breer oe 6, 000. 00 
Loan fram iecel No.-174 Benesit Fund... 2 25, 140. 00 
Loan from Joint Council No. 28 Convention Fund_-_--___---___ 16, 000. 00 
Loan from Joint Council No. 28 Legislative Fund___--_________ 8, 000. 00 
I Ss oa see ee TE tS eas 53, 440. 00 


Nore.—No liabilities other than the unrecorded monthly bills which are paid 
promptly when received. 








PROCEEDINGS AGAINST FRANK W. BREWSTER 79 


eg | 


Labor Organization Registration Form 
Public Law 181—80th Congress 


}s 


To: Bureau of Labor Stendards, 
United States Department of Labor, Washington 25, D.C, 


% (£) Bnd ig) af the Lalor Management Relations Art, 1047 (Public Law Na. 109, 8th Congres, 
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T, A capy of the coustibition and bylaws of your orgenioation & regired to accompany this regiatration porn 
om fhe initial fing: d wnel alec b¢ xubmitted with subsequent flings if R kas been omendad dQ arey. 
Please indicate whick parkgraphs or sections of your constitiition and hylaws show the procedure followed 
with respect to the items listed below. Hf your constitution dees not cover each of the itema apecified(-a 
detailed statement explaining the procedure followed by your organization with respect te the tenia net 


covered abeuld be attached tu this reply form and marked with the corresponding ikems numbers. RE SY 
ews 


(e} Qualifientians for or restrictions on membership 


{bh} Blection af officers and stewards 


Art Ji Aecedel ine. 


Art FIT Bemiiele inc 





ée} Calling of reyular and special mentings awe bth TY Setales ine, 
id} Leeving of Assesaments Nees SSCA g rh. ¥, Batebes es 
fe) Tespesitien of fings 2. gS ae ee rh Ti Sete , 
if} Avthurieation for bargaining demands ee a@ Shee. abtache( 
tz} Ratification of eaetract tents sheet at: debe 
th? Avthoriat tex strikes Sieeh BULSsne: 
ti} Anthes tt for stinhar aes tof wtrioe to iid Sec. 2G 

is) Audit of 6 faancial transactions. . ee the lid See 2s 

{k} Participation in insurance or other benedit plans Ni] bedded, inc. 
(2). Expulsion of members and the grounds therefor. . ane a ae srheLipetadie?) * 
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Form No. 44-R700 


Schedule 7. (f) Bargaining demands are formulated and authorized by @ 
majority vote of the members present at a special called meeting. 


(g) Contract terms are ratified by a majority vote of the members present at 
a speeial called meeting. 


(hk) Authorization for a strike is by means of a two-thirds majority of mem- 
bers present at a special called meeting. 


Teamsters Union, Local No. 174, financial report, Jan. 1, 1950, to Jam. 1, 1951 


er eer pee pan 9 S000 = 375-3 SS aa cote wee oan $345. 85- 
Receipts: 
I x nit shin sea shape eahado get aap se aaa 
i eee 20, 817. 50 
NO Giitin “GN Moor ee ee 6, 989. 81 
Withdrawals and transfers__........_._---____ 246. 65 
nee payments received..* Se 26, 636. 68 
King County medical payments__.....___---____- 40. 75 
INI fas nics rts aden eptnceiicioc a eenbanstweh ciatoad aaa pean ane 22, 076., 25 
DEMONS” - = 25-3 eee 570. 13 
Total receipts___...___ eg hia cake aba aainbin vitesse 376, 796. 41 


Total cash and receipts, Jan. 1, 1951___...___-._...__-____._.. 877, 142. 26 
Disbursements : 


en NR nn ee ee peice $30, 120. 00 





ORE GEICO SAIRT UG 5 6 iiss dk ce nncmecb ewe. 24, 822. 50 
oe cscs te ok een ee 54, 942. 50 

Pe URE CTU, scesencecerk an mtaabadan« $11, 346. 05 

ME CN a aici 1, 625. 00 

I 5 Sti Bini scan csatectrmmaes 1, 508. 16 


a 








OE Ma DON... |. ccs isdeeaenes 40, 463. 29 
Sar CREE Bil) GI oe ee ieeccee anaes 71, G54. 49 
mC iN CS iin hire tasme 15, 751. 76 
Buttons, printing and supplies._.............. ~~ 16, 528. 40 
Sick dues and death benefits__......._..._______- 13, 688. 50 
I TANCE et No isn tc oct siceadntuecetin cen es 30, 506. 51 
Officers’ and delegates’ allowances___...-----~~. 837. 24 
SIRI 552 sc-scsishe ava uid ue shcaicvasd a taco naan dadsemease ea aco 1, 363. 00 
I is sacs ttann ic cncetesesuh sie imclenilnaiap adeege a 65, 545. 92 
aii nies acon eet eoeadaeaeack ate 14, 646. 86 
Miscellaneous expense and repairs__.__.--.------- 2, 032. 72 
I OIE sax: ceierseccconaith wine hatin ipa aaoaeekminniaiaameiales 35, 630. 81 
a ag an cen ee ee 12, 600. 00 
BI ii sca iit ccteestscinsinscecipren agi land Sa aie ede 2, 763. 50 
DE a ickisciinbasctacsin 2 i gideibeenneccne calla eek teeta” 47, 761. 22 

TORE 6 cdindincwacwednmionommesaeaeuea 371, 774. 22 
Local No. 174 checks Nos. 9988, 9229, 10160 can- 

CG iteticecRtharrtnmniindciacembeenn eee 175. 50 

ON detect tnecncncantauatine aga eave ealadedaasieraict 371, 598. 72 
Local No. 174 check No. 11590 error__.......---.-- . 20 


—__—__—.---— $7], SOB; 92 


Cash on hend Jan. 1, (0ilscdksintewcstincnnnteencectome santa 5, 5438. 34 
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Teamsters Union, Local No. 174, financial report, Jan. 1, 1950, to Jan. 1, 1951—~— 





Continued 
Assets: 
U. S. Government bonds (Local No. 174 Benefit Fund) _-----_- $9, 750. 00 
neent See ee Teen fe ee ea ke Fe 4, 700. 00 
I a I, I NIN 6 eres stinnco rene mie amit bce See 39, 010. 38 
Local 174 Benefit Fund (General Fund) -—---------_--_-_-----_- 35, 140. 00 
Loan to Joint Council No. 28 Building Association______ See 36, 000. 00 
Nee en ia coimas ellipatisanenmuni 49, 855. 91 
Total cash and assets Jan. 1, 1951____--_-_~- sistas nstambaies cts aie atenttell 179, 999. 63 
Liabilities : 
Loan from Brewery Workers Local No. 472-1___-__-__-____-__. 3, 000. 00 
Loan from Office Division Local No. 174.--------_--_-__-_-___ 4, 700. 00 
Loan from Local No. 174 Benefit Fund____----_----_____-_--_- 35, 140. 00 
Loan from Joint Council No. 28 Convention Fund. -_-----_--__ 16, 000. 00 
Loan from Joint Council No. 28 Legislative Fund_____-_-__--__ 3, 000. 00 
I i sai cites sivas epladicialaisaiseedeneioousatinieniabssaceeneiaiemmital 61, 840. 00 


Note.—No liabilities other than the unrecorded monthly bills which are paid 
promptly when received. 











PROCEEDINGS, AGAINST FRANK W,, BREWSTER 


: f 
Ayysna Gadde. es 
AD Me . pie oh pom tig og 


Labor Organization Registration Form 
Public Law 101—80th Congress 





ne 





Te: Bureau of Labor Standards, 
United States Department of Labor, Washington 25, D.C, 
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. A copy of the cometitution and fgdews of your argeniontion te tequirved te accompany this revietration Yow’ 
on the init, Ging: 2 muxt alr de submitted with aubaequent flings tf it haa been amenuled in any amy, 
‘Please indicate which paragraphs or sections of your constitation and bylaws show the procedure followed 
-~atith respact te the fenw listed below. If your constitution does not cover each of the items spetified, a. 
detailer, atabenagt explainingrtie Brosedure followed by gour copaniankien with peapect to the itera pak, 
covere’ sindht be sitached te this reply form and marked with the corrsspanding items numbers. 








fat Quaiifications for ar restrictions an memlership. . . 0. 6 ek ks Ro. Change. © . 





























(3) Taestion of afiicers and stewarta ck RS ee wee oe acca 
(s} Catling of rgrelar and apetialb meetings. 2. 60. Re Na ae ie 
: * 
{di Levving af BaSExs OE se : oS a Re ke ase ‘i pacha. ean esa 
ie} fopésition of fince Be ye ge a a ae eae ea a ce 
if} Authorization far bargaining demands .. . . oe Sk eee a ae ee 
ig} Ratifeation of contract terme. 5s ia i ei ae 
Riad 2 * 
(®) Antivwization for atrifos . eg eS pS ee ae ices 
: s 
{3} Amthorication for disbursementof union fends . gh et aa 
2 ok 4s . . " 
tj} Axodit of witon firanctal transactions ee , se ES ‘ : : 
gr : a ‘ 
: : * 
{h) Partecipatien i inavranee or ather benelit plane ie ee a ees sss ss 
if} Expaieion of members and the grounds therefer pia Re ie SC eae 
* 
Ss L with this registration a repert showing {<) the beginning and cloning dates af your fiacal year; (6) 
at of vowr reccipte af any sind and the sources of such receipts far the fiseal year; (c) your total asseta and 
taé at of the end af your last Risen! year; and (4) your dishursaments made vigring euch fiscal year, 
ming the purnescs for which made 
The a + prepared ty mest unians may be naed for this purpose as long as report containa 
t > 
the aie *lere the anions antial fmancial report is net used, the following form may be 
aed: 
Financial eeport for preceding fiseal paar (72 mos.j from January. i+.4% ete Dee enter By 
(ee 
¥ PIT aa wer 
Kersighs PisSargements 
it) Dees ‘ 3%) Por capita tax and aapesarnents sis 
{2} Fees pes ie 2) Salaries 
(53 Fines ‘ ee eee i$} Atiewants .. i pd “ 
2) . Assessment i is) Tases (Pedera! a teeter} 
ee <xpeckty } is Rae OF {specify Su siccipaigecienanan 
. ‘ 
Ty. 2 to Teras Fs ie 
[By ‘Total axecta atend of feral year (eash, iowcatmernts, property, 04) 
(7}. Total liahititios at cd of fiscal rear der capita or eer taxes ow cd, other oatatanding deta) 
i 9 gutgiamting Habilities, check 
f. 4 duly sptheriaend offial of the ahove-named w “<ertifty that the information eninritted herewith fs 
true te the heat af nav kage ledge and belief. 
or noe i 
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a arise é 
= 3 SRotes 5 2 X 
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Teamsters’ Union Local No. 174, financial report, Jan. 1, 1952, to Jan. 1, 1953 





heh of Hand: Jans): 2000. . 5s o ee crn ne cneinennnsatne $12, 778. 87 
Receipts : 
RR te 8 sn singe aia as ik a ce $349, 231. 50 
Tuitiotions...... 6.10. ies ee ieee 20, 927. 00 
DI co scigicciacsciicsssitnitrnintippieaiaieiaciaiaiitainiainiiaaaamian aia 7, 441. 70 
Withdrawals and transfers__................-.-.- 331. 00 
Len sayunente reetlvels <a nnctiteck a ckicndeeen 12, 473. 87 
NOS nine ercictin i niaddtiimemanigaeenibeaiielie 19, 991. 66 
Miscellaneous_____.-~.--- sialic er ica i ae ca, 41. 35 
IE dene thik is ts ccsdsisncScacaitomegtabdaedeeaeek eae eee 410, 438. 08 
N.S. F. checks uncollectible : 
SOMES «ncn Bee eee eee 
December__-_-_- sicehcacends vanidic epanamsations ean 55. 26 
387. 26 
410, 050, 82 
Total cash and assets Jan. 1, 1958_....-.--.-.-.---__--_- 422, 829. 69 
Disbursements : 
Salaries.......... sao aleg alee ag acta ess $54, 095. 52 
Withholding taxes _._____-- $16, 311. 25 
Bonds and retirement_- 2, 768. 10 
—_————_ 19, 079. 35 
—_—————_ $35, 016. 17 
Por capita and emilee... <2 ceased 64,117.17 
IIE sa sassy ieiilatiancitcipaienacieiadliniaapemieala te 16,.607.10 


Buttons and printing and supplies___._.__________ 21, 783. 35 
Car and transportation expense___.._._.._--_- ~~ 46, 403, 22 


Rents, telephone, service, etc._...........--.- ~~ 25, S77. 42 
Officers’ and delegates’ expense_______-~- er een 6, 272. 56 
Sick and death benefits_....____- eihetantaabeiice staal ates 16, 013. 65 


Dues and initiation refunds... .......s—snnincade 1, 953. 00 
Insurance iil tsa dss aicmaaeaneee 91, 499. 8O 
ION i i cw cs ilo sta bs anne el mvc eleceiion &, 536. 65 
Defense bonds___— 5 lil ae ve . 1, 650. 00 


CN cis cisidr siren Sea Sashihara aii . 9, 400. 00 





Dima i cna iii ap elias aceite th delle 27, 748. 36 
Unemployment relief funds__________- ne ase as 27, 514. 50 
Loan payments sisson tir osetia 5 aren 3, 000. 00 
Total ag ae ll a tl _.... 4038, 392. 95 
Disbursement check No. 236, June, canceled__ S 4. 00 
—_—— 403, 388. 95 
Gaak' on: band Jem: 1, TG. cake eiccaemmnakenaee 19, 440. 74 
Assets: 
U. 8. Government bonds (Local No. 174 benefit fund) ~.-__-_-_-_- 9, 750. 00 
Ecocunl, , TFA: Weel Ci sii cncscicsctivnsinnsacddocssincceactekanctntetbassaeecaenainee 41, 584. 62 
Local No. 174 benefit fund (general fund) ------_-___________ 28, 890. 00 
Local No. 174 office division—service fund__...___-__-__-_-_-_- 921. 00 
Loan to Joint Council No. 28 Building Association._..._.._______ 36, 000. 00 
ECan Ola WONG soos ia ee Cee ee 36, 140. 29 
Total cash and sanpete Jami. 1, PO nase etitkccce kde 172, 726. 65 
Liabilities : 
Loan from Brewery Workers Local No, 472—-1_._____. $3, 000. 00 
Loan from Local No. 174 office division._......._.__- 4, 000. 00 
Loan from Local No. 174 benefit fund_...._..-.__-___ 28, 890. 00 
Loan from Joint Council Convention Fund_____--_-___ 13, 000. 00 
Loan from Joint Council Legislative Fund. _____~ _. 8,000.00 
Total liabilities Jan. I, 1968. ............. Sots ane 51, 890. 00 


Novre.—No liabilities other than the unrecorded monthly bills which are paid 
promptly when received, 
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Labor Organization Registration Form 


Public Law 101—20th Congre<s 


To: Bureau of Labor Standards, 
United States Department-of Labor, Washington 25, B.C. 
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Form No. 44—R700—LABOR ORGANIZATION REGISTRATION ForM 


Section 7. (f) Bargaining demands are formulated and authorized by a major- 
ity vote of the members present at a special called meeting. 
(g) Contract terms are ratified by a majority vote of the members present at a 


special called meeting. 


(hk) Authorization for a strike is by means of a two-thirds majority of members 


present at a special called meeting. 


Teamsters’ Union Local No. 174 financial report, Jan. 1, 1951, to Jan. 1, 1952 











I aac ees sien cabin noun ellubinenicmiieiebns $5, 543. 34 
Receipts : 
EES a ee ae ee $307, 580. 45 
ie al 19, 897. 50 
I RT a cs calnanaicmuatialen “a 7, 441. 35 
Witnarawals and transters.._........................-- 361. 05 
NEES “TIO i sitter ani ewsbion 8, 475. 41 
I a card en 17, 735. 83 
I es ll sscchnensliapcibiaas 1, 115. 81 
—____— 362, 607. 40 
Total cash and assets Jan. 1, 1952___________--- _.. 368, 150. 74 
Disbursements: 
a ela $52, 209. 50 
Withholding taxes____-____ $14, 015. 00 
Retirement and bonds. _-- 3, 1338. 16 
—_—————_ 17, 148. 16 
—————_ $35, 061. 34 
Per onpiie: emi: eapples wn ons tines 35, 533. 79 
ha scent anatienanaiaeal 13, 670. 56 
I i anecedencgee con 18, 358. 96 
eI ON rei csicentinetiiecnieamenmees 1, 170. 93 
I a al peti ecaeaaeeasneescnias 900. 00 
i anata 2, 722. 10 
Sick dues and death benefits_.._._.....__....._____ 13, 149. 51 
Dues refunds, delegates’ expense__________--_----~ 5, 305. 07 
Benoes, car repairs, renta........................ 67, 049. 26 
Defense bonds, organization, assessments__._._.__-__-_ 91, 409. 04 
nil 71, 079. 02 
a a 355, 409. 58 
Local No. 174 checks Nos. 10737, 10929, 11588, 
11628, 11727, 12215-1219 canceled___..._________ 37. 71 
355, 371. 87 
is a a hs aie rik tiie 12, 778. 87 
Assets: 
U. S. Government bonds (I.ocal No. 174 Benefit Fund) _—--------~- 9, 750. 00 
SIRS US tn claret 39, 010. 38 
Local No. 174 Benefit Fund (General Fund) ---_---_-------- 35, 140. 00 
Loan to Joint Council No. 28 Building Association___._____-__-~ 36, 000. 00 
sn a heen dneineliiin a ecmeacahein 47, 886. 98 
‘Totel cast end enpote dan. 1, 1902... uno ciccdicnicmciecsmecocce 180, 566. 23 
Liabilities: 
Loan from Brewery Workers Local No. 472—1__--.---_--------- 3, 000. 00 
Loan from Office Division Local No. 174__-_-_-__--__--__---_ 4, 000. 00 
Loan from Local No. 174 Benefit Fund____________-___________ 35, 140. 00 
Loan from Joint Council No. 28 Convention Fund_______--_---_- 16, 000. 00 
Loan from Joint Council No. 28 Legislative Fund_____-______--- 8, 000. 00 
SIUC TUNUP RTL hc ese cetacean eign 61, 140. 00 


Notr.—No liabilities other than the unrecorded monthly bills which are paid 


promptly when received. 


(Received May 12, 1952, by Bureau of Labor Standards, Department of Labor.) 


O 
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PROCEEDINGS AGAINST NUGENT LaPOMA FOR 
CONTEMPT OF THE SENATE 


FEBRUARY 7, 1957.—Ordered to be printed 


Mr. McCrietian, from the Committee on Government Operations, 
submitted the following 


REPORT 
[To accompany S8. Res. 89] 


The Senate Permanent Subcommittee on Investigations of the Com- 
mittee on Government Operations, as created and authorized by the 
Committee on Government Operations under the piandig Rules of 
the Senate, caused to be issued a subpena to Nugent LaPoma, also 
known as George Cavano, Seattle, Wash. Said subpena. directed him 
to appear before this sube -ommittee on January 15, 1957, which time 
was extended by consent to January 16, 1957, at the committee room, 
Senate Office Building, Washington, D. C., and then and there, 

(a) to testify what he knew relative to the subject matter under 
consideration by the subcommittee, and 

(6) to produce certain books and records of local 174, Inter- 
national Brotherhood of Teamsters, Chauffeurs, W arehousemen 
and Helpers. 

The subcommittee, under Senate Resolution 188, 84th Cae ent " 
session and rule XXV of the Standing Rules of the Senate (g) ( 

(B) is given the duty of “studying the operations of Government ac mI 
tivities at all levels with a view to determining its economy and 
efficiency” and under subsection (C) “evaluating the effects of laws 
enacted | to reorganize the legislative and executive ‘branches of the Gov- 
ernment.” Pursuant to these powers, the subcommittee sought to in- 
quire into and study the operations of the Department of Labor, the 
87969—57 1 
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2 PROCEEDINGS AGAINST NUGENT LaPOMA 


National Labor Relations Board, and the Bureau of Internal Revenue 
in the application. of Public Law 101, 80th Congress, 2d session and 
the Internal Revenue Code of 1954 relating to exemption from taxation 
of labor organizations. 

On January 16, 1957, the subcommittee heard the testimony of the 
Secretary of Labor, James Paul Mitchell, the Chairman of the Na- 
tional Labor Relations Board; Boyd D. Leedom, the Assistant Com- 
missioner of Internal Revenue; Justin F. Winkle, and others on the 
same date and on January 17, 18, 19, 1957, (the record of the entire 
testimony is made a part hereof, although not annexed hereto), rela- 
tive to financial statements and other documents required to be filed 
under law by labor organizations and unions. The testimony was 
we ard to assist the subcommittee to determine the adequacy of existing 

tatutes; whether present regulations enable these agencies and depart- 
ments to administer the law effic iently; whether modifications or 
changes in the existing laws are required to assist the Government in 
determining the adequacy, accuracy, and truthfulness of financial 
reports and other data supplied yy labor unions and their officials 
under the aforementioned laws. 

Attendance of Nugent LaPoma, also known as George Cavano, pur- 
suant to the aforementioned subpenas was had in executive session on 
January 16, and later made public, and in public session on January 
19, 1957, in Washington, D. és 

Piss said Nugent LaPoma, also known as George Cavano, appeared 
as a witness and was asked to produce the papers and records set forth 
in the subpena, and he was asked to testify and answer certain ques- 
tions. Both - e questions he was asked, and the papers he was required 
to produce, were pertinent and material to the subject matter under 
this ae He refused to produce the papers and records, and he 
refused to answer the questions put to him by the committee members 
and counsel, as appears in the record of such hearings on January 
16 and 19, 1957, and which record is made a part hereof; excerpts of 
which and other testimony pertinent thereto are annexed and desig- 
nated as exhibit No. 1. 

As a result of the refusal of said Nugent LaPoma, also known as 
Ger rge Cavano, to produce the documents pursuant to the subpena, 

:nd his failure to answer pursuant to such inquiry those questions put 
to him as appears in the record, the subcommittee was prevented from 

ceiving testimony and examining pertinent material concerning the 
matter under inquiry by said committee in accordance with the terms 
of the subpena which was served upon this witness. 

The Senate Committee on Government Operations met on February 
7, 1957, and, after reviewing the facts in this matter set forth in this 
report, it resolved to present to the United States Senate for its imme- 
ciate Pea a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said Nugent LaPoma, 
ilse eae as George Cavano, in the manner and in the form pre- 
coeabad by law. 
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Exureit No. 1 


VIOLATIONS OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 


Unirep Srates SENATE, 
SenaTE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS OF 
THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Wednesday, January 16, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcom- 
mittee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Sen- 
ator Henry M. Jackson, Democrat, Washington ; Senator Stuart 
Symington, Democrat, Missouri; Senator Sam J. Er vin, Jr., Demo- 
erat, North Carolina; Senator Joseph R. McCarthy, Republican, 
Wisconsin; Senator Karl E. Mundt, Republican, South Dakota; 
Senator Chapman Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee: James N. Juliana, chief counsel to the minority ; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The Cuamman. The subcommittee will be in order. 

(Present at the convening of the executive session were Senators 
McClellan, Jackson, McCarthy, and Mundt.) 

The CHatrman. The Chair will make this preliminary statement 
for the record. 

As members of the subcommittee know, and as is public knowledge, 
during the past 2 years, the Senate Permanent Subcommittee on In- 
vestigations has been studying and inquiring into the procedures 
and practices in the procurement of textiles and uniforms by the 
military services. In the course of its investigation, facts were de- 
veloped showing collusion between certain dishonest management 
and union officials that had the effect of increasing the cost “to the 
Government of goods and commodities it purchased and the supply- 
ing of inferior quality. 

In the passage of the Taft-Hartley law in 1947, the Congress un- 
dertook to protect union members, the general public, and the Gov- 
ernment against certain types of racketeering, including the mis- 
use or misappropriation of union funds by dishonest union officials. 
The law prov ides that there shall be a registration of labor organiza- 
tions and a full and accurate report by “such organizations of their 
revenues and expenditures and of all compensation and allowances 
over and above $5,000 paid to and received by labor union officials 
and union employees rom dues collected from members or from 
other union funds. 
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Today, the subcommittee will hear officials from the Department of 
Labor, the National Labor Relations Board, and the Treasury De- 
partment. We shall make inquiry of them as to the adequacy of 
existing statutes and their present rules and regulations to enable 
them to administer the law efficiently. Also, we shall inquire whether 
there should be any modifications or changes in existing law to assist 
them in determining the adequacy, accuracy, and truthfulness of 
financial reports and other information required to be supplied by 
labor unions and labor union officials. 

We want to determine whether agencies of Government are able 
to and have the authority to ascertain whether such information con- 
tained in such labor union registrations, financial reports, and the 
reports of the labor union officials are accurate, true or false. 

The subcommittee is aware of recent court decisions which may 
sharply limit and restrict the right of Government agencies such as 
the , ar Department, the Bureau of Internal Revenue, the De- 
partment of Labor, and the National Labor Relations Board to in- 
vestigate and determine the accuracy, truthfulness or falseness of 
various reports the unions and their officials are obligated to file. We 
intend to ascertain whether, in view of these court decisions, the re- 
sponsibilities of the Government in this area under existing law are 
being administered efficiently and economically. We also want to 
know whether legislation in this area is necessary to improve the 
efficient and economic administration of existing law or if modifica- 
tion or change is required to promote greater efficiency and economy. 

Conferences with representatives of the Bureau of Internal Revenue 
indicate the need for strengthening legislation to enable the Bureau 
to investigate labor organizations which, under the law, are tax exempt. 
The Bureau of Internal Revenue should have the authority to deter- 
mine whether any of the labor unions’ funds and particularly, dues 
collected from union members, are used by union officials for personal 
gain and profit. We also want to know whether and why such tax 
exempt labor union organizations can refuse to allow either the legis- 
lative or the executive branch of the Government to examine their 
books and records. The Government should be permitted to estab- 
lish whether such organizations come within the purview of the law 
granting it a tax exempt status. 

This subcommittee proposes to determine whether, after such re- 
fusal, the continuance of a tax exempt status is warranted or if such 
tax exempt status should be forfeited “ such refusal. 

In the course of our previous investigations and this present pre- 
liminary inquiry, we have acquired information that clearly indicates 
that there is labor racketeering in the area of Government procure- 
ment resulting in increased cost to the taxpayers for commodities pro- 
duced; that false reports have been filed by certain labor organiza- 
tions with respect to their expenditures; that compensation and 
allowances pall by certain unions to their officials have not been 


accurately and truthfully reported; that there has been manipulation 
of accounts involving dues collected from their members, as well as 
welfare funds; also other irregularities and improprieties have come 
to the attention of the subcommittee. 

It is, therefore, our purpose to develop facts and information that 
will enable the Federal Government to improve its efficiency and 
strengthen itseconomy. In this effort we have every reason to expect 
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the wholehearted cooperation and support of the leaders and members 
of labor organizations whose actions and practices conform to the 
law, who observe the proprieties of proper labor-management rela- 
tions, and who are interested and desire to cooperate in improving the 
efficiency and economy of Government operations. 

I may further state for the record, that since it became known and 
publicized that this committee was making a preliminary investiga- 
tion into this area of Government operations, the public has indicated 
a very keen interest in such an inquiry, as evidenced by letters that 
the committee is receiving from union members and members of labor 
organizations who are reporting about conditions that prevail and 
urging that attention be given to it. 

Also, I think, it is fair to say that a good many Members of Con- 
gress have expressed views that there is a job here that should be done 
oy the legislative branch of the Government in furthering an investi- 
gation or pursuing an investigation to develop the facts, so that Con- 
gress may take a look at it with a view to any legislation or any change 
in administrative procedures that might enhance Government. effi- 
ciency and economy. 

* a * * * * * 


The Cuarrman. Thank you very much. 

The committee will stand in recess until 2: 15. 

(Thereupon, at 12:40 p.m. Wednesday, January 16, 1957, the hear- 
ing was recessed, to reconvene at 2:15 p. m., the same day.) 


AFTERNOON SESSION 


(Present at the start of the afternoon session : The Chairman, Sena- 
tors Jackson, McCarthy, and Revercomb. ) 

The CuatrMan. The subcommittee will be in order. 

Members of the committee, we held executive session hearings this 
morning, at which time we heard a number of witnesses from the 
executive branch of the Government, representatives of the National 
Labor Relations Board, and of the Treasury Department. 

Their testimony was pertinent to this investigation. I heard it in 
executive session primarily because the Chair had announced this 
would be an executive session, because, as you know, too, the public 
hearings must be by a majority vote of the committee. I had no op- 
portunity to do that. But there is nothing in their testimony, so far 
as I can observe, that needs to be kept secret in any sense. Therefore, 
unless there is objection on the part of the committee, the Chair will 
make that record public as soon as it is transcribed. 

I will have, I may say to the members, the staff check with the 
departments interested, who testified, and ascertain from them if 
there is anything in there they think would be adverse if made public. 
I do not think there is. 

So if they have no objection, the Chair will proceed, without ob- 
jection, to make the testimony public as soon as it is transcribed. 

Senator McCartny. Mr. Chairman, in view of the fact that we 
have a quorum here, would it not be a good idea to entertain a motion 
to have open hearings tomorrow morning, as you planned on having 
them ? 
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The Cuarrman. If we find we need to. If you wish to, you may 
make the motion, that the Chair may call open hearings in this matter 
at a time he desires. 

Senator McCarruy. I then move that the Chair be given authority 
to hold open hearings at such time and at such place as he desires. 

The CHarrMan. On the subject matter of the inquiry as stated by 
the Chair this morning in the opening of the executive hearings? 

Senator McCarruy. Yes. I want to include that in my motion. 

The Cuatrman. Is there objection to the motion ? 

The Chair hears none. 

The motion is adopted. 

The Carman. Will the next witness be sworn, please? 

You do solemnly swear that the evidence you shall give before this 
Senate Investigating Subcommittee shall be the tr uth, the whole 


truth, and nothing but the truth, so help you God ? 
Mr. LaPoma. I do. 


TESTIMONY OF NUGENT LAPOMA, SEATTLE, WASH. ; ACCOMPANIED 
BY COUNSEL, SAMUEL B. BASSETT, SEATTLE, WASH. 


The CuatrmMan. Will you please state your name, your place of resi- 
dence, and your business or occupation, for the record, and particu- 
larly with respect to your connection or position with any labor organ- 
izations ? 

Mr. LaPoma. My name is Nugent LaPoma. My home address is 
7414 East Mercer Way, Mercer Isl: ind, Wash. My place of business 
is 552 Denny Way, Seattle, Wash. I am the secretary-treasurer of 
local 174, with the International Brotherhood of Teamsters. 

The Cuamrman. Have you given us your real name? 

Mr. LaPoma. Yes, sir. 

The Cuatrman. Are you also known and do you at times go by the 
name of George Cavano? 

Mr. LaPoma. I do. 

The Cyarrman. Mr. LaPoma, under the rules of the committee, a 
witness appearing and testifying before the committee has the right, 
if he so desires to exercise it, to ‘select counsel of his own choosing to 
be present with him when he testifies and advise him as to his leg: al 
rights. 

You have, I assume, elected to have your counsel present? 

Mr. LaPoma. Mr. Bassett is here. 

The CyHatrMan. Let the record show that Mr. Bassett, who has 
already identified himself for the record, is present in the capacity of 
counsel for the witness. 

Senator McCarruy. Can I ask a question there? 

The CHarrmMan. Yes. 

Senator McCarruy. What is your name? 

Mr. LaPoma. Nugent LaPoma. 

Senator McCarruy. Mr. LaPoma, you anticipate that Mr. Bassett 
will be paid out of union funds, of course, for his appearing here? 

Mr. LaPoma. I haven't taken that up with our executive board at 
the present time. I couldn’t answer that. 

Senator McCartruy. Thank you. 
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The Cramman. Mr. LaPoma, do you acknowledge this subpena as 
the subpena served upon you? 

Mr. LaPoma. I do. 

The CuatrmMan. Do you wish to keep it? 

Mr. Basserr. Yes; we would like to. 

The Cuamrman. Then the exact copy of it will be placed in the 
record at this point. 

(The document referred to follows :) 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To: Nugent LAPotMaA, also known as George Cavano, Seattle, Wash., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Permanent Subcommittee on Investigations of the Committee on 
Government Operations of the Senate of the United States, on January 15, 1957, 
at 9:30 o’clock A. M., at their committee room, 101 Senate Office Building, Wash- 
ington, D. C., then and there to testify what you may know relative to the subject 
matters under consideration by said committee, and produce the books and 
records of Local 174, International Brotherhood of Teamsters, Chauffeurs, and 
Warehousemen, for the period from January 1, 1951, to December 31, 1955, 
including cash receipts and disbursements, canceled checks, general ledgers, bills 
and invoices, bank statements, correspondence files, check stubs, memoranda and 
minutes of meetings. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To me 7 : : Eik otssdhiawntounatiteldidiaaie Cdl kih aki tualbie bdaiaatdleltaanan 
to serve and retur n. 

Given under my hand, by order of the committee, this 26 day of November, in 
the year of our Lord one thousand nine hundred and fifty-six. 

JoHN L. McCLeLian, 
Chairman, Subcommittee on Investigations 
of the Committee on Government Operations. 


[Endorsement] 
DECEMBER 15, 1956. 

I made service of the within subpena by personal service on the within-named 
Nugent LaPoma, at 551 John Street, Seattle, Wash., at 9:30 o’clock A. M., on the 
15th day of December 1956. 

R. F. K. ann C. B. 

The Cuatrman. Mr. LaPoma, under this subpena, you were directed 
to appear here yesterday, and the hearings were continued over until 
today. You were directed in the subpena to produce e the books and 
records of Local 174, International Brotherhood of Teamsters, Chauf- 
feurs, Warehousemen, for the period from January 1, 1951, to Decem- 
ber 31, 1955, including cash receipts and disbursements, canceled 
checks, general ledgers, bills, invoices, bank statements, correspond- 
ence files, check stubs, memorandums, and minutes of meetings. Do 
you acknowledge that the subpena called for that information and 
those items? 

Mr. LaP oma. I acknowledge the subpena, but IT have—— 

The Cratrman. May I ask you if you were supplied this morning 
with a mimeogr: iphed copy of the statement the Chair made at the 
opening of this series of hearings, in which the Chair pointed out the 
purposes of these hearings and the subject matters that were under 
the committee’s investigation ? 

Mr. LaPoma. Tread such a copy. 
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The Cuarrman. You read such a copy and, therefore, you under- 
stand what the committee’s interest is, and the purposes of the in- 
vestigation ? 

Mr. LaPoma. Yes. 

The Cuarrman. You say you received the subpena, and you are 
present in response thereto. Have you brought the books, records, 
documents, and other material called for in the subpena, to present to 
the committee ? 

Mr. LaPoma. I haveastatement, Mr. 

The CuatrmMan. I understand you have a statement. Have you 
brought them ? 

Mr. LaPoma. No; I have not. 

The CuatrmMan. You do not have them here? 

Mr. LaPoma. No; but I have a statement—— 

The Cuarrman. To that extent, then, you have not complied with 
thesubpena? That is correct? 

Mr. LaPoma. That is true. 

The Cuatmrman. May I ask, Mr. Counsel, if Mr. LaPoma’s state- 
ment was presented under the rules of the committee ? 

Mr. Kennepy. It was. 

The CratmrmMan. Then I have no objection to your reading your 
statement into the record at this point. 

Mr. Bassetr. Mr. Chairman, could I see the subpena again ? 

The Carman. Yes. 

Mr. LaPoma. My true name is Nugent LaPoma and for many years 
T have been known as George Cavano. My address is 552 Denny Way, 
Seattle, Wash. I am secretary-treasurer of Teamster Union, Local 
174, which is a voluntary unincorporated association, organized as a 
labor union, chartered by the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen, and Helpers of America (affiliated with 
the AFL-CIO). 

The above-mentioned subpena commanded me to produce before 
you on January 15, 1957, at 9:30 a. m.— 





the books and records of local 174, International Brotherhood of Teamsters, 
Chauffeurs, and Warehousemen, for the period from January 1, 1951, to De- 
eember 31, 1955, including cash receipts and disbursements, canceled checks, 
general ledgers, bills and invoices, bank statements, correspondence files, memo- 
randa and minutes of meetings. 

I desire to state to you my reasons for not producing any financial 
records or other papers or documents in response to this subpena. 
My reasons are: First, I am advised by counsel that in attempting 
to investigate Teamsters Union, Local 174, and to examine the financial 
records, correspondenec, minutes of meetings, and other documents 
described in said subpena, the subcommittee is proceeding in excess 
of its lawful authority; second, I am further advised by counsel that 
the language of said subpena is so broad, sweeping, and Jacking in 
particularity as to constitute an unreasonable search and seizure under 
the fourth amendment to the Constitution of the United States. 

The Cxatrman. May I ask you with reference to this part of your 
statement in which you say that the language of said subpena is so 
broad, sweeping, and lacking in particularity, as to constitute an 
unreasonable search and seizure, whether you understand and know 
exactly what documents the committee sought to have you produec? 


Mr. LaPoma. Yes. 
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The CuarrmMan. Then you do know, of course, what general ledgers, 

bills and invoices, bank statements, correspondence ‘files, and cash 
receipts are. You know what those things are, and there is no 
misunderstanding on your part about the particularity of the docu- 
ments and subcommitte subpenaed ? 

(The witness conferred with his counsel.) 

Mr. LaPoma. Yes. 

The CuatrmMan. There is no misunderstanding? Yes, there is no 
misunderstanding ¢ 

Mr. LaPoma. That is correct. 

The Cratrman. All right. 

Is the Chair to understand that you are refusing to testify and 
will not produce these records? 

Mr. LaPoma. Yes. 

The CHarrman. Mr. LaPoma, if you persist in that position, then 
the committee will have to weigh actions that are appropriate and 
which it will become its duty to take. If you do not have the records 
with you, I assume they are still in the State of Washington ? 

Are they? 

Mr. LaPoma. Yes, sir. 

The Cuarrman. If you do not have them with you, I realize you 
could not produce the records by 10 o’clock in the morning, but in 
deference to your opportunity to ‘weigh what you are doing, and con- 
sider it, and receive further advice from your counsel, I am going 
to take the same action with respect to you that I did with the preced- 
ing witness, whom I am sure you know, Mr. Brewster 

Mr. LaPoma. Yes, I do. 

The Cuatrman. And I am going to give you until 10 o’clock in the 
morning. You will be directed to appear here at 10 o’clock in the 
morning, and at that time the committee will proceed to interrogate 
you and will ascertain def finitely and finally whether you are going 
to comply with the subpena. ‘Even if you refuse to proceed, the 
committee will interrogate you about matters that it has information 
about. You will be expected to answer. 

The Chair instructs you to come prepared tomorrow to give us 
assurance that these records will be produced. You will be excused 
until 10 o’clock in the morning. 

Senator Syminoton. Mr. Chairman, could I ask a question? 

The CHarrman. Yes. And in the morning, the hearings will be 
public. 

Senator Symtncoron. The witness said : 





I am advised by counsel that in attempting to investigate the Teamsters 

Union, Local 174, and to examine the financial records, correspondence, minutes 
of meetings and other documents described in said subpena, the subcommittee 
is proceeding in excess of its lawful authority— 
and— 
I am further advised by counsel that the language of said subpena is so broad, 
sweeping, and lacking in particularity as to constitute an unreasonable search 
and seizure under the fourth amendment to the Constitution of the United 
States. 

I would like to ask why counsel believes the committee is in excess 
of its legal authority. I would like to know about that for my own 
information. 
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Mr. Basserr. I would be very happy to answer, Senator Symington. 

Senator Symineton. Thank you. 

Mr. Basserr. There have been several decisions of the Federal courts 
which have construed the authority that this same subcommittee has, 
and have uniformly held that this subcommittee, under the author ity 
granted by the statute, limits investigations to governmental activi- 
ties and operations and not private activities. We deem this to be a 
private activity. 

You may be familiar with this. One of the cases is the Kamen 
ease, Which arose in Massachusetts. That was an investigation of 
communism at Harvard University. 

Senator McCarruy. Maybe you will stand corrected. It was an in- 
vestigation of communism in the radar laboratories. It was an inves- 
tigation of Communists handling secret and classified material. Har- 
vard came into it incidentally. 

Mr. Basserr. Yes. Harvard University was doing some research 
work in cons 1ection with Government defense plants. A witness was 

called and he stated that he had been a member of a Communist elub 
on the ¢ ampus of Harvard University. He was then asked to identify 
others who were er s of that ¢ hib or other Communist organiza- 
tions that, he knew of while he was at Harvard, and he refused to 
answer. ‘The question for decision was the authority of the committee 
to require Sian to answer. He refused to answer that question. The 
court held that this committee, in putting that question, was attempt- 
ing to investigate private activities , despite the fact that Harvard 
University was oe rforming research work for the Government, which 
the Government was financin 

There are cther cases like ‘that, but I do not want to infringe on 
your time. 

Senator Symincton. In other words, as I understand it, Mr, Coun- 
sel, it is not a question in your mind of the right of the Congress to go 
into this, but you think it is before the wrong committee; is that 
correct / 

Mr. Basserr. That is correct. 

Senator Symineton. Have you decided in your mind which is the 
right committee / 

Mr. Basserr. No; I haven’t. I have been occupied with examining 
the authority that this committee has. 

Senator Syminetron. Would you have any idea as to which would 
be the right committee ? 

Mr. Basserr. I have heard it mentioned that the Labor Committee 
would have jurisdiction. 

Senator Symineron. Why would you think the Labor Committee 
would have jurisdiction over this matter / 

Mr. Basserr. Because the name of that committee indicates to me 
that this would fall within the authority of that committee. I don’t 
know that that committee has been authorized, but I believe it would 
have that authority, offhand. 

There is another case, and that went to the Supreme Court of the 
United States, the case of the United States against Rumely. The 
committee there was authorized to investigate lobbying. The com- 
mittee proceeded to ask questions concerning the activities of this 
organization with reference to the general public. They had prepared 
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pamphlets and books and had sold them to customers. They were 
asked to identify the customers that purchased those books in bulk, in 
large volume. The chairman of that association refused to answer, 
and he was prosecuted. 

The Supre me Court held that lobbying did not encompass activities 
with reference to the general public. It meant influence on Members 
of the Congress. 

Those are clear authorities. It seems to us this committee does not 
have the authority. 

Senator Jackson. Mr. Bassett, have you had an oppor tunity to read 
the stateme nt the chairman of the committee made this morning at 
the outset of the hearings ? 

Mr. Basserr. Yes, sir: I read that. 

Senator JACKSON. Did you note that he made reference to the provi- 
sions in the Taft-Hartley Act requiring the filing of financial state- 
ments, and that the committee was proceeding to look into the 
question of whether or not there was a need for legislation ? 

Mr. Basserr. I noticed that; yes, sir. 

Senator Jackson. Do you feel the committee has jurisdiction in that 
area‘ 

Mr. Basserr. No; I do not think this committee has that authority, 
Senator Jackson. 

Senator Jackson. On what theory? 

Mr. Basserr. Well, under the—— 

Senator Jackson. Under the grant of the committee—— 

The Crarmman,. It is to study Government at all levels with a view 
to determining its efliciency and economy. 

Mr. Bassrrr. Government activities. 

Senator Jackson. So we are studying the Department of Labor, for 
example, and the NLRB. The two are involved in connection with 
the filing of financial statements. Th: at is, the statements are filed, as 
[ understand it, with the Secretary of Labor, and the Secretary of 
Labor, in turn, must certify them to the NLRB. Any such union that 
is desirous of availing itself of the provisions of the Taft-Hartley Act 
must have a letter of compliance. 

Mr. Basserr. That is correct. 

The Cuamman. Has your union such a letter of compliance ? 

Mr. Bassrerr. Yes, sir 

The Carman. Lam asking the witness. The attorney is not sworn. 

(The witness conferred with his counsel. ) 

Mr. LaPona. For the reasons stated, I refuse to answer. 

The Cuairman. You refuse to answer ? 

Mr. LaPoma. For the reasons stated in there. 

The Cratrman. I do not have to get it from you. I can get it from 
the Department down here. If you want to take that position, it is 
all right. 

Mr. Basserr. Mr. Chairman, if you would permit me 

The Cuamrman. No; Iam asking the witness, 

Mr. Basserr. I am not going to answer the question, but I was 
going to give you the reason why. 

Senator Symrveron. Mr. Chairman, I would like to ask a question 
of either the witness or his counsel about this. In this country a man 
is innocent until he is proven guilty, as I understand it. But, does the 
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counsel, based on the statement that is given the committee, realize 
the impression that is created when the defense is one of lack of 
committee jurisdiction as against analysis of the facts? 

It seems to me that that is automatically generating the type of 
publicity that people normally do not like to have in cases of this 
character. I only say that in the interest of the question involved. 

The Cuamman. That is a matter that is up to the witness and his 
counsel. I cannot take responsibility for that. I take the position 
that this committee, and the broad authority that it has to study 
government at all levels, includes the Dep irtment of Labor, the 
National Labor Relations Board, the Tre: asury Department, the 
Bureau of Internal Revenue, and all of those agencies, certainly, that 
are invelved in this investigation, and that the law requires certain 
acts to be performed by Government upon application and compliance 

with the law by those who make the application. 

I think this committee, beyond any question of doubt, has a right 
to inquire into it and see if Government is operating effic ‘iently, if law 
or administrative action is needed to correct inequities or injustices, 
or to prevent fraudulent or imposition on the Government, which 
would certainly diminish its efficiency if such fraud is committed on 
the Government in order to obtain certification or letters of compliance. 

If this committee does not have that authority, then I do not know 
what is meant by studying government at all levels to determine its 
efficiency and economy. 

Senator McCarruy. May I ask a question, Mr. Chairman? 

The Cuamman. Yes. 

Senator McCarrny. Mr. LaPoma, do I undestand that if the Labor 
Committee served a subpena along the lines that this committee served 
a subpena upon you, that you will then produce the records demanded 
in that subpena ? 

Mr. LaPoma. I refuse to answer on the ground of the statement 
I have just read. 

Senator McCartuy. You say we do not have jurisdiction and that 
is why you are not willing to supply those records. I am just curious 
to know if you have some other tribunal before whom you would 
supply those records. 

Mr. LaPoma. I refuse to answer on the ground of the statement I 
have presented to the committee. 

Senator McCartny. Mr. Chairman, I think he should be ordered 
to answer that question. 

The CuarrMan. I intended to go into it fully tomorow. We have his 
position today, and the Chair wishes to give him an opportunity to 
further confer with his counsel and come back tomorrow. At that 
time, if his attitude is the same as it is now, the committee will proceed 
according to its judgment with its duty. 

Senator McCarruy. Before we leave, I wish to make a statement, 
in view of the fact that Mr. Bassett quoted the Kamen case. I hope 
I can speak for the committee. 

I was the man who was present during the Kamen trial. I do not 
believe, if this committee scrutinizes that case, they will be held bound 
by a two-bit lower court judge who exhibited his prejudice all through 
the case. For example, when the audience out in the corridor, about 





PROCEEDINGS AGAINST NUGENT LAPOMA 13 


one and a half corridors away from the courtroom, applauded 
as I walked through to get to the courtroom, the court dismissed the 
jury on the ground they would be prejudiced by the applause, even 
though they had no idea who was being applauded. Therefore, he 
dismissed the jury and tried the case himself, and entered a childish, 
illogical opinion which could not stand up on appeal to any real court 
of law. 

I just want to let you know, Mr. Bassett, that as far as I am con- 
cerned, and I hope the committee feels the same, we are not impressed 
by your citing this two-bit—and that is placing the price rather high— 
this two-bit judge, Bailey Aldrich, from Boston. 

The Coamman,. Allright, sir, you may be dismissed until tomorrow 
at 10 o’clock. When you return at that time, the Chair instructs you 
to be prepared to advise the committee and to conform to directions 
in the subpena. 

Mr. Basserr. I noticed you did not have a copy of this subpena, Mr. 
Chairman. I have the original now. 

The CHarirMAN. We have a copy in the file. 

Thank you very much. We have a copy in the file. 

While we are waiting for the witness, gentlemen, do you see any 
reason why we cannot make this record public that we have been 
making today ? 

Senator McCartrny. I would move that the Chair have the right to 
make the record public. 

The CHarrMan, Is there any objection to that? 

I just wanted to get our bearings in this way. 

Of course, we will review it first, before making it public. 


* * * * * * a 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 

Unirep States SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, ty Saturday, January 19, 19857. 

The subcommittee met at 10:20 a. m., pursuant-to Senate Resolu- 
tion 188, agreed to February 16, 1956, in room 357 of the Senate 
Office Building, Senator John L. McClellan (chairman of the sub- 
committee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina: Senator Joseph R. McCarthy, Republican, Wisconsin; 
Senator Karl E. Mundt, Republican, South Dakota; Senator Chap- 
man Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcom- 
mittee; James N. Juliana, chief counsel to the minority; Jerome S. 
Adlerman, assistant counsel; Ruth Y. Watt, chief clerk. 

The CHarrMan. The subcommittee will be in order. 

(Present at the convening of the hearing were Senators McClellan, 
Jackson, Symington, McCarthy, Mundt, and Revercomb.) 
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The Cuamman. The Chair wishes to announce as we resume public 
hearings that in the interim since yesterday at noon when we recessed, 
the committee has heard a number of witnesses in executive session, 
witnesses who gave testimony of importance quite pertinent to the 
subject matter under inquiry and testimony that indicates conditions 
prevail that are of interest to the Congress in its investigation of 
Government operations with respect to its efficiency and economy. 

Some of those witnesses may have testified reluctantly under some 
apprehension as to what might happen to them if their testimony 
should be revealed. The Chair took occasion during that executive 
session to instruct those witnesses that they remained under the cog- 
nizance of the committee, under their present subpena, and they are 
likely to be called to testify in public. 

The Chair instructed them that if anyone attempted directly or 
indirectly to intimidate them or coerce them or threaten them in any 
way, they should report that to the committee at once and the com- 
mittee would take appropriate action thereon. 

I think that is a proper attitude for this committee to take toward 
those witnesses whom it subpenas and who give pertinent and vital 
testimony to the subject of this inquiry and under compulsion of a 
subpena. That is the rule of the committee, and we will try to 
observe it if the witness will cooperate with us if any such attempt at 
intimidation or coercion or any threats are made against them. 

The first thing the Chair wishes to do is to insert in the eae at 
this point a letter received this morning from a Kenneth C. Me- 
Guiness, General Counsel of the National Labor Relations Board, In 
response to a letter written by the committee and to the Secretary of 
Labor on January 8, 1957, requesting certain information regarding 
a number of labor organizations including the International Brother- 
hood of Teamsters, Chauffeurs, W arehousemen and Helpers, Joint 
Council 42, Los Angeles, Calif., and also the Western Conference of 
Teamsters, Seattle, Wash. 

The letter will be printed in the record at this point and the docu- 
ments submitted along with the record, photostatic copies of official 
documents now on file with the National Labor Relations Board and 
the Department of Labor—all the documents submitted with the 
letter will be made exhibit No. 22 for reference. 

(The documents referred to were marked “Exhibit No. 22” for 
reference and will be found in the appendix. ) 

The Cuatrman. The letter, among other things, states: 

Your letter of January 8, 1957, addressed to Boyd Leedom, Chairman, National 
Labor Relations Board, requested certain documents and information pertaining 
to compliance status of named union organizations. Of those organizations 
named, we find that the following have no compliance documents on file with us. 

That includes the two unions and the two organizations I have men- 
tioned and others that are listed in the letter. 

(The letter referred to follows :) 


Hon. Joun L. MoCLe.ian, 
Chairman, Senate Permanent Subcommittee on Investigations, 
United States Senate, Washington, D.C. 

DEAR SENATOR MCCLELLAN: Your letter of January 8, 1957, addressed to Boyd 
Leedom, Chairman, National Labor Relations Board, requested certain docu- 
ments and information pertaining to the compliance status of named union 
organizations. 
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Of those organizations named, we find that the following have no compliance 
documents on file with us: 


International Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers, 
Joint Council No. 42, Los Angeles, C Calif. 

Western Conference of Teamsters, Seattle, Wash. 

Joint Teamsters Building Association, Portland, Oreg. 

Joint Teamsters Building Association, Seattle, Wash. 

Joint Council No. 28, Promotional League, Seattle, Wash. 

National Trade Division of Laundry, Linen, and Dry Cleaning Drivers, Seattle, 
Wash. 

Joint Council No. 28, Legal Fund, Seattle, Wash. 

Joint Council No. Os, Legislative Funds, Seattle, Wash. 

Joint Council No. 28, Donation Funds, Seattle, Wash. 

Jvint Council No. 43, Public Relations Division, Los Angeles, Calif. 

Western Line Drivers Association, Los Angeles, Calif. 


For the following organizations we attach hereto the documents requested, 
viz, NLRB forms 1080 and 1085, which were current as of December 31, 1955: 


International Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers, 
Washington, D. ¢ 

Teamsters Joint Council No. 28, Seattle, Wash. 

Teamsters Joint Council No. 37, Portland, Oreg. 

Local 174, Teamsters, Seattle, Wash. 

Local 472, Inside Brewery Workers, Warehousemen and Helpers, Seattle, Wash. 

International Union, Allied Industrial Workers of America, AFL-CIO, formerly 
United Automobile Workers, AFL. 

Local 223, Teamsters, Portland, Oreg. 

Local 321, Teamsters, Pend, Oreg. 

(You requested Local 324, General Teamsters, Salem, Albany, Corvallis, 
Lebanon, Newport, McMinnville and vicinity, Oreg. ‘e have wired request- 
ing the material on jocal 324 and will deliver it to you as soon as it is 
received. ) 


Local 618, Automotive, Petroleum and Allied Industries Employees Union, 
Teamsters. 


(You ask for National Automotive, Petroleum and Allied Trades Division, 
St. Louis, Mo. You gave no local number. We assume that we are correct 
in sending the attached, having found no other organization with a similar 
name.) 


Local 961, Line Drivers, Teamsters, Denver, Colo. 
Central Conference, St. Louis, Mo. 


As to Local 227, Allied Industrial Workers of America, we attach a copy of a 
complete memorandum from our New York ofiice. No photostats were supplied, 
but the information which would have been on such photostats if attached will 
be found in the memorandum in parentheses, 

Southern Conference of Teamsters filed originally with us on March 30, 1956, 
and therefore there are no documents which were in effect as of December 31, 
1955. 

This, I believe, covers the organizations listed by you concerning the photostats 
requested. We are presently compiling information on those organizations 
which have filed with us covering their officers from January 1949 to December 
1956, and will supply you with this information within a week. 

Sincerely yours, 
KENNETH C. McGUINESs, 
General Counsel. 
* * * * * * * 


The CrAmrman. You are excused for the moment. 

Mr. Brewster will remain subject to call, until we go through the 
other witnesses. 

Mr. Nugent LaPoma. 

You do sole mnly swear that the evidence you shall give before this 
Senate Investigating Subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. LaPoma. I do. 
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TESTIMONY OF NUGENT LaPOMA, SEATTLE, WASH.; ACCOMPANIED 
BY COUNSEL, SAMUEL B. BASSETT, SEATTLE, WASH. 


The Crarrman. Mr. Counsel, this witness has appeared before. His 
identity is in the record and also his counsel’s identity is in the record, 

You may proceed. 

Mr. Kennepy. He has a statement, I believe. 

Mr. LaPoma. Yes, Mr. Chairman, I have a statement that I read 
before your committee before. Do you want me to read it? 

The Cuamman. You read it before? 

Mr. LaPoma. Yes, before your committee. 

Mr. Kennepy. In executive session. Do you just want to put it into 
the record ? 

The Cuatrman. It is already in the record. Those hearings have 
been made public. The statement is in the record. ' 

Mr. Kennepy. They have not been made public yet. 

The CuatrmMan. Well, then, they have been ordered to be made 
public. 

Mr. Basserr. The statement identifies the witness. 

The Cuamman. The statement will be printed in the record, then, 
at this point. 

* * * i * x * 

Mr. Kennepy. Could he just read what he is? 

The Cuarrman. All right. Read that part of the statement that 
identifies you. 

Mr. LaPoma. On Saturday, December 15, 1956, there was served 
upon me a subpena addressed to Nugent LaPoma also known as 
George Cavano, Seattle, Wash. My true name is Nugent are but 
at many years I have been known as George Cavano. My address is 

2 Denny Way, Seattle, Wash. I am the secretary-treasurer of the 
Renate rs ign al 174, which is a voluntary, unincorporated association. 
organized as a labor union, chartered by the International Brother- 
hood of Teamsters, Chauffeurs, Warehousemen and He ipers of Ameri- 
Ca, a ated with the AFL and CIO. 

The smMAN. That is sufficient to identify you, I believe. 

This SI in ena you recel ived directs d you to produce the books and 
records of I f cal 174, International Brotherhood of Teamsters, Chauf- 
feurs and Warehousemen for the period January 1, 1951, to December 
31, 1955, including cash receipts and disbursements, canceled checks, 
ge neral ledge rs, bills and invoices, bank stacel nent 5 correspondence 
files, check stubs, memoranda, and minutes of meetings. Is that 
correct ? 

Mr. LaPoma. Yes, sir. 

The Cuatrman. Have you those records present 4 

Mr. LaPoma. With regards to the latter, the statement I have read, 
I decline to answer. 

The Cuamman. You decline to answer whether you have them 
present or not? 

Mr. LaPoma. Yes, sir. 

The Cuamman. You are ordered and directed to answer the ques- 
tion whether you have brought those records and produced them or 
made them available to this committee or its staff since you received 
the subpena. 

(The witness conferred with his counsel.) 
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Mr. LaPoma. Mr. Chairman, the reason I haven’t brought those 
records is for the simple reason stated in my statement. 

The Cuarrman. You have not brought the records? 

Mr. LaPoma. No. 

The CHarrman. You read this statement.to the committee in execu- 
tive session, and now it is being printed here, just to expedite it. You 
stated your reasons in there. 

Do you have any other reasons to give other than what are in your 
statement ¢ 

Mr. LaPoma, I decline to answer. 

The CHamrMAN. You decline to answer, sir { 

Mr. LaPoma. No. 

The Cuatrman. Do you have any other reasons? 

Mr. LaPoma. No. 

The CuamMan. Your answer is “No.” Those are the only reasons. 

Are there any further questions? 

Let me ask one further question. Do you have any intention now 
of producing these records under this subpena ¢ 

Mr. LaPoma. With regards to the statement, I decline to answer 
that. 

The CuairMan. You are ordered and directed to answer it. 

Mr. LaPoma. In regards to the statement, I decline to answer that. 

(At this point, Senator Symington withdrew from the hearing 
room. ) 

The CHatrMANn, You have been in the room here all morning, have 
you not ? 

Mr. LaPoma. Yes. 

The CHarrMaNn. Since the open session of the committee convened ? 

Mr. LaPoma. Yes, sir. 

he Cuarrman. You heard the statements I made to the witness 
Frank Brewster with respect to the purposes of this inquiry and 
investigation ? 

Mr. LaPoma. I did. 

The Cuarrman. Then you know the purposes 

Senator McCarruy. You can answer it “yes.” 

Mr. LaPoma. Yes. 

The CHatrrman. Then you know the purpose of the investigation, 
and, notwithstanding that knowledge, your knowledge of it, and the 
statement the Chair has made here in open session as to those pur- 
poses, you sti ill refuse and decline to comply with the subpena with 

rapes t to the producing of the records it calls for? 

. LaAPoma. In regards to the statement that I have read, I decline 
to answer that. 

The CHatrMan. You are ordered and directed to answer the ques- 
tion. 

Mr. LaPoma. I decline for the same reason. 

The CHarrMan. I am going to ask you, were you present here in 
theroom? You are denying that you were here in the room and heard 
the reasons nee d by the Chair? 

Mr. LaPoma. I didn’t decline that. I said yes on that. 

The Ciaran. Any further question ? 
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Mr. Krennepy. I want to identify these three financial statements 
that were filed with the Labor Department and which have the signa- 
ture Nugent LaPoma on the bottom. 


TESTIMONY OF JEROME S. ADLERMAN, ASSISTANT COUNSEL, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS—Resumed 


The Cuatrman. Mr. Adlerman, you have been previously sworn, 
and you hold in your hand now certain photostatic documents. 
Please identify them for the record. 

Mr. AptermMan. I hold in my hand three financial statements, 
labor organization registration form, Public Law 101, 80th Congress, 
filed by the Teamsters, Chauffeurs, Warehousemen and Helpers Union, 
Local Union No. 174. The first one was received by the Department 
of Labor on February 17, 1954. It shows F. W. Brewster, president, 
Nugent LaPoma, secretary-treasurer, and it is signed by Nugent La- 
Poma on Februar y 15, 1954, and contains a financial statement. 

The second one is identical, except that the date—I wouldn’t say 
identical, it is similar—it is dated received March 31, 1955, in the 
Department of Labor. It shows as its officers, F. W. Brewster, presi- 
dent, and Nugent LaPoma, secretary- -treasurer. It is signed “Nugent 
LaPoma” on Febru: ary 14, 1956, and contains the financial statement 
for the fiscal year ending 1954. 

The third is similar, local 174, received by the Department of Labor 
on February 20, 1956. It shows F. W. Brewster, president, Nugent 
LaPoma, secretary-treasurer. It is signed “Nugent LaPoma,” March 
29, 1955, and contains the financial statement for the period January 
1, 1955, to January 1, 1956. 

The Cuarrman. The three documents identified by witness Adler- 
man may be made exhibit No. 27. 

(The documents referred to were marked “Exhibit No. 2 
reference and will be found in the appendix. ) 

The CHarrmMan. I now direct that those documents be placed in 
front of the witness LaPoma, or witness Cavano—whichever name 
he prefers 

Mr. LaPoma. Cavano. 

The Cuarrman. All right. 

Will you look at those documents and state whether or not you 
will identify them ? 

Mr. LaPoma. In regards to the statement, Mr. Chairman, that | 
have read, I decline to recognize these documents. 

The CuarrmMan. You are ordered and directed to examine them and 
state whether 7 identify them. 

Mr. LaPoma. I decline for the same reason; Mr. Chairman. 

The Cuamman. The Chair orders you to do so on the basis of the 
statements he has previously made as to the jurisdiction of this 
committee. 

Mr. LaPoma. I decline 
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The Cuamman. And for the reasons of the committee’s investiga- 
tion in this particular subject matter. , 

Mr. LaPoma. I decline for the same reason, Mr. Chairman. 

The Cuairman. I now direct that you examine your signature on 
those documents, or the signature appearing on the documents as the 
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author of them, and state whether or not that is your signature on 
each document. 

Mr. LaPoma. I decline to answer for the same reason. 

The CuarrmMan. You are ordered and directed to answer, and to 
comply with the directions and instructions of the Chair for the rea- 
sons that the Chair has previously stated. 

Mr. LaPoma. I decline for the same reason, Mr. Chairman. 

Mr. KENNEDY. I might say about local 174 that that is the local im 
Seattle that was formerly headed by Dave Beck prior to Nugent La- 
Poma and Frank Brewster. We have information leading us to be- 
lieve that certain funds of local 174 were used to pay the personal 
bills of certaim high union officials. For that reason, we subpenaed 
Nugent LaPoma to bring these books before the committee so that. 
we could examine him. 

The Cuairnman. And those bills that were paid, if they were, for 
high union officials out of union funds, are not reflected in these 
finincial reports; is that true, Mr. Adlerman ? 

Mr. AptermMan. I don’t believe that they are, sir, and I think it 
is impossible to tell from the financial statement that they filed 
whether or not they were. 

The Cuairman. In other words, they are not so identified in the 
statement; are they ? 

Mr. ApLermMAN. That is correct. 

The CuarrmMan. In other words, it is not reported in there that 
these expenditures were made, as such ? 

Mr. Apierman. It is not reported as such. It would be impossible 
to tell from this statement. 

Mr. Kennepy. We have reason to believe that the transactions were 

carried out in such a mannier as to attempt to hide them, and, there- 
fore, they would not be reflected in those reports and, further, those 
reports would, therefore, not be accurate. 

The Cuamman. Again, it is the subject matter of this inquiry, 
whether the Government is efficient or lacking in efficiency to procure 
the truth from these statements, and ascertain whether the Govern- 
ment is being defrauded, and also whether accurate and truthful in- 
formation is being disseminated, as the law requires, to the member- 
ship of these organizi itions as to what expenditures were made. In 
other words, to give them a true and correct financial statement of the 
organization’s operations and, also, to determine whether such labor 
organization, as misuses and misappropriates such funds, should 
be permitted to continue as a tax-exempt organization. 

Is there anything further ? 

Under the same cognizance that the Chair has issued to other wit- 
nesses, you will remain under the same subpena, subject to recall by 
the committee at such time as the committee may desire further testi- 
mony from you. Is that agreeable to your attorney ? 

Mr. Basserr. Does that mean that we remain here, Mr. Chairman, 
in the city of Washington ? 

The CHarrman. You will remain here for the moment, but when 
these hearings are dismissed today and you are excused it is within: 
that understanding. You may be rec alled in 10 minutes or in 10 d: ays 
1 10 weeks. Iam not sure. 

Mr. Basserr. All right. 
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Exuieit No. 22 


NATIONAL LABOR RELATIONS BOARD, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, D. C., January 16 1957. 
Hon. Joun L. McCLle.ian, 
Chairman, Senate Permanent Subcommittee on Investigations, 
United States Senate, Washington 25, D. C. 


Dear SENATOR MCCLELLAN: Your letter of January 8, 1957, addressed to Boyd 
Leedom, Chairman, National Labor Relations Buard, requested certain docu- 
ments and information pertaining to the compliance status of named union 
organizations. 

Of these organizations named we find that the following have no compliance 
documents on file with us: 


International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 

Helpers, Joint Council No. 42, Los Angeles, Calif. 

Western Conference of Teamsters, Seattle, Wash. 

Joint Teamsters Building Association, Portland, Oreg. 

Joint Teamsters Building Association, Seattle, Wash. 

Joint Council No. 28 Promotional League, Seattle, Wash. 

National Trade Division of Laundry, Linen and Dry Cleaning Drivers, Seattle, 

Wash. 

Joint Council No. 28 Legal Fund, Seattle, Wash. 

Joint Council No. 28 Legislative Fund, Seattle, Wash. 

Joint Council No. 28, Donation Fund, Seattle, Wash. 

Joint Council No. 43, Public Relations Division, Los Angeles, Calif. 
Western Line Drivers Association, Los Angeles, Calif. 

For the following organizations we attach hereto the documents requested, 
viz, NLRB Forms 1080 and 1085 which were current as of December 31, 1955: 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 

Helpers, Washington, D. C. 

Teamsters Joint Council No. 28, Seattle, Wash. 

Teamsters Joint Council No. 37, Portland, Oreg. 

Local 174, Teamsters, Seattle, Wash. 

Loeal 472, Inside Brewery Workers, Warehousemen and Helpers, Seattle, Wash. 

International Union, Allied Industrial Workers of America. AFL—CIO, formerly 
United Automobile Workers, AFL. 

Local 223, Teamsters, Portland, Oreg. 

Local 321, Teamsters, Bend, Oreg. 

(You requested Local 324, General Teamsters, Salem, Albany, Corvallis, 
Lebanon, Newport, McMinnville and Vicinity, Oregon. We have wired re- 
questing the material on Local 324 and will deliver it to you as soon as it 
is received. ) 

Local 618, Automotive, Petroleum and Allied Industries Employees Union, Team- 
sters. 

(You ask for National Automotive, Petroleum and Allied Trades Division, St. 
Louis, Mo. You gave no local number. We assume that we are correct in 
sending the attached, having found no other organization with a similar 
name.) 

Local 961, Line Drivers, Teamsters, Denver, Colo. 
Central States Conference, St. Louis, Mo. 


As to Local 227, Allied Industrial Workers of America, we attach a copy of 
a complete memorandum from our New York office. No photostats were supplied 
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put the information which would have been on such photostats if attached will 
pe found in the memorandum in parentheses. 

Southern Conference of Teamsters filed originally with us on March 30, 1956, 
and therefore there are no documents which were in effect as of December 31, 
1955. 

This, I believe, covers the organizations listed by you concerning the photostats 
requested. We are presently compiling information on those organizations which 
have filed with us covering their officers from January 1949 to December 1956, 
and will supply you with this information within a week. 

Sincerely yours. 
KENNETH C. McGuIngss, General Counsel. 
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UNITED STATES OF AMERICA 
NATIONAL LABOR RELATIONS BOARE 


CERTIFICATE OF UNION OFFICERS 


« instructions of reverse) 
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NATIONAL LABOR RELATIONS BOARD 


DISTRIBUTION OF FINANCIAL DATA CERTIFICATE | 
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UNITED STATES OF amenita 


NATIONAL LABOR RELATIONS BOARD 


CERTIFICATE OF ‘UNION OFFICERS 
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the term of each officer are as fallows: {Please print or j a need more apate, use 4 acparale 
sheet of paper, 4 tiach it to : ; 

neve of (Ere Ragiration Date of Prearnt Term 
Titte of (fice iff office te wecant, 20 state) a oath They Yeer 
Presicent 3 yd are t har i 2% 1962 
rreé 28 f. Be rews *erx Wecemoenr $i, LYyud 
Vice President rioyd HH, Andersor ecember 31, 1958 


Secretary-Treasurer fugent LaPoma December 31, 1968 


Recording Secreterr Nicholas S. Metula Mecember 31, 1956 
Trustee Den 'Donnel December 31, 1956 
PSige ; os me Bie 
srustee mag. Low 2% ' } ecember 3 19534 

r 31, 54 


Trustee ee Franci December: 31, 


Warden Fi mar December 31, 1926 
Conductex James V, Harriso Cecember 21, 1956 
Business Representativ silver Vitxz {Appointed for 


indefinite tenure} 


Dispatcher james PL Martin ” tt 
1. an officer of the Unian tify that tt nfarmation ru he best of my knowledge and belief, 
ene TS Camsters LL OF 2cal #i74 





Business Adere Carttit ; a te 

International Srotherhood of Teamsters, Cheuffeurs, Warehousemen & Helpers 
ms of “Americay AFL aCIO 

Date Mecember ¢ ; Q . a tL ee $x tk. ZG iy, Ce. wal 5p 

Tw ARNING ; rae fic. Wika Vi Mick. Mie dhs 


r pepe t ’ n$ ¢ ine rest 








PROCEEDINGS AGAINST NUGENT LaPOMA 29 
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Balance sheet, Central Conference of Teamsters, Feb. 29, 1956 


ASSETS 


General fund: 
Cash: 
la rela 
I a le cal aliens 


Accounts receivable: 
Teamsters Joint Council No. 56...--...-_----_— 
NE ES ae en 


Miscellaneous accounts and advances____--____-_-- 
I lisence die 
a OO 2 cicoreraentninanaoentteaianepenes 
Less allowance for depreciation___________-________- 


Prepeid insurance premiums.............................. 


General fund: 


Nee eh ei eeremiive se 
I a naet aipseerleleliclogeoiineee 
Payroll taxes and taxes withheld from employees_-__- 
sa i ata a acs dala cneeseiltalenlcoisiatiets 
Special organizing accounts: 
I dale saeaeieinitin 
I cal nina 
goint Council No. 65................ hinattieinaritahe 
Seer. Sede SUTIUS kn eee ceue 
a ete a shina danas eiedeeeiaowadh 
Iowa-Nebraska Organizing Fund: Surplus____-_-_--_-__- 
a a a lal ecractaatas ai seectef teceatcas 





$46, 914. 50 


91, 013. 
107, 918. 


198, 931. 


$7, 980. 


678. 
1, 029. 





9, 687. 


on) 9 


4, 000. 00 
25, 000. 00 


hay et 


——— 29, 032. 


52, 292. 


91, 0138. 
107, 918. 


50. 00 
$46, 964. 50 
20, 000. 00 
15, 000. 00 
oxeavenmenstate Sih GI. O> 
4, 772. 67 
564. 70 
4, 451. 68 
890. 81 
3, 560. 87 
150. 35 


09 
74 


83 


57 
00 
36 





93 


21 
95 
09 
74 


198, 931. 838 


Statement of income and expense, general fund, Central Conference of Teamsters, 


Mar. 1, 1955, to Feb. 29, 1956 


Income : 
Contributions received: 


International Brotherhood of Teamsters____ $86, 132. 00 
State conferences, joint councils, and locals... 85,556. 79 


—————-_ $171, 688. 
NT eee nee on ead bowen ieainmisdins ean 9. 
I i a ee $171, 697. 


Expense: 
Salaries: 
Clerical and office personnel_. $5, 662. 42 


Research and statistics__.____ 11, 276. 00 
Organizing personnel_________ 37, 974. 00 
I cae cies ease otsonie ani uri 
Organizing expense________-_______ $50, 828. 49 
less—refunds received_________~_ 1, 050. 00 


oatmeal 








—— $54, 912. 42 
1, 940. 29 


79 
20 


90 
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Statement of income and expense, general fund, Central Conference of Teamsters, 
Mar. 1, 1955, to Feb. 29, 1956—Continued 


Expense—Continued 





PW... cnacois iia aeconipao aude tesaes ay Wei aalal $66, 610. 06 
Legal fees and expense______----- 46, 309. 92 
Printing and office supplies_____- 3, 377. 86 
Telephone and telegraph___-_---~- 10, 149. 74 
Research and statistics___._.--_---- 149. 58 
Public roletiene sce es 300. 00 
ACUTE TRIN oe tes cs rnrcmenaose 1, 766. 30 
Labor Health Institute and Unity 
WORSTO  QUQR ican cin wicsdees 2, 039. 44 
a Nas 301. 36 
CN Ta vee ccsinciecns acai eelitintanbeision 3, 000. 00 
ORE T IO oie vis cidictiestnncencen ini ideaateaaedite 522, 61 
Depreciation on furniture and fix- 
RE Ae ale ieee 442. 53 
Conference expense__-_--~ $9, 511. 76 
Less banquet contribu- 
tions received_______- 3, 272. 00 
—_—— 6, 239. 76 
Stall GUNNER des. cntiemnee 13, 616. 80 
COORTEPEGCHOUNE, na citi cekins 300. 00 
BRISSCIIERUN 53-6 ee 330. 38 
Personal property tax...--.------ 15. 45 
—_——————_ $268, 550. 01 
Excess of expenses over income________----- 90, 956. 62 
General fund surplus balance, Mar. 1, 1955_-_-_- 148, 147. 97 
General fund surplus balance, Feb. 29, 1956__ 52, 292. 95 


Statement of income and expense, special organizing accounts, central conference 
of teamsters, Mar. 1, 1955, to Feb. 29, 1956 


Handled through General Fund bank account: 
Local No. 620: 
Contribution from International Brotherhood of Teamsters. $5, 000. 00 


Legs, organising: CRE caieinikeeceeunn eee 4, 907. 79 
Unexpended balance Feb. 29, 1956...-......--_--.-..... 92. 21 


Local No. 534: 
Contribution from International Brotherhood of Teamsters. 5, 000.00 


Less, organising QXORNG....nc sues cnt nadine ae 1, 000. 00 
Unexpended balance Feb. 29, 1956_..._._-.--.__---__-._--- 4, 000. 00 


Joint Council No. 65: Contribution from International Brother- 
hood GE Teh DUN ois Sotdiee then enawksacncesnissseseal 25, 000. 00 





This amount is held for the account of Joint Council 
No. 65. No disbursement made to them in period ended 
Feb. 29, 1956. 
Iowa-Nebraska organizing bank account: 


Balance 1h GOOOUNG: WORE. Tc Beeestce btdinncataennecnweman 20, 261. 30 
Contributions from International Brotherhood of 

I iiss is so ected acta cccglek claude alia een $44, 673. 00 
Contributions from Iowa and Nebraska locals_______ 42, 994. 00 

87, 007. 44 

ee sneak ais ana ae 107, 918. 74 

DDUISOINORS: éccicicviccincnsusuddaninsbhadartaiadind ane None 

Baianes in BOCCwsE TOK Be, Ti cicttiiimcmninenammeade 107, 918. 74 


This fund was established for organizing work in the Iowa and Nebraska area. 
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piers ¢% 
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Teamsters Union, Local No. 174, financial report, Jan. 1, 1953, to Jan. 1, 1954 
ee ame mmwinwis __. $19, 440. 74 
Receipts : 
Uo ee PROT a ES ee eS $385, 109. 75 
tare erat A 8 i Oh ee 20, 162. 50 
i ee a eee 6, 974. 80 
Wieorewais and transfers...................... 310. 45 
Loan payments .ceorived............._........_... 11, 421. 47 
nn can cavarantin nae anmsobinn 19, 000. 74 
I cissh ctadir aaa 380. 06 
I EOE 443, 359. 77 
N. S. F. checks uncollectible, May__..._________- 63. 00 
a — 443, 296. 77 
Total cash and assets, Jan. I, 1954_.........._..___ es! yy ft | 
Disbursements: 
I hticinehoks $59, 513. 25 
Withholding taxes________ $17, 744. 20 
Bonds and retirement__-_ 3, 775. 58 
—_— — 21,519. 78 
——__—_--— $37, 993. 47 


Per 


capita 
Car and transportation s 
Officers’ and delegates’ allowances___________- 


Buttons, printing and supplies__________________~_ 


Ine « UN a i ccs 
Sick and death benefits______- 
Initiation and dues refund 


I Se esas hdl 


Defense 


Loan 


ee 
payments_________ 


Te i ns nit cla we 


Organization__ 


I a Se aiiedotk abate ilaievateaied 
ee  scchnidicg on acime aod 


Blood 


Unemployment 


a 


cl see hitter gig ee ae 


Insurance 


Disbursement checks canceled: 


Check No. 
Check No. 
Check 


Assets : 


U. S. Government bonds (Local No. 174 Benefit Fund) 
Local No. 174 Benefit Fund 
Local No. 174 Benefit Fund (General Fund) 
Local No. 174 Office Division Blood Bank 
Loan to Joint Council No. 28 Building Association 


Loans 


Total cash and assets Jan. 1, 1954 


Liabilities : 


"979 


No. 


Cash on hand Jan. 1, 1954 


Loans payable 


i 
| ee 


Vealea—-—-———-~ 


$4. 00 
149, 34 
28. 50 


4°21, 891. 95 


69, 781. 55 


42, 464 
5, 865 
7, 882 

15, 063 


16, 259. ¢ 


1, 745 
5, 555. 
2, 925 
12, 000 
18, 377 
15, 603 


7" 


.d0 
. 42 
20 
. 84 
37 


» tt» 
. 64 
00 
00 
. 04 
84 
28 


17, 900. 50 


15, 450 


. 48 


51, 5380. 84 


85, 661 


181. 


ra el aa ec ames 


Note.—No liabilities other than the unrecorded monthly bills 
promptly when received. 
(Received February 17, 1954, by Bureau of Labor Standards, Department of 
Labor. ) 
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___ 41, 027. 40 

9, 750. 00 
42, 341. 56 
21, 540. 00 
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36, 000. 00 
21, 503. 04 





iene tisnr a tnagilectshali a nati aeaga lata 174, 178. 26 


32, 540. 00 
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\o"\ Labor Organization Registration Form 
Public Law 101~-80th Congress is 





To: Bureau of Labor Standards, 
United States Department of Labor, Washington 25, D.C. 
























web f the Labor Management Relations Act. 167 {Pablic Law Ne 1H, 80th Congress, 
tat 1, the following information be fied with the Secretary of Labor ami kept up te date 
ae eal nei Labor Relations Beard @ authoriaesl om petition or charge of « Isher onganiza- 
tint to take certain action o4 represetiation and unfair isher pracice cases or in reepeets for election on a 
sti BEI This repert muct be fied not onby by any lahor organi«ation desiring te raise any such question 
fore the Bu ; , by any national or interaational laker organization of which such ishor argani«a- 
coe 3 $F ate « vt {25% tive 3¢ fuset. 
fTIRCK ONE > iret Ming Ruhsequent fling 
f orgarination Teampiers, Chauffeurs, Werehousemen & Meloers, JF of Le«Gid 
Seome¥ i Baored bee, Ht ap 
LR mn Bo, 7h 
Principal business addren« $34 benny Wey, Seattie. 3, ¥ashington 
(22 et EROBRR, Beers, rater 
varne and add f parent nations] or international anien Lterdetional Bretherkecd of 
Teams wre, Yneeffeurs, Yerebousapan & Helpers of Americs , AF of L--cid 
25 Leeistate pvemain, 8... Veskington, &. C, . (ibmene, check 0) 
i, (2} List the names, tithes, and earpensation and sliowasers of your three (3) principal offieers whe served 
Z the preceding fowal pear. indicate the manter in which they are elected or apponited or other 
«ise eobacted 
, Pistrnd eIOw tek Hews 
one 7 
= tele wabhes sees ses 7 ibe yort aviveted 
1 PW, Brewster President aceatenemnatate wt ORO 


Flaydé Anderacn Vice-President B7L26 00 Rlected 


Nugent LaPoma Secy-Treas. 





Ler 





+ and compensation and allowances of all other officers or agents whase compensa- 


iat fhe mames, tithe 
snd alowaneon for the preceding faecal soar eretected $5,000, Tadicate the manner in which wach 








£ too ar agents ure elected 





oF Rppesheted 








; . y sens ss 
Nome Tite Tots som panaStiqn oid How 
ailewsners irr the yore + etek 
< 
; 





beer to Change be the infarmation requested in ituma § through 7, fertusioe, sinee the lant auywet Bed 


the words “ns change” may de weed 
>, The initiation fee or fees which new members are required te pay to join union is ¥ 55.00 or $25.00 » 





6, The regular dues or fees which menthers must pay to remain In good standing are $5.00. ot 83,50 per 


* {See footnote} 





Tim cece OF 8 esotianon! or batesuntiors} scion, sswcify any suguietion speeding few or due? . 





SpeN Hemied to aeuwer questions, attach extra shunt of peper marked with conmeponding hambers 
oe aed 


“Peet “¢ Bene hay mescwriy 
Tae Se Hq Soy? vey 


er 








’ 
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oy 
= 

» Age of he congtingiion ard bylaws of your. organisation ia required te acoompany this regiztration form 
Oe Ie So eis ge = : Pe ‘ oy er xt eo 
Ga-the wetiol Ping: 2 west alee be sabia wth ambseguent Ginga FH hes been amended in any cay, 
Plousa imdicale which paragraphs or sections of yodrsonstitution and bylawa show the prooodure followed 
with respect te the items listed belaw. Lf your conatitution dora not cover cath of the items specified, a 
dvtailed « mt cape the preeatnre followed hy sour erganization with raspert ta the ema tot 
eoyerad she s¢ alactoni to thus reply form and marked with the corresponding fteme numbers. 


Nig 









fa} Qualifications for or restrictinne on memberthip ~. . 4. 5 6. ww a. CN Ohaage 





(i). Rilection of officers and stewart oe es Na 
ie) Calling «f pemular and epecial meetings Bai gta ge cg epee eS ae . 
td}: Devving ix aasewsmatin & 6 ree a ee SG is 
t<} frepeitem of fees SERS ue ae psn encom Res A ae . 
if} Authorization fix bargaining demands = 
{9} Ratifeation of cnmir tere she 33 
i Anthoriza ¥ ihes * 
‘ is $ 3 . 
fs? Aw fig i op e 
tk) Participa ns ines br other beceh plans “ 
mhare dtd the grounds therefar oo scion 
Saabs with thie regret } the bagitining and closing dates of your fiacal years 08) 
ai ad your receipts of an f: poooipes fer ty KOUy) 16} VOUT Sadets and 





¢ as of the end 4) par dishareinents madé during such flacal yoar 











Sx the parpoecs £ 

Phi aes. PPpert rod lotic Pray be used for This purpasé as long ae renert contains 

aie or Phe 2 Lanciat rt is not used, tie following form may be 
k ad repr ' z av (22 mos.) from . deanery. i, 1954 . tw December 33,1954 

5 Brateos 
SEE ATTACHED 
ashy reusneats 

(ij Dues. gr : c 't} Per cupite tacend Wwessments: ~ 2... 

POE Se EES ‘ (3) Salar «2 2k. 
ES). PRE So eae aes {3} Allowances. . 


(4) Amesmments .. a ee {4} Taree (Feders! and Staic} 


(SY Other tspewity) ; : {5} Other fapecify} 


en a nto 


TAL >. kee " os Peta 24 pt 


(6). Total asects ot ond of fecal peer (cach, Moesiments, property, ets.) 





{7} Total Habilitics at end of fecal ycar (per caniia orother tnxcsewed, other outaimeding dete} — 
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ae duly authorised official of the above-named imion, certify thet the information subrnitted herewith ix 
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os & é j 


Bigaatsse} 
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45: aE, ‘: 
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if telegrapnic nerving fa roquonted fe rqamection with this Kinz 8 seek be at Four expense. 
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Teamsters Union, Local No. 174, financial report, Jan. 1, 1955, to Jan. 1, 1956 


Cash on hand Jani 2, BQGRssiiacnntnitincbaenseaene $82, 798. 22 
Receipts: 
DOO ior ein ninintecensiptaniebie katie iain aie $337, 255. 00 
Pa i iieiissinnicaislaincieiisectidhiee tin abled chepdtdecamiateas teaatialilac 17, 294. 00 
Fines and: aappeiee ee ee 7, 299. 89 
Return premium on insurance__......----------- 15, 992. 92 
Withdrawals. and trametene. oto... ene 277. O1 
Tah CT icc hii itocendntetie ance nicnatenata 25, 615. 24 
Miscellaneous... 2.2225 es ews esetes~ekle 3, 112. 23 
ni ia eas ice lt ets a ebb icaeaapalga naan 110, 153. 07 
Disbursements: 
DOI III isis iin ccuctihianet dm lea aia Capa aan $110, 153. 07 
NN ann ci sic cine issn ihn bg ra a $45, 646. 25 
Withholding taxes_.._..__- $8, 302. 20 
Bonds and retirement____-~ 520. 08 
- 1, 962. 5 
—————-__ 34, 861. 47 
Chat mid CATs ods ese tet neaes 21, 725. 65 
Officers’ and delegates’ expenses________---__--~- 6, 732. 94 
Buttons, supplies, and printing_...._....._..--.-_- 17, 059. 53 
Heme ae Ce a ease ee 11, 169. 81 
Sick avd Wustt DemeRts: oon i i tks 82, 828. 10 
General refunds and transfers_._._.._._.._.._.-.---_- 3, 499. 00 
FONT oid cian csivkcnccciapttamiigincebiaciitdidanttn wésiateeh- sd aiamioita 2, 922. 19 
IRSUPONOOiii i i hc ccdnase ee eae 55, 152. 61 
Taxes (withholding, social security, unemploy- 
IE is caiaicg oko saints Scns pineal nia mmeaaaanaie 11, 836. 68 
CMA iii saris chs ntsinin te cnnbeadies pan beeen 462. 64 
Proration of Local No. 174 funds to Local No. 741_._ = 16, 847. 84 
RIE ns cxhessiikisih tats teaniscdisnisinpess nes wend geieegoddaaia eaten Nila aie 2, 705. 00 
Superior Cort Gag ecient ceentinne 10, 000. 00 
Bank charges, metered mail, etc__....------__--- 1, 077. 84 
sy: | | (A a A ae IRR a RU EO. oe 339, 034. 37 
67, 811. 92 
Cash on hand Janz 3; 100G. 2.c.nsacecnd deen cccheeieiessal 150, 610. 14 
Assets: 
Local Whe; 274 Bined ats scin dinmncncwennacs $37, 274. 55 
Local No. 174 Benefit Fund (Pac. 1st) ------------ 40, 995. 18 
Offices Division T0000 BAUR c ss aciirettiiniccetncine 4, 318. 22 
Office Division Funeral Fund__------------------ 2, 821, 29 
Gale TV E WEER...ndkcs ct cndineinsdbinene 112. 5 
U. B.C TORE TN sini icc nncentiedecinninie 14, 050. 00 
TOG. OPER inc ciccecicicticcicnstcnicciesbingetibdinietin 30, 681. 55 
Superior COULE GRO cas nccisncccmncienemnan 10, 000. 00 
140, 253. 29 
Total cash: GG QUOC. a. nccicéstaentintsdntaaeasiedeanandiialaanenaae 290, 863. 43 


(Received February 20, 1956, by Bureau of Labor Standards, Department of 


Labor.) 
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“ Labor Organization Registration Form 
Public Law 101-—80th Congress 





To: Bureau ef Leber Standards, 
United States Department of Labor, Washington 25, D.C. 




















and ig} of the Laher Management Relations Ast, 1947_{ Public Le i, Bith Congress, 
int seve.) , Teruciren that the fotewing information be tied with eeretary of Le “up to date 
ant the National Lal eiations Board is waathorised on petition or we organiza 
t ropresenhation grad iz labor praction cases or in requesta for election on & 
ui it fijort pot only Sy any labor organtation desiring te raixe any such quxathon 
f 5 BE jtipmal ar international laber organization of which such labor organize 
tion is ax aff 1% part 
CHECK ONE: First filing sahbsequent Sling x 
Full name of arganizatia: Teometers, Chanffeurs, Warehousemen ©. fe lpers Lecei 


SRemer bcarxd samiee 7 ray 


Union Me. 274 


& Principal business address 552 feany Moy, Seattie 9, Weakington 
pet) Thy, sewers, Bate 
% Name and aildress of parent national or international union _Iatereational Brotherhand of 
100 Tediens Ave. RN, 8, Wastingter, Bb. C, 
Teamsters, Chauffeurs, Werehousewen © Helpers of America (If Bone, check [) 





«, titles, and commpenss tipn-andablowaiirrs of your three (5) principal officers whe served 
preceeding fiseal poar. . dadicate the manner inwineh they arc elected or appointed ar other- 


4 te} 








Land se 


s 
Tatel rempensntion mot Piseg 
A 7088 Title albrrannes fcr fhe year aviveted 


1 f. WW, Grewster President $ 365, @0 Elected. 
» Fioyd Anderaon Vice-President $7386, 06 Ek eted 


Nugent LaPome coms, SeOY- Tress, $6296, 25 Elected 





'h} List the narces, titles, and compensation and allowances of all ether officers ar svents whose compensa- 
xs for the proceding fisen! year exceeded $5,000, nlicate the manner im which such 








% RRS 





officers ar agents are vlected or appointed or atherwise selectall. Tf sdne, check (I) 





Nii mies Thal compe eat igse ss02! Howe 
3 ad Tite wid marie far the year acipetad 
; 
Mase... fF there t wr Hs Fix gs the reeme penmnext od etre Kraak sive, sonee the task wepgitt Riles 








wie Ge Serretary of Lat Reg ith y be st 

&. The initivtion fec or fees which new members are roqtined tw pay join union 16 $.. 35.0 et hos . 
~ 2 4 

&. The regular dues or feos whick members mus! pay te remain in goad standing are & A.D ar fa50. per 


$ 
¥nath © Sex Tontnate} / 


fomth, pear. 6 


vane CFR RRA oo intermale RA Eke. specity ont vernlatien tegunting: teen wr Bees} 
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t. A copy of the conetitution and bylaws of nour orpanization is required to accompany hin regiatratinn form 
On. the tnétial Ainge; it. suns! bt eubemsctted 2A ube <1 ORY 
Pi paragraphs cr sections of your constitution and bylay procadure following 

ns listed Lelow, TF your constitution does nat caver each oF Woe Meme sneciteal, 2 

shure THlowed tee your organiontion with reepect to the tema fat 


ached te this reply form and marked with the correspondiog items mumbers. 


wend Sings i 8 hese fare comend 
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trichiona on membership 
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GENERAL TEAMSTERS’ LocAL UNION No. 174, SEATTLE, WASH. 


Financial statement, fiscal year ending 1954 
Receipts: 




















I i sence ek AE rh i od Sata diaeentt $407, 210. 75 
Te cae a a eS 20, 278. 50 
a ced a oi ieemneeliberisidain 570. 75 
a de cen cenmohiet 6, 690. 45 
Other (transfers, withdrawals, insurance, and miscellaneous) — 21, 036. 90 
Sf a oa a a a 455, 787. 35 
Disbursements: 
In Ce Rr scan ctereenneinireneoctnniied 117, 504. 64 
I al lk reali ins eewtapeoneio aoe 37, 858. 47 
I net heli arlene 40, 972. 20 
= aR SR i lan 14, 112. 09 
Other (rents, telephone, insurance, sick and death benefits, legal 
fees, donations, office furniture, and miscellaneous) __.._____- 208, 616. 13 
a ee Ee il canine 5 oat BS 414, 063. 53 
Fa RO = a ain tesipetnenic dec mrenipeininwnas 243, 343.18 
Total abilities at end of fecal year.........-..................-. None 
I canis ciietnntaeeisitingge aim eae malanibans eee 55. 00 or 25. 00 
rE OUT | UREN, PO cs ineilhiavenies dna ted anmineiernenes 5.000r 3.50 


(Received March 31, 1955, by Bureau of Labor Standards, Department of 
Labor.) 
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Calendar No. 60 


85TH CoNGREsS SENATE ReporT 
1st Session No. 62 


PROCEEDINGS AGAINST EINAR O. MOHN FOR 
CONTEMPT OF THE SENATE 





FEBRUARY 7, 1957.—Ordered to be printed 


Mr. McCie.ian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. Res. 91] 


The Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations, as created and authorized by 
the Committee on Government Operations, under the Standing Rules 
of the Senate, cause to be issued a subpena to Einar O. Mohn. Said 
subpena directed Einar O. Mohn to appear before the subcommittee 
on aaa 17, 1957, at the committee room, Senate Office Building, 
Washington, D. C., and then and there to testify relative to the sub- 
ject matter under consideration by the said subcommittee. The sub- 
pena served upon Einar O. Mohn is set forth as follows: 


Unttep Srates or AMERICA 
CONGRESS OF THE UNITxeD STATEs 


To Ernar O. Moun, Washington, D. C., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear 
before the Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations of the Senate of the United 
States, on Thursday, January 17, 1957, at 10 o’clock a. m., at their 
committee room 357, Senate Office Building, Washington, D. C., 
then and there to testify what you may know relative to the subject 
matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains 
and penalties in such cases made and provided. 

To —————,, to serve and return. 


0 ETO erm tbat a nae 


eee becca encteceneinicnatamenreiadoied 
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Given under my hand, by order of the committee, this 16th day of 
January, in the year of our Lord one thousand nine hundred and 
fifty-seven. 

Joun L. McCiLeiian, 
Chairman, Senate Permanent Subcommittee on Investigations 
of the Committee on Government Operations. 


JANUARY 17, 1957. 

I made service of the within subpena by personal service the within- 
named Einar O. Mohn, at 25 Louisiana Avenue NW., Washington, 
D. C., at 9:20 a. m. on the seventeenth day of January 1957. 

Rosert F. Kennepy. 


The subcommittee, under Senate Resolution 188, 84th Congress, 
2d session, and rule XXV of the Standing Rules of the Senate, (g) 
(2) (B), is given the duty of “studying the operations of Government 
activities at all levels with a view to determining its economy and 
efficiency” and under subsection (C) “evaluating the effects of laws 
enacted to reorganize the legislative and executive branches of the 
Government.” Pursuant to these powers, the subcommittee sought 
to inquire into and study the operations of the Department of Labor, 
the National Labor Relations Board, and the Bureau of Internal 
Revenue in the application of Public Law 101, 80th Congress, 2d 
session, and the Internal Revenue Code of 1954 relating to exemption 
from taxation of labor organizations. 

On January 16, 1957, the subcommittee heard the testimony of the 
Secretary of Labor, James Paul Mitchell; the Chairman of the Na- 
tional Labor Relations Board, Boyd D. Leedom; the Assistant Com- 
missioner of Internal Revenue, Justin F. Winkle; and others on the 
same date and on January 17, 18, and 19, 1957 (the record of the 
entire testimony taken the aforementioned days is made a part hereof, 
although not annexed hereto), relative to financial statements and 
other Remains required to be filed under law by labor organizations 
and unions. The testimony was heard to assist the subcommittee to 
determine the adequacy of existing statutes; whether present regula- 
tions enable these agencies and departments to administer the law 
efficiently ; whether modifications or changes in the existing laws are 
required to assist the Government in determining the adequacy, ac- 
curacy, and truthfulness of financial reports and other data supplied 
by labor unions and their officials under the aforementioned laws. 

Attendance of Einar O. Mohn, pursuant to the aforementioned 
subpena, was had on January 17 and 18, 1957, in Washington, D. C. 

The said Einar O. Mohn, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matter under inquiry, made answer as appears in the record 
of said hearings on January 17 and 18, 1957, which record is made 
a part hereof. (Excerpts of this testimony and other testimony are 
annexed hereto and designated as “Exhibit No. I’’.) 

As the result of the refusal of the said Einar O. Mohn to answer 
questions, pursuant to said inquiry as appears in the record, the sub- 
committee was prevented from receiving testimony concerning the 
matter under inquiry by said subcommittee in accordance with the 
terms of the subpena served upon this witness. 
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The Senate Committee on Government Operations met on February 
7, 1957, and, after reviewing the facts in this matter as set forth in 
this report, it resolved to present to the United States Senate for its 
immediate action, a resolution requiring the United States attorney 
for the District of Columbia, to proceed against the said Einar O. 
Mohn in the manner and in the form prescribed by law. 





Exuisit No. 1 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 

Unirep States SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Wednesday, January 16, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcommit- 
tee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Sen- 
ator Henry M. Jackson, Democrat, Washington; Senator Stuart 
Symington, Democrat, Missouri; Senator Sam J. Ervin, Jr., Demo- 
crat, North Carolina; Senator Joseph R. McCarthy, Republican, 
Wisconsin; Senator Karl E. Mundt, Republican, South Dakota; 
Senator Chapman Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee; James N. Juliana, chief counsel of the minority; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The CuHatrMAN. The subcommittee will be in order. 

(Present at the convening of the executive session were Senators 
McClellan, Jackson, McCarthy, and Mundt.) 

The Cuarrman. The Chair will make this preliminary statement 
for the record. 

As members of the subcommittee know, and as is public knowledge, 
during the past 2 years, the Senate Permanent Subcommittee on In- 
vestigations has been studying and inquiring into the procedures 
and practices in the procurement of textiles and uniforms by the 
military services. In the course of its investigation, facts were de- 
veloped showing collusion between certain dishonest management 
and union officials that had the effect of increasing the cost to the 
Government of goods and commodities it purchased and the supply- 
ing of inferior quality. 

In the passage of the Taft-Hartley law in 1947, the Congress un- 
dertook to protect union members, the general public, and the Gov- 
ernment against certain types of racketeering, including the mis- 
use or misappropriation of union funds by dishonest union officials. 
The law provides that there shall be a registration of labor organiza- 
tions and a full and accurate report by such organizations of their 
revenues and expenditures and of all compensation and allowances 
over and above $5,000 paid to and received by labor union officials 
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and union employees from dues collected from members or from 
other union funds. 

Today, the subcommittee will hear officials from the Department of 
Labor, the National Labor Relations Board, and the Treasury De- 
partment. We shall make inquiry of them as to the adequacy of 
existing statutes and their present rules and regulations to enable 
them to administer the law efficiently. Also, we shall inquire whether 
there should be any modifications or changes in existing law to assist 
them in determining the adequacy, accuracy, and truthfulness of 
financial reports and other information required to be supplied by 
labor unions and labor union officials. 

We want to determine whether agencies of Government are able 
to and have the authority to ascertain whether such information con- 
tained in such labor union registrations, financial reports, and the 
reports of the labor union officials are accurate, true, or false. 

The subcommittee is aware of recent court decisions which may 
sharply limit and restrict the right of Government agencies such as 
the Treasury Department, the Bureau of Internal Revenue, the De- 
partment of Labor, and the National Labor Relations Board to in- 
vestigate and determine the accuracy, truthfulness or falseness of 
various reports the unions and their officials are obligated to file. We 
intend to ascertain whether, in view of theSe court decisions, the re- 
sponsibilities of the Government in this area under existing law are 
being administered efficiently and economically. We also want to 
know whether legislation in this area is necessary to improve the 
efficient and economic administration of existing law or if modifica- 
tion or change is required to promote greater efficiency and economy. 

Conferences with representatives of the Bureau of Internal Revenue 
indicate the need for strengthening legislation to enable the Bureau 
to investigate labor organizations which, under the law, are tax exempt. 
The Bureau of internal Revenue should have the authority to deter- 
mine whether any of the labor unions’ funds and particularly, dues 
collected from union members, are used by union officials for personal 
gain and profit. We also want to know whether and why such tax 
exempt labor union organizations can refuse to allow either the legis- 
lative or the executive branch of the Government to examine their 
books and records. The Government should be permitted to estab- 
lish whether such organizations come within the purview of the law 
granting it a tax exempt status. 

This subcommittee proposes to determine whether, after such re- 
fusal, the continuance of a tax exempt status is warranted or if such 
tax exempt status should be forfeited by such refusal. 

In the course of our previous investigations and this present pre- 
liminary inquiry, we have acquired information that clearly indicates 
that there is labor racketeering in the area of Government procure- 
ment resulting in increased cost to the taxpayers for commodities pro- 
duced; that false reports have been filed by certain labor organiza- 
tions with respect to their expenditures; that compensation and 
allowances paid by certain unions to their officials have not been 
accurately and truthfully reported ; that there has been manipulation 
of accounts involving dues collected from their members, as well as 
welfare funds; also other irregularities and improprieties have come 
to the attention of the subcommittee. 
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It is, therefore, our purpose to develop facts and information that 
will enable the Federal Government to improve its efficiency and 
strengthen itseconomy. In this effort we have every reason to expect 
the wholehearted cooperation and support of the leaders and members 
of labor organizations whose actions and practices conform to the 
law, who observe the proprieties of proper labor-management rela- 
tions, and who are interested and desire to cooperate in improving the 
efficiency and economy of Government operations. 

I may further state for the record that, since it became known and 
publicized that this committee was making a preliminary investiga- 
tion into this area of Government operations, the public has indicated 
a very keen interest in such an inquiry, as evidenced by letters that 
the committee is receiving from union members and members of labor 
organizations who are reporting about conditions that prevail and 
urging that attention be given to it. 

Also, I think, it is fair to say that a good many Members of Con- 
gress have expressed views that there is a job here that should be done 
by the legislative branch of the Government in furthering an investi- 
gation or pursuing an investigation to develop the facts, so that Con- 
gress may take a look at it with a view to any legislation or any change 
in administrative procedures that might enhance Government effi- 
ciency and economy. 

* * * * * * & 


The Cuatrman. Thank you very much. 

The committee will stand in recess until 2: 15. 

(Thereupon, at 12:40 p.m. Wednesday, January 16, 1957, the hear- 
ing was recessed, to reconvene at 2:15 p. m., the same day.) 


AFTERNOON SESSION 


(Present at the start of the afternoon session: Senators (Chair- 
man) McClellan, Jackson, McCarthy, and Revercomb.) 

The Cuarrman. The subcommittee will be in order. 

Members of the committee, we held executive session hearings this 
morning, at which time we heard a number of witnesses from the 
executive branch of the Government, representatives of the National 
Labor Relations Board, and of the Treasury Department. 

Their testimony was pertinent to this investigation. I heard it in 
executive session primarily because the Chair had announced this 
vould be an executive session, because, as you know, too, the public 
hearings must be by a majority vote of the committee. I had no op- 
portunity todo that. But there is nothing in their testimony, so far 
as I can observe, that needs to be kept secret in any sense. Therefore, 
unless there is objection on the part of the committee, the Chair will 
make that record public as soon as it is transcribed. 

I will have, I may say to the members, the staff check with the 
departments interested, who testified, and ascertain from them if 
there is anything in there they think would be adverse if made public. 
I do not think there is. 

_So if they have no objection, the Chair will proceed, without objec- 
tion, to make the testimony public as soon as it is transcribed. 
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Senator McCarruy. Mr. Chairman, in view of the fact that we 
have a quorum here, would it not be a good idea to entertain a motion 
to have open hearings tomorrow morning, as you planned on having 
them ? 

The Cuarrman. If we find we need to. If you wish to, you may 
make the motion, that the Chair may call open hearings in this matter 
at a time he desires. 

Senator McCarrtuy. I then move that the Chair be given authority 
to hold open hearings at such time and at such place as he desires. 

The Cuarrman. On the subject matter of the inquiry as stated by 
the Chair this morning in the opening of the executive hearings? 

Senator McCartuy. Yes. I want to include that in my motion. 

The Cuarrman. Is there objection to the motion ? 

The Chair hears none. 

The motion is adopted. 

All right, gentlemen. 


x * * * * * « 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN’ THE LABOR UNION FIELD 


Unrtep States SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THR CoMMITTEF ON GOVERNMENT OPERATIONS, 


Washington, D. C., Thursday, January 17, 1957. 


The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in Room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcommit- 
tee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina; Senator Joseph R. McCarthy, Republican, Wisconsin ; 
Senator Karl E. Mundt, Republican, South Dakota. 

Also present: Robert W. Kennedy, chief counsel to the subcom- 
mittee; James N. Juliana, chief counsel to the minority; Jerome S. 
Adlerman, assistant counsel ; Carmine S. Bellino, staff member; Ruth 
Y. Watt, chief clerk. 

The CuHarrmMan. The subcommittee will be in order. 

(Members of the subcommittee present at the convening of the hear- 
ing were Senators McClellan, Jackson, Symington, and McCarthy.) 

The CuarrMan. By unanimous vote of the subcommittee yesterday 
afternoon at the conclusion of executive hearings during which the 
committee heard a number of witnesses on the basis of testimony de- 
veloped during the executive session, the committee ordered that we 
would proceed to public hearings in the course of this i inquiry. 

Therefore, the Chair announced public hearings for this morning. 
The record of yesterday’s executive hearings will today be made public 
and made a part of the record of the hearings of this committee in 
this investigation. 

= 7 * & * 
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AFTERNOON SESSION-——-2:10 P. M. 


(Members present at the convening of the afternoon session: The 
chairman and Senator McCarthy.) 

The CuHatrman. The subcommittee will come to order. 

Will you come around, please, Mr. Mohn. Will you be sworn? 

Do you solemnly swear that the evidence you shall give before this 
Senate investigating subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Moun. I do. 

The CHarrMan. Please have a seat. Mr. Mohn, will you state your 
name and your place of residence and your business or occupation for 
the record, please, sir? 


TESTIMONY OF EINAR 0. MOHN, VICE PRESIDENT OF THE INTER- 
NATIONAL BROTHERHOOD OF TEAMSTERS 


Mr. Moun. My name is Einar O. Mohn, and I reside in Chevy 
Chase, Md. I am a vice president of the International Brotherhood 
of Teamsters. 

The Cuarrman. How long have you served in that capacity, Mr. 
Mohn? 

Mr. Moun. Since December of 19 

The Cuatrman. December of 195 

Mr. Moun. Yes. 

The CuHarrman. What other position do you have with the Inter- 
national Teamsters Union? 

Mr. Moun. None. I function as the executive assistant to Mr. 
Beck. 

The CHatrman. You function as the executive assistant to Mr. 
Beck ? 

Mr. Moun. Yes. 

The Cuarrman. Mr. Mohn, under the rules of the committee, any 
witness appearing before the committee is entitled to have counsel 
present to advise him with respect to his legal rights. Do you desire 
to have counsel present while you testify ? 

Mr. Moun. I desire to make this statement, Mr. Chairman. 

The CHarrMANn. You may, but would you say first whether you 
desire to have counsel ? 

Mr. Moun. I certainly want counsel. 

The CuHarrMan. Do you have counsel present ? 

Mr. Moun. I would like to make this statement in regard to that. 
I received a phone call this morning at about a quarter after 9 from 
Mr. Bob Kennedy, requesting an opportunity to discuss with me some 
matters ee to the hearing at 10 o’clock. Mr. Kennedy came over 
to my office, and I would say he arrived there about 9:30 or 9:35 
and told me that the committee desired to find out what our position 

was going to be. I said, “Well, I don’t know that I have anything 
in particular to say about that.’ We have had some competent legal 
counsel, we believ e, who have advised us that we have certain consti- 
tutional rights.” 

The Cuamman. Let the Chair admonish you if you are going to 
testify without counsel on that point you are going to testify on all 
points. 


52. 
2% 
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Mr. Moun. I am not going to testify, and I want to make this 
statement: I advised Mr. Kennedy that our counsel, and my counsel, 
Mr. Albert Wall, is in New York, and left this morning on a train— 
I believe the 8 o’clock—for a meeting that he had in New York 
and he would not be available, and there was no way I could try 
to get in touch with him, although I did call New York to advise 
him that I had been served with this subpena. 

(The subpena referred to follows :) 


No. 8750 
UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To: Ernar O. MouN, Washington, D. C., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Permanent Subcommittee on Investigations of the Committee on Govern- 
ment Operations of the Senate of the United States, on Thursday, January 17, 
1957, at 10: 00 o’clock a. m., at their committee room, 357 Senate Office Building, 
Washington, D. C., then and there to testify what you may know relative to the 
subject matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

rc a oe ce hina awed to serve and return. 

Given under my hand, by order of the committee, this 16th day of January, in 
the year of our Lord one thousand nine hundred and fifty-seven. 


JOHN L. MCCLELLAN, 
Chairman Subcommittee on Investigations 
of the Committee on Government Operations. 


[Endorsement] 
JANUARY 17, 1957. 


I made service of the within subpena by personal service on the within-named 
Einar O. Mohn, at 25 Louisiana Avenue NW., Washington, D. C., at 9: 20 o’clock 
a.m., on the 17th day of January 1957. 

Robert T, KENNEDY. 

Mr. Monn. I don’t believe that I should be asked to testify in re- 
gards to matters of perhaps very great importance without the general 
counsel for our organization and my counsel. 

The Cuarrman. Then you would like to defer your testimony until 
you can have your counsel present ? 

Mr. Monn. I would, Mr. Chairman. 

The Cuatrman. All right, sir. Can you have your counsel present 
in the morning at 10 o’clock ? 

Mr. Moun. As far as I know, he will be back this evening. 

The Cuarrman. And you will appear back here. Particularly you 
will be interrogated about a telegram that you addressed to a number 
of vice presidents of the teamsters union, Brotherhood of Teamsters, 
a telegram dated January 11, 1957, in which, among other things, it 
appears that you said: 

If any member, officer, or representative of the international or any of its 
affiliates, after advice of counsel, should assert his constitutional or legal privi- 
leges or rights, the assertion of such rights or privileges shall not be the basis 
for disciplinary proceedings by or within the international. 

You will particularly be questioned regarding this telegram, and 
that phase of it to ascertain whether—and I may just lay it on the 
line—to ascertain whether it is to be the policy, and that is what you 
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are trying to establish in your union, that people are to be encouraged 
to come here and take the fifth amendment in order to hide and con- 
ceal illegal acts of diversion of union funds to private gain. If that is 
to be the position of your union, I think the people of this country 
should know it, and I think that Congress should know it, and 
this Government should know it, because you are required to file 
accurate and truthful statements of finances—unions are. If we inter- 
rogate about it, and it is the policy of your union to encourage them 
to take the fifth amendment to keep from disclosing the facts, I think 
this committee is entitled to know it. 

So be prepared to answer and give the committee that information 
tomorrow morning at 10 o’clock. 

You are excused until then. 

Senator McCarruy. I might say, Mr. Mohn, that I think that you 
should give this a lot of thought. I cannot conceive of David Beck 
approving this. You say that you are acting for the general president. 
I cannot imagine anyone with the responsibility he has, saying, in 
effect, “I should invoke the fifth amendment,” which says, “I think my 
testimony might tend to incriminate me.” That means that he can 
only invoke it where his testimony would incriminate him. 

We are going into the question of the misuse of union funds and 
their misappropriation, or, using another word, the stealing of the 
money from the workingman. Now, I cannot believe that Dave Beck, 
the head of that union, which has a vast number of fine laboring men 
in it, would want to tell all of his officers to cover up and hide from 
the public and hide from your membership wrongdoing on the part of 
a few goons and thugs in that organization. 

I should think that he would be anxious and as eager to disclose 
wrongdoing and have it laid right smack on the table as any member 
of this committee or as any one of the good loyal workingmen who 
belong to that union. 

I would urge that you contact Mr. Beck and read this to him and 
find whether or not he does approve of this. 

I wonder if I could ask you one question? You can refuse to answer 
this because your counsel is not here, but I think that you can freely 
answer this without advice of counsel : I would like to know, did Dave 
Beck approve this wire and the action taken by some of the representa- 
tives of the union in Chicago on January 3? 

Mr. Moun. I think that I would defer answering any questions. 

Senator McCartuy. You would rather not answer that until your 
counsel is here? 

Mr. Monn. That is right. 

Senator McCarrny. I think that you are entitled to that right. 
However, I might say, again, just for the good of all of the good 
legitimate unions in the country, I seriously think that you should go 
over very carefully this most unusual wire, a wire which says to the 
officers, especially those accused of misconduct, “Go ahead and refuse 
to tell about any wrongdoing and we will take no action against you.” 

In my book, that is rather unheard of. I wish tomorrow morning 
you can come back and tell us whether or not Dave Beck himself 
approves of this. If not, whose brainchild this was. 


#87970 O—57 2 
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The Cuartrman. All right, the witness will be excused until 10 
o'clock in the morning, with an invitation to you, if you will, to remain 
and see how some of these people are behaving under your instructions. 

Mr. Moun. I have a lot of work to do, Mr. Chairman. 

The Cuarrman. I expect so. 

* * * * * * * 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION FIELD 


Unirep Srates SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Friday, January 18, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357, Senate Oflice Building, 
Senator John L. McClellan (chairman of the subcommittee) pre- 
siding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina; Senator Joseph R. McCarthy, Republican, Wisconsin; Sen- 
ator Karl E. Mundt, Republican, South Dakota. 

Also present: Robert F. Kennedy, chief counsel to the subeommit- 
tee; James N. Juliana, chief counsel to the minority; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The Coarrman. The subcommittee will be in order. 

(Members of the subcommittee present at the convening of the 
hearing were Senators McClellan and McCarthy.) 

The Cuairman. Pursuant to the order of the Chair on yesterday 
that public hearings would be resumed today, the committee will now 
be in session. 

* * * * * * * 

(At this point, Senator McCarthy withdrew from the hearing 
room.) 

(Members present: The chairman, Senators Jackson and Mundt.) 

* * * * * * * 


Mr. Kennepy. Mr. Einar Mohn. 

The Cuarrman. Come forward, please. 

Mr. Mohn, you will be sworn again. 

You do solemnly swear that the evidence you shall give before this 
Senate investigating subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Moun. Yes. 

I would like to present my counsel 

The Cuarrman. I will give you that opportunity. 

State your name, your place of ssaieden, and your business or 
occupation, for the record, please. 
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TESTIMONY OF EINAR MOHN, CHEVY CHASE, MD.; ACCOMPANIED 
BY COUNSEL, J. ALBERT WOLL, WASHINGTON, D. C. 


Mr. Moun. My name is Einar O. Mohn. I reside at 7205 Rolling- 
wood Drive, Chevy Chase, Md. 

The Cuamman. What is your business or occupation ? 

Mr. Moun. Mr. Chairman, I have, I believe, very carefully studied, 
to the best of my ability, the question of the jurisdiction of this com- 
mittee, and with benefit and advice from counsel I do not believe 
this committee to have the proper authority to go into the matters 
that, according to the resolution Your Honor introduced, and on the 
previous record of what the functions of this committee are, and for 
that reason, I decline to answer any questions. 

The CuarrmMan. All right. 

Mr. Counsel, identify yourself, please. 

Mr. Wout. Yes, sir. My name is J. Albert Woll, the “J” standin 
for Joseph. I am general counsel for the International Brotherhoo 
of Teamsters, and I am here representing the witness. 

The Cuatrman. Mr. Mohn, what official position do you hold in 
the International Brotherhood of Teamsters ! 

Mr. Moun. For the reason previously stated, I must respectfully 
refuse to answer. 

The Cuatrman. You are ordered and directed to answer the ques- 
tion. 

Mr. Moun. I must respectfully refuse to answer it. 

Senator Munpr. Could I find out from Mr. Mohn who he repre- 
sents? On the telegram we have here it says “acting for the general 
president.” 

Who is the general president? 

Mr. Moun. I have stated that it is my honest belief that this com- 
mittee does not have jurisdiction over these matters, and I refuse to 
answer. 

Senator Munpr. You signed it over the legend acting for somebody 
else, rather than your own position. I would like to know who the 
general president 1s. 

Mr. Moun. I have stated my reasons. I refuse to answer. 

The CuarrMan. You are ordered and directed to answer. 

Mr. Moun. I refuse to answer. 

(At this point, Senator McCarthy entered the hearing room.) 

The Cuatrrman. The Chair will read to you a telegram sent by you 
on January 11, 1957, to D. J. Murphy, vice president, 4141 Forest Park 
Boulevard, St. Louis, Mo.; John J. Conlin, vice president, 69 Jefferson 
Street, Hoboken, N. J.; Sidney L. Brennan, vice president, 706 First 
Avenue North, Minneapolis, Minn.; John T. O’Brien, vice president, 
4217 South Halsted Street, Chicago, Ill.; Frank Brewster, vice presi- 
dent, 553 John Street, Seattle, Wash.; Thomas L. Hickey, vice presi- 
dent, 325 Spring Street, New York, N. Y.; William A. Lee, vice 
president, 133 South Ashland Boulevard, Chicago, Ill.; Joseph J. 
Diviny, vice president, 25 Taylor Street, San Francisco, Calif.; James 
R. Hoffa, vice president, 2741 Trumbull Avenue, Detroit, Mich.; 
Harry Tevis, vice president, 535 Fifth Avenue, Pittsburgh 19, Pa. 

The telegram reads: 

The Senate Permanent Subcommittee on Investigations is conducting an inves- 
tigation of teamster activities throughout the country and has issued a number 
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of subpenas calling for the production of books and records of subordinate 
bodies of the international. In addition several representatives of the inter- 
national and its subordinate bodies have been subpenaed to appear and testify. 
Attorneys representing the international and various subordinate bodies met in 
Chicago on January 3, 1957, and were of the opinion that the Senate Permanent 
Subcommittee on Investigations is not engaged in inquiry into specific situations 
within their constitutional and statutory authority and that a “fishing expe- 
dition” beyond the scope and authority of the committee is being conducted. 
Accordingly the attorneys recommend that teamster members take all lawful 
steps to protect fully the teamsters’ union and those it represents in their rights 
with respect to the attempted compulsory production of records or requirement 
ot testimony before said subcommittee. The following protective steps are 
specifically recommended : 

(1) If summoned to appear, challenge should be made to constitutional and 
statutory authority of such committee to investigate the activities of labor unions 
and their officers and, if appropriate, to the scope of the subpena. 

(2) If it is decided to testify and to produce records called for, subject to 
the above objections, it is proper to assert whatever legal constitutional rights 
and privileges are considered proper and available by legal counsel for the 
witness. 

(3) Members of the executive board should not testify in their capacity as 
general officers of the international until the constitutional and statutory author- 
ity of such committee is determined. 

(4) If any member, officer, or representative of the international or any of 
its affiliates, after advice of counsel, should assert his constitutional or legal 
privileges or rights, the assertion of such rights or privileges shall not be the 
basis for disciplinary proceedings by or within the international. 

The recommendations set forth above are submitted to you with recommen- 
dation that you, as a member of the general executive board, vote to approve 
and adopt the same as the Official position of the international with respect 
to the investigation being conducted by the Senate Permanent Subcommittee on 
Investigations. By return wire indicate your vote for or against the approval 
and adoption of these recommendations as the official position of the interna- 
tional in this respect. 


Signed : “Einar O. Mohn, acting for the general president.” 

Mr. Mohn, did you send that telegram ? 

Mr. Moun. For the reasons stated, that we challenge the authority, 
the jurisdiction of this committee, I respectfully refuse to answer. 

The Cuarrman. I order and direct you to answer the question. 

Mr. Moun. I respectfully refuse. 

The CHarrMan. ev you been in touch with Mr. Beck since you 
testified yesterday, the president of the international brotherhood, the 
teamsters’ union ? 

Mr. Moun. For the same reasons stated before, I respectfully refuse 
to answer. 

The CHarrman. You are ordered and directed to answer the 
question. 

Mr. Moun. I respectfully refuse. 

The Cuatman. Is it the policy of your organization, as indicated 
by this telegram, that if any member, any officer or other member: of 
the teamsters organization invokes his constitutional right, the fifth 
amendment, to be specific, in refusing to answer questions propounded 
by this committee regarding the authenticity or the falsity of financial 
statements they are required to file under the law with the Federal 
Government, specifically with the Department of Labor, that it is the 
policy of your organization not to discipline, irrespective of the fact 
that they may be crooks and be robbing the workingman of this Na- 
tion? Is that the policy of your organization as stated in this 
telegram ? 
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Mr. Moun. My honest belief is that this committee is not the proper 
committee to go into these matters and I refuse to answer. 

The CHarrman. You are ordered and directed to answer the 
question. 

Mr. Moun. I respectfully refuse. 

The Cuarrman. Have you been present in this room and observed 
the testimony of some of the officers of locals of the teamsters union 
during the course of these hearings ? 

Mr. Moun. I respectfully refuse to answer. 

The Cuarrman. You are ordered and directed to answer. 

Mr. Moun. For the same reasons stated, I respectfully refuse. 

The CuarrmMan. Have you not been present here this morning, and 
heard these witnesses testify, particularly Dominick Santa Maria with 
respect to the accounts of that particular local, 284 of the teamsters 
union, and observed that they are refusing to give accurate, truthful 
statements to the Federal Government with respect to the financial 
situation of those unions ? 

Mr. Moun. It is my firm conviction that this committee does not 
have the jurisdiction over these matters, and I refuse to answer. 

The CHarrmMan. You are ordered and directed to answer. 

Mr. Moun. I respectfully refuse. 

The Cuarrman. Will you suggest any tribunal, before whom you 
are willing to go, including committees of the Congress, and courts, 
or other judicial or quasi- judicial tribunals: and make a complete 
revelation of these facts ? 

Mr. Moun. I must respectfully refuse to answer that on the grounds 
that, in my opinion, my belief, this committee has no right to make 
that inquiry. 

The Cs AIRMAN. Whether it has a right or not, are you proud of the 
picture that is being portrayed to the American people and to labor 
union working people by the testimony and the conduct, or the lack of 
testimony, of ‘those responsible officials who have been "called in here 
to testify / 

Mr. Moun. I must refuse to answer on the grounds stated. 

The Cuarrman. You are ordered and directed to answer. 

Mr. Moun. I respectfully refuse. 

Senator McCartuy. Mr. Mohn, did Dave Beck authorize the send- 
ing of this wire? 

{r. Moun. For the reasons previously stated, Senator McCarthy, 
I respectfully refuse to answer. 

Senator McCartuy. In other words, you think this committee does 
not have jurisdiction ? 

Mr. Monn. That is my firm conviction and belief. 

Senator McCartuy. Do you think that any tribunal or any com- 
mittee has jurisdiction ? 

Mr. Moun. I am not going to answer that question before this 
committee, for the grounds previously stated. 

Senator McCarruy. I would like to know whether or not you will 
try to cover up the goons and crooks, regardless of what committee 
tries to get the information. If there is some committee you think is 
the proper committee, I would like to know it. 

Mr. Monn. I have no reply to that question for the reasons pre- 
viously stated. 
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Senator McCarrny. Do you think that it is proper for you, as one of 
the—what is your office in the teamsters union ? 

Mr. Moun. I am respectfully refusing to answer. 

Senator McCarruy. Do you think this is proper for you as an officer, 
supposedly representing the laboring men in that or ganization? The 

vast majority of them certainly have nothing i in common with the type 
of individuals who have appeared here this morning. You are sup- 
posed to be protecting their rights. Do you think it is proper for you 
to cover up, advise them to take the fifth amendment, which means 
they are refusing to answer because their answers might send them 
to jail ? 

Do you think it is proper for you to do that ? 

Mr. Moun. Because I believe this committee does not have pr oper 
jurisdiction over this subject matter, I refuse to answer the question. 

Senator McCarruy. Mr. Mohn, this Congress has legislated, con- 
tinues to legislate, in regard to labor, to labor unions. It provides the 
National Labor Relations Board, before which they can have a hear- 
ing. It provides fer various reports that must be filed. Labor legisla- 
tion is an ever-changing subject in this body. We, the Members of 
the Senate, have a duty to try and find out what additional legislation 
is needed. Certainly we should try and legislate to prevent goons who 
will not give the laboring man an account of how his money is being 
spent from appearing and defying the Congress, which means the 
American people. 

You are taking part in that, and by what you are doing now, and 
by this wire, you are giving the entire labor movement a black eye, 
which it should not have. As you know, the vast number of locals 
are run by good, honest individuals. But what you and these goons 
who have appeared here are doing is to give the American people 
the impression that this represents labor leadership. 

I just wonder if in fairness to Dave Beck you would not like to 
tell us whether he approves of this or not. I do not think he does. 
But you are in effect saying he does, when you send out this wire 
signed “Einar Mohn, Acting for the General President.’ 

“You realize what you are doing, do you not? Do you? 

Mr. Moun. In my opinion this committee does not have jurisdiction 
over this subject matter. I have no comment or answer. 

Senator McCarrnuy. Do you realize what you are doing here today, 
to the labor movement as a whole, when you say you will cover up 
for people for forge their names to checks? We have the FBI report 
that these are forgeries, the vast number of them that we handed to 
the witness. You sat here in this room and you heard them testify 
that if they were to answer honestly, they might tend to incriminate 
themselves. Now you appear and back them up. 

My question is do you realize the black eye that you are giving to 
the labor movement? If you were deliberately planning to ‘discredit 
labor unionism as a whole, you could not do more than what you 
are doing now. It is a dishonest thing you are doing, sir. The great 
labor movement is not entitled to this type of treatment. I would 
imagine that Dave Beck would be just as anxious, he should be just 
as anxious, to dig out the crooks, the goons, the forgers, those who 
are stealing and misusing the funds of the laboring man. He should 
be just as anxious, you should be just as anxious, to have that un- 
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covered and dug out, and have the proper prosecutions as any member 
of this committee. Do you agree with me on that, or are you going 
to refuse to answer again ? 

Mr. Moun. The only statement I have made, the only statement 
I am going to make, Senator McCarthy, is that after studying the 
matter I am conscientiously convinced that this committee does not 
have jurisdiction over the subject matters that are now under dis- 
cussion in this committee, and for that reason I refuse to answer. 

Senator McCartuy. Do you think the Congress has the right to 
ask the type of questions we asked this morning and get an answer 
to them ? 

(The witness conferred with his counsel.) 

Mr. Moun. I am going to refuse to answer that, and any other 
questions in connection with this hearing, for the reason that I have 
stated. 

The Cuarrman. Mr. Mohn, you are under oath from the Chair and 
you are directed by the Chair to answer these questions. 

Mr. Moun. I refuse, Senator, on the grounds I have stated. 

The CHarrmMan. You will be under continuing orders and instruc- 
tions to answer these questions so long as you remain on the witness 
stand. 

Senator McCarruy. I stepped out of the room for a moment. I 
did not get the identification of counsel. 

Mr. Wo... My name is J. Albert Woll, Senator McCarthy. 

Senator McCarruy. Are you on a retainer from any labor union, 
or from the teamsters, specifically ? 

Mr. Wotu. Yes. 

Senator McCartrny. An annual retainer? 

Mr. Wo... Yes. . 

Senator McCarrny. That retainer, of course, comes out of the 
pocket of the workingman, is that right ? 

Mr. Wo xt. I know the check for my retainer comes from the Inter- 
national Brotherhood of Teamsters. 

Senator McCarrny. You know the funds come from the working- 
man @ 

Mr. WoL. I would assumeso. You know that also. 

Senator McCarruy. Let me ask you this, and this is no reflection 
upon you, do you think that a lawyer who is on a retainer, being 
paid by the laboring man, can ethically represent an individual, and 
[ am not speaking of this witness now, who is accused of stealing 
funds from the same laboring men who are paying that lawyer’s fee? 

Mr. Wott. I could answer you this way, Senator. The only ques- 
tion involved here is the authority of this committee to proceed in 
this particular matter. There is no attempt here to conceal anything. 

Senator McCartHuy. What? 

Mr. Wott. There is no attempt here to conceal anything. The only 
answer that has been made is that a sincere objection and question 
was made to the authority of this committee. 

Senator McCarruy. You are wrong, sir. 

Mr. Wo... In so exercising that right, we are acting as citizens 
of the United States and have the right to be protected. 

Senator McCartuy. Let me correct you. Witnesses have appeared 
liere all morning, and yesterday, who did not question the jurisdiction, 
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but said “I refuse to answer on the ground the answer might tend 
to incriminate me. I refuse to answer on the ground that the answer 
might tend to incriminate me. I refuse to answer on the ground the 
answer might tend to incriminate me.” There was no question of 
jurisdiction. So do not tell us what we have heard, Mister. We 
hens been here. 

I ask you now as a lawyer whether you think that a lawyer who is 

aid by the laboring man should sit here and represent a goon, and 
Sa that term advi isedly, a goon who has been labeled as a forger 
by the FBI, who refuses to tell what he has done with the money he 
stole from that laboring man. Do you think that is a proper repre- 
sentation? Do you think the labori ing man is getting a proper repre- 
sentation, when the lawyer gets up here and protects the man who is 
stealing the money from the laboring man ? 

Mr. Wout. Are you suggesting now, Senator, that I should in- 
quire into the ethics of the bar association to determine what my 
duties are as an attorney? I think I am quite competent to know 
what my duties are. 

Senator McCartny. I have asked you a simple question. 

Mr. Woot. Yes; but you have asked a very unfair question. 

Senator McCarruy. Is it unfair to ask you whether you think a 
lawyer can represent both the laboring man whose money is being 
stolen and the man who has stolen the money ? 

Mr. Wot. First of all, you make an assumption with which I can- 
not agree, in what you say. The second thing is that the laboring 
men formed the organization through their democratic process. They 
have conventions, they elect officers ¢ of a local union. They are carry- 
ing out the functions of a labor organization through the democratic 
process. I think representing a labor organization is an honorable 
thing todo. I think it isan honorable profession. I am not ashamed 
of it at all. As far as I know, there is no code of ethics of any bar 
association that prevents me from representing labor organizations. 

Senator McCartuy. Will you answer my question ? 

Mr. Wott. I have answered the question. 

Senator McCarruy. You have not. 

Read the question to the counsel. 

This is a very important question. Under the rules of no court 
could you have a man appear and represent both sides of a contest, 
and there is a contest between the man who has stolen the money and 
the man from whom the money was stolen. 

You have heard the testimony here which I am sure has convinced 
you that there is forgery, misuse of funds. I merely ask you the 
simple question : Do you think that someone can be paid by the labor- 
ing man and represent the man who is accused of misappropriating 
his funds? 

Mr. Wort. I resent very deeply the whole tone, the implication, 
and the manner of your question, Senator. I do not think I am here, 
unless the Government Operations Committee now decides it would 
like to investigate the Bar Association of America. I certainly will 
say again to you that I feel representation of labor organizations is 
an honorable thing —— 

Senator McCarrny. I heard that speech, and I agree that repre- 
senting a labor organization is a perfectly honorable occupation. But 
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I merely ask you the question now. We are not questioning your right 
to represent a labor organization. 


Mr. Wott. No; but you are questioning my ethics in representing 
them. Iresent that. 

Senator McCarrny. Do not interrupt. I merely ask you a ques- 
tion. This committee has to decide that question. As a lawyer rep- 
resenting the teamsters union, we would like to get your advice on 
this. This isa simple question: Do you think that a man who is paid 
by the laboring man can come here and represent the individual who 
is accused of misappropirating that same laboring man’s funds? 

Mr. Wott. Senator, we are here today questioning Mr. Mohn for 
the purpose of determining certain things. Mr. Mohn has taken the 
position that this committee does not have the jurisdiction to wo we 
into this matter. That is the only subject that I will be happy 
discuss with you, not the matter of whether or not you believe Beer I 
enjoy a good ethical reputation or I conduct myself in an ethical 
manner. 

Senator McCarrtuy. I am going to try and make him answer this 
question, if I can. 

The Cuarrman. I do not think you can make him answer. He is 
not a witness. 

Senator McCartny. We are not talking about you. We are talk- 
ing——- 

Mr. Wott. The question was directed to me. 

Senator McCartuy. Do not interrupt me while I am asking the 
question. I am not talking about you; I am not talking about Mr. 
Mohn. We have seen a very sorry spectacle here over the last day 
and a half. We must decide this. I intend to make the motion that 
no man being paid by the workingman can represent an individual 
who is accused of misappropriating the same workingman’s funds. I 
would like to know whether you think that is proper or improper. 

Mr. Wott. Has it occurred to you, Senator, that in coming here 
today and objecting to the jurisdiction of the committee on honor- 
able grounds is not working for the workingman? It would seem to 
me that any time a citizen honestly feels that a committee of the 
Senate does not have the authority to inquire into those matters he 
should be entitled to make that claim without being castigated by the 
Members of the Senate. 

Senator McCartruy. Will you read the question to the witness and 
see if he will answer ? 

(The reporter read from his notes, as requested. ) 

Mr. Wott. I think it is imprope 

Pardon me. You had a wey d question there. There was some- 
thing in the question I didn’t catch. 

Read it again, please. 

(The pepoetes read from his notes, as requested. } 

Mr. Wott. Senator, are you speaking of ethically or are you speak- 
ing of under the rules that you may have or some rules of the Con- 
gr ess? Are you speaking of ethical matters again ? 

Senator McCarruy. I am asking you tke simple question of whether 


you think a man can represent the thief and the individual whose 
money was being stolen ? 


KST9TO OST 3 
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Mr. Wot. Who do you identify as a thief? 

Senator McCarruy. I am just asking you the question. I am not 
identifying anybody. Yad 

Mr. Wott. Iam sorry. I cannot answer an abstract question like 
that. 

The Cuarrman. Let us proceed. a 

This is not testimony, but just colloquy, with expression of opinion. 

The Chair wishes at this time to insert into the record a letter 
received from the Department of Labor. I shall read excerpts from 
it, but the letter will be printed in full in the record. 

It is addressed to the Chairman, Committee on Government Opera- 
tions, Senate Permanent Subcommittee on Investigations, United 
States Senate, Washington, D.C. It is dated January 16, 1957. 


In response to your letter of January 7, 1957, requesting photostatic copies of 
reports filed with the Department of Labor under Public Law 101, copies of the 
following have been furnished: 

1. International Brotherhood of Teamsters, Chauffeurs, Warehousemen & 
Helpers, Washington, D. C. 


The Chair now makes those photostatic copies referred to in the 
letter exhibit No. 21 for reference. 

(The documents were marked “Exhibit 21” for reference and will 
be found in the appendix. 

The Cuarrman. I read further from the letter at this time, and the 
whole letter will be printed in the record: 


The following organizations have not filed with the Department of Labor: 


and No. 2 listed there is “Western Conference of Teamsters, Seattle, 

Wash.,” but the International Union has filed, and those are copies 

of it, and those are what the committee is undertaking to inquire into. 
(The letter referred to follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, January 16, 1957. 
Hon. JOHN L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
Senate Permanent Subcommittee on Investigations, 
United States Senate, Washington, D. C. 


DEAR SENATOR MCCLELLAN: In response to your letter of January 7, 1957, 
requesting photostatic copies of reports filed with the Department of Labor 
under Public Law 101, copies of the following have been furnished : 

1. International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers, Washington, D. C. 

2. Joint council: No. 28, Seattle, Wash. ; No. 37, Portland, Oreg. 

3, Local 174, General Teamsters, Seattle, Wash, 
ne Local 472, Inside Brewery Workers, Warehousemen and Helpers, Seattle, 

Jash. 

5. International Union, Allied Industrial Workers of America, AFL-CIO, 
formerly known as United Automobile Workers of America of Milwaukee, Wis., 
and Beverly Hills, Calif. 

6. Local 227, Allied Industrial Workers of America, formerly United Auto 
mobile Workers, New York City. 

. 7. Local 223, Grocery, Meat, Motorcycle, and Miscellaneous Drivers, Portland, 
reg. 

8. Local 324, General Teamsters, Salem, Albany, Corvallis, Lebanon, Newport, 
MeMinnville and vicinity, Oregon. 

9. National Trade Division of Laundry, Linen and Dry Cleaning Drivers, 
Seattle, Wash. 

10. Local 961, Line Drivers, Denver, Colo. 
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The following organizations have not filed with the Department of Labor: 
1. Joint council: No. 42, Los Angeles, Calif. 
. Western Conference of Teamsters, Seattle, Wash. 
Joint Teamsters Building Association, Portland, Oreg. 
Joint Teamsters Building Association, Seattle, Wash. 
Joint Council No. 28 Promotional League. 
. National Automotive, Petroleum and Allied Trades Division, St. Louis, Mo. 
. Joint Council No. 28 legal fund, Seattle, Wash. 
. Joint Council No. 28 legislative fund, Seattle, Wash. 
. Joint Council No. 28 donation fund, Seattle, Wash. 
10. Joint Council No. 42 public relations division, Los Angeles, Calif. 
11. Western Line Drivers Association, Los Angeles, Calif. 
Sincerely yours, 


© GOI C2 Cl we Co fo 


« 


JAMES P, MITCHELL, 
Secretary of Labor. 

The Cuarrman. Let me see one of them a moment. 

Mr. Mohn’s name is mentioned in there as an officer, and receiving 
compensation. This is filed under the law, the law requiring that it 
be filed. One, particularly, and I have not checked the others, filed 
on December 31, 1955, in compliance with the law, the report, if accu- 
rate, shows that Mr. Einar O. Mohn is one of those officers, trustees 
and agents of the international organization, and that he is receiving 
a salary in excess of that amount required to be reported under the 
law. 

(At this point, Senator Symington entered the hearing room.) 

The CuatrmMan. Yesterday, I believe, Mr. Mohn testified before 
this committee that his official position in this organization was that 
of vice president or executive vice president—the record will reflect 
it accurately—and said he was assistant to the general president in 
that capacity. For that reason, the administration of government 
and the law as enacted by the Congress are subject matters for this 
committee’s consideration. It is charged specifically with the duty 
of studying government at all levels, to determine its economy and 
efficiency. The committee is pursuing that responsibility in an effort 
to determine whether the reports are being filed properly; whether 
they are being administered properly when filed; whether the law is 
being administered properly to get the reports, and to take such action 
with the reports when complying with the law as required; to ascer- 
tain whether these reports are true or false; what the Labor Depart- 
ment and the National Labor Relations Board is doing about it to 
ascertain whether they are true or false; to find out whether this 
(;overnment is being imposed upon, and whether, since they are tax- 
exempt, the funds of labor unions, which are being misappropriated 
and diverted to personal use. If so, certainly those funds should not 
be tax-exempt. 

Government has a vital interest in this problem and in the operation 
of labor unions, whether they are operating within the law, whether 
they are conforming to the present statutes, whether those statutes 
are sufficient to bring about economic and efficient operation of 
government. 

We have the documents here showing Mr. Mohn’s relationship, to- 
gether with his testimony yesterday, and for that reason the com- 
mittee undertook to pursue its examining into these things. 

Therefore, the Chair holds without any equivocation that the com- 
mittee does have jurisdiction to question labor officials, particularly 
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one in a position Mr. Mohn has testified he occupies, to ascertain 
whether the law is being efficiently administered with respect to its 
application to the unions and to those officials. That is the position 
that the Chair has taken. 

The committee sustains the Chair in that position. For that reason, 
we would be derelict in our duty if things came to our attention that 
indicated there was inefficiency in that agency or that department of 
government, or that the economy of government was being involved, 
or being impaired, by the failure of laws to be properly administered, 
or by the violation of those laws by those who are required to comply 
with them. Certainly, this charge and duty is imposed on this com- 
mittee and makes it impelling that this committee, if it performs its 


duty and the functions that it was established to perform, must pursue 
inquiries of this nature. 

Are there any comments? 

Senator Munpr. I have a question. 

The CHarman. Senator Mundt. 

Senator Munpr. Mr. Mohn, it seems to me that inasmuch as you 
have volunteered the advice or counsel to this committee that you do 
not think we are the proper tribunal of Congress before which you 
should testify, and you rest your whole case on that presumption, 
I want to ask you this quesion, and I think you owe the comment to 
us since you have made the earlier one. 

Is it your position that Congress, itself, has no right to inquire 
into the affairs that we are attempting to inquire into in this com- 
mittee? 

(The witness conferred with his counsel.) 

Mr. Moun. I honestly believe, Senator Mundt, on that question 
directed to me, in view of my position that I sincerely don’t believe 
that this is the committee before which to discuss these matters, for 
that reason I am going to decline to answer the question. 

Senator Munpr. But you leave the implication, when you answer 
that, that you do not think Congress itself, as a branch of the Gov- 
ernment, has any right to inquire into these affairs. That is not asking 
you to name a tribunal, that is asking you whether you believe 

Mr. Moun. I have said nothing to impune the integrity of this 
committee, or the Senate or the Congress, and I am going to refuse 
to answer any questions, because I don’t believe this committee has 
jurisdiction. 

Senator Munor. I am talking about the powers of the United 
States and the teamsters union. You tell us that you do not think the 
teamsters union comes within the jurisdiction of this committee, that 
anything you do falls outside the jurisdiction. I am asking you now 
if you feel that the teamsters union is so powerful that none of its 
affairs comes within the jurisdiction of Congress at all. I want you 
to answer the question as to whether or not you think Congress, as an 
institution, has any right to inquire into whether or not you are com- 
plying within the law or whether you are deceiving the people who 
are paying dues into your organization. 

I want you to answer whether you feel you have any duty to comply 
with the laws. 

Mr. Moun. Senator Mundt, I am sure you, as a Senator, under- 
stand the importance of jurisdiction. I know we do in the labor 
movement. 
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Senator Munpr. I am not asking about jurisdiction. I am asking 
whether you think the teamsters union comes within the jurisdiction 
of Congress. I am not asking you to name any other committee. I am 
trying to probe your mind and see whether or not the teamsters union 
has become so intoxicated with power that they feel they are stronger 
than the entire Congress of the United States. Maybe you feel that 
way. I do not know. If you do not, you can say no, you recognize 
the jurisdiction of Congress, but this is not the proper committee. 

Mr. Moun. I don’t think it is the proper matter to be discussed, 
because I don’t think this is the proper committee to discuss those 
matters with. 

That is my answer. 

Senator Munpr. It is certainly the proper committee to ask you the 
question, and receive an answer, because you have already gratuitously 
volunteered the counsel that you think this is not the committee. 

Mr. Moun. Right. 

Senator Munpr. I want to know whether you think there is any 
committee, or whether you think Congress as a whole has any jurisdic- 
tion over these affairs. 

Mr. Moun. I am only refusing to discuss that, under the present 
circumstances, with this committee. 

Senator Munpr. I am just asking you the question of whether you 
think Congress, as such, has any influence. 

Mr. Moun. I think the question 

Senator Munpr. Your standing mute on that implies that you de- 
duce from your first statement the generalization that you are stronger 
than the entire Congress. 

Mr. Moun. That is not a question. I think that is an opinion. 

Senator Munpr. I will put it in the form of a question. Do you so 
hold? 

Mr. Moun. I am not going to discuss these matters before this com- 
mittee. I have tried to respectfully state to the committee, in my 
honest opinion, my belief, this is not the proper committee that has 
jurisdiction over the matters that they are now going into. 

Senator Munpr. That is only half of the story. I am asking about 
the other half. 

Mr. Moun. I decline to answer, Senator Mundt. 

Senator Munpr. It has been my own personal belief for many years, 
Mr. Chairman, that our Federal Government was too strong, too 
powerful, and too inclusive in its activities and operations. I still elin 
to that belief. But I must say I have been shocked, saddened, an 
distressed by the kind of testimony I have heard in the last day and a 
half, and the strong implications one gets from the silence of Mr. 
Mohn when asking a question such as I have asked him. Now I be- 
lieve that in this area, certainly, it is surely indicated that we need 
some new legislation, if they are going to hold that position and make 
it stick, or we need some court decisions, or, if necessary, an amend- 
ment to the Constitution. I certainly do not believe we should have 
grow up among us an outfit so strong that they can defy the whole 
Congress of the United States, while subordinates of theirs are quite 
obviously stealing funds from honest working people. 

We have the clear-cut evidence of the FBI that there has been 
forgery, and that that forgery has been part of a process of stealing 
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the funds that workingmen paid, for the benefit of certain individuals 
in the organization. I certainly will not accept the theory, which is 
inherent by what Mr. Mohn has said, and by the silence he has adhered 
to, that the teamsters union or any other group like that is so stron 
they can defy the entire Congress of the United States, and thum 
their noses at all legal authority. 

The Cratrman. Would not the Senator agree with me that when 
they are required to file reports under law with a department or agency 
of this Government, that this committee, under its duty, charge, and 
responsibility of studying government at all levels, has the responsi- 
bility, if it performs its functions for which it was created, to inquire 
into whether the law is being administered efficiently or economi- 
cally, and whether the Government, by those reports, is being imposed 
upon ? 

"Renatos Munpt. There is no question in the world about that. Your 
whole law becomes futile and useless if you deny the Congress the 
right to see whether the law is being enforced. Certainly it is strange 
philosophy we have been listening to from these two gentlemen this 
morning. They seem to have the power to tell Congress it has no 
authority to check into the honesty, the efficacy, the efficiency, of the 
operations which occur under the law, and whether or not the reports 
that Congress says they have to make are actually honest, faithful 
reports, or simply deceptive documents to defraud the people. 

The CuarrmMan. Counsel? 

Mr. Kennepy. Yesterday, Mr. Mohn, you appeared and stated you 
wanted to wait until you advised with counted ‘shore you testified ; 
is that correct? 

Mr. Moun. That is correct. 

Mr. Kennepy. So you have advised with counsel, have you, prior to 
coming up here? 

Mr. Moun. I did. 

Mr. Kennepy. Mr. Woll, you are also counsel for the AFL-CIO, 
Mr. George Meany ? 

Mr. Wout. That is correct. 

Mr. Kennepy. The position taken by Mr. Mohn is on your advice. 
Would you say this is also the position to be taken by the AFL-CIO? 

Mr. Wott. I have no authority to speak for the AFL-CIO. On this 
matter I am merely advising Mr. Mohn, not the AFL-CIO. 

Mr. Krennepy. We have had conferences with high officials of the 
AFL-CIO over the past month, and they have pledged cooperation. 
They have told us that any records or books that we want to look 
at, they will be glad to cooperate. That has come directly from Mr. 
Meany. I did not want the implication that since you were also their 
counsel that this was going to be the position taken by the AFL-CIO, 
but just the position of the International Brotherhood of Teamsters. 
a Mr. Wort. I have no authority whatsoever to speak for the AFL- 

IO. 

Senator McCartuy. I think Mr. Meany would be just as sick of the 
conduct of these people as the committee is. I do not believe Mr. 
Meany would wish to cover up deceit, frauding, and forgery. I am 
sure he would not. 

Mr. Kennepy. As I say, again and again they have pledged their 
cooperation to the committee. 
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The CHarrMANn. Before the witness leaves the stand, because Mr. 
Beck’s name has been mentioned as head of this union, as these re- 

rts show, reports of officials, reports filed with the Department of 

bor, and I believe it is common knowledge that he is; the Chair has 
had some communication with Mr. Beck. 

Until some further evidence is adduced, I will not place these docu- 
ments in the record, because there has not been one bit of evidence yet 
introduced pertaining to this. I will state the substance. 

I received a telegram from Mr. Beck dated December 28, 1956. I 
think that can be placed into the record at this time, though it does 
not refer to the matter that the Chair has alluded to. It states his 
schedule. We worked out an arrangement with Mr. Beck whereby 
he would be present here today to testify. At the time of this tele- 
gram, December 28, he was slaaien a trip overseas, which he has 
made. The committee did not subpena him to be here today, with the 
understanding that he would be present. I refer to my letter of Jan- 
uary 5, which was handed to Mr. Beck by the chief counsel of the 
committee after a personal conference with Mr. Beck in which these 
conditions were agreed to. It was stated that he would be here, ex- 
pected to be here today, and, therefore, we did not serve a subpena on 
him. 

It was with that understanding, that he would respond by invita- 
tion, that he did not receive a subpena. 

Today the Chair received a telegram dated yesterday from Seattle, 
Wash. This will go into the record. It is addressed to the Chair, 
Senator John L. McClellan, Senate Office Building, Washington, 
D. C.: 

In compliance with doctor’s instructions I am unable to accept your invitation 
to appear at Washington, D. C., before your subcommittee Friday, January 18. 

Signed: “Dave Beck.” 

That does not indicate whether he will gladly appear in the future. 
I do not know at this time. I do think he should be present at these 
hearings. I extended him the invitation, and I told him there might 
be some references that would be personal to him that he might want 
to have an opportunity to explain. So he has been accorded the in- 
vitation, and the committee understood from him that he would come 
and be here today, as his wire clearly indicates he had agreed to, and 
now I have received this other wire. 

I know nothing about his physical health at this moment, other than 
just what the wire says. If he were under subpena, we would pursue 
it, of course, to have a doctor’s certificate, to keep the record clear. He 
was able to make a trip overseas, but he may have since become ill. 
The Chair does not know. 

I should think he would want to be present at hearings like this; 
at least to follow them. If he does associate himself with Mr. Mohn, 
of course he does so, maybe by implication; if he does not advise the 
committee differently from the action Mr. Mohn has taken, if he does 
associate himself, that will become a matter of knowledge. I think 
we can soon determine that. 

I shall communicate with Mr. Beck further, to ascertain what day 
he believes it will be convenient for him to appear, or if his state of 
health is such that he thinks he will not be able to appear at any time 
in the future. 
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Except for the fact that I was assured he would be here today, he 
would have been served with a subpena. 

Mr. Kennepy. Senator, that must have been based on your assump- 
tion about the fact that he had agreed to be here today, based on a 
conversation with me. 

The CHarrman. I had a personal conversation with him on the 
telephone in addition to that, and he told me he would be here today. 

Senator McCartnuy. May I ask Mr. Mohn one question ? 

Mr. Mohn, will you see that Mr. Beck gets either a copy of the testi- 
mony here or a complete report of what has been disclosed here the 
last day and a-half? Then he will be aware of that when he appears 
to testify. Or do you refuse to answer that? 

Mr. Moun. No; I am not going to refuse. If we believe it to be 
necessary, it will be done. 

Senator McCartuy. Do you believe it is necessary ? 

Mr. Moun. That I am going to refuse to answer. 

Senator McCartuy. In other words, you are not going to tell us 
whether you will see that Mr. Beck gets a report on what occurred 
here ? 

Mr. Moun. Whatever is necessary we will be glad to do. 

Senator McCartuy. I want to know whether you are going to do it. 
I think it is very important that Mr. Beck know about these various 
witnesses that have appeared, and that he know about the FBI reports 
of forgeries, the misappropriation of funds. He should know it ahead 
of time so he can study it and be prepared to testify. I am asking you 
a simple question. Are you going to see that he gets that information ? 

Mr. Moun. If it becomes necessary in our opinion, he will certainly 
get it, Senator. 

Senator McCartmry. Is it necessary, in your opinion ? 

Mr. Moun. That I will refuse to answer. I can’t see any particular 
point in that question, Senator. 

Senator McCartuy. You do not think that it is important that Mr. 
Beck be apprised of what men like Santa Maria and the others who 
appeared om testified to and refused to testify to; you do not think 
it is important that Mr. Beck have that information before he appears? 

Mr. Moun. I don’t believe I desire to discuss that, Senator. 

Senator McCartuy. Pardon? 

Mr. Moun. I don’t believe I desire to discuss that. 

Senator McCartuy. I am not going to spend any more time with 
this, but, Mr. Mohn, you and the other witnesses who have appeared 
here, if you had deliberately set out to try and give the labor move- 
ment a black eye, you could not have done a more effective job. I just 
hope that the American people who see this on television and who 
read the news stories, realize that the individuals who testified here 
have disclosed very clearly that they do not have the interest of the 
actual working man at heart; that men like Santa Maria and the 
others who have been forging checks and taking the money and re- 
fusing to tell what they are doing with the laboring man’s money 
certainly do not represent and are not typical of the rank-and-file 
leadership of labor in this country. 

The CuHamman. Any further questions? 

Mr. Mohn, you will remain under your present subpena, and be 
subject to being called by the committee at such time as it desires to 
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hear from you further. A reasonable notice will be given to both 
you and your attorney. I believe you both live here in Washington. 
wee that, you will be excused until further notice. Thank you very 
much. 

The committee will stand in recess until 2 o’clock. 

(Present at the taking of the recess: The Senators McClellan 
(chairman), Symington, McCarth , and Mundt.) 

(Whereupon, at 12: 28 p. m. Friday, January 18, 1957, the committee 
recessed, to reconvene Saturday, January 19, 1957, at 10 a. m.) 
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Exuisit No. 21 


Pasir Brew XA ae Re 
* ene ; Se dom : ee, 


AWE M ee leu . ee : : Sauk ee oe "RE a 
uf q Labor « Crgeinlaiss Registration Pelee 
} } Public Law 101—S0th Congress 





Te: Bureau of Labor Standards, ae 
United States Depertment of Labor, Washington 25, D. C. 


Seetion 9 (f} and ig) of the Labor Management Relatieus Act, 1947 (Public Law No, 101, 80th Congress, 
Jet sess.j, requires Uiat the following information be filec with the Secretary ef Labor and kept ap te date 
annually, before the Nationa! Labor Relations Board is authorized on petition or charge of a labor organiza- 
tion to take certain uctiou in representation and unfair laber Practice casen or in requests for election on a 
union shop. This reprt srast. be filed pot only by any labor orgatizetion desiring to raise any euch question 
before the Board, but also by any national or internaijonai labor urgmuization of which «ach labor organiza- 
tion is an affiliate or comatitaent part. 


CHECK ONE: First filling Subseyuent fling A * 


1. Full name of organization LNTSRBATAONAL EBNOTHSANOQD Of TRAMATEAS, CHAUFFEUNS, 


\ Sem eeue tteat tumgher a san? 


WAREHOUSEMEN AND EELPRES OF AMBHICA 
2, Principal business address 100 INDIANA AVENUE, Gi. W, WASHINGTON 1, D. iy 


Brews EOE. Soma hated 


3. Name and address of parent natianal or international union 


(THE ABOVE ORGANIZATION 1S AN INTERNATIONAL UNION) een Ot OD 


4, a) List the names, titles. and compensation ard a) lowsnces of your three (9) principal officers who served 
during the preceding fiscal year, Indionte the manner in which trey are elected or appointed or other- 
wine aclected. 


Toted compensation wad How 


Name Tiete sliowaner« for the year svertod 


th) Uist the names, tithes, and campenas!ion aad allowances of all ofter officers or agents whose compensa 
tion and allawances for the proceeding tiacal roar exor-csied $4,000. Indicate the mannor in which such 
Otheers or agents cre lected or appointed or otherwise elected. If none, check [} ; 


- Puint ompcdontion end Rew 
Nome Mth alhosie naee'y ae Reyer’. wel steed 
(SEE ATTACHED List) “yet 
ee 
ag * 
xt ee 3 ¥ 
Ee “ 


Nove.—4f there has meer nn change in the information requested im Hume & through 7, inclusive, «ines the inat report fled 
with the Secretary of Labor, the words “ne change” rany br wired. 


inis fee or fees which pain are menentoah to pay 0 joke union is€ SES ANT. A, SECTION 
3 bn Fe Y OL attached ty , 


Para SHR aia ie tag ame as 


ote Bee footnote.) 


aah peer, ae) 


STs Saw a © eatinical or taesriatinnnl ittcn. veel s ay seigolation mantding Seo: dues), 


Nova.If additions) space neaded te suxwor questions, aitacl extra sheet of paper marked with corresponding numbers. 
6 hanes 
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apl of the constitution und bylaws of your organieetion ix required to accompany this registration form 
on the initial pling: i must alsa be sabmitced with subsequent Mliega if it has been amended in ony way. 
Pipase indicate which pars wzrapha or aeetinns af your constitution and bylaws xhow the proceedure a 
with respect ta the items fisted belaw. [f your constitation duce not cover each of the itema specifigl, 
detailed statement explaining the procedure followed by pour organization With reapect ta the i ie 
coveral shoud be attached te tig reply form aad marked with the corresponding items numbers. 











<< 


{9} Qualifications fax oy restrigtion mambo SEE - t. IL SEQTIGON 1, SECTION ¢ (a} 
ta (¢) inns 3 if TCH ta {b; Mey Pees Be ; and 3 

th) Election of Fico rh RE dstcvants SES ART. IX. SECLION 48, pe 6,. ARTICLE IV 
SECTION 1 {a} (b}) (¢) SECTIGN-2 pes 11 & le i 

fe} Cabling of rey ne and : at meetin. Suk itl ys, Ld, SECTION 1:2 Zr 3y45 5 OsT 
pee. 6,7,8 & Yc ART. XLV, SECTION & & skerre re Ss 

{¢) Levying of asseaementa SRE ART. TON 2 gm 30. 


{¢} tupeaition of fires SEK ABT. XVIIT SECTION, . {ah te, , pes, 64,05 & O6. 
(/) Authorisation for bargaining demat nis SEE, ART, XLT SECTION. 12 [a {b) {ce} f8) 


particgulasiy PION fo} pee 44 & 445 



























ig) Rati “of cmitract terme SEK ART. AIL SECTOR 12. {a).(b). (634g) 
k & 4 
. , Aut wation for atrikea SEK ART 4 NA: SECT LUN, 4 be Le, ART. XIL, SECTIOg 1 
to dk & ta 44 re . ; 
vey raat OF tes dint " t d gy "3 é ee BY e 
ak’. TOR oe oe akon of umn fa Pat ee ae TPE ca a7 & 38 





(3) n financial transactions SEE SRT,. VI SECTION.9.pe 21, ARTICLE VIII 
SECTION 13 pee t 


peoysg ical bo i ae ER Re Pete B* i TA Pa Hrtollbnous 


OF, iY ac pilaion af” members and the gromuts therefor , SEH, ART. XYITL, pga. 57 Le. £9. 


A Submit with this regutration a report shiwsing (a) the beginning and closing dates af your fiscal year; {b) 
all of your receipts of any kine { atul the senrces of such receipts for the fiscal year; {c) your total axsete and 
linhilities aa uf the end of your last faecal year; and-(d) your disbursements made during such fiscal year, 
inciading the purposes for which made. (SEE ATTACHED REPORT } 

The annual Suancial report prepered by most anions may be used for this purpose as long aa report contains 


the above infurmation, Where the anion’s ansieal inantial report ia not used, the follawing form may be 
suse < ‘ : ie 


Financial report for preeeding fiscal year (12 mos.) from ae 
Reeeipts faxruerermante 
(1) Duce is og eae (1) Per capita tax and aasesamenta 
#42) Fees ; ee ee ee ee (2) Salaries 
(3) Fines. . 8, ARR a Sew : (3) Allowances 
(4) Assesamenta . + ee {4) Taxes {Feeleral and State) 
(5) Other (apecifys ‘i _. & 15) Other («pecify) siscetlbibeaeaiiiidoaseass 
OTA, a Rk eS a ee TOM i See sneuaisijibsoninenni 


(6) Total aserts at ond of fecal year (cash, investments, praperty, ete.) 


(7) Total liabilities at end of fiseal year (per capita or other taxes owed, other outstanding debta) 
If no autstanding liabilities, check [). 


I, a duly authorized official of the shovenamed union, certify that the information sutsnitted herewith 


true to the best of my know lexge and belief, 


Renetucet 





MARCH 2O, 1953 


JOHN - _ENGLISH, GENERAL SECRETARY - 
iKifteiet reaibant TREASURER 
If telegraphic service ie requested in connection with thin fling if maat be at your expense. 


© RB WUPERRERE? oRTCES BERK NID REE a 
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MAgcH 20, 1953. 
SUPPLEMENT TO LABOR ORGANIZATION Form (NLRB) 


4. (a) Dave Beck, General President: 


aa te ssica a edn icialaadeclb $26, 628. 50 

SN nachna cantn see aed alienate aoteicouscass senses enisin wee — 7,889.25 
John F. English, General Secretary-Treasurer : 

a a cali a emseipinecniiaee $1, 212. 50 

I is crtustits iithinitan- ccnene ters endmatinantn nie inianmian ge mpecre ete 4, 981. 06 
Daniel J. Murphy, First Vice President: 

cla kc ace a ak 2, 555. 00 

NI icici clin Saat cite len ck ial aa kacniglensiateasiiginsabepeinincnmininctien 2, 123. 27 


The above three officers are elected by convention in accordance with pro- 
visions of the International Constitution, article IV, sections 1 (a), (b), (c) 
and section 2, pages 12 and 13. 

(Received March 24, 1953, by Bureau of Labor Standards, Department of 


Labor.) 
Sec. 4 (B), Supplement to Labor Organization Registration Form (NLRB) 








Name and title Compensation and Manner in which selected 
allowances 
Dave Kaplan, statistician. ._............--- Art. [X, sec. 8, pp. 29, 30....| Art. IX, sec. 8, pp. 29, 30. 
Francis Murtha, statistician_..............--]....- ee Do. 
I a a ca cae cinineimensoiomiiniane Do. 
William Mullenholz, chief accountant.......|..... De tisetininiacs scbigicesinis iced Do. 


(Received Jan. 18, 1954, by Bureau of Labor Standards, Department of Labor.) 
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Sec. 4 (b), Supplement to Labor Organization Registration Form (NRLB) 











Name and title Compensation and allow- | Manner in which selected 
ances 
John J. Conlin, 2d vice president. -..........-- Art. V, sec. 1 (c), (e), (, pp. | Art. IV, sec. 1 (a), (b), (ce) 
13, 14 of constitution. and sec. 2, pp. 12, 13, of 
constitution. 
Edward Crumbock, 3d vice president.......|..... eee et ees Do. . 
Sidney L. Brennan, 4th vice president......_|.....do......................- Do. 
John T. O’Brien, 5th vice president. ........|_...- Sicsuachnacimaonateuae ten Do. 
Frank Brewster, 6th vice president___.......}..... i iccisact:sendttncienaltibieiats tes hier Do. 
Thomas L. Hickey, 7th vice president... .___|_.._- ine id aclbesntoe Do. 
William A. Lee, 8th vice president_..........}....-. icntnciinimiintigetmtanned Do. 
Joseph Diviny, ‘9th vice president. .........- a ainaplleeiedietiscaieatnameededlae Do. 
James R. Hoffa, 10th vice president__....._. ecrtanaglllllitandiiiciiiin siaiciniedizaesdas same Do. 
Einar Mohn, 11th vice DIOUNINIIOS 6b Ss cece naclaudes DO iccct ss Medcindducacnodte Do. 
John Rohrich, PNNN GS bos sk tecebss abs ces ete On... eens k. idacdee Do. 
Paul D. Jones, tt ee tecnica td I aieanin stiles ieee Do. 
John Backhus, trustee__ Mi rasuncadaty ps taetecean eee Do. 
John M. Annand, international representa- “Art. V, sec. 1 (e), (f), (g), | Art. VI, sec. 1 ( p. 16 of 
tive. p.14 of constitution. constitution. 
R. J. Bennett, international representative_.|___- la asi tieth boacieddlebnsicdie Do. 
J. R. Braddock, Jr., international representa- |____. ii caaiian enacted oisccdicdenal Do. 
tive. 
Hernry Burger, international representative.|_....do................-.. 2... Do. 
William Conboy, international representa- |____- stile cited a-nnke Celle: Do. 
tive. 
Albert Dietrich, international representative-_|_....do...............---.-... Do. 
Albert Evans, international representative.__|___.. Ct le i a cial tite cell Do. 
Charles Farrell, international representative _|_____  iviintciiaiil cissnantbnlisie dale Do. 
Thomas Flynn, international representative.|.....do..................--.-- Do. 
Clifford Frederick, international representa- |__... iti iterratn anataitindate Do. 
tive. 
W.D. Hancock, international representative_|_____ Se itecchies chchiticihiccucciidnea seis Do. 
Carl Keul, international representative__..___|.....do_.......__- wentielnaipunaaln Do. 
John King, international representative. __...|....- Ci i aclhts nlite sewiicnaakiianis diac Do. 
A. F. MacArthur, international representa- |____- ietisnsithescansbieonzia Do. 
tive. 
Raymond McCall, international representa- |. __.- liniietiienvesssweamediite Do. 
tive. 
Clarence A. Mandoiza, international repre- |____- Ni ssctetinatne wnsintindh tate Do. 
sentative. 
Murray W. Miller, international representa- |_.__. iiinictktdndecdces- ase Do, 
tive. 
Nicholas Morrissey, international repre- |_...- inanietpcka sancsttedate Do. 
sentative. 
Thomas P. O’Brien, international represen- |._...do_...............-- ont Do. 
tative. 
Charles Pendergast, international represen- |_.._. iii tieeetiinianeitienl Some Do. 
ative. 
James R. Ruehl, international representative.|____- icicle es canincmniubinen Do. 
Harold Thirion, international representative_|__.__ lle eicininiatnctiinaidails Do. 
Fred Tobin, international representative._._.|.....do...........-.--... Do. 
Fred Verschueren, international representa- |... - iiniacns tnicaiacdaditieaeiig einen Do. 
tive. 





(Received Jan. 18, 1954, by Bureau of Labor Standards, Department of Labor.) 
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t ! 
Salaries | Allowances | Salaries | Allowances 
Gale F. Murrin-------.-.-- $1, 000. 00 $470. 01 || James R. Ruehl-_---- $10,000.00 | $5, 985. 27 
Francis Murtha-_----.--- 9, 000. 00 4,179.73 || Fred Schutz__------ . 200. 00 |..---- cas 
Thomas P. O’Brien- - -_- 8, 400. 00 7, 045.43 |} John E. Strong_-. : 713, 70 282. 22 
Jobn O’Rourke-_-_------- 411. 00 50.00 || Frank L. Tobin-------- 15, 000. 00 5, 536. 89 
Charles M. Pendergast-- 7, 600. 00 5, 630.02 || Fred A. Tobin----- 15, 000. 00 | 3, 398. 43 
Donald Peters......-.-.- 493. 20 338.00 || Harold Thirion.........| 10,000.00| 4,473.84 
Dis CONE Ws hed tends. 739. 80 773. 14 || Fred Verschueren - - ---- 12, 800. 00 | 7, 404. 67 
| 





(Received Jan. 18, 1954, by Bureau of Labor Standards, Department of Labor.) 


Report of salaries and allowances of officers, organizers, auditors, and statis- 
ticions of the International Brotherhood of Teamsters, Chauffeurs, Ware- 
housemen and Helpers of America for period beginning Jan. 1 and ending 
Dec. 31, 1952, in compliance with sec. 9 (f) of the Labor-Management Relations 
Act of 1947 





Salaries Allowances | | Salaries | Allowances 








i a aeitiiaiale pened = 
| | 

Dave Beck . | $26, 628. 50 $7, 889. 25 || James R. Braddock, Jr $10,000.00 | $7,057. 67 
John F. English me Ty 4,981.06 || Frank D. Brown | 15,000.00} 5, 096. 81 
Daniel J. Murphy---- 2, 555. 00 2, 123. 27 || Leo B. Carter | 2. 666.00 | 1. 590. 05 
John J. Conlin 2, 555. 00 2,195.00 |} W. J. Conboy | 12,000. 00 5, 439. 94 
Edward Crumbock 2, 472. 80 1, 935. 54 || Albert Dietrich | 10,000. 00 6, 673. 20 
Sidney L. Brennan 2, 555. 00 2, 360.39 || M. Ralph Dixon | 5, 250. 00 3, 041. 93 
John .T. O’Brien 2, 555. 00 2, 340. 06 || Albert Evans 9, 200. 00 | 8, 576. 40 
Frank W. Brewster 4, 116. 80 5, 062.61 || Charles Farrell. | 9, 400. 00 6, 898. 77 
Thomas L. Hickey 15, 000. 00 | 3, 552. 33 [| Thomas E. Flynn | 15, 000. 00 5, 431. 14 
William A. Lee 5, 021. 00 | 4, 189.82 || Clifford Frederick -..}| 10,000.00 | 4, 486. 42 
Joseph J. Diviny : 1, 157. 60 667.19 || W. D,. Hancock | 9,125.00 8, 055. 51 
James Hoffa 993. 20 | 324.08 |} David Kaplan | 15,000.00 | 4, 819. 45 
Einar O. Mohn os 15, 000. 00 4, 083. 13 || Carl Keul | 9,400. 00 | 7, 454. 98 
John Backhus 6 200. 00 |--- ee || John H. King, Sr | 10,400. 00 | 5, 854. 10 
Paul D. Jones-_-- 1, 515. 20 | 1, 769. 32 || Robert Lester | 411.00 | 227. 97 
John Rohrich____. 693. 20 342.28 || A. F. MacArthur | 7,000.00 | 7, 182. 03 
Daniel J. Tobin- --- : 31, 666. 66 7,507.80 || Raymond T. McCall__.--| 10, 000. 00 7, ak. oe 
John M. Annand___------| 12,000.00 | 4,161. 56 || Clarence A. Mandoiza | &, 400. 00 | 4, 668. 07 
R. J. Bennett__........-.| 8,800.00 3, 344. 26 || Murray W. Miller. | 4, 000. 00 | 5, 698. 85 
Henry G. Burger-------- | 15,000. 00 3, 271. 86 || Nicholas P. Morrissey 13, 500. 00 | 3, 555. 84 
a) eee ROO lasess os. . || William T. Mullenholz...; 9, 000. 00 |....---..--- 


(Received Jan. 18, 1954, by Bureau of Labor Standards, Department of Labor.) 


Report of receipts and expenditures, Jan. 1 to Dec. 31, 1952 
rn nc pa eniieh oie weeder Serio iad mone $7, 811, 661. 60 


I as aed wanan S060 411.20 
I a a ce se ea __ 4, 0438, 020. 00 
ig icon estan ols 175, 342. 58 
Charters —.--- a 240. 00 
Irn ON RN ccna 484, 600. 00 
I aes 58, 934. 51 
Discount on bonds purchased__----__-___---__-____ 17, 187. 50 
Defunct local union funds.._.........-.....---- 206. 03 


5, 342, 947. 74 


RR idee oad seam ecus ce awens ane newhpaciemanen 13, 154, 609. 34 
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CASH DISBURSEMENTS 


Purchase of U. S. Government bonds__----__-_- 304, 659. 17 
Officers’, organizers’, auditors’, and statisticians’ 

TI iin cacscsansieseiehgoedhinletahatilanee ad lie tle is 473, 007. 16 
Officers’, organizers’, auditors’, and statisticians’ 

GUNS ccc ccdencuisedudnueeeacsenela 273, 5A4. 55 
General office employees’ salaries __......______ 34, 455. 86 
Washington office expense..................... 21, 776. 77 
San Francisco office expense_.._....-.__-__-___ 15, 231. 71 
Chicago office expense... .c..0csin dese si usc 3, 498. 65 
Memphis office expense___..__..._-.___________ 3, 716. 23 
Donations to subordinate organizations__..____ 466, 370. 00 
Organizing campaign expense__....-.--_______- 83, 313. 92 
Office printing and supplies__.._.-_._.._-__._____- 7, 999. 34 
Local union printing and supplies___........__- 126, 145. 17 
IntermAthOmel TOMI cntindienitindtinn 639, 257. 36 
Donations to allied organizations_.._.........__~ 10, 500. 00 
Donations to public CAUSCS.....c..ccnccnscccus 3, 756. 50 
I a ciciiescisic abi scien reece aan ata 8, 386, 00 
Telapnone GHG WHO. cso accacseenuns 19, 878. 17 
Gaeeenl: CEOS TN okie i acne 3, 513. 05 
Per capita tax to affiliates..._.................. 333, 645. 20 
TOROS OE CRT siiiiitintenatdgeinis 4, 376. 73 
Social security and unemployment taxes_____--- 8, 376. 33 
Attorney fees and disbursements___._._._.__-_-- 66, 067. 69 
a ee eee ee 6, 548. 94 
DE saan knits 1, 035. 00 
SI iss nctccanctetnmnaitaintadiendiainieins 10, 339. 60 
BOURIIIE | itt ictal cee. 168. 14 
ea er. eS 5, 479. 66 
Oxpenditures authorized by General Executive 

SEITE. «. ccssach ch Satta niccnsciednehiepigeniacceteliorhanian saline cep iguncaleeaass 20, 829. 24 
I IN i a ee 10, 880. 72 
Premium paid on bonds purchased__-__-__------ 312. 50 
FO | SRS cic cpnictaatnnieitmnonnennteion 17, 57 
IE OE Cla vi cite ck ccc tebiccaidinseneneee 8, 500. 00 
i io a esta eae 3, 030. 60 


Janitor service and supplies..__............... 
Retirement and family protection plan__..----- 
1GT2 CORVERTION  ORDONGR se onicn nc cmticmcncnecame 


3, 455. 35 


256, 420. 59 
132, 122. 29 
$6, 380, 610. 76- 
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6, 773, 998. 58 


(Received January 18, 1954, by Bureau of Labor Standards, Department of 


Labor. ) 


Statement of net worth for the period ending Dec. 31, 1952 


Certificates of deposit: 
er RONG Rn dcccustcaccseceandunemeeae 


Indiana National 3 


Cash on deposit: 
Canadian Bank of Commerce_____---------- 
TT eS ee er ey: 
Peoples National Bank of Washington_-_---~- 
Seattle-First National Bank___-..--------~-- 


Securities : 
Dominion of Canada bonds_._-----..----~--- 
United States savings and defense bonds_-_--- 
United States Treasury bills....._..-.....-- 
United States Treasury bonds_.------------ 
United States Treasury notes__-..-...---.-- 


Net cash and securities, Dec. 31, 1952_..------- 


$50, 000. 00 


000, 000. 00 


$1, 050, 000. 00 


5, 723, 998. 58 


20, 694, 659. 17 
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BBS Se a SSNS £ . 
t : Brute: turers No, 
Ky $ Atpun +} expres. 





Labor Organization Registration Form . 
Public Law 101—80th Congress et 


To: Bureau of Labor Standards, 
United States. Department of Labor, Washington 25, D.C, 


Section 9 if) and {g} of the Labor Managenwut Relations Act, 1947 (Public Law No. 10), 80th Congrons, 
ist pesa.)}, requires that the following information be tiled with the Secretary of Labor and kept up to date 
annually, before the National Labor Relations Board is authorised on petition or charge of @ labor organiza- 

* tien te take certain action in representation and unfair fahor practice cases or in requcets for ciection on a 
gnien shop, This report must be fied not only by any labor organization desiring te raise any such question 
before the Board, but also by any national or international labor organization of which such labor organize. 
tien is an affiliate or comstituent part, 


CHECK ONE: Firat thing Subsequent filing A. 


sort PIONS hee RESO Y TREMEO PES “E12 Re IY © 
1. Full name of organization INTERNATIONAL RROTHERMOOD OF TEAMSTERS, CHAUFFEURS, 
1 Naare t.coed mambo, & gx? 


_WAKEHOUSEMEN AND HELPERS OF AMERICA 


rr) 


Principal business address 2° INDIANA AVE. ,N.W. WASHINGTON 1, PD. ¢, 


{Bivewts % me Btatet 


3. Name and address of parent oaiional ar international union 
(THE. ABOVE ORGANIZATION IS AN INPERHATIONAL BN TG) 


{if none, cheek £3) 


4. (aj Liat the names, titles and compensation and allowances of your three (8) principal officers who servdd 


during the preceding fiscal year. Indicate the manger in which they are elected or appointed or other- 
wise selected, 


0d, Tote! rempencation and Bove 
Mame Tit whtowsemnee fur the poner orleated 
, ee > 
2 (SEE ATTACHED LIST} 
* 
‘ 


ed 


&) Last the names, tithes, and oonpensation and allowances of all other officers or agents whcvae compensa * 
tion and allowances for the preceding fises! year exer eted $5,000,. Indicate the manner in which sock 
@icers or agents are elected or appointed or otherwise selected. If none, chock [) 


Patni witio ‘ 
Weise Titte Petal sompane ction and How 


Stewnners for the gear sclected 


» 


(SEE ATTACKED LIST 





i 





Mort,—If there has deen no change in the information requested ln iteme 3 Through %, inclusive, since the teat report tied 
with the Secretary of Labor, the words “ne change” may be weed 


The initiation fee or fees wh ich new member 8 are required to pay to join union is $ SEE ART, X, SECBION 


a} pe 31 cf attac oT SEG LC UE 5 WN ee ee a ae : 
6. The regular dues or fees which members must pay te remain in good standing are$ SEE. J _X,SAReTOR 
{>} pe 31 and ART. XIV SECTION 2 {a} pe * 

i * (See footnote} *,3 


Bemih. rear. ove 5 


rte case of & mxrional us taturrat tons, uvlon, specify end evgptation segurding: fms ar Gous.t 


Nore —Lf ssiditiona! space needed to anawer questions, attach extra sheet of paper marked with corrmeponding sum bers.. : ey 


a Mame 6 
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‘ 





& “A.copy of the constitution and dylaws of your organization ia required to accompany this registration form; 
on the initial fling; ib net aise be enleited Wah Deore BAN Oe ee 


| Please indicate which paragraphs or sections of your constitution and bylaws show the procedure followed 


idk thageds Wo the themes Hened below. if your constitution does not si ek tool 
» detailed statement explaining the procedure fetlowed by your organization with respect to the items 
i — SN gl toe sak ne 
Qualifications for or reatrictions 


i a i wl] SBCTION 1, SECTION 2 (a) 
to tg) or SECTION 3 (a) (bd) (el Fas. fy sats 


dey teins of cee: ant tempeti, 85%. tat IL Dheths Oo" ON b.. Pex by ARTICLE IW 
SECTION 1 Ca) (b) (co) “pire if Pgs. il & 


mee ; is al 
h.. 0,7 Collins gt regular ape yh t loge Sa as t i SECTION A, ode tebe 6, 7 


3% x PT ON 2 (b} P 
(d)} Levying of apsesamente . . par @RT.. A SE PLO 2 i Be 8 


{2) Imposition of fines . SER 4KT.,X¥i11. SECTLON 9 (a? Lo, (£). Pgs. thy.65-& 6 


. f) Authorization for bargaining demands SER. ART. XLI .SMCTION. 12 fa) 4b)--6e). (a) 
particularly SECTION (c) Pgs. 4+ tae ‘ 
aie Q), Ragipration af contract terma SEB. ABT, X11 SECTION.11 fa) Lb) fe). fa) 08 


A) Authorization for strikes SEH.AKT. VL. SBCTLON | Pe. 15, ART. 2 
to 10, Fes. 30 to te - > iby i y-S8CTHON 1 


{t) Authorization for disherscment of union fonds . SEE AHT Wi, SECTION & Pge.di——— 





Pgs. 


AKT. Vil SECTION Fg. 22, SECTION 6 : + 25, ART. 43 SECT 3 
35. " Audit af waies Kecnealk transactions . Sik aah. Vi " SEGTLON oop! “4 ed ; herbs #7 a1 ; 
SECTION 


(e bi parks i Dik innorance oF other benefit plans THE INTEANATIONAL UNJON Has .NO. ii 
SON FO: Ck On BENEFIT PLANS. THES MATTEHS WITHIN THE aUTOMOMOUS RIGHTS 
OF LOC Al )UNE plier: af rsembers and the grounds therefor . . GE ARS. XVIII Fes. 57-ee-69-— 


%. Submit with this registration a report showing (+) the beginning and clasing dates of your fiscal year; )) 
all of your receipts of any kimi and the sources of sack rec olghe fer the fiscal year; (¢) your total assets and 
liabilities as af the end of your last fineal year: and { a) 3 your disbursements made during such fiscal year, 
including the purposes for which made. (SEK ATTACHED REPORT) 


The annual financial report prepared ty most unions may be sed for this purpose as long as report contains 
the above information. Where the union's anmval financial repart is net used, the following form may be 


.- aed: 
Financial report for preceding fiscal year (12 mas.) from ais nice pseapebeieaam 
Snerer) 
Revespia Thebursements 
é 
7 eee 8 SS Rs ; (1) Fer capita tax and assesaments See 
(2) “Fees eS ee ee RS (2) Salaries 
ee PU ck ee we we (3) Allowances 
(4) Aseessmenta. . . . (4) Taxes (Federe! wad State} 
(5) Other (specify) CRs $ (5) Other (specife) 5 ais 
ON i 6 8 6 Tera aN 
f®) Total asects at om] of fecal year (cavh, inveatsnents, property, et 
(7). Total liabilities at end of fiscal year (per capita or other taxes owed, other outstanding debta} WO . 
Tf no outstanding liabilities, chock 
f,a duly authorize! official of the above-named union, certify that the informatina submitted herewith i« 
true.te the best of my knowledge and belief 
Sy porte 7. Begioa K 
a 3 SY (x ' 
Pos . 
OH i « BHGLISH, oBRENAL SRORE LAL -LREAS USER 


ake) 
Uf telegraphic ~ervice ia requested in connection with this filing it must be a4 pour expense 


9 6 evCOverne peering wr RR 











34 PROCEEDINGS AGAINST EINAR 0. MOHN 


SUPPLEMENT TO LABOR ORGANIZATION Form (NLRB) 


4. (@) Dave Beck, General President: 


I a Rare einai cc ddncikcticasalealin sh apponesie i eeinieuaaicse $46, 286. 16 

a ssi 11, 344. 58 
John F. English, General Secretary-Treasurer : 

ee gina abowkekwe 46, 286. 14 

I ca castes dees veeueeesein 6, 807. 36 
Daniel J. Murphy, First Vice President: 

a a ne aide tana 5, 500. 00 

NN kn a a canna nim ia 1, 614. 03 


The above three officers are elected by convention in accordance with pro- 
visions of the International Constitution, article IV, sections 1 (a), (b), (ce) and 
section 2, pages 12 and 13. 


Report of salaries and allowances of officers, organizers, auditors, and statis- 
ticians of the International Brotherhood of Teamsters, Chauffeurs, Ware- 
housemen and Helpers of America for period beginning Jan. 1 and ending 
Dec. 31, 1953, in compliance with sec. 9 (f) of the Labor-Management Relations 
Act of 1947 

















Salaries | Allowances | | Salaries | Allowances 
|| 
Dave Beck -----------| $46,286.16 | $11,344.58 || Albert Evans____- -| $8, 432.00 $F, 908. 33 
John F. English..........| 46, 286.14 | 6, 807. 36 || Charles Farrell 9, 416. 00 | 8, 822. 49 
Daniel J. Murphy 5, 500. 00 | 1,614.03 |} Thomas E. Flynn : 14, 41¢. 00 9,179.90 
John J. Conlin. _- | §, 554.80 | 1,675.40 || Lewis C. Harkins 8, 750. 00 5, 281.05 
Edward Crumbock..--_- 5, 500. 00 | 876.97 || Carl Keul. -. | 8,616.00 5, 140. 21 
Sidney L. Brennan------- | 6,157. 3, 199. 16 l Raymond T. McCall._- 10, 500. 00 9, 058. 99 
John T. O’Brien 5, 500. 00 1, 957.17 || Clarence A. Mandoiza 7, 700. 00 6, 666. 20 
Frank Brewster ___. 6, 322. 00 4,661.95 || Murray W. Miller. ___- G, 582. 00 7, 511. 47 
Thomas L. Hickey __- 14, 41€. 00 6, 308. 49 || George E. Mock__- &, 000. 00 3, 670. 62 
William A. Lee_.-_____-. 6, 157. 60 3, 900. 44 | Nicholas Morrissey... _- 13, 375. 00 4,914. 55 
Joseph Diviny-_.._.---- | 5, 664. 40 2,032.10 || John J. Sweeney ; 10, 000. 00 6, 428. 74 
James R. Hoffa__..-- ---| 5,000.00 | 1, 236.81 || Harold Thirion_.___...- 9, 832. 00 6, 352. 10 
Einar Mohn..----- -.---| 16,248.66 | 7,901. 57 || Frank Tobin-.- 13, 750. 00 4, 354. 55 
John Rohrich - - ----- ..-| 2,000.00 77. 84 \| Fred Tobin - ---- sai 13, 750. 00 5, 524. 48 
SO ea 2, 200. 00 864. 33 | Fred Verschueren, Sr--- 13, 300. 00 8, 240. 48 
John Backhus. -------- 2, 200. 00 391.21 || Dave Kaplan_._.......-- | 16,082.00 7, 635, 92 
John M. Annand.---.- 11, 666. 00 5,612.20 || Francis Murtha. ._- 8, 916. 00 7, 607. 99 
R. J. Bennett s ed 8, 066. 00 1, 383.20 || William Mullenholz-.--- 11, 500. 00 462. 59 
J. R. Braddock, Jr-_- 10, 750. 00 9, 580.03 || Vernon Hegarty ..--| 6,247. 56 114. 10 
ere Dee... ......-. 13, 750. 00 5,048.76 || Hamilton Bryden, Jr__-.-- 9, 200. 00 224. 21 
William Conboy --------- 12, 116. 00 6, 146.58 || Thomas L. Hughes, Jr_-- 5, 427. 06 103. 50 
Albert Dietrich....-._._- 9, 166. 00 5,042. 44 || Ann W. Kotin._.....--..| 6, 400.00 97. 25 
i | | 











(Received Feb. 5, 1954, by Bureau of Labor Standards, Department of Labor.) 
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Sec. 4 (b), Supplement to Labor Organization Registration Form (NLRB) 





Name and title 


Edward Crumbock, 3d vice president --...... 

Sidney L. Brennan, 4th vice president... __--. 

John T. O’Brien, 5th vice president. _....... 

Frank Brewster, 6th vice president. - 

Thomas L. Hickey, 7th vice president 

William A. Lee, 8th vice president. ____.._.- 

Joseph Diviny, 9th vice president. _____-_--- 

James R. Hoffa, 10th vice president 

Einar Mohn, 11th vice president - - 

John Rohrich, trustee 

Paul D. Jones, trustee 

John Backhus, trustee__- sail 

John M, Annand, international representa- 
tive. 

R. J. Bennett, international representative. _|_ 

J. R. Braddock, Jr., international represen- 
tative. 

Henry Burger, international representative-_- 

William Conboy, international representa- 

tive. 

Albert Dietrich, international representative. 

Albert Evans, international representative - - 

Charles Farrell, international representative_|_ 

Thomas Flynn, international representative. 

Lewis C, Harkins, international representa- 
tive. 

Carl Keul, international representative 

Raymond McCall, international representa- 
tive. 

Clarence A. Mandoiza, international rep- | 
resentative. 

Murray W. Miller, internationa Jrepresenta- 
tive. 

George E. Mock, international representa- 
tive. 

Nicholas Morrissey, international represen- 
tative. 

John J, Sweeney, international representa- 
tive. 

Harold Thirion, international representative. 

Frank Tobin, international representative. 

Fred ‘Tobin, international representative. - -- 

Fred Verschueren, international representa- 
tive. 

Dave Kaplan, statistician - . - 


Francis Murtha, statistician __---- ais 

William Mullenholz, chief accountant. 

Vernon Hegarty, assistant accountant -____- 

Hamilton Bryden, Jr., builders representa- 
tive. 


Thomas L. Hughes, Jr., chief stock clerk. ...|--.- 


Ann Kotin, secretary 








(Received February 5, 1954, by 
Labor. ) 





Compensation and 
allowances 


Art. V, sec. 1 (c), (e), (f), 
pp. 13, 14 of constitution. 





Art. LX, sec. 8, pp. 29, 30 of 
constitution, 


Maoner in which 
selected 


Art, IV, sec 1 (a), (b), (©) 
and sec. 2, pp. 12, 13 of 
constitution. 


0. 
Art. VI, sec. 1 (f), p. 16 of 
constitution, 
Do 


Do. 
Do, 
Do. 


Do. 


Do, 
Do. 
Do. 
Do, 


Art. IX, sec. 8, pp. 29, 30 of 
constitution. 
Do. 
Do. 
Do. 
Do. 


Do. 
Do. 


Bureau of Labor Standards, Department of 
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INTERNATIONAL BROTHERHOOD OF TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN, AND 
Hevrers oF AMERICA, WASHINGTON, D. C. 


Balance sheet as at Dec. $1, 1953 ' 


ASSETS 
Current assets: 5 
Cash: ' 
EE a ee eee $1, 024, 098. 30 
5 REE Se RET SRO 500. 00 
$1, 024, 598. 30 
Accounts receivable: Campaign advances_____-_--__--__---- 67, 900. 00 
Inventories (cost) : Supplies and equipment___._-______---~- 111, 792. 65 
Investments (maturity value): 
aa La SESE a a $27, 708, 520. 61 
Notes receivable, secured (by corporate 
stock, cost $1,100,720.12) _............ 1, 100, 000. 00 
——_—_—___———- 28, 808, 520. 61 
PE ROI, DORON T ONO siti ice emnnnwadam 7, 866. 58 
Deposits : 
District of Columbia government____-_.-_-_-_ $11, 000. 00 
NN ee eee 80, 000. 00 
— 91, 000. 00 
IT I iis ti dani caspase tala 30, 111, 678. 14 
Deferred charges to future operations: 
ccna cal nagcinte $4, 369. 87 
I iis eaeisninaieeen 8, 213. 21 
a ae as a rccacansninioete 934. 15 
Prepaid interest and discount______.__-__-__-- 3, 634. 63 
——<$—$___—_—_— 12, 151. 86 
Fixed assets (cost) : 
Real estate, land, and buildings_..__..._______ 1, 406, 855. 20 
ee WRU Rs rctcicieicmcnincies 100, 112. 92 
I de emai igiion 7, 718. 47 
———_———_ 1, 514, 686. 59 
NN i a a aN a acitg acme nce 31, 638, 516. 59 
LIABILITIES AND SURPLUS 
Current liabilities: 
Accounts payable: Trade creditors_.......__..__-________--_-- $4, 000. 00 
Aocraais: Gailaries and expense..._.......................... 57, 950. 94 
ee INE, PRUE Si cc class oad 61, 950. 94 
Deferred income: 
Dascoant of mortgages...__..................... $88, 186. 48 
IIIT, SIN oc enna ain 456. 25 
—_——_——— 88, 642. 73 
Surplus: 
EN a 29, 271, 844.17 
Add expenditures previously charged off: 
Inventory of supplies and 
I ce seca $111, 792. 65 
Furniture and fixtures_____- 107, 293. 84 
Oe ee 963, 758. 00 
Deposit on building.__._.-.__. 11,000.00 
en 7, 718. 47 
ce 3, 213. 21 
—————._ 1, 204, 776.17 
a a anionic ee 30, 576, 620. 34 
Add net income for the quarter ended Dec. 
a iia cameeaciieren bn eclecaandaraieciaiceeee 911, 302. 58 
———___——— 31, 487, 922. 92 


TE a a ee 31, 638, 516. 59 
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Statement of revenue and expenditures for the year ended Deo. $1, 1953 


Revenue: 
Fees 
SE COR 6 aitnicnenecbidadtianmmnniiibll $5, 755, 232. 10 
ONO isis enccnesecitealbaiihcecnciincmtiac deena 626, 425. 85 
RPO acceso Nese tc acco mscmaohaiaccasaninn 300. 00 
Defunct local union funds__..._--_---_. 368. 53 
CI sc sccsssissncicacenticcmicaiadan onielacibcaeabbamcciaaiios 6, 382. 326. 48 
NN I 3c: inca hiahh giiinanccnapasaneieaaacuuueiae 3, 160. 1 
Other revenue: 
ny Cn NN a si ieee 173, 899. 21 
Refunds, claims, and overpayments_____- 34, 261, 54 
GOONs PAVE nnd scien ceentenmmene 
Expenses (operating expense) : 
PO? CRDIGA GEIONSINONEE.... nn. icccciccccncce $453, 208. 22 
Donations to subordinate organizations______ 725, 266. 25 
Organizing campaign expenses_____.-_------ 257, 887. 38 
Supplies purchased for resale--_...-__._---. 135, 974. 43 
Magazine, International Teamster____.__--_~ 588, 436. 82 
I I is isnot pea cession ipiis nice inaaaadnianiallannnls 81, 027. 85 
ADEA CORTERTIOR, TEC Bineencccicnnnccucanen 10, 197. 80 
Donation to allied organizations__.......-.-- 25. 00 
Retirement and family protection plan__._-_- 358, 120. 46 
Officers, organizers, and auditors: 
RN risa ica2 ca nla dt sisconcaiciniitanites teacaiiaiahani 487, 000. 08 
ON ncn cies eerie ca taints intra 291, 253. 23 
IIE WIRD ca sctiereccivnscieratcimacaemnianehniniereaine 66, 493. 21 
BI, Cio a5 tcc atcaisipnascennsbs cnielien Ue emnMiuedianaiaie 68, 493. 22 
II eccitncciiessiinicaseresaiuihrininscepininahianmen teamed 8, 447. 67 
Telephone and telegraph.....--.-.....--~_.. 30, 997. 20 
I cates ts tniza cs hans cs icnomidindsa ish umcatcntinetncn amas 42, 015. 61 
TO eink boca ccncionniwinnanmaune 4, 756.15 
MN a cscinives isch cnasetcncisivan iad elie nn ttle 5, 000. 00 
Office supplies and expenses___-__-__-_---_- 13, 589. 53 
I ic cid enh wens nthe atidstdassiataa aaa 1, 615, 50 
Mon GER TRMUTANIOR. 5 cnc oiccntdntcce 18, 639. 13 
General executive board authorizations_____- 16, 296. 57 
BO i tic ish dice cases ean ccine a dcicdndai 4, 656. 38 
Donations to public causes___.._.---------. 4, 672. 70 
Loss on foreign exchange__________---__---- 1, 047. 31 
ks ees 12, 282. 05 
NI III ita eens naiebeateamandemnpeenssebeuanaenane 2, 046. 23 
BIER I sais gece cnile tienen 2, 178. 56 
BN SUN i a icciscseccnlinstisinsielncanpacetienetcousceticiics 43, 934. 42 
eas cia aa tehinin sicsiiaa ean en ape bta damecapaaana ica Nica 6, 426. 42 
Geeten SOCETNY ONO. ik cnc ccc cnundone 10, 231. 69 
Departmental and divisional expense_____--~ 116, 601. 10 
PO ae NING ois ect catalin sc sebinsedintececaa chains 17, 286. 49 
Installation of intercom system___-...------ 11, 570. 79 
CID CN ii iiss ii tscicintertiniiorie 8, 782. 69 
Administrative and general expense_________ 5, 449. 30 
MeURd GUONRS TR nd ccn ecb 434. 80 
Net revelwe from: CDOTAUOND occ ncnceinnicemaenes 


5 
$6, 379, 166. 33 


208, 160. 75 


6, 587, 327. 08 


3, 912, 342. 24 
2, 674, 984. 84 








Calendar No. 61 


85TH CoNGRESS SENATE { Report 
1st Session No. 63 











PROCEEDINGS AGAINST HARRY REISS FOR CONTEMPT 
OF THE SENATE 


FEBRUARY 7, 1957.—Ordered to be printed 


Mr. McCuietiaNn, from the Committee on Government Operations, 
submitted the following 


REPORT 


{To accompany 8. Res. 90] 


The Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations as created and authorized by 
the Committee on Government Operations, under the Standing Rules 
of the Senate, caused to be issued a subpena to Harry Reiss. Said 
subpena directed Harry Reiss to appear before the subcommittee on 
January 17, 1957, at the committee room, Senate Office Building, 
Washington, D. C., and then and there to testify relative to the subject 
matter under consideration by the said subcommittee. The subpena 
served upon Harry Reiss is set forth as follows: 


Untrep Srates or AMERICA 


CONGRESS OF THE UNITED STATES 


To Harry Reiss, Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear 
before the Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations of the Senate of the United 
States, on January 17, 1957, at 4:30 o’clock p. m., at their committee 
room 357, Senate Office Building, Washington 25, D. C., then and 
there to testify what you may know relative to the subject matters 
under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and 
penalties in such cases made and provided. 

To Jerome S. Adlerman to serve and return. 


87971—57——-1 
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Given under my hand, by order of the committee, this 17th day 
of January, in the year of our Lord one thousand nine hundred and 
fifty-seven. 

JoHN L. McCLenian, 
Chairman, Senate Permanent Subcommittee on Investiga- 
tions of the Committee on Government Operations. 


January 17, 1957. 

I made service of the within subpena by handing same personally 
the within-named Harry Reiss, at the Committee Hearing Room (357) 
of Senate Office Building, D. C., at 4:45 o’clock p. m., on the 17th day 
of Jan. 1957. 

JEROME S. ADLERMAN. 

The subcommittee, under Senate Resolution 188, 84th Congress, 2d 
session and rule XXYV of the Standing Rules of the Senate (g) (2) 
(B) is given the duty of “studying the operations of Government 
activities at all levels with a view to determining its economy and 
efficiency” and under subsection (C) “evaluating the effects of laws 
enacted to reorganize the legislative and executive branches of the 
Government.” Pursuant to these powers, the subcommittee sought to 
inquire into and study the operations of the Department of Labor, 
the National Labor Relations Board, and the Bureau of Internal 
Revenue in the application of Public Law 101, 80th Congress, 2d 
session and the Internal Revenue Code of 1954 relating to exemption 
from taxation of labor organizations. 

On January 16, 1957, the subcommittee heard the testimony of the 
Secretary of Labor, James Paul Mitchell; the Chairman of the Na- 
tional Labor Relations Board, Boyd D. Leedom; the Assistant Com- 
missioner of Internal Revenue, Justin F. Winkle, and others on the 
same date and on January 17, 18, and 19, 1957 (the record of the en- 
tire testimony taken the aforementioned days is made a part hereof, 
although not annexed hereto), relative to financial statements and 
other oceania required to be filed under law by labor organizations 
and unions. The testimony was heard to assist the subcommittee to 
determine the adequacy of existing statutes; whether present regu- 
lations enable these agencies and departments to administer the law 
efficiently ; whether modifications or changes in the existing laws are 
required to assist the Government in determining the adequacy, ac- 
curacy, and truthfulness of financial reports and other data supplied 
by labor unions and their officials under the aforementioned laws. 

Attendance of Harry Reiss pursuant to the aforementioned subpena, 
was had on January 17, 1957, and on January 18, 1957, in Washing- 
ton, D. C. 

The said Harry Reiss having appeared as a witness and having 
heen asked certain questions, which questions were pertinent to the 
subject matter under inquiry, made answer as appears in the record 
of said hearings on January 17 and 18, 1957, which record is made 
a part hereof (excerpts of this testimony and other testimony, are 
annexed hereto and designated as exhibit No. 1). ° 

As the result of the refusal of the said Harry Reiss to answer ques- 
tions pursuant to said inquiry as appears in the record, the subcom- 
mittee was prevented from receiving testimony concerning the matter 
under inquiry by said subcommittee in accordance with the terms 
of the subpena served upon this witness. 
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PROCEEDINGS AGAINST HARRY REISS 3 


The Senate Committee on Government Operations met on February 
7, 1957, and, after reviewing the facts in this matter as set forth in 
this report, it resolved to present to the United States Senate for its 
immediate action a resolution requiring the United States attorney 
for the District of Columbia to proceed against the said Harry Reiss 
in the manner and in the form prescribed by law. 


Exuusir No. 1 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 

Untrep States SENATE, 
SenATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Wednesday, January 16, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcommit- 
tee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Sen- 
ator Henry M. Jackson, Democrat, Washington; Senator Stuart 
Symington, Democrat, Missouri; Senator Sam J. Ervin, Jr., Demo- 
crat, North Carolina; Senator Joseph R. McCarthy, Republican, 
Wisconsin; Senator Karl E. Mundt, Republican, South Dakota; 
Senator Chapman Revercomb, Republican, West Virginia. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee; James N. Juliana, chief counsel of the minority; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The CuatrmMan. The subcommittee will be in order. 

(Present at the convening of the executive session were Senators 
McClellan, Jackson, McCarthy, and Mundt.) 

The Cuarrman. The Chair will make this preliminary statement 
for the record. 

As members of the subcommittee know, and as is public knowledge, 
during the past 2 years, the Senate Permanent Subcommittee on In- 
vestigations has been studying and inquiring into the procedures 
and practices in the procurement of textiles and uniforms by the 
military services. In the course of its investigation, facts were de- 
veloped showing collusion between certain dishonest management 
and union officials that had the effect of increasing the cost to the 
Government of goods and commodities it purchased and the supply- 
ing of inferior quality. 

In the passage of the Taft-Hartley law in 1947, the Congress un- 
dertook to protect union members, the general public, and the Gov- 
ernment against certain types of racketeering, including the mis- 
use or misappropriation of union funds by dishonest union officials, 
The law provides that there shall be a registration of labor organiza- 
tions and a full and accurate report by such organizations of their 
revenues and expenditures and of all compensation and allowances 
over and above $5,000 paid to and received by labor union officials 


pee 


a 
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and union employees from dues collected from members or from 
other union funds. 

Today, the subcommittee will hear officials from the Department of 
Labor, the National Labor Relations Board, and the Treasury De- 
partment. We shall make inquiry of them as to the adequacy of 
existing statutes and their present rules and regulations to enable 
them to administer the law efficiently. Also, we shall i inquire whether 
there should be any modifications or changes i in existing law to assist 
them in determining the adequacy, accuracy, and truthfulness of 
financial reports and other information required to be supplied by 
labor unions and labor union officials. 

We want to determine whether agencies of Government are able 
to and have the authority to ascertain whether such information con- 

tained in such labor union registrations, financial reports, and the 
reports of the labor union officials are accurate, true, or false. 

The subcommittee is aware of recent court decisions which may 
sharply limit and restrict the right of Government agencies such as 
the Treasury Department, the Bureau of Internal Revenue, the De- 
partment of Labor, and the National Labor Relations Board to in- 
vestigate and determine the accuracy, truthfulness or falseness of 
various reports the unions and their officials are obligated to file. We 
intend to ascertain whether, in view of these court ‘decisions, the re- 
sponsibilities of the Government in this area under existing law are 
being administered efficiently and economically. We also want to 
know whether legislation in this area is necessary to improve the 
efficient and economic administration of existing law or if modifica- 
tion or change is required to promote greater efficiency ¢ and economy. 

Conferences with representatives of the Bureau of Internal Revenue 
indicate the need for strengthening legislation to enable the Bureau 
to investigate labor organizations which, under the law, are tax exempt. 
The Bureau of internal Revenue should have the authority to deter- 
mine whether any of the labor unions’ funds and particularly, dues 
collected from union members, are used by union officials for personal 
gain and profit. We also want to know whether and why such tax 
exempt labor union organizations can refuse to allow either the legis- 
lative or the executive branch of the Government to examine their 
books and records. The Government should be permitted to estab- 
lish whether such organizations come within the purview of the law 
granting it a tax exempt status. 

This subcommittee proposes to determine whether, after such re- 
fusal, the continuance of a tax exempt status is warranted or if such 
tax exempt status should be forfeited by such refusal. 

In the course of our previous investigations and this present pre- 
liminary inquiry, we have acquired information that clearly indicates 
that there is labor racketeering in the area of Government procure- 
ment resulting in increased cost to the t: ixpayers for commodities pro- 
duced; that false reports have been filed by certain labor organiza- 
tions with respect to their expenditures; that compensation and 
allowances paid by certain unions to their officials have not been 
accurately and truthfully reported; that there has been manipulation 
of accounts involving dues collected from their members, as well as 
welfare funds; also other irregularities and improprieties have come 
to the attention of the subcommittee. 
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It is, therefore, our purpose to develop facts and information that 
will enable the Federal Government to improve its efficiency and 
strengthen itseconomy. In this effort we have every reason to expect 
the wholehearted cooperation and support of the leaders and wideions 
of labor organizations whose actions and practices conform to the 
law, who observe the proprieties of proper labor-management rela- 
tions, and who are interested and desire to cooperate in improving the 
efficiency and economy of Government operations. 

I may further state for the record that, since it became known and 
publicized that this committee was making a preliminary investiga- 
tion into this area of Government operations, the public has indicated 
a very keen interest in such an inquiry, as evidenced by letters that 
the committee is receiving from union members and members of labor 
organizations who are reporting about conditions that prevail and 
urging that attention be given to it. 

Also, I think, it is fair to say that a good many Members of Con- 
gress have expressed views that there is a job here that should be done 
by the legislative branch of the Government in furthering an investi- 
gation or pursuing an investigation to develop the facts, so that Con- 
gress may take a look at it with a view to any legislation or any change 
in administrative procedures that might enhance Government effi- 
ciency and economy. 

* * * * * * * 


The Cuamman, Thank you very much. 

The committee will stand in recess until 2: 15. 

(Thereupon, at 12:40 p. m. Wednesday, January 16, 1957, the hear- 
ing was recessed, to reconvene at 2:15 p. m., the same day.) 


AFTERNOON SESSION 


(Present at the start of the afternoon session: Senators (Chair- 
man) McClellan, Jackson, McCarthy, and Revercomb.) 

The Cuarrman. The subcommittee will be in order. 

Members of the committee, we held executive session hearings this 
morning, at which time we heard a number of witnesses from the 
executive branch of the Government, representatives of the National 
Labor Relations Board, and of the Treasury Department. 

Their testimony was pertinent to this investigation. I heard it in 
executive session primarily because the Chair had announced this 
tvould be an executive session, because, as you know, too, the public 
hearings must be by a majority vote of the committee. I had no op- 
portunity todo that. But there is nothing in their testimony, so far 
as I can observe, that needs to be kept secret in any sense. Therefore, 
unless there is objection on the part of the committee, the Chair will 
make that record public as soon as it is transcribed. 

I will have, I may say to the members, the staff check with the 
departments interested, who testified, and ascertain from them if 
there is anything in there they think would be adverse if made public. 
I do not think there is. 

So if they have no objection, the Chair will proceed, without objec- 
tion, to make the testimony public as soon as it is transcribed. 

Senator McCarrny. Mr. Chairman, in view of the fact that we 
have a quorum here, would it not be a good idea to entertain a motion 
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to have open hearings tomorrow morning, as you planned on having 
them ¢ 

The Cuamman. If we find we need to. If you wish to, you may 
make the motion, that the Chair may call open hearings in this matter 
at a time he desires. 

Senator McCarrny. I then move that the Chair be given authority 
to hold open hearings at such time and at such place as he desires. 

The CHarrman. On the subject matter of the inquiry as stated by 
the Chair this morning in the opening of the executive hearings? 

Senator McCartuy. Yes. I want to include that in my motion. 

The Cuarrman. Is there objection to the motion ? 

The Chair hears none. 

The motion is adopted. 

* * * * * * * 


VIOLATION OF NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 

Unrrep Srates Senate, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
or THE ComrmMITrer ON GOVERNMENT OPERATIONS, 
Washington, D. C., Thursday, January 17, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in Room 357 of the Senate Office 
Building, Senator John L. McClellan (chairman of the subcommit- 
tee) presiding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina; Senator Joseph R. McCarthy, Republican, Wisconsin; 
Senator Karl E. Mundt, Republican, South Dakota. 

Also present: Robert W. Kennedy, chief counsel to the subcom- 
mittee; James N. Juliana, chief counsel to the minority; Jerome S. 
Adlerman, assistant counsel; Carmine S. Bellino, staff member; Ruth 
Y. Watt, chief clerk. 

The Cuarrman. The subcommittee will be in order. 

(Members of the subcommittee present at the convening of the hear- 
ing were Senators McClellan, Jackson, Symington, and McCarthy.) 

The Cratrman, By unanimous vote of the subcommittee yesterday 
afternoon at the conclusion of executive hearings during which the 
committee heard a number of witnesses on the basis of testimony de 
veloped during the executive session, the committee ordered that we 
would proceed to public hearings in the course of this inquiry. 

Therefore, the Chair announced public hearings for this morning. 
The record of yesterday’s executive hearings will today be made public 
and made a part of the record of the hearings of this committee in 
this investigation. 

x * * + * * ak 


AFTERNOON SESSION-——2:10 P. M. 


(Members present at the convening of the afternoon session: The 
chairman and Senator McCarthy.) 
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The Cuatrman. The subcommittee will come to order. 

* » * * * * * 

The Cuarrman. Mr. Harry Reiss, come forward, please. 

Is Harry Reiss present ? 

Will you be sworn? You do solemnly swear that the evidence you 
shall give before this committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Retss. I do. 


TESTIMONY OF HARRY REISS, BROOKLYN, N. Y., ADMINISTRATOR, 
WELFARE FUND, LOCAL 227, INTERNATIONAL BROTHERHOOD 
OF TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN AND HELPERS 
OF AMERICA; ACCOMPANIED BY HIS COUNSEL, LEON REICH, NEW 
YORK, N. Y. 


The Cuarrman. State your name and place of residence. 

Mr. Reiss. Harry Reiss. 

The Cuamman. And your business, occupation, or profession / 

Mr. Ress. 2801 Avenue I, New York. I am administrator of the 
welfare fund of local 227. 

The Cuamman. Have you been subpenaed to appear here today? 

Mr. Reiss. As an individual; no. 

The Cuamman. Do you desire such a subpena before you testify ? 

Mr. Reiss. Yes, sir. 

The Cuamman. Proceed to bring the subpena in. 

(The subpena referred to follows :) 





No. 3751 
UNITED STATES OF AMERICA 


CONGRESS OF THE UNITED STATES 


To: Harry Retss, Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Permanent Subcommittee on Investigations of the Committee on Govern- 
ment Operations of the Senate of the United States, on January 17, 1957, at 4: 30 
o’clock p. m., at their committee room, Room 357, Senate Office Building, Wash- 
ington 25, D. C., then and there to testify what you may know relative to the 
subject matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Jerome 8S. Adlerman to serve and return. 

Given under my hand, by order of the committee, this 17th day of January, 
in the year of our Lord one thousand nine hundred and fifty-seven. 


, JOHN L. McCLELLAN, 
Chairman, Subcommittee on Investigations 
of the Committee on Government Operations. 


[Endorsement] 


JANUARY 17, 1957. 
I made service of the within subpena by handing same personally to the within- 
named Harry Reiss, at the committee hearing room (357) of Senate Office 
Building, D. C., at 4: 45 o’clock p. m., on the 17th day of January, 1957. 


JEROME §, ADLERMAN. 
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The Cnarrman. Mr. Bellino; come forward. 
Mr. Reiss, you may step aside for the moment and we will proceed 
with Mr. Bellino. 


* * * * * * © 


VIOLATION OR NONENFORCEMENT OF GOVERNMENT 
LAWS AND REGULATIONS IN THE LABOR UNION 
FIELD 


Unirep Srates SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Friday, January 18, 1957. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
188, agreed to February 16, 1956, in room 357, Senate Office Building, 
Senator John L. McClellan (chairman of the subcommittee) pre- 
siding. 

Present: Senator John L. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Sam J. Ervin, Jr., Democrat, North 
Carolina; Senator Joseph R. McCarthy, Republican, Wisconsin ; Sen- 
ator Kar] E. Mundt, Republican, South Dakota. 

Also present: Robert F. Kennedy, chief counsel to the subcommit- 
tee; James N. Juliana, chief counsel to the minority ; Jerome S. Adler- 
man, assistant counsel; Ruth Y. Watt, chief clerk. 

The Coamman. The subcommittee will be in order. 

(Members of the subcommittee present at the convening ef the 
hearing were Senators McClellan and McCarthy.) 


* * * * * * * 
The Cuamman. All right. The witness may step aside for the 
present. 


Call the next witness. 

Mr. Kennepy. Mr. Harry Reiss. 

The CuHarrman. Mr. Reiss, will you be sworn? 

You do solemnly swear that the evidence you shall give before this 
Senate investigating subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Rerss. I do. 


TESTIMONY OF HARRY REISS, BROOKLYN, N. Y., ADMINISTRATOR, 
WELFARE TRUST FUND, LOCAL 227, INTERNATIONAL BROTHER- 
HOOD OF TEAMSTERS; ACCOMPANIED BY COUNSEL, LEON REICH, 
NEW YORK, N. Y. 


The Cuarmman. State your name, your place of residence, and your 
business, occupation, or profession for the record. 

Mr. Reiss. Harry Reiss. I live at 2801 Avenue I, Brooklyn, and I 
am administrator of local 227 welfare trust fund. 

The Cuarrman. Is that of the DAW? 

Mr. Kennepy. It is UAW upthere. It is Allied Industrial Workers 
of America now. Is that correct? 
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The Cuairman. Mr. Reiss, you have been present in the hearing 
room yesterday and today. You are thoroughly familiar with this 
hearing and what the purposes are ? 

Mr. Reiss. Yes, sir. 

The CHairman. You have counsel, the same counsel that appeared 
for the other witnesses. The record will so show. 

Proceed, Mr. Counsel. 

Mr. Kennepy. Will you tell me, Mr. Reiss, where you were born ? 

Mr. Reiss. Before I answer this question, sir, I would like to read a 
statement. 

The Cuarrman. Have you submitted a formal statement to the com- 
mittee ? 

Mr. Reiss. No, sir. 

The Cuarrman. That is under the rules. 

Mr. Retss. Sir? 

The Cuamman. Have you submitted a formal statement to the com- 
mittee under the rules, a written statement, 24 hours in advance ? 

Mr. Reiss. No, sir. 

The Cuarrman. Let us see your statement. Let us see whether it 
is pertinent or not. 

You are supposed to submit a statement. If you want to read a pre- 
yared statement, you are supposed to present it to the committee 24 
ehse in advance. 

Mr. Reiss. I challenge the jurisdiction and the right of this sub- 
committee—— 

The Cuarrman. Just a moment. 

Mr. Reiss. I am sorry. 

The Cuarrman. I said if you have a prepared statement to read; 
submit it to the committee. We will return it to you. 

Mr. Reiss. Sir, it is jumbled up. 

Mr. Kennepy. That is all right. 

The Cuairman. We can skip the jumbled parts. 

Mr. Kennepy. You can leave it the way it is or knock out what you 
do not want. 

Senator McCarrny. May I ask counsel this question: You are 
aware of the rules; are you not ¢ 

Mr. Reicu. Senator, I was not aware of the rules. I did not see 
the rules until last night. But I can state that this, rather than being 
in the nature of a statement, as we usually understand these statements 
to be, is an objection on the part of the witness to the jurisdiction of 
this committee. 

Senator Jackson. It is still a statement. 

Might I ask this question: Was this statement prepared by the 
counsel or by the witness? 

Mr. Reicu. Do you want me to answer that, Senator? 

Senator Jackson. Yes. 

Mr. Rercu. The statement, sir, was dictated, in part, by me, after 
consultation with the witness when the witness apprised me of what 
his attitude was. He asked me would I help him, as counsel, put it in 
appropriate language. Perhaps I should apologize, if the language 
ever gets into the record, for the type of language. 

The Cuairman. The Chair has examined the statement. I will 
permit him to read the first part of it. 


87971—57——-2 
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Senator Jackson. Counsel, did you participate in merely the legal 
advice or did you indicate what he ought to say ? 

Mr. Retcu. Merely the legal advice. 

The Cuatrman. The part that he undertook to read 

Mr. Reiss. Did you read the other side of the paper? 

The Cuarrman. You have some over there? 

Mr. Reiss. That is where it is; yes. 

Senator Jackson. Do you plan to take the fifth amendment on 
your statement ? 

Mr. Reiss. No, sir. 

The Cuamman. The clerk will return the statement to the witness 
and you may read what you started to read. 

Proceed. 

Mr. Reiss. Thank you. 

I challenge the jurisdiction and the right of this subcommittee to 
compel me to testify in these hearings. This subcommittee is a part 
of the Committee on Government Operations, and the internal affairs 
of labor unions does not fall within the definition of a governmental 
operation. Therefore, I respectfully challenge the jurisdiction of this 
committee to subpena and question me with respect to any matter 
in these hearings presently being conducted. 

The Cuatrman. The objection is overruled. The Chair will state as 
the reason for overruling the objections, that labor unions apply for 
and secure compliance entitling them to make use of another Govern- 
ment agency known as the National Labor Relations Board, and to 
secure its services and benefits therefrom, which is within the juris- 
diction of governmental operations. ‘The filing of statements, re- 
quired by law, and the dissemination of information, as required by 
law, to members regarding the financial situation of any union or labor 
organization comes within the jurisdiction of this committee, because 
it is a part of Government, and Government administration. 

Therefore, we will proceed. 

Mr. Reiss. May I consult with counsel ? 

Mr. Kennepy. There is not a question yet. 

Mr. Reiss. On the ruling of the Chair. 

The Cuarrman. All right. 

(The witness conferred with his counsel.) 

Mr. Kennepr. Could you tell us where you were born ¢ 

Mr. Reiss. In view of the statement I have made, I refuse to answer 
any questions by this committee. 

The CHarrman. You are ordered and directed to answer the 
question. 

Mr. Rerss. In view of the statement I have made, I refuse to answer 
any questions asked me by this committee. 

The Cratrman. Proceed. 

Mr. Kennepy. Were you born in Poland? 

Mr. Reiss. I refuse to answer any questions posed by this committee. 

Mr. Kennepy. How old are you? 

The Carman. You are ordered and directed to answer the 
question. 

Mr. Rerss. I refuse to answer any questions posed by this committee. 

Mr. Kennepy. Have you already told the staff of this committee 
that you were born in Poland ? 
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Mr. Reiss. I refuse to answer any questions posed by this committee. 

The Cuarrman. Are you a member of a labor union? 

Mr. Reiss. I refuse to answer any questions posed by this committee. 

Mr. Kennepy. Have you taken out citizenship papers here in the 
United States? 

Mr. Reiss. I refuse to answer any questions posed by this committee. 

The Cuamman. You are ordered and directed to answer the 
question. 

Mr. Reiss. I refuse to answer any questions posed by this committee. 

The CHairman,. Are you a citizen of the United States? 

Mr. Reiss. I refuse to answer any questions posed by this committee. 

The CHarrMaNn. You are ordered and directed to answer that ques- 
tion, and answer it now. 

Mr. Reiss. I refuse to answer any questions posed by this commit- 
tee, sir. 

Mr. Kennepy. Did you not tell the staff of this subcommittee that 
you were not a citizen of the United States? 

Mr. Reiss. I refuse to answer this committee on any questions. 

The Cuarrman. The Chair orders and directs you to answer the 
question. 

Mr. Retss. I refuse to answer this commission, this committee. 

The CuarrmAn. Do I understand that you will refuse to answer any 
questions the committee may propound to you? 

Mr. Reiss. Yes, sir. 

The Cuarman. Irrespective of how relevant it may be to this hear- 
ing, how vital it may be to the proper administration of the laws of 
this Government, you refuse to answer any questions that this com- 
mittee may propound to you? 

Mr. Reiss. Yes, sir. 

The CuarrMan. I ask you now if you are a member of any labor 
union. 

Mr. Reiss. I refuse to answer. 

The CHaiRMAN. You are ordered to answer the question. 

Mr. Reiss. I refuse to answer. 

The Carman. Are you an officer in any labor union? 

Mr. Reiss. I refuse to answer, sir. 

The CHairMAN. You are ordered and directed to answer the 
question. 

Mr. Reiss. I refuse to answer, sir. 

The Cuarrman. I ask you whether you are an officer in any union 
that has applied for registration and to secure a letter of compliance 
or a certificate showing that it is eligible to invoke the services of the 
National Labor Relations Board. 

Mr. Reiss. I refuse to answer the question, sir. 

The CHarrmMan. You are ordered and directed to answer the 
question. 

Mr. Reiss. 1 refuse to answer any question posed by this commit- 
tee, sir. 

, The Cuaman. I ask you if you are a member of any union that 
is required, of any labor organization that is required, to file financial 
statements with the Labor Department of this Government. 

Mr. Reiss. Il refuse to answer any question, sir. 

The Caiman, I order and direct you to answer the question. 
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Mr. Reiss. I refuse to answer any questions, sir. 

Senator Munpr. Mr. Chairman, I have a question which is clearly 
within the jurisdiction of this committee, which we have asked a 
great many witnesses. /!” they do not answer this question, they will 
have to find another reason. 

Have you ever filed an income tax statement with the Internal 
Revenue / 

Mr. Reiss. May I consult with counsel, sir / 

The Cuarrman. Yes, sir. 

(The witness conferred with his counsel. ) 

Mr. Reiss. Yes,sir. I did filean income tax. 

The Cuamman. I thought you were going to refuse to answer the 
question. 

Mr. Reiss. No, sir; I don’t refuse to answer questions asked because 
I don’t want to help the Government. I just challenge the right of 
this subcommittee, sir, to ask these questions. 

The CuatrMan. Since you challenge it, we are going to find out. 

Senator Munpr. I would like to ask this question: The income tax 
statements that you filed, did you file more than one / 

Mr. Reiss. Sir? 

Senator Munpr. How many time have you filed revenue statements ? 

Mr. Reiss. More than once. 

Senator Munpr. Have they been true and accurate statements / 

Mr. Reiss. Yes, sir. 

Senator Munpr. Have you filed as many as three, or more than 
three or less than three? 

Mr. Reiss. Yes, sir. 

Senator Munpr. More than three / 

Mr. Reiss. Yes. 

The CHarkman. Are you a member of any labor union or labor 
organization, and an official in such labor union or organization, whose 
duty it is, under the law, to file a financial report with the Labor 
Department of the United States ? 

Mr. Reiss. In view of my statement, sir, I refuse to answer the 
question. 

The CHamRMAN. You are ordered and directed to answer the ques- 
tion. 

Mr. Reiss. In view of my statement, sir, I refuse to answer the ques- 
tion. 

Mr. Kennepy. You were president of local 496 ? 

Mr. Retss. In view of my statement, sir, I refuse to answer the 
question. 

The CuHatrrMan. You are ordered and directed to answered the ques- 
tion. 

Mr. Reiss. In view of my statement, sir, I refuse to answer the 
question. 

Mr. Kennepy. As president of 496, did you cause to be filed with 
the Labor Department a financial statement ? 

Mr. Reiss. In view of my statement, I refuse to answer the question. 

Senator Munpr. Mr. Chairman, that clearly falls within our juris- 
diction, and I think you should order and direct him and make him 
state his reasons for not answering it, so that if this goes to a court 
of law, we have the whole thing in the record. 
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The Cuatrman. I have ordered him to answer every question asked. 

Senator Munpr. I believe he should be asked specifically why he 
declines to answer a question that is clearly within our jurisdiction, to 
study the operations of the National Labor Relations Board and the 
people working on it. 

You can consult with your counsel on that, if you wish. 

That is clearly within the jurisdiction of this committee, as was 
the case of the internal-revenue statement. 

The Cuarmman. I will ask you the question of whether you are a 
member of any union or labor organization, and an officer in such union 
or labor organization, who, under the law, is required to file a financial 
statement with the Labor Department of this Government. 

Mr. Reiss. I challenge the jurisdiction and the right of this subeom- 
mittee to compel me to testify in these hearings. This subcommittee 
is a part of the Committee on Government Operations, and the in- 
ternal affairs of labor unions does not fall within the definition of a 
governmental operation. Therefore, I respectfully challenge the ju- 
risdiction of this subcommittee to subpena and question me with re- 
spect to any matter in the hearing presently being conducted. 

The Cuarrman. Your objections are overruled, and you are ordered 
and directed to answer the question. 

Senator Munpr. May I point out the question does not go to the 
internal affairs of the labor union. This goes to your external affairs, 
your relationship to the Government, and what you are required to 
file with the National Labor Relations Board. It has nothing to do 
with the internal affairs of the labor union. 

The Carman. You are required to file under the law. 

Mr. Reiss. May I speak to counsel, please ? 

Senator Munpr. Yes. 

(The witness conferred with his counsel.) 

Mr. Reiss. I refuse to answer this question, sir, on the grounds of 
the statement I have made. 

The Cuamman. You understand you are being ordered and directed 
by the Chair to do so? 

Mr. Retss. Yes, sir. 

The Carman. And you are refusing to do so, after the Chair 
overruled your objections or the challenge you make to the jurisdic- 
tion of the committee, as to its right to interrogate you about that 
matter ? 

Mr. Reiss. Yes, sir. 

The Cuarrman. You are still ordered and directed to do so, and 
you will remain under such orders until you leave the witness stand. 

Mr. Reiss. Yes, sir. 

The Cuatrman. Proceed. 

Senator Jackson. In order that the record be clear on the point 
of jurisdiction, I should like to ask counsel to make an offer of proof 
of the purpose of the witness being here in connection with the work 
of this committee as authorized by law. 

The Cuarrman. The offer of proof is already in the record, but I 
suggest that counsel may show the witness the financial statements 
bearing his name, and his official responsibility, and we will ask him 
direct questions about those. 
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Mr. Kennepy. They are exhibit 2 and exhibit 3, Mr. Chairman. 
Mr. Harry Reiss’ name appears on both of them for the years of 1955 
and 1954 as president of local 227. 

(Exhibits Nos. 2 and 3 will be found in the appendix.) 

Senator Jackson. And those statements, Counsel, were they the 
filings required by Federal law? 

Mr. Kennepy. That is correct. 

Senator Jackson. Filed with the Secretary of Labor in order to 
qualify under the provisions of the National Labor Relations Act of 
1947, as amended ? 

Mr. Kennepy. That is correct. 

The Cuarrman. The witness will presently examine exhibits Nos. 

2 and 3 of the testimony previously adduced during the course of these 
public hearings. 

Mr. Reiss. May I speak to counsel, sir ? 

(The witness conferred with his counsel. ) 

Mr. Reiss. Senator, I would like to point out at this time that my 
signature does not appear on these documents. 

The Cuarrman. I am not talking about your signature. You are 
reported there as an officer. 

Mr. Kennepy. Under the provisions of the act, Mr. Chairman, the 
three officers must be stated, and their compensation must be stated 
on the form. Mr. Harry Reiss’ name appears on both forms, exhibits 
2 and 3, as president of local 227. 

The CuarrmMan. Now [ask you are you or were you president of local 
227 at the time those forms were filed, and during the period covered 
by them. 

Mr. Rerss. I refuse to answer this question on the statement that 
I have made. 

The Cuarrman. You are ordered and directed to answer. 

Mr. Ress. I refuse to answer this question on the grounds of the 
statement that I have made. 

Mr. Kennepy. I want to ask one other question about local 284 of 
the Brotherhood of Teamsters. 

Are you an officer in Local 284 of the Brotherhood of Teamsters? 

Mr. Reiss. On the statement I have made, I refuse to answer this 
question. 

The CoHamman. You are ordered and directed to answer. 

Mr. Reiss. On the statement I have made, I refuse to answer the 
question. 

Mr. Kennepy. Are you secretary-treasurer of Local £34 of the 
Brotherhood of Teamsters? 

Mr. Reiss. On the statement I have made, I refuse to answer this 
question. 

The Cuatrman. You are ordered and directed to answer the ques- 
tion. 

Mr. Reiss. On the statement I have made, I refuse to answer this 
question. 

The Cuatrman. The Chair appreciates very much, sir, the position 
you have taken, and I think we should find out if it is right. The com- 
mittee ought to know, and the country ought to know. 

For the present, you areexcused. You will remain here, however. 


> * * * * * ® 
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Exuisir No. 2 
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Exursir No. 2—Continued 
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Exnisir No. 2—Continued 


LocAL 227, UNITED AUTOMOBILE WorRKERS UNION, AFL-CIO 
Report beginning Jan. 1, 1955, and ending Dec. 31, 1955 


Debit $2,200.00 (loan made to Local 496 ICWU, now Local 227 UAW, to be repaid 
to the Welfare Trust Fund at 4 percent interest). 


Balance brought forward from Dec. 31, 1954__--_.--_--------_--.-- —$1, 816. 97 
RECEIPTS 
RII sic i okies cl tis icula Saas inp aan re Tas $28, 948. 00 
Wbtiatioh COO aon nivsiniotn asin mieaaaetgiiamenteeodeieed as 7, 402. 25 
TOTO Oi TEINS calc eckhhtice hadbatoasa diosa 25. 64 
International organization (refund) ~--------_-----~- 2, 205. 00 
OIE cid ici esinncsinsics cbciaieliih siatccmicn ncigatigehiteliditedeiba bandanas dilatedsalneaditaecad 8, 478. 00 
TO CII ais aint hectnctinitsaertetiicastehaeeinicsadliddiecinicepecaiiapmmtin 2, 623. 91 
Banks qnetit.. oe ied ea ese 2. 00 
ED i. sss nese vo Dineen pcitiigimiead dite toni been eee 2, 850. 00 
Dota] POC ioe sie apes ercnenicccangigeaamiael 47, 534. 80 
SCORE GE TA s,s cass anesnhiigcehiceininnlipntthgiwitacniclbgeniaguibiaabglilliaesias 45, 717. 83 
EXPENSES 
Organisation GRBODIB occ icicincctnieickninaawncd $16, 976. 80 
Se Ry Bi I ai i a ss acess ence cee ern 7, 319. 60 
Office expense (telephone, Consolidated Edison, sup- 
SIUIIIND: sclicatunicisahiaedantasteantahnvitpehbniinoneehsAptitastigitabliipanaa tained tana 1, 646. 80 
IIE etic isectiebtiintibinncntetnuliiapaniniapulcdindconamman aaa 2, 980. 00 
BE sesh isi con ceciintchacenicn ig Soha tiscali teciidiaidagiatmc tac tence eine 780. 00 
Shop Sheward, GROG ag. cine cach niaibtinadinniion 767. 00 
Donations( journals, flowers for membership) —~-------- 2, 496.85 
International. ger Chphté thin ccncccdinswinancssion 5, 196. 25 
Be GU I MICO oon cisntetiere sit chinnotnciincntbons 76. 00 
Re WI Bian citlinirtaececinits asinine 2, 879. 29 
Tae CIRGMRE MV OMUGT biciccnctitiinnetatacecomn 537. 23 
PO ORERID CUE seas ieciclti peste ccnsinissth opine ictal tnd 396. 00 
NE TO ict tis Chaitin eociincnseeniiasbclenietitbis aah abinbeabadiia diaieiliciadln 975. 00 
DOE CO iv ccs dicdincenisciccna cetacean 101. 37 
CORE “TOS QUONii ccc cecitntwestibecbmadmmiiatmdeaks 225. 00 
EE CIE ws circetcceticne-svecoeabibiiemaiininsadieieamianeee 142. 28 
OTA aidan cichnisacpwintciectancescateitiitinainiahtaideasssiniabiias baile 230. 46 
Central Trades dues, Nassau County_..-.---.._--._.__. 34. 00 
BCG I i i ittitnctnisntinshstininns te icapiarctciacaa aa ase 252. 00 
COO PO OE in sancti aniitinenincmneicnuliipbabdelneddaanene 1, 020. 00 
GET Ree) NIE i cst nc icin tnt Sateen 590. 95 
Dues checks returned, insufficient funds__..._......___ 200. 00 
TOUR] CRIOMTICIOD ccikic cece rccepitiicinsiccicn a ednetsiaecianiaaaamiadii se, 45, 822. 88 
When Temeew Be Te BOO | Baan cites cseceiesiiiciaesciscscniapieaip lita tail —105. 05 
RECAPITULATION 
Dearie wl terme Tae: BF TT ia ects ccd tansccieoneeibnbancig aah pail an ce 744. 90 
Gutetinding cheeRe IC, Si, LOGO s adn cieiinin ce mnsiicalicmninticcmatbbimaninies 849. 95 
UTE CORI cick ic, ents Tice etcinaninterddtbes ini aleaee nie —105. 05 
Cach: on RGGE. «nce dikotssanckcaticanastndseneneine None 
Salary and expenses due business agents Nov. 30, 1953 to Jan. 15, 
acid iia ssdtlg ep detain sinea taniaidledbtaaliah dian eainciitileanabdasiibantian keer naman 900. 00 


FRED VIRGILIO, 
ALFRED PETROZZA, 
DoMINICK SANTA MARIA, 


Trustees. 
Date: January 26, 1956. 
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Exuiprr No. 3 
ge 8 4) 4% st Rx te 


Labor Organization Registration Form 


Public Law 191 ~—80th Congress 


To: Burean of Labor Standards, 
iinited States Department of Labor, Washington 25, &. €. 
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Exurerr No. ; Yonti 
»> No. 3—Continued 
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Exuzmerr No. 3—Continued 
FINANCIAL STATEMENT, LOcAL 227, UNITED AUTOMOBILE WORKERS UNION, AFL 
Report beginning Dec. 1, 1953, and ending Dec. 31, 1954 


Debit $2,200.00 (loan made to Local 496, ICWU, to be repaid to the Welfare 
Trust Fund at 4 percent interest). 


Balance brought forward from Local 496 to UAW-_--------------_- $84. 54 
RECEIPTS 
a a ied sameeren cae inane $23, 620. 50 
a ain enemies tnemnmentineeas 2, 454. 25 
Partial payment on initiation fees___._.___.._..._...._--~- 250. 75 
I canal char naretes aes etih Dhoprsncacecateaeda nienich koctrnepeiaibaciateien te 28, 293. 75 
SI III TNO NOD nga citas atc dir aie nes ciara cise Sloe 28, 377. 29 
EXPENSES 
I scans doypiendbenian nanan $7, 195. 00 
ae ec liieecpomeorrpaabianiines 1, 334. 47 
i icles neindiaivnbindnns 230. 29 
a tae emesis 243. 35 
I is se eesicenichetnetenreneevaiiocubeieneniinanen 553. 00 
a creat asascasllcaiicienmmes 815. 00 
I a creeetemecatieinkennninenininde 316. 80 
Ce os erence aeedigtcnlina ce 8, 203. 57 
I ees springen nn snc toroid a ipso 84. 93 
ais pasar seins sc nlnsemies icine endsteinin ins casirpiones 2, 673. 29 
a Las rca ageing 750. 00 
Contribution to Welfare Fund covering officials___._.c-___ 180. 00 
a eee augments maeicaininennsbiak andinn 437. 66 
I a cdc lst ng vances ahaa cn cbs cmcaonse 39. 00 
I aia en ncn 40. 00 
SE ee 325. 00 
I delist nidinentinieme 32. 00 
Interest on loan to Welfare Trust Fund__-.------____-__ 162. 91 
Payment on loan to Welfare Trust Fund________________-_ 500. 00 
IRD ERC OS ig ccna trices ticninrnnis icmteseiamee 704. 00 
Compensation and fire insurance______-___--_-_____-___- 117. 63 
cece latch can baci nadia bnatecsnlstte tin Dikeninsrbilatnindniiasionan 587. 61 
eS CURE ati dis inal crtinmenssioecimeddibanes 4, 668. 75 
Nine isnt ciate iceman nian yn tnlniatacenallio nbn ties timrim minibar es 30, 194. 26 
En ee —1, 816. 97 
RECAPITULATION 
i ee ae 924. 78 
Oubstanding checks Dec. Si, 10Gb cite nee 2, 741. 75 
a a ess —1, 816. 97 
iets cartenicsiivigemeinom coeniniuniensbstbauwntt None 
Salary and expenses due business agents, Nov. 30, 1953, to Jan. 15, 
aT Rca tek actos kascie gael gh nnacetans niin cineceeele dienes 900. 00 


Date: January 24, 1955. 
FRED VIRGILIO, 
ALFRED PETROZZA, 
DoMINICK SANTA MARIA, 
Trustees. 


Received January 26, 1955. 
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85TH CoNnGRESS ; SENATE ReporrT 
1st Session No. 64 





CHARGING OF INTEREST ON DEPOSITS TO THE CREDIT 
OF THE CIVIL SERVICE RETIREMENT AND DISABILITY 
FUND 





Fepsrvary 11, 1957.—Ordered to be printed 





Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8. 601] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 601) relating to the charging of interest on de- 
posits to the credit of the civil service retirement and disability fund, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


S. 601 makes a technical change in Public Law 854, approved 
July 31, 1956, which became effective October 1, 1956, in order to 
prevent the imposition of an inequitable situation on a limited number 
of employees. 

EXPLANATION 


Public Law 854 amended prior law to require that interest be 
charged on refunds of retirement credits through periods of separa- 
tion from the service. Previously, interest was chargeable only 
through periods of Federal employment. 


Examples 

(a) Previous law.—An employee left the Federal service and re- 
ceived a refund of his retirement contributions December 31, 1947. 
He reentered the Federal service January 1, 1949, and on January 1, 
1950, he paid back the refund he hed received. In these cireum- 
stances he was charged interest on the full amount of his refund for 
the year 1949 (the period he was employed in the Federal service) 
but no interest was charged for the year 1948 (the period he was out 
of the Federal service). 

(b) Present law.—An employee who leaves the Federal service 
and obtains a refund of his retirement contributions and who later 
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reenters the Federal service and desires to repay the refund in order 
to regain credit for the previous service will be required to pay interest 
on the full amount of the refund for the entire period of time between 
the date it is obtained and the date it is repaid, without regard to 
whether or not he is in or out of the Federal service for part or all of 
the period involved. 


The problem 


The committee reaffirms its belief in the principle embodied in 
Public Law 854; i. e, that an employee should be charged interest for 
the entire period he has the use of his deposits to the retirement fund 
whether he is in or out of the Federal service. However, the language 
of the provision has been held to have a retroactive effect instead of 
a prospective effect as was intended. This has inflicted an inequitable 
condition on employees who had periods of separation from the service 
and obtained refunds of the deposits to the retirement fund prior to 
the effective date of the change in law. The bill would remove the 
inequity by making the change applicable only to separations and re- 
funds occurring after the change in law. 


AGENCY REPORTS 


The committee has been advised informally that S. 601 will be 
approved formally by the Civil Service Commission, The following 
is a letter of approval from the Comptroller General: 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, February 4, 1957. 
Hon. Ouin D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CuarrMan: Your letter of January 19, 1957, acknowl- 
edged January 22, requests our comments on S. 601. 

Under the law in effect immediately prior to October 1, 1956, the 
effective date of the Civil Service Retirement Act amendments of 
1956 (70 Stat. 743), as well as under the 1956 amendments, in order 
that an officer or an employee receive full retirement credit for periods 
of service during which no deductions were made from his salary it 
was necessary that he make deposit of the amount which should have 
been deducted, plus interest on that amount. Similarly, any officer 
or employee who received a refund of retirement deductions incident 
to separation was required to make deposit of an amount equal to 
such refund, plus interest, in order to receive full retirement credit. 
However, the former law did not require payment of interest for any 
periods during which the officer or employee was separated from the 
service (see secs. 7, 9, and 11 of the act of February 28, 1948, 62 Stat. 
52, 53, and 54, respectively), whereas section 4 (e) has been inter- 
preted to require that the interest payment cover all periods, in- 
cluding periods of separation. 

S. 601 would amend section 4 (e) so that interest on account of 
failure to make deductions or deposit of a retirement refund would 
not be charged for any period of separation commencing prior to 
October 1, 1956. Since the purpose and effect of the bill is to alle- 
viate certain inequitable situations created by the present require- 
ment in section 4 (e) for charging interest for periods of separation 
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from service occurring prior to its effective date (October 1, 1956), we 
recommend that it receive favorable consideration by your committee, 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 4. (£) oF THE Crvit Service RetTireMENT Act, As AMENDED 


“‘(e) Interest under subsection (c) or (d) shall be computed from 
the midpoint of each service period included in the computation, or 
from the date refund was paid, to the date of deposit or commencing 
date of annuity, whichever is earlier. The interest shall be computed 
at the rate of 4 per centum per annum to December 31, 1947, and 
3 per centum per annum thereafter compounded annually. Such 
deposit may be made in one or more installments. No interest shall 
be charged for any period of separation from the service which began 
before October 1, 1956.” O 
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85TH CoNnGREsS } SENATE { Report 
1st Session No. 65 





URGENT DEFICIENCY APPROPRIATION BILL, 1957 





Fesrvuary 14, 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R. 4249] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 4249) making appropriations for the fiscal year ending June 
30, 1957, and for other purposes, report the same to the Senate with 
various amendments and present herewith information relative to 
the changes made. 


Amount of bill as passed House_........--.-------- $335, 090, 000 
Amount of increase by Senate committee...........- 15, 936, 500 

Amount of bill as reported to Senate......-.-. 351, 026, 500 
Amount of Budget estimates_..............--..-.-. 357, 067, 500 
Under Dadget exGimiates... oon cc ccheducdecdesccedad 6, 041, 000 
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CHAPTER I 
DEPARTMENT OF AGRICULTURE 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


The committee recommends approval of the budget estimate. The 
committee recommends that the language inserted in the House bill 
be stricken out and insert in lieu thereof the following language 
proposed in the estimate: 


Not to exceed $25,000,000 of the appropriation granted under 
the head ‘‘Agricultural Conservation Program Service’, in the 
Department of Agriculture and Farm Credit Administration 
Appropriation Act, 1956, shall be available until June 30, 
1958, to enable the Secretary to make payments to farmers who 
carry out emergency measures to control wind erosion on farm- 
lands or to rehabilitate farmlands damaged by wind erosion, 
floods, hurricanes, or other natural disasters when, as a result 
of the foregoing, new conservation problems have been created 
which, (1) if not treated, will impair or endanger the land, 
(2) materially affect the productive capacity of the land, (8) 
represent damage which 1s unusual in character and, except 
for wind erosion, is not the type which would recur frequently 
in the same area, and (4) will be so costly to rehabilitate that 
Federal assistance is or will be required to return the land to 
productive agricultural use, and for reimbursement.to the appro- 
priation to the President for ‘Disaster relief’’, for allocations 
to the Secretary of Agriculture for such purposes: Provided, 
That this appropriation may be expended without regard to the 
adjustments required under section 8 (e) of the Soil Conserva- 
tion and Domestic Allotment Act, as amended (16 U. S. C. 
590h), and may be distributed among States and individual 
farmers without regard to other provisions of law. 


This amendment restores. the budget estimate which requested 
authority to make $25,000,000 of unexpended balances provided under 
the head ‘Agricultural Conservation Program Service” in the Appro- 
priation Act, 1956, to be available until June 30, 1958, to carry out 
emergency wind erosion and related land treatment measures. The 
House bill proposed making a direct appropriation of $15,000,000 for 
this purpose, with availability limited to June 30, 1957. 


Farmers’ Home ADMINISTRATION 
DISASTER LOAN REVOLVING FUND 


The committee approves the language proposed in the estimate 
which increases the limitation in the fund by $25,000,000 for emergency 
feed and seed assistance to farmers and ranchers. This represents an 
increase of $10,000,000 over the House bill. The amount recommended 
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will provide badly needed funds to continue emergency feed assistance 
in widespread drought areas, to enable the Department to reimburse 
the President’s disaster relief fund for an advance of $8,000,000, and 
to provide a reserve. 

he committee has concluded that there was no legislative intent 
under Public Law 875, or Public Law 115, as amended, which are the 
respective authorities used to designate a disaster area, or to provide 
emergency Federal assistance thereunder, which requires a commit- 
ment for State participation of a fixed percentage of program costs. 
It is the opinion of the committee that such a requirement would 
establish an unsound precedent by the Government in rendering 
Federal assistance to areas affected by natural disasters. 
‘ i committee recommends addition of a proviso to the bill as 
ollows: 


: Provided, That, from the funds available, upon request of 
the Governor of any State, assistance to farmers, ranchers, 
and stockmen in major disaster areas under section 2 (d) of 
the Act of April 6, 1949, as amended (12 U. 8S. C. 1148a-2 
(D)), in providing roughage for livestock shall include assist- 
ance in procuring cottonseed meal or pellets which are available 
in the area, in amounts recommended by the State extension 
service as necessary to supplement available grazing or roughage 
to preserve basic herds of range livestock, wpon conditions that 
such assistance shall be available only to farmers, stockmen, 
and ranchers who have customarily fed such protein supple- 
ments to their range livestock and that the price of such protein 
supplements, whether acquired by the State or by the Secretary 
of Agriculture and resold at less than cost or acquired by the 
farmer, rancher, or stockman from commercial suppliers, shall 
not exceed the average price charged by suppliers during the 
calendar year 1956. Insofar as funds are available, the Federal 
contribution hereunder for cottonseed meal or pellets shall be 
comparable in amount to the assistance made available to farmers 
in major disaster areas in the purchase of feed grains under 
section 301 of the Agricultural Trade Development and Assist- 
ance Act of 1954 (7 U. S. C. 1427) 


The purpose of the committee amendment is to make cottonseed 
meal and pellets a part of the emergency roughage program, at a rate 
of Federal participation comparable to feed grains furnished from 
Government inventories. The use of cottonseed products is to be 
limited to supplemental feeding of basic range livestock herds, in 
areas where cottonseed is produced, and customarily used as supple- 
mental range feed. 

No price increase in cottonseed or other protein feed meals will 
result, since cottonseed meal will not be made a part of the program in 
areas where the cost per ton or hundred-weight exceeds the average 
price charged by suppliers during calendar year 1956. 


LOAN AUTHORIZATIONS 


The committee recommends $26,000,000, which is an increase of 
$6,000,000 over the House allowance, and restores the budget esti- 
mate, for farm ownership loans under title I of the Bankhead-Jones 


Act, as amended. 





ee 


CHAPTER II 
SMALL BUSINESS ADMINISTRATION 


Salaries and expenses—The committee recommends the amount 
of $1,200,000, to be derived by transfer from the revolving fund. 
This amount is $100,000 more than the amount allowed by the House 
and a reduction of $100,000 in the budget estimate. 

Revolving fund.— The $45,000,000 recommended by the committee 
is identical with the amount allowed by the House and a reduction 
of $5,000,000 in the budget estimate. 

The President approved the bill increasing the business loan 
limitation on February 11, 1957. 











CHAPTER III 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Pusiic HEeEAuttsa SERVICE 


FOREIGN QUARANTINE SERVICE 


CR I ea $3, 315, 000 
Mn. CC. os teh coum ewnag aienamewe 67, 500 
OS 2. 0 Ua oti Ga caw ne bnbicwccuucece None 
eI CRIIATINOINI ONO 8 cw cunvenamenawceuncua 67, 500 


The committee recommends approval of the budget estimate, 
$67,500, to enable the Foreign Quarantine Service to make overtime 
payments to its inspectors and thus provide round-the-clock inspec- 
tion to vessels. The added service here provided for has long been 
sought by shipping companies, the loss to whom, the committee was 
advised, by delay in inspection amounts to from. $10 to $12 million 
a year. 

The committee also recommends the striking out of the provision 
in the bill which would have provided overtime inspection, at prem- 
ium rates of pay, to be borne by the master, owner, agent, or con- 
signee of the vessel inspected, under identical provisions now covering 
the overtime activities of the Immigration and Naturalization Service. 
Under such provisions overtime inspection would be compensated at 
ts much as four times the basic hourly rate of pay, in the case cited 
before the committee—3 hours overtime from 8 p. m. to 11 p. m., b 
an inspector at a basic rate of $3 an hour, entitled to $36 for Hick 
overtime. A bill, H. R. 6253, 83d Congress, providing the identical 
overtime pay for quarantine inspection, was vetoed by the President 
because of such special rates for overtime. 


SocraL Security ADMINISTRATION 


GRANTS TO STATES FOR PUBLIC ASSISTANCE 


DRRIINNDRURNR 22 eo eee cee Seva eoueaeues $1, 300, 000, 000 
EIS ND ooo a eke meri cuneate buewan 277, 000, 000 
I eta oe ellis GUE i dite te'dhics eal gt iene linda 275, 000, 000 
[poemees pecommmendation..............................-<.«- 275, 000, 000 


The committee while approving the House allowance recommends 
the striking out of the limitation which would have provided “not more 
than $15,728,000 of this amount” for State and local administration. 

There was doubt in the committee that the limitation as worded 
would have resulted in the nonpayment by the Federal Government to 
any State of its statutory obligation—“an amount equal to one-half 
of the total of the sums expended * * * as found necessary by the 
Secretary of Health, Education, and Welfare for the proper and 
efficient administration of the State plans.” The limitation afforded a 
sum for administrative expenses—$15,728,000—greater than that 
which the Department testified was necessary—$7,000,000—out of 
the supplemental request. 


6 





2 Sem ecyenen: 


URGENT DEFICIENCY APPROPRIATIONS, 1957 7 


This committee in 1954 in consideration of the Third Supplemental 
Appropriation bill, H. R. 8481, was confronted with a like situation. 
It recommended, and the Senate approved, the striking out of the 
limitation, but in its report thereon indicated its concern. And later 
in reporting the regular appropriation bill for fiscal year 1955 the com- 
mittee recommended the inclusion of a limitation. The limitation 
was not agreed to by the Senate. 

If the House limitation were to have the effect its proponents 
endowed it with—limiting the Federal share of the State and local 
agencies administrative expenses to $99 million for the current fiscal 
year—which eventuality is doubted by this committee as stated above, 
there would be a deficit of not $2 million but perhaps $5 million in the 
Federal share, a statutory obligation, of such expenses. While the 
Congress was advised that the estimate of the Federal share of these 
expenses for the year would be $101 million, indications now are that 
it may be as much as $104 million. Net payments to the States for 
the first half of the year amounted to $51,611,266, which projected 
for the entire year would be in excess of $103 million, but it is not 
unlikely that the administrative costs will continue to rise in the 
second half, resulting in the need for approximately $104 million. 

It is the view of the committee that any limitations on the Federal 
share of administrative costs in the operation of public assistance 
programs should be considered by the Committee on Finance. There 
was a bill before it in the last session proposing extensive changes in the 
public assistance titles of the Social Security Act but there appears 
to have been no consideration given to limiting the administrative 
costs of the programs. 











CHAPTER IV 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 


ACQUISITION OF STRATEGIC MINERALS 
Appropriation, fiscal year 1957 (Second Supplemental Appropri- 


eee and 2 LULU SU UL ets $21, 000, 000 
Supplemental estimate (H. Doc. 48)_............-.-.-----.---- , 000, 
eth ac cnaldy, mata cuhihesnuiemes-mnrbeammnebrensiacenedn one 
Committee recommendation. -................-.-.-.--..---.-- 30, 000, 000 


The committee recommends the allowance of the supplemental 
estimate of $30,000,000 for the acquisition of strategic minerals 
(tungsten, asbestos, acid-grade fluorspar, and columbium-tantalum). 
These funds are required to carry out the provisions of Public Law 733 
of the 84th Congress, known as the Domestic Tungsten, Asbestos, 
ra eee, and Columbium-Tantalum Production and Purchase Act 
of 1956. 

The committee considered funds for this program during the latter 
part of the last session of Congress. In recommending an appropri- 
ation of $35,000,000, the committee stated in its report (S. Rept. No. 
2770, 84th Cong.): 


The budget estimate for this program—$91,670,000—is the 
estimated cost of the program for 2% years. It is the view of 
the committee that the sum recommended is adequate to 
carry out the program through January of 1957. The com- 
mittee expects the Department to submit a supplemental 
request for funds, through the Bureau of the Budget, when 
additional funds are required. 


In recommending the initial appropriation ($21,000,000 was agreed to 
in the conference committee) the committee gave its approval to the 
intent of the authorizing act, which is to grant interim relief to the 
producers of tungsten, asbestos, acid-grade fluorspar, and columbium- 
tantalum until such time as a long-range nondefense minerals policy is 
submitted to and acted on by the Congress. 

It is the understanding of the committee that this long-range policy 
will apply to all domestic strategic minerals. 

It is the view of the committee that if this ‘tne is discontinued 
at this time the resulting loss to many of the producers will be so 
great that they will not be able to recover. The effect of such action 
would be directly opposite to the intent of Public Law 733, which was 
to maintain our domestic sources of these minerals. 

The committee recommends the inclusion of a provision to authorize 
the acceptance of offerings of ore by tungsten producers made between 
the date on which such purchases had to be stopped (December 1, 
1956) for the lack of funds and the date additional funds become 
available. This provision is necessary inasmuch as the authorizing 
Act—Public Law 733—contains the following limitation on the 
amount of tungsten ore that can be purchased from any one producer 
in a calendar month: 


: Provided, That the Department of the Interior shall not 
accept offers for delivery in any one calendar month, from 
any one producer, in excess of five thousand short ton units 
originating in any one mining district from the properties 
controlled by such producer. * * * 
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CHAPTER V 
PUBLIC WORKS 
DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 


DEPARTMENT OF THE ARMY 
RIVERS AND HARBORS AND FLOOD CONTROL 


CONSTRUCTION, GENERAL 


The committee recommends the following amendment: 


That portion of title III of the Act of July 2, 1956 (Publie 
Law 641, Eighty-fourth Congress, 70 Stat. 474, 480) that 
pertains to the purchase of lands and improvements in the 
Buford-Trenton Irrigation District in lieu of protecting said 
Buford-Trenton Irrigation District in connection with devel- 
opment, construction, and operation of the Garrison Dam and 
oor project on the Missouri River, is amended to read as 
ollows: 

“That in leu of protecting the East Bottom of Buford- 
Trenton Irrigation District, the sum of $1,621,791 of the funds 
herein or hereafter appropriated for the Garrison Dam and 
Reservoir project on the Missourt River shall be available for 
the purchase of lands and improvements in and contiguous to 
the Buford-Trenton Irrigation District, exclusive of tracts num- 
bered H. H. 3170, and H. H. 3168, and not to exceed $2,000,000 
shall be available to the Corps of Engineers for protection of 
the intake structure of the pumping plant in Zero Bottom and 
for the construction of bank protection to prevent erosion in the 
Missouri River adjacent to the Buford-Trenton irrigation proj- 
ect. The substitution of land acquisition for protection shall 
be made and the Secretary of the Army shall acquire such land 
and improvements if all of the landowners, except Lester G. 
Larson, the heirs of Louis Morin, Junior, and the heirs of A. 
Desjarlais, on or before June 30, 1957, have offered to sell 
their property on the terms agreeable to said landowners, and 
within the amount provided for such land acquisition: Provided, 
That the Chief of Engineers, United States Army, is authorized 
to acquire by condemnation proceedings, in the appropriate 
United States district court, tract 208C of the Buford-Trenton 
Project, Williams County, North Dakota, according to the 
recorded plat thereof which tract is owned by Lester G. Larson, 
the public domain allotment of A. Desjarlais, now deceased, 
described as Government lots 5 and 8 in section 19 and Gov- 
ernment lot 1 in se:tion 30, township 158 north of range 102 
west of the fifth principal meridian, North Dakota, and the 
public domain allotment of Louis Morin, Junior, now deceased, 
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described as the west half southwest quarter, section 16, and the 
north half southeast quarter, section 17, township 153 north, 
range 102 west, fifth principal meridian, North Dakota, in 
connection with the construction and operation of the Garrison 
Dam and Reservoir: Provided further, That in the event land 
acquisition is undertaken in lieu of protection of the East 
Bottom, that in recognition of the increased per acre annual 
operation and maintenance cost of the remaining lands in the 
Buford-Trenton Irrigation District, the construction charge 
obligation assignable to the remaining lands of said district pur- 
suant to the Act of October 14, 1940 (54 Stat. 119), as amended, 
and the proposed contract between the United States and Buford- 
Trenton Irrigation District, approved as to form February 23, 
1955, shall be nonreimbursable, and the Secretary of the Interior 
as authorized and directed to enter into a contract with the 
Buford-Trenton Irrigation District to transfer operation and 
maintenance responsibility for project works constructed by the 
Bureau of Reclamation for the benefit of the Buford-Trenton 
Irrigation District to such district.” 





CHAPTER VI 
LEGISLATIVE BRANCE 
SENATE 


OFFICE OF THE VICE PRESIDENT 


The committee has allowed an additional sum for clerical assistance 
to the Vice President in the amount of $5,000. 


ADMINISTRATIVE AND CLERICAL ASSISTANTS TO SENATORS 


The committee recommends that the following perseraph making 
provision for additional clerical assistants to each of the Senators 
from the States of Louisiana and Ohio be added to the bill: 


Administrative and clerical assistants to Senators: For an 
additional amount for administrative and clerical assistants for 
each Senator from the States of Louisiana and Ohio so that the 
allowance for each Senator from the State of Louisiana will be 
equal to that allowed Senators from States having a population 
of over three million, the population of said State having exceeded 
three million inhabitants, and so that the allowance for each 
Senator from the State of Ohio will be equal to that allowed Sena- 
tors from States having a population of over nine million, the 
population of said State having exceeded nine million inhabit- 
ants, $8,000. 


INQUIRIES AND INVESTIGATIONS 


The committee recommends an additional amount of $25,000 for 
the fiscal year 1956, and the sum of $820,000 for the remainder of the 
fiscal year 1957. 


AUTOMOBILES FOR THE PRESIDENT PRO TEMPORE AND 
THE MAJORITY AND MINORITY LEADERS 


The following paragraphs are recommended for inclusion in the bill: 


Automobile for the President pro tempore: For an additional 
amount for purchase, exchange, driving, maintenance, and 
operation of an automobile for the President pro tempore of the 
Senate, $2,000. 

Automobiles for the majority and minority leaders: For an 
additional amount for purchase, erchange, driving, mainte- 
nance, and operation of two automobiles, one for the majority 
leader of the Senate, and one for the minority leader of the Senate, 
$4,000. 


Annual trade-ins for the vehicles referred to would require approxi- 
mately $3,500 per vehicle, which added to the salary of chauffeur and 
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operation and maintenance would require an annual appropriation of 
$10,600, or a total of $21,200 for a 2-year period. 

Biannual exchanges would require approximately $5,500 in each odd 
numbered year. ‘The appropriation required to trade-in biannually, 
including the salary of chauffeur and operation and maintenance, 
would be $12,600 in the odd numbered year and $7,100 in the even 
numbered year, or a combined total of $19,700 for the 2 years. 

By making biannual exchanges a saving of $1,500 on each vehicle 
over the 2-year period will caealt. 

The above amendments will permit the trade-in of vehicles during 
the odd-numbered year (1957). If this is done the estimates for the 
fiscal year 1958 can be reduced from $9,125 to $7,125 to compensate 
for the funds made available in this bill. 


JOINT COMMITTEE ON NAVAJO-HOPI INDIAN ADMINISTRATION 


The committee recommends that the following paragraph be added 
to the bill: 


Joint Committee on Navajo-Hopi Indian Administration: 
For salaries and expenses of the Joint Committee on Navajo- 
Hopi Indian Administration, $5,000, to remain available during 
the existence of the committee. 
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85TH ConGREss dj SENATE { Report 
1st Session No. 66 





APPOINTMENT OF JOHN NICHOLAS BROWN TO THE 
BOARD OF REGENTS OF THE SMITHSONIAN INSTITU- 
TION 


Fesrvuary 14, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany S. J. Res. 47] 


The Committee on Rules and Administration to whom was referred 
the joint resolution (S. J. Res. 47) providing for the filling of a vacancy 
in the Board of Regents of the Smithsonian Institution, of the class 
other than Members of Congress, having considered the same, report 
favorably thereon without amendment and recommend that the joint 
resolution do pass. 

Title 20, section 42, United States Code, provides in relation to the 
Institution’s Board of Regents that in addition to the Vice President 
and the Chief Justice of the United States, and Members of Congress, 
the Board shall be composed of— 


* * * six other persons, other than Members of Congress 
two of whom shall be resident in the city of Washington; and 
the other four shall be inhabitants of some State, but no two 
of them of the same State. 


Mr. Brown’s appointment to succeed Everette Lee DeGolyer, de- 
ceased, is within the classification of citizen regents who reside 
outside the District of Columbia. 

A brief biography of Mr. Brown with an accompanying letter from 
Leonard Carmien secretary of the Institution, to the chairman of 
the Committee on Rules and Administration, Senator Thomas C, 
Hennings, Jr., follow: 
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2 APPOINTMENT OF JOHN NICHOLAS BROWN 


SMITHSONIAN INSTITUTION, 
Washington, D. C., February 7, 1957. 


Hon. Tuomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator Henninos: Thank you very much indeed for your 
letter of February 2, 1957, and for the appended copy of Senate Joint 
Resolution 47, which was introduced in the Senate on January 29 by 
Senator Anderson of New Mexico, providing for the filling of a va- 
cancy in the Board of Regents of the Smithsonian Institution, of the 
class other than Members of Congress. 

At the recent annual meeting of the Board of Regents of the 
Smithsonian Institution, held on January 18; 1957, in compliance with 
long-standing custom, the names of individuals who might be recom- 
mended for membership on the Board were considered with great 
care, and Mr. Brown was unanimously, and I may say enthusiastically, 
recommended. The following Members of the United States Senate 
were present as Regents at this meeting: Senator Clinton P. Anderson 
of New Mexico, Senator Leverett Saltonstall of Massachusetts, 
Senator H. Alexander Smith of New Jersey. 

You asked for a background statement on Mr. Brown, and I am 
enclosing a copy of his biography from Who’s Who in America. 
Mr. Brown has had much experience in scientific administration 
because during the time he was Assistant Secretary of the Navy for 
Air (1946-49) he served as coordinator of the Navy’s large scientific 
research program. He is, I know, keenly interested in and knows 
much about the materials of our National Air Museum. He has a 
collection of works of art of his own, and is nationally known for his 
wide interests in the art world. Professional museum interests have 
also claimed much of his time. He and his wife, the former Anne 
Seddon Kinsolving, have informally advised the Smithsonian Insti- 
tution on many occasions. Recently they have made an important 
gift of paintings to the Institution. 

Please let me know if I can provide you with any further information 
concerning this matter. 

Sincerely yours, 
LEONARD CARMICHAEL, Secretary. 


Joun Nicuoitas Brown 
(P. 334 Who’s Who in America) 


Brown, John Nicholas, real estate; born New York, N. Y., February 
21, 1900; s. John Nicholas and Natalie Bayard (Dresser) B.; grad. St. 
George’s Sch., Newport, R. I., 1918; A. B., magna cum laude, Harvard, 
1922, a. m.,. 1928; (hon.) LL. D., Rippn. Coll., 1947; R. I. State Coll., 
1948; m. Anne Seddon Kinsolving, October 18, 1930; children— 
Nicholas, John Carter, Angela Bayard. President Counting House 
Corporation; trustee Providence Institution for Savings; Assistant 
Secretary of Navy for air, 1946-49, Ist chmn. R. I. State Planning Bd. 
Served in United States Navy, 1918. Trustee Rhode Island Found., 
Butler Hosp., Byzantine Inst., Am. Sch. for Classical Studies at 
Athens, St. George’s Sch.; fellow and mem. advisory and exec. Com. 
Brown U.; mag. com. John Carter Brown Library (Brown U.). 
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Del. Gen. Conv. P. E. Ch., 1925, 28, 31, 34, 37, 43, 46, 49, 52; mem. 
standing com. Diocese R. I. Hon. mem. Am. Inst. Archts., Mass. 
Hist. Soc. Phi Beta Kappa (Brown Chpt.), v. p. Soc. of the Cin. in 
R. I. and Providence Plantations; treas. and chmn. exec. com. Mediae- 
val Acad. Am. Adviser on cultural matters, U. S. Group Control 
Council, 1945, Democrat. Clubs: New York Yacht, Harvard (New 
York City); Eastern Yacht, Tavern, Harvard (Boston); Newport 
Country, Reading Room, Clambake, Spouting Rock Beach, Newport 
Yacht, Ida Lewis Yacht (Newport); Hope, Agawam Hunt, Providence 
Art (Providence); Fishers Island Country. Home: Harbour Court, 
Newport, R.I. Office: 50 South Main Street, Providence, R. I. 
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PRINTING OF HEARINGS TO AMEND SECTION 2 
OF THE CLAYTON ACT 


Fesruary 14, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 13] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con Res. 13) to provide for the printing 
of additional copies of hearings held by the Subcommittee on Anti- 
trust and Monopoly of the Committee on the Judiciary, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the concurrent resolution be agreed to by the Senate. 

This resolution would print for the use of the Committee on the 
Judiciary 2,000 additional copies of the hearings held by the Sub- 
committee on Antitrust and Monopoly of the Committee on the 
Judiciary in 1956 on bills to amend section 2 of the Clayton Act at 
a cost of $2,956.82. 

The necessity for these reprints is set out in a letter from the chair- 
man of the Committee on the Judiciary, Senator James O. Eastland, 
to the chairman of the Committee on Rules and Administration, 
Senator Thomas C. Hennings, Jr., as follows: 


Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
February 11, 1957. 
Hon. Toomas C. Henninos, Jr., 
irman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrmMan: The Committee on the Judiciary at its 
meeting of February 4, 1957, favorably reported Senate Concurrent 
Resolution 13, which would authorize the printing of 2,000 additional 
copies of the hearings held by the Subcommittee on Antitrust and 
Monopoly in the last session on bills to amend section 2 of the Clay- 
ton Act. 
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Due to the great public interest engendered by legislation to amend 
the Robinson-Patman Act, the supply of hearings of last year are 
now exhausted. The subcommittee will hold additional hearings in 
this session on similar bills and it is necessary that the subcommittee 
have a reprint of last year’s hearings to accommodate the many 
requests which the subcommittee has been unable to fill. 

I hope that the Committee on Rules and Administration will take 
favorable action on Senate Concurrent Resolution 13 at its next 
meeting. 

With kindest regards, I am 
Sincerely yours, 










James O. Eastuanp, Chairmin, 


O 











Calendar No. 66 


85TH CONGRESS t SENATE Report 
1st Session No. 68 





PRINTING OF REPORT ON AIRPOWER 


Frpruary 14, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration 
submitted the following 


REPORT 


[To accompany §S. Res. 93] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 93) authorizing the printing as a Senate docu- 
ment of the report on an investigation of airpower and providing for 
additional copies, having considered the same, report favorably 
thereon without amendment and recommend that the resolution be 

agreed to by the Senate. 

~T his resolution would print as a Senate document the findings of an 
investigation of airpower by the Subcommittee on the Air Force of the 
Committee on Armed Services with 5,000 additional copies being 
printed up for the use of that committee, at an estimated cost of 
$1,350.28 

This printing is considered necessary by the chairman of the sub- 
committee referred to, Senator Stuart Symington, inasmuch as the 
demand for copies has far exceeded the limited supply obtained as a 
committee print and because the requests for copies by all Members of 
Congress cannot now be met. 

O 
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CLERICAL ASSISTANTS FOR THE COMMITTEE ON LABOR 
AND PUBLIC WELFARE 


Fesruary 14, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S&S. Res. 75] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 75) to authorize additional clerk hire for the 
Committee on Labor and Public Welfare, having considered the same, 
report favorably thereon without amendment and recommend that 
the resolution be agreed to by the Senate. 

This resolution would authorize the employment by the Committee 
on Labor and Public Welfare of four clerical assistants from February 
1, 1957, through January 31, 1958, at an overall cost of $23,966.23. 
The resolution is in the form and accomplishes the same purposes 
for such committee as precedent resolutions adopted by the Senate 
since the 83d Congress. 

A memorandum in further explanation of the resolution submitted 
by the chairman of the Committee on Labor and Public Welfare, 
Senator Lister Hill, to the chairman of the Committee on Rules 
and Administration, Senator Thomas C. Hennings, Jr., is as follows: 


Unitep States SENATE, 
ComMITTEE ON LABOR AND Pusiic WELFARE, 
January 29, 1957. 


Memorandum to: Hon. Thomas C. Hennings, Jr., chairman, Com- 
mittee on Rules and Administration. 
From: Hon. Lister Hill, chairman, Committee on Labor and Public 

Welfare. 

Re: Senate Resolution 75, 85th Congress, 1st session. 

The Committee on Labor and Public Welfare has by unanimous 
vote requested approval of Senate Resolution 75 to authorize this 
committee to continue the employment of four additional clerical 
assistants whose positions were first approved by your committee 
during the 1st session of the 83d Congress by Senate Resolution 37, 
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and subsequently reapproved by Senate Resolution 186 of the 2d 
session of the 83d Congress, by Senate Resolution 34 of the 1st session 
of the 84th Congress, and by Senate Resolution 194 of the 2d session 
of the 84th Congress. These positions thus have been authorized 
since February 1, 1953. 

The funds which will be required under the terms of this resolution 
are as follows: 


Total annual apvpropriation (Feb. 1, 1957 through Jan. 31, 1958)__. $23, 966. 23 


The committee expects that its workload will continue to be as 
heavy as it has been in previous sessions, and that it will need the 
services of the 4 additional clerical assistants as much during the next 
12 months as in the past. 

This resolution is to provide solely for the purpose of paying the 
salaries of the following persons at the following gross rates: 


a I Ne oe tae ae betenbekwees $6, 762. 27 
II EN a ccd bunmen awake camaeea 6, 145. 69 
I a a as a nll 5, 734. 66 
Sri Gee ee dd. J2os OA021..0ut eI... 8s JO 5, 323. 61 


On behalf of the Committee on Labor and Public Welfare, may I 
I express the hope that your committee will be able to give prompt 
approval to Senate Resolution 75. 
Lister Hit. 


O 
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TO PROMOTE PEACE AND STABILITY IN 
THE MIDDLE EAST 


Frepruary 14, 1957,—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations and the 
Committee on Armed Services, submitted the following 


REPORT 


[To accompany 8S. J. Res. 19] 


The Committee on Foreign Relations and the Committee on Armed 
Services, hereinafter referred to as the “joint committee’, having 
had under consideration the President’s address of January 5, 1957, 
on the situation in the Middle East and Senate Joint Resolution 19 and 
House Joint Resolution 117, report Senate Joint Resolution 19 with 
an amendment in the nature of a substitute and recommend that it 
do pass. 

1. MAIN PURPOSE OF THE RESOLUTION 


The main purpose of the joint resolution is to put the Soviet Union 
on notice that Communist aggression in the Middle East would be a 
serious threat to the vital interests of the United States. To this 
end, the resolution declares the readiness of the United States to use 
armed force to defend the area against overt armed aggression by any 
country controlled by international communism. It further enables 
the President to waive certain existing restrictions on the use of mutual 
security appropriations to the extent of $200 million for military and 
economic assistance to Middle East nations. 


2. COMMITTEE ACTION 


The joint resolution was introduced, as Senate Joint Resolution 19, 
on January 9, 1957, by Senator Green, for himself and Senator Wiley. 
Prior to that date, however, the proposed resolution had been con- 
sidered by the Committee on Foreign Relations at a meeting with 
Secretary of State Dulles on January 2 and had been the subject of 
an address by the President to a joint session of the Congress on 
January 5 (H. Doc. 46). It had also been introduced as House Joint 
Resolution 117 by Mr. Gordon in the House on that date. 
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Senate Joint Resolution 19 and subsequently House Joint Resolu- 
tion 117, which was passed by the House of Representatives on Janu- 
ary 30, 1957, by a vote of 355 to 61, were by unanimous consent re- 
ferred to the Committee on Foreign Relations and the Committee on 
Armed Services jointly under the following agreement of the Senate 
entered into on January 23: 


Ordered by unanimous consent, That the agreement en- 
tered into on Monday, January 7, 1957, with reference to 
joint hearings by the Committees on Foreign Relations and 
Armed Services on the President’s Middle East proposal, be 
modified to read as follows: 

“Ordered by unanimous consent, That an official copy of 
the message of the President of the United States on the 
Middle East proposal, delivered before the two Houses in 
joint session on Saturday, January 5, 1957, together with 
the joint resolution (S. J. Res. 19) to authorize the President 
to undertake economic and military cooperation with nations 
in the general area of the Middle East in order to assist in 
the strengthening and defense of their independence, intro- 
duced on January 9, 1957, and referred to the Committee on 
Foreign Relations, be referred to the Committee on Foreign 
Relations and Armed Services jointly for consideration and 
study, including the holding of hearings, if deemed advisable 
and that the said committees, acting through the chairman 
of one of said committees, shall at the earliest practicable 
date, submit a report to the Senate thereon. 

“The procedure above indicated shall not be deemed as 
establishing a precedent in future cases of a similar nature.” 


The joint committee, which was presided over by Senator Green, 
began consideration of the joint resolution with public hearings on 
January 14, 15, 24, and 25 at which Secretary of State John Foster 
Dulles was the principal witness. He was accompanied by Adm. 
Arthur W. Radford, Chairman, Joint Chiefs of Staff, and John B. 
Hollister, Director, International Cooperation Administration. On 
January 28 and February 1, Secretary Dulles returned for further 
examination in executive session. Admiral Radford testified and was 
questioned in executive sessions on January 29 and 30. 

Nongovernment witnesses who had asked to testify were heard by 
the joint committee in public session on February 4. _ These included 
a number of private individuals and also representatives from the 
American Legion, the American Veterans Committee, the American 
Association for the United Nations, the Friends Committee on 
National Legislation, Americans for Democratic Action, the Women’s 
International League for Peace and Freedom, the Committee for 
Security and Justice in the Middle East, the American Zionist Com- 
mittee for Public Affairs, and the United States Arab-Asian Institute, 
Ine. Charles J. Kersten and Hamilton Fish, former Members of 
Congress, also testified. 

They were followed by present and former officials of the United 
States Government who had been invited by the joint committee to 
present their views in executive session. Herbert Hoover, Jr., former 
Under Secretary of State appeared on February 5; George Wadsworth, 
United States Ambassador to Saudi Arabia, and Joseph C. Green, 
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former United States Ambassador to Jordan, on February 6; Henry 
A. Byroade, United States Ambassador to the Union of South Africa 
and former Ambassador to Egypt, on February 7; Jefferson Caffery, 
former United States Ambassador to Egypt, on February 8; and James 
G. McDonald, former United States Ambassador to Israel, on Feb- 
ruary 8 and 11. 

Also on February 11, in public session, the joint committee heard 
Senator Joseph C. O’Mahoney and received statements from Senator 
William A. Purtell, and Senator John A. Carroll. 

The hearings of the joint committee in executive sessions have been 
edited in order to delete security information and have been printed 
in two volumes for the use of the Senate together with the public 
testimony. 

On February 12 and 13 the joint committee met in executive session 
to consider the joint resolution. It had referred to it, in addition to 
Senate Joint Resolution 19 and House Joint Resolution 117, the fol- 
lowing resolutions: Senate Joint Resolution 42, by Senator Morse, to 
promote peace and stability in the Middle East; Senate Joint Resolu- 
tion 45, by Senator Mansfield, relative to the use of Armed Forces 
by the President to preserve the independence and territorial integrity 
of the nations of the Middle East, and for other purposes; and Senate 
Resolution 80, by Senator Fulbright, to express the attitude of the 
Senate as to the policy of the United States in the achievement of 
international peace and security in the Middle East. 

The joint committee decided to take action on Senate Joint Resolu- 
tion 19 and on February 13, 1957, by a vote of 20 to 8, voted to report 
it favorably with an amendment in the nature of a substitute to the 
Senate. 

38. WHY THE RESOLUTION IS NECESSARY 


The Middle East is important economically, geographically, strate- 
gically, and politically. 

From the economic point of view, the Middle East contains 70 
percent of the world’s known oil reserves. Middle East production 
normally supplies 20 percent of the oil used by the free world and 75 
percent of Western Europe’s oil imports. The area is also an im- 
portant source of chrome and manganese. 

Geographically, the Middle East is the link between Asia, Europe, 
and Africa. The importance of the Suez Canal as a shipping artery 
has often been emphasized, but it has now been made dramatically 
clear in the weeks since the canal has been blocked. The Middle 
Kast is hardly less important for air transportation. All of the major 
air routes from North America and Europe to south Asia go through 
the area. The only alternatives are to go over the greater distances 
of the Pacific or, at considerable expense and inconvenience, to re- 
locate these routes through central Africa and across the Arabian 
Sea to India. 

The strategic importance of the Middle East is perhaps best under- 
stood by contemplating what the situation would be if the area were 
drawn behind the Iron Curtaim. Such an event would put the Soviet 
Union in a position to deny to the free world access to the Middle East 
and its resources. It also would extend Soviet power to the Indian 
subcontinent and to Africa. It would outflank India on the one hand, 
and Europe on the other. The Soviet Union would become a Mediter- 
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ranean power and would also have ports on the Persian Gulf and the 
Arabian Sea. American airbases at Dhahran, Saudi Arabia, and 
Wheelus Field, Libya, would be lost and United States bases in 
Morocco would be threatened. Indeed, all of Africa would be seri- 
ously endangered, and Western Europe itself would be in grave peril, 
as would south and southeast Asia. Such an event, in short, would 
have extremely adverse consequences upon the security and the 
economy of the United States. 

From the political point of view, the Middle East is important 
because of its cultural and religious associations and because of the 
prominent role Middle Eastern states play in world politics. The 
Moslem world, of which the Middle East is the center, stretches from 
Morocco on the west to Indonesia on the east. The attitudes of 
Middle East states are influential in determining the attitudes of other 
states in Asia and Africa. This was demonstrated at the Bandung 
Conference in April 1955 and has likewise been demonstrated on a 
number of occasions in the United Nations. 

This general area of the Middle East, which is so important to the 
United States, is characterized by extreme contrasts—wealth and 
poverty, ancient hereditary rule in some countries, and political insti- 
tutions of different kinds. The poverty, the political instability, and 
the social tensions of the area all add up to weakness, and weakness 
today means danger. 

In the last 18 months, this weakness has been exploited, and the 
danger has been intensified, through increasing Soviet efforts to 
penetrate the area by means of such devices as arms deals, trade 
agreements, and cultural missions. At the same time, through 
propaganda and otherwise, the Sovict Union has sought to exacerbate 
the already inflamed national rivalries. 

The background of this situation has deep historical roots and is 
infinitely complex. For purposes of considering the present joint 
resolution, however, three central facts stand out: 

1. The passions resulting from the Arab-Israeli war of 1948-49, 
its aftermath, and the Anglo-French-Israeli invasion of Egypt 
in October-November 1956. 

2. The nationalism which is characteristic of the area and 
which frequently finds an outlet in antiwestern expressions and 
policies. 

3. The historical Russian ambitions in regard to the area. 

The first two of these facts, in'‘particular, involve a high degree of 
emotion. 

At the close of World War II, the Soviet Union made a considerable 
effort to penetrate Greece and Iran and to intimidate Turkey. This 
effort was effectively countered by vigorous action on the part of both 
the United States and the United Nations. The Greek-Turkish aid 
program, authorized by Congress in 1947, played an especially promi- 
nent role. Thereafter, except for indirect activities through local 
Communist parties, such as the Tudeh Party in Iran, the Soviet Union 
did not devote particular attention to the Middle East until the 
summer of 1955. At that time, an agreement was signed between 
Egypt and Czechoslovakia whereby Egypt would receive arms in 
return for cotton. This agreement, which was announced September 
27, was followed on October 10 by a Soviet announcement that the 
U.S. S. R. was ready to give the Arab countries “any help they need” 
to carry out economic development projects. 
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At the end of 1953, there were 20 trade and payment agreements in 
force between the Soviet bloc and 12 Middle Eastern countries; At 
the end of 1954, this number had increased to 32; at the end of 1955, 
it was 45; and as of August 1956, it was 60. 

Soviet bloc economic or technical assistance has been extended to 
Egypt, Sudan, Syria, Turkey, and Yemen, and has been offered to 
Iran, Israel, Lebanon, Libya, Pakistan, and Saudi Arabia.’ Soviet 
bloc arms have been furnished to Egypt, Syria, and Yemen, and have 
been offered to Saudi Arabia and Sudan. 

During the fighting in Egypt in late October and early November, 
the Soviet Union and Communist China ominously spoke of sending 
“volunteers”? to the area. 

Concurrently with the burgeoning Soviet political and economic 
activity in the Middle East, there has been a complete destruction 
of the British and French position in the area. This position was 
given its final blow by the Anglo-French mvasion of Egypt, but it 
had been in decline long before. 

The net result of these and other events of recent years is that the 
situation in the Middle East is very dangerous. Syria has moved 
much closer to the Soviet bloc. Jordan is faced with chaos. Egypt 
has mortgaged its future cotton crop to pay for Communist arms, 
large quantities of which have been lost through capture or destruc- 
tion. Egypt has also lost the revenues of the Suez Canal. Iraq, 
Iran, and Saudi Arabia are suffering from the loss of oil revenues 
brought about by blockage of the canal. 

In the circumstances, prompt, vigorous, and decisive action is 
necessary if the states of the area are to preserve their independence. 
Senate Joint Resolution 19 provides the first two indispensable steps 
in this action: 

It announces the readiness of the United States to use 
American Armed Forces to resist overt Communist aggression in 
the area. 

2. It gives the President greater flexibility in the.use ‘of up to 
$200 million of existing mutual security appropriations for either 
military or economic assistance in the area. 

The resolution is an emergency stopgap. It is idle to suppose that 
the actions taken under the ‘authority of this resolution will in them- 
selves bring about peace, security, and stability in the Middle East 
and the President recognized this fact in his message to Congress of 
January 5. But the authority granted by this resolution is essential 
to provide an atmosphere in which other measures can be brought 
to bear and to provide time for those other measures to be effective. 

The joint committee is concerned that other measures be taken, 
that they be taken promptly, and that they be adequate to the task. 
The joint committee expects to be consulted as these measures are 
developed and applied. But it is not necessary to debate and deter- 
mine all of these measures in connection with the pending resolution. 
To do so, indeed, would involve a quite unacceptable degree of delay. 

It would also involve undue delay to attempt, at this time, a full 
consideration of the events leading to the present situation in the 
Middle East. In this connection, howeve r, the joint committee, by a 
vote of 30 to 0, on January 29 directed the following request to the 
Secretary of State: 
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The Committee on Foreign Relations and the Committee 
on Armed Services, sitting jointly to consider Senate Joint 
Resolution 19, a joint resolution proposed by the President 
relative to the Middle East situation, request that the 
Department of State provide a chronological statement, 
together with classified and unclassified supporting docu- 
ments, telegrams, and the like, of all the events that have 
contributed significantly to the present situation in the 
Middle East, with particular reference to the period begin- 
ning January 1946. The committees desire such information 
as soon as possible, but they will not delay action on Senate 
Joint Resolution 19 pending receipt of such information. 
The Committee on Foreign Relations will undertake to pro- 
vide suitable storage for classified material and access to such 
material will be restricted to the members and staff of the 
two committees. Matter furnished to the committee will 
be returned to the executive branch within a reasonable time. 


On February 12, the chairman of the joint committee appointed a 
subcommittee, consisting of Senators Fulbright (chairman), Mansfield, 
Wiley, Knowland, Byrd, and Saltonstall, to consult from time to time 
with appropriate officials of the Department of State as to how the 
committee’s request for information can be met reasonably, both as 
to extent and as to time. This action was designed to meet the 
desires of members of the committee to be kept informed of the 
Department’s progress in complying with the request and at the same 
time to meet the Department’s desire for general guidance as to the 
committee’s wishes. 


4. OUTLINE OF THE RESOLUTION 


This resolution has three principal elements: economic assistance, 
military assistance, and willingness to use the Armed Forces in 
specified circumstances. These three elements are interrelated; each 
is indispensable to successful American policy in the Middle East; 
and none can be eliminated without detracting from the efficacy of 
the others. 


Section 1 of the resolution simply authorizes the President 


to cooperate with and assist any nation or group of nations 
in the general area of the Middle East desiring such assist- 
ance in the development of economic strength dedicated to 
the maintenance of national independence. 


Section 2 authorizes military assistance to nations in the area. 
It further declares that the United States regards the preservation 
of the independence and integrity of the nations of the Middle East 
‘“‘as vital to the national interest and world peace.” ‘To this end, if 
the President determines that it is necessary, the resolution states 
that— 


the United States is prepared to use armed forces to assist 
any nation or group of nations requesting assistance against 
armed aggression from any country controlled by inter- 
national communism. 
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It is provided that any such use must be consonant with the treaty 
obligations of the United States and with the U. N. Charter. 

Section 3 enables the President, in extending military and economic 
assistance to Middle Eastern nations, to waive certain legal provisions 
in regard to the use of $200 million heretofore appropriated under 
the Mutual Security Act. This authority is limited to the balance 
of the current fiscal year, and cannot be exercised at all in any par- 
ticular case until the appropriate committees of Congress have had 
15 days’ notice of the specific proposal. 

Section 4 requires reports to Congress by the President in January 
and July each year of his actions under the resolution. These will 
be formal, public reports. The joint committee expects, however, 
to receive more frequent and complete reports from officials of the 
Department of State. 

Section 5 provides for the resolution to expire when the President 
determines that— 


the peace and security of the nations in the general area of 
the Middle East are reasonably assured by international con- 
ditions created by action of the United Nations or otherwise. 


The resolution may also be terminated earlier by concurrent resolution 
of Congress. 

As reported, the resolution contains no preamble and a title which is 
simply ‘‘To promote peace and stability in the Middle East.’”’ On 
balance, the joint committee felt that preambular clauses to a resolu- 
tion of this kind add nothing to the substance of the resolution and 
might create confusion as to congressional intent. The resolution 
plainly speaks for itself on this score. The short title appealed to the 
joint committee as being a simple, straightforward expression of 
purpose. 

5. GEOGRAPHIC SCOPE OF THE RESOLUTION 


The phrase ‘“‘the general area of the Middle East” recurs throughout 
the resolution and requires some definition. It would be unwise to 
attempt to draw a precise geographical line around the area to which 
this resolution applies. This follows the pattern of the resolution 
(Public Law 4, 84th Cong.) authorizing the use of armed force to 
defend Formosa. That resolution named Formosa and the Pescadores 
and also covered “‘related positions and territories of that area.’ 

As used in Senate Joint Resolution 19, “the general area of the 
Middle East”? means the area between Libya on the west, Turkey on 
the north, Pakistan on the east, and Saudi-Arabia and Ethiopia on 
the south. Any attempt to be more precise, or to spell out the nations 
in the resolution itself, would raise further questions as to inclusions 
and omissions and would carry an inference of lack of American 
concern over nations not specifically named. 


6. ECONOMIC AND MILITARY ASSISTANCE (SECS. 1 AND 2) 


Section 1, dealing with economic assistance, and the first sentence 
of section 2, dealing with military assistance, are general restatements 
of authority which, broadly speaking, is already available to the 
President under the Mutual Security Act. This authority is repeated 
here in order to make the resolution a well-rounded whole and because 
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of its relationship to the authority in section 3 (see below) to waive 
certain existing restrictions in extending assistance. 

The Soviet threat to the Middle East is partly military, partly eco- 
nomic, and partly political. The response to that threat must likewise 
be partly military, partly economic, and partly political. The clear 
announcement of the firm intention of the United States to use armed 
force to repel overt aggression is designed to deter and prevent such 
aggression. But it affords no safeguards against the threat of covert 
subversion. Certainly a military guaranty would be pathetically 
futile and misdirected if the whole area were allowed to go into a state 
of complete economic collapse. Further, the political repercussions in 
the area might be unfortunate if the impression were given that the 
United States has only a military interest. 

The President’s authority, under this resolution, just as under 
present law, enables him to extend assistance to a group of nations 
as well as to a single nation, so as to make possible United States 
participation in regional or other multilateral undertakings. A 
greater degree of regional cooperation is badly needed in the Middle 
Kast, and the committee hopes that this authority will be used to 
bring that about. The joint committee emphasizes its view that the 
economic. assistance provided under this resolution should be used to 
the maximum extent possible to promote sound economic develop- 
ment in the area, based upon well-conceived development plans of 
the countries concerned. Such use could certainly include projects 
for the repatriation or resettlement of the Arab refugees from Pales- 
tine. 

In extending military assistance under the broader authority granted 
by this resolution, the President should, in the joint committee’s judg- 
ment, cooperate with the United Nations and in particular should 
give aid and encouragement to the United Nations emergency force. 

Two other points deserve comment. Both economic and military 
assistance are to be extended to nations ‘‘desiring such assistance.”’ 
Moreover, economic assistance is to be for the development of eco- 
nomic strength “dedicated to the maintenance of national independ- 
ence.” These points are designed to make clear that the United 
States has no purpose of forcing its assistance on nations which do 
not want it. They are further designed to emphasize the overriding 
concern of this whole resolution with the maintenance and strengthen- 
ing of the independence of the states of the Middle East. T his joint 
committee, is not interested in establishing an American sphere of 
influence in the Middle East. What the joint committee is interested 
in—and the national policy which this resolution reflects—is the 
national independence of the states involved. So long as these states 
are truly independent—i. e., so long as they do not come under any 
foreign domination, Communist or otherwise—the national interest 
of the United States will be well served. 


7. USE OF THE ARMED FORCES (SEC. 2) 


The joint committee gave extensive and serious consideration to 
the question of the use of American armed forces to repel Communist 
aggression in the Middle East. Various views were strongly held and 
vigorously expressed as to the constitutional powers of the President 
and of Congress in this respect and as to the proper constitutional 
procedure to be followed. 
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After exhaustive consideration of the principles and concepts, in- 
volved by a vote of 15-13, the joint committee agreed to the following 
language: 


Furthermore, the United States regards as vital to the 
national interest and world peace the preservation of the 
independence and integrity of the nations of the Middle 
rast. To this end, if the President determines the necessity 
thereof, the United States is prepared to use armed forces to 
assist any nation or group of nations requesting assistance 
against armed aggression from any country controlled by 
international communism: Provided, That such employment 
shall be consonant with the treaty obligations of the United 
States and with the Charter of the United Nations. 


This language has the virtue of remaining silent on the question of 
the relationship between the Congress and the President with respect 
to the use of the Armed Forces for the objectives stated in the 
resolution. 

At the same time this formulation makes clear the importance which 
the United States attaches to the Middle East and the determination 
of the United States to use armed force to resist Communist aggression 
in the area should any nation request such assistance. 

The joint committee rejects the idea that, because the agreed 
language does not deal with the question of the scope of the Presi- 
dent’s authority, the language therefore may indicate a weakening of 
United States determination. 

On this latter point, let there be no doubt. Although the joint 
committee was sharply divided as to the proper constitutional proc- 
esses for the United States to follow in regard to the President’s 
request, it was not divided at all as to the substantive policy involved. 
The joint committee strongly supports the policy announced by the 
President of using armed force, if necessary, to help nations in the 
Middle East resist overt Communist aggression. The joint committee 
has not the slightest doubt that, should such aggression occur and 
should American help be requested, help would be forthcoming 
promptly and forcefully. 

On balance, the joint committee is of the opinion that the clear 
statement of policy in section 2 of the resolution as reported is pref- 
erable to a blanket authorization to the President to use the Armed 
Forces in this area. By declaring the policy of the United States, 
the resolution is actually stronger, in some respects, than a simple 
authorization to the President. 


8. AUTHORITY TO USE FUNDS 


For economic and military assistance under the resolution, the 
President is authorized to use not more than $200 million in mutual 
security appropriations under the terms of section 401 (a) of the 
Mutual Secnrity Act and without regard to section 105 of the Mutual 
Security Appropriation Act, 1957. 

Section 401 (a) of the Mutual Security Act provides in part as 
follows: 


Of the funds made available under this Act, not to exceed 
$150,000,000, in addition to funds authorized to be appro- 
priated under subsection (b) hereof [$100 million], may be 
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used in any fiscal year, without regard to the requirements 
of this Act or any other Act for which funds are authorized 
by this Act, in furtherance of any of the purposes of such 
Acts, when the President determines that such use is impor- 
tant to the security of the United States. * * * Not more 
than $30,000,000 of the funds available under this section 
may be allocated to any one nation in any fiscal year. 


Section 105 of the Mutual Security Appropriation Act provides: 


Except for the appropriation entitled ‘Special Presi- 
dential Fund,” not more than 20 per centum of any appro- 
priation item made available by this Act shall be obligated 
and/or reserved during the last two months of the fiscal 
year. 


It has been customary for the annual Mutual Security Acts to give 
the President very wide discretionary authority in regard to the use of 
specified amounts of mutual security funds. This authority has 

roved very useful in the past in dealing with unexpected emergencies. 

he net effect of section 3 of Senate Joint Resolution 19 is to enable 
the administration to replenish the President’s special fund from 
funds heretofore appropriated for mutual security purposes. 

This replenishment is desirable to give the President more flexibility 
in meeting day-to-day changes in the Middle East. To the extent of 
$200 million, this will, for example, remove the requirement limiting 
obligations and reservations in the last 2 months of the fiscal year to 
20 percent of each appropriation item. In regard to normal foreign-aid 
programs, this is an entirely reasonable and proper requirement. But 
events in the Middle East have brought about an abnormal situation 
which cannot be fitted into the United States fiscal year. 

In addition, there are certain requirements of the Mutual Security 
Act which, if rigidly adhered to in the present situation, would make 
the accomplishment of the purposes of this resolution more difficult 
to the point, perhaps, of being impossible. Section 142 of the Mutual 
Security Act, for example, makes military assistance and defense 
support contingent upon agreements with the recipient countries 
relating, among other things, to free world defense, assistance to the 
United States, and observation and review of the assistance furnished. 
These requirements were originally designed to apply to assistance to 
the countries of Western Europe. In regard to Western Europe, 
they are perfectly reasonable and have caused no great difficulty. 
But they are offensive to some nations of Asia and Africa where it is 
felt they impinge unduly upon national sovereignty. In 1954, when 
an emergency existed in southeast Asia, the Congress authorized the 
waiver of these requirements in regard to states of that area. The 
waiver now proposed, therefore, is not unprecedented. 

Several other points should also be borne in mind: 

1. The additional authority granted the President is only for the 
balance of the current fiscal year—a matter of approximately 4 months. 

2. No additional appropriation is involved. The authority applies 
only to the manner of spending funds which have already been appro- 
priated. 

3. The additional authority of section 3 cannot be used until after 
the appropriate committees of Congress have been given 15 days 
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notice of the amount of money it is proposed to spend, the country 
for which it is proposed to be spent, and the specific appropriation 
from which it is to be drawn. This will give the appropriate commit- 
tees of Congress an opportunity to scrutinize in advance each proposed 
action under section 3 and to take whatever action seems warranted. 
The committees to which this notice is required are the Foreign Rela- 
tions Committee of the Senate, the Foreign Affairs Committee of the 
House, the 2 Appropriations Committees, and in the case of mili- 
tary assistance, the 2 Armed Services Committees. 

4, It is expressly provided that the authority contained in section 3 
cannot be used to transfer funds between military and economic- 
assistance appropriations. In other words, where the President’s 
new authority is used to extend military assistance, the funds involved 
must be taken from military assistance appropriations and when the 
new authority is used for economic assistance, the funds must be 
taken from economic assistance appropriation. 

5. Finally, it is made perfectly clear that the joint resolution itself 
does not constitute an authorization for additional appropriations. 
Such additional appropriations as may become necessary for assist- 
ance to the Middle East will have to go through the regular authoriz- 
ing and appropriating process as is the case with mutual security 
funds generally. 


9. CONCLUSION 


The basic problems of the Middle East are of long standing and are 
the cause of inflamed passions which frequently lead to irrational points 
of view and to irresponsible actions. It is highly questionable whether 
these problems can be settled all at once in some kind of package 
agreement. 

But to recognize the difficulties and long-term nature of the problems 
is not to justify postponing efforts to solve them. 

It should be clearly understood that this proposed resolution taken 
by itself does not provide a definitive United States policy for the 
Middle East, nor is it so intended. All it provides is time in which to 
devise such a policy. 

It is on this basis that the joint committee urges the Senate to 
approve the resolution promptly and the administration to press 
forward with well-considered plans to take advantage of the time 
gained by the resolution. 

O 
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AMENDING THE RULES OF THE SENATE RELATIVE TO 
JOINT INTRODUCTION OF BILLS AND RESOLUTIONS 





Fresruary 14, 1957.—Ordered to be printed 





Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 24] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 24) to amend rule XIV of the Standing Rules 
of the Senate, having considered the same, report favorably thereon 
with amendments and recommend that the resolution, as amended, 
be agreed to by the Senate. 

This resolution would amend the Standing Rules of the Senate so 
as to prohibit, beginning with the 2d session of the 85th Congress, 
the introduction of any bill, resolution, or amendment jointly by two 
or more Senators except that they may be from the same State and 
are proposing a measure of local interest to their State, or are seeking 
to authorize the State represented by them to negotiate or enter into 
an interstate compact. 

Not long before his death the late Senator Alben W. Barkley, who 
served for over 23 years as a Member of the Senate and for 4 years as 
its presiding officer, based on his long experience, made the following 
statement on the floor of the Senate urging that multiple sponsorship 
of bills and joint resolutions be prohibited: 


[From the Congressional Record of April 25, 1956, pp. 6214-6215] 


Mr. Barxuey. Mr. President, 1 have observed with some 
regret, as [ am sure many other Senators have, the growing 
practice in the Senate of multiple sponsorship of bills and joint 
resolutions. It is a practice which has developed in the past 
few years, and it seems to me to be a very bad one; indeed, in 
a sense, multiple sponsorship of bills and joint resolutions 
seems to be assuming the aspects of a vicious practice, 

During the entire history of the United States Senate, until 
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very recently, it has been customary for a single Senator to 
introduce a bill or joint resolution. That is the practice 
which should have been followed, and, in my judgment, it is 
the one which should be observed now. The habit of intro- 
ducing bills and having them lie on the table, in order that 
Senators may walk down the sawdust trail and attach their 
names to the bill, seems to me to be undignified in the highest 
sense of the word. 

Furthermore, for a Senator who works out a bill to canvass 
around among his colleagues to obtain signatures to his bill, 
in order that it may carry the prestige of many of the Sens tors 
and their names, frequently creates a situation in the Senate 
which is utterly indefensible. 

If a Senator is able to peddle his bill around among other 
Senators, either by mail or in person, until he obtains a ma- 
jority of the Senate, and they become committed to the bill 
by joint introduction, of what value is it to have commit- 
tees? What function can a committee pe chews if a ma- 
jority of the Senators have already committed themselves to a 
bill before its introduction? 

It is embarrassing to Senators to deny to their colleagues 
sponsorship of bills and joint resolutions they contemplate 
introducing. I myself have adopted the uniform custom of 
not joining in the introduction of bills or joint resolutions, 
no matter how much | might favor them in principle. I have 
recently received letters from constituents asking why [| 
did not join in a bill which had been jointly sponsored. 

We have all seen Senators vote against bills which they had 
cosponsored. Very recently a very able, distinguished, and 
honorable Senator, one respected by all of us, cosponsored a 
measure. Then he was compelled not only to vote against 
it, but to speak against it in the Senate. 

I believe every Senator present, in his heart, would like to 

see the rule amended, because we have all been embarrassed 

by importunities on the part of our colleagues. We all have 
received letters with a copy of a bill about to be introduced. 
We must either sign the bill, remain silent, or give some 
reason for not cosponsoring the bill. It is an undignified 
procedure. 





[S. Res. 24, 85th Cong., Ist sess.] 
The text of the resolution, as amended, is as follows: 
RESOLUTION 


Resolved, That effective at the beginning of the Second Ses- 
sion, 85th Congress, paragraph numbered 1 of rule XIV of the 
Standing Rules of the Senate be, and the same is here by, 
amended by adding after the word “day’’, after the end of 
said paragraph, a se emicolon and the following: “and no bill, 
resolution, or amendment may be introduced or proposed 
jointly by two or more Senators, except that (1) the two 
Senators from any State may jointly introduce or propose 
any private bill or resolution or any bill, resolution, or amend- 
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ment of a local nature or # of interest primarily to the resi- 
dents of such State, and (2) two or more Senators may jointly 
introduce or propose any bill or joint resolution authorizing 
the State States represented by them to negotiate or to enter 
into an interstate compact. Except as provided above, the 
affixing of the names of two or more Senators to a bill, reso- 
lution, or amendment is unauthorized.’’; so that as amended 
the paragraph will read as follows: 

“1, Whenever a bill or joint resolution shall be offered, its 
introduction shall, if objected to, be postponed for one day; 
and no bill, resolution, or amendment may be introduced or 
proposed jointly by two or more Senators, except that (1) the 
two Senators from any State may jointly introduce or propose 
any private bill or resolution or any bill, resolution, or 
amendment of a local nature or of interest primarily to the 
residents of such State, and (2) two or more Senators may 
jointly introduce or propose any bill or joint resolution 
authorizing the State States represented by them to negotiate 
or to enter into an interstate compact. Except as provided 
above, the affixing of the names of two or more Senators to 
a bill, resolution, or amendment is unauthorized.” 


O 








: 








85TH CONGRESS 
1st Session SENATE 


PATENTS, TRADEMARKS, AND 
COPYRIGHTS 


REPORT OF THE 
COMMITTEE ON THE JUDICIARY 
UNITED STATES SENATE 


EIGHTY-FIFTH CONGRESS 
FIRST SESSION 


MADE BY ITS 


SUBCOMMITTEE ON 


PATENTS, TRADEMARKS, AND COPYRIGHTS 


PURSUANT TO 


S. Res. 167 


FEesBRUARY 18, 1957.—Ordered to be printed 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 








COMMITTEE ON THE JUDICIARY 
JAMES O. EASTLAND, Mississippi, Chairman 


ESTES KEFAUVER, Tennessee ALEXANDER WILEY, Wisconsin 

OLIN D. JOHNSTON, South Carolina WILLIAM LANGER, North Dakota 
THOMAS C. HENNINGS, Jr., Missouri WILLIAM E. JENNER, Indiana 

JOHN L. MCCLELLAN, Arkansas ARTHUR V. WATKINS, Utah 

JOSEPH C. O’MAHONBEY, Wyoming EVERETT McKINLEY DIRKSEN, Illinois 
MATTHEW M. NEELY, West Virginia JOHN MARSHALL BUTLER, Maryland 
SAM J. ERVIN, JRz., North Carolina ROMAN L. HRUSKA, Nebraska 


SUBCOMMITTEE ON PATENTS, TRADEMARKS, AND COPYRIGHTS 


JOSEPH C. O’MAHONEY, Wyoming, Chairman 
OLIN D. JOHNSTON, South Carolina ALEXANDER WILEY, Wisconsin 


MaAkRcUs A. HOLLABAUGH, Counsel 
JOHN C. STEDMAN, Associate Counsel 
JULIAN CAPLAN, Consultant 





CONTENTS 





IntroGuction: oa <ncininsedscansieuataandolscstaeantieidinaaanninanlon onan 
I. The major problems involved and progress made thereon_____--__-_~ 
A. The patent system is not now geared to keep pace with the tem- 
po of the times and rapid advancement of technology________ 
A HD. POR Ce icisntincssndtenenttneradinnemanene 
2. "Fae Dene CONE 5... ..cccinabielteoecummnidacoeeaee 
3. Recent improvements in Patent Office administration 
ORE DIDORG UNG it eictd cecierdinnncasnnmnainablantons 
Further improvements are needed___-.------------------ 
B. The conflict between the Patent Office and the United States 
— as to what is and what is not patentable continues____ 
1, Judicial criticism of Patent Office allowance of patents. 
2. Statisties.om patent: IOWA hic oct eceeee ee 
3. Opposition proceedings: The Federico report_____--_--- 
C. Effect upon the patent sy stem and the economy of the issuance 


II. Summary of other subcommittee ae during the last session____- ~~ 
A. Hearings, bills reported, and bills introduced___--_-_-_-_----_- 
iy CGI UR a he pee nc engeeee 

1. General pattern of complaints received__-__---------- 
>, LR. UIRCREDRIES . TOKOEN, DNPOE de. ncn ec nee wan ame anee 
3. Compulsory patent licensing under. antitrust decrees___ 
C. Subcommittee investigatory hearings—Hearings relative to the 
licensing of United States Government-owned patents; re- 
moval of obstacles to the production of essential chemicals 
from the cheapest source for the manufacture of cortisone 
RE CLET TATION. oc ccckimrnnetstesdbtinaennnn 
%). Meseneek Gill WIS: BION No occa ccqceeunannumemtinn 
(a) MGSCATC StUGIES CORIDINGOR..£ 655 coc ccecencnue 
(1) Patents and Nonprofit Research, by Archie 

MRI. aneaavahoscn cent gai shins sapcienedineandercaaigeaea haere deigaden 

(2) The International Patent System and For- 

eign Policy, by Raymond Vernon__--~---- 

(3) Economic Aspects of Patents and the Ameri- 

can Patent System: A Bibliography, by the 

Legislative Reference Service (Julius 

MENG ctv teae tk meen eto emai tsacce aetna Salita tiies 

(4) A Legislative History of Patent Office Fees, 

by the Legislative Reference Service 

UU Rn MRO i cca 

(5) Efforts to Establish a Statutory Standard of 
Invention—and Bibliography, by the 

Legislative Reference Service (Victor 

Se IIT cetesteeentdcte bteebh concise 

(6) Recordation of Patent Licenses and Assign- 

ment Agreements, and Regulation of Pat- 

ent Aspects of International Cartels—and 

Bibliography, by the Legislative Reference 

Service (Victor Edwards and Michael 

BPR ssi ccaar tone iis lea dari nen ceheeesemcecigla 

(7) Report on Patents and Technical Informa- 

tion in Foreign Aid and Mutual Defense 

Programs, 1940-56, by Michael Cardoza_. 


ur 


sk fh fad fk fh fee eh ped g 
PRPNNHKKO CY OM SR CNN HEH 


23 


923 


23 





IV 


CONTENTS 


II. Summary of other subcommittee work during the last session—Con. 
D. Research and study program—Continued 


(0b) Research studies in progress 


(1) 


(2) 


(3) 
(4) 


(8) 


(9) 
(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


(16) 


(17) 


(18) 


(19) 
(20) 


Economic and Social Basis of the Patent Sys- 
tem: Patent Abuse and a Plan for Its Con- 
trol, "py vy 1coor’* Avramseon.................. 

Major Problems of Patent Litigation (Cost, 
Delay, Inaccuracy, etc.) and Their Solu- 
tion, by William H. Davis and John 
a la a a Ne ge 

Patent Concentration: Defensive Patenting, 
by Bartholomew Diggins___.__-_--------- 

Trial of Patent-Antitrust Cases: Effect of 
Patent Recommendations of the Attorney 
General's Committee, by Leonard Emmer- 
etree AED FANT Ue OI hee immenes 

Renewal Fees and Other Patent Fees in 
Foreign Countries, by P. J. Federico____-- 

Summary and Analysis of 80 Years of Pro- 
posals for Patent Reform, by P. J. Federico— 

A Brief History of an Inventor and His 
Struggles With the United States Patent 
System, by Crosby Field_..._...-...__ - 

The Effect of Corporate Size, Concentration, 
and Mergers Upon Industrial Research and 
Patent Policies, by Murray Friedman 

Invention and the Patent System, by S. C. 
PRN NM NINN pes aks cco eae occa Ete ects 

Technological and Economic Tests in Deter- 
mining the Validity of Patents and Their 
Use, by Walton Hamilton and Irene Till_- 

Case-Histories of Business Developments 
Based Upon New Inventions, by Melvin 
ee 

A Study of Patent Office Administration, 
Patent Litigation, and Patent Abuses, by 
Houston Kenyon fetta 

A Special Court of Patent ‘Appeals: A Legis- 
lative History, by the Legislative Refer- 
ence Service (Margaret Conway )__-__---- 

Proposals for Expediting Patent Office Pro- 
cedure and Reducing the Delay in Patent 
Issuance: A Legislative History, by the 
Legislative Reference Service (Margaret 
Conway) -_- — 

Cc ce peered Lic ensing ‘of Pate nts: A Legisl: i- 
tive History, by the Legislative Reference 
Service (Catherine Corry)____-_ ee cares 

Government Assistance to Invention and Re- 
search: A Legislative History, by the Legis- 
lative Reference Service (Barbard Jibrin 
anc Catherine Oorry )...-............... 

An Economic Review of the Patent System, 
by Fritz Machlup i a 

The Production of Technical Knowledge in 
Relation to the Patent System, by Seymour 
a pikes 

Compulsory Licensing Under Some Non- 
American System, by Fredrik Neumeyer_- 

Programs in Progress and Planned in the 
Field of Improved Techniques for the 
Retrieval of Scientific Information, by the 
Department of Commerce (under the direc- 
tion of John Green, Office of Technical 
Services) and the National Science Foun- 
dation (Dr. Dwight Gray) 





Page 
24 


24 


o- 


aw 


25 


or 


~“ 


nh 
=) 





CONTENTS Vv 


II. Summary of other subcommittee work during the last session—Con. 
D. Research and study program—Continued Page 
(0) Research studies in progress—Continued 
(21) Modern Developments in Industrywide, Co- 
operative Research, by the Office of Techni- 
eal Services of the Department of Com- 


merce (John Green, Director) ---.-_-_--- 27 
(22) Economic and Legal Aspects of Price Restric- 

tions in Patent Licenses, by Jack Osswald_ 27 
(23) Protection and Encouragement for Creative 

Thinkers. by ©. G. Bee@.. occ ws 27 
(24) Study of the German Patent System and Its 

Operation, by Stefan Riesenfeld_____-_--- 28 
(25) A “Petty Patent” System for the United 

States, by John Schulman__-.-.--~_--_--- 28 


(26) A Comparative Study of the Law and 
Policies Relating to Patents, Copyrights, 


and Trademarks, by John Schulman____-- 28 
(27) The Role of Patents in the Synthetic Rubber 
Industry, by Robert A. Sele.......0...n 28 
(28) Problems of the Independent Inventor, by 
BUI I la es sets in saintly sas tee 28 
(29) The Role of the Expert in the Proof of Scien- 
tific Fact in Patent Litigation, by Leo H. 
Wek Bid AE... sstsercctamicanca palaces 28 
(30) Historical Development of Injunctive Relief 
in Patent Cases, by Fred Wiviott________ 28 
E. Establishing the Patent Office as a separate and independent 
IN ics sits i a i ie ea eae 29 
i an sins wicca ed pip a i incase cicada an aaa nei 29 


GORGIIROR. ccsiieitincunisidi ean antec tice ae 30 








85TH ConGRESS t SENATE Report 
1st Session No. 72 





PATENTS, TRADEMARKS, AND COPYRIGHTS 


FEesruary 18, 1957—Ordered to be printed 


Mr. O’Mauoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to S. Res. 167, agreed to February 21, 1956] 
INTRODUCTION 


The Subcommittee on Patents, Trademarks, and Copyrights was 
created by Senate Resolution 92, May 11, 1955, 84th Congress, 1st 
session, and continued through the 2d session under the authority of 
Senate Resolutions 209, agreed to February 8, 1956, and 167, agreed 
to February 21, 1956. It was authorized to review the statutes relat- 
ing to patents, trademarks, and copyrights, and to take testimony 
thereon. The sum of $100,833.34 was appropriated, pursuant to Sen- 
ate Resolution 167, from the contingent fund of the Senate for the 
use of the subcommittee. Of this appropriation, approximately $27,- 
000 remains unexpended. 

The patent laws of the United States, relating as they do to the 
stimulation, handling, and protection of technology, are of consider- 
able importance to the economy and well-being of the United States 
in both peace and war. For this reason and in order to carry out the 
constitutional objectives establishing a patent system, it is essential 
that all necessary steps be taken to eliminate defects, strengthen the 
Patent Office and improve its operations, prevent patent abuses, and 
provide the statutory basis for a more efficient operation of the patent 
system. The subcommittee has continued its work toward these ob- 
jectives and submits the following progress report. 


I. Tue MAsor Prostems INVOLVED AND PRoGress MApr THEREON 


The Senate report (No. 1464), entitled “Review of the American 
Patent System,” 84th Congress, 2d session, recites the preliminary 
conclusions of the subcommittee. They are: (1) The present patent 
system should be adjusted to modern conditions; (2) the Patent Office 
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and the United States courts are in conflict as to what is and what 
is not patentable; (3) the Patent Office should be given a larger staff 
of qualified personnel; and (4) a single Court of Patent Appeals is 
needed. 

The studies and developments during the past year tend to re- 
emphasize the soundness of these conclusions. While some progress 
toward corrective solutions may be noted, it is clear that major im- 
provements will require much greater effort and certain carefully 
considered amendments to the existing laws. 


A. THE PATENT SYSTEM IS NOT NOW GEARED TO KEEP PACE WITH THE 
TEMPO OF THE TIMES AND RAPID ADVANCEMENT OF TECHNOLOGY 


1. The Bush report 

As it was pointed out (p. 15, S. Rept. No. 1464), there has been little 
basic change in our patent system or its underlying principles since 
1836, depite the fact that the United States has been the subject of 
dynamic developments, industrially, technologically, and economi- 
cally. In carrying out its task to formulate appropriate legislation 
to modernize the patent system and bring it into accord with the 
realities of the times, the subcommittee has requested eminent author- 
ities, selected on the basis of their experience and background, to make 
penetrating analyses of the problems in the patent system and offer 
solutions. 

The study (hereinafter referred to as study No. 1 or Bush report) 
epenne by Dr. Vannevar Bush, which deals authoritatively and 
understandably with the patent system and possible means of im- 
provement, has been published and is now being distributed? by the 
subcommittee and the Government Printing Office. While strongly 
supporting the purposes and objectives of the patent system, Dr. 


Bush said: 


Yet the system is not now working with maximum effec- 
tiveness. The principal reason is that science, industry, and 


the country generally have altered greatly while the patent 


system has not. There is genuine need to modernize it * * *# 

The difficulties and maladjustments within the patent sys- 
tem must be eradicated, not only so that the abuses to which 
they give rise may be cured, but also so that abuses to the 
patent system may no longer be committed in their name. 
In this way only can the patent system continue to serve the 
country in the coming years as fully and as well as it has in 
the past. The soundest approach is to examine what the 


1 Within the limits of its supply the subcommittee, upon request, gives one copy to 
each person requesting it and advises that additional copies may be obtained at the 
Government Printing Office at 15 cents per copy. The Bush report (as well as the other 
subcommittee studies) is attracting wide interest. Within 2 weeks after publication the 
subcommittee alone distributed more than 1,500 copies and GPO sold more than 4,500 
copies. This report, together with other subcommittee studies, has been the subject of 
several articles in national magazines and major newspapers. See, for example, Business 
Week, December 29, 1956, and January 26, 1957; Chemical Week, January 12, 1957. 

2In referring to the possible dangers in ill-conceived effort to modernize the system, 
Dr. Bush said: “Still, great care must be taken lest, in the effort to modernize the patent 
system, we destroy it and thus decrease the distinguishing vigor it has brought to us 
as an industrial nation. This caution is not an idle one. Extravagantly uncritical at- 
tacks on the patent system have frequently been made and in the guise of correcting the 
abuses of the patent system many well-meaning critics have instead proposed remedies 
which would do injury to the patent system” (study No. 1, p. 8). 
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changes in science and industry have been, to determine where 
they have created maladjustments in the patent system, thus 
to study why the system falters, and then to seek the most 
promising remedies, 


Dr. Bush discusses the objectives of the patent system, points out 
the new problems that arise as a result of increasing emphasis upon 
corporate research, the ever-mounting expense of introducing new 
products, and the complexity and volume of modern-day patents. 
These, he said, pose serious problems for the overburdened Patent 
Office and technically untrained courts and have caused difficulties in 
patent application and litigation procedure. Increased expense in ob- 
taining and enforcing patents results. The validity of patents be- 
comes more uncertain. These effects bear most heavily upon small 
independent businessmen. In addition, he criticizes certain practices, 
foreign to the purposes of the patent system, that promote monopoly 
and restraint of trade through patent concentration, restrictive pools, 
manipulation of improvement patents, and, occasionally, suppression. 

To correct the situation, Dr. Bush recommends (1) increasing the 
presumptive validity of patents by providing a more thorough exami- 
nation in the Patent Office, improving the Patent Office classification 
and examination system,* and by instituting an “opposition” proceed- 
ing at the time a patent issues, carefully circumscribed to prevent its 
abuse; (2) a special tribunal to pass upon technical issues, such as 
patent validity, scope, and infringement; and (3) compulsory licens- 
ing at a reasonable royalty (a) where restrictive patent pools result in 
industry domination, (6) in certain situations involving improvement 

atents, (c) in the case of antitrust violations, and (d@) where there 
ih been unreasonable patent suppression. 

Others familiar with the patent system are less inclined than Dr. 
Bush to recommend extensive changes, although they, too, favor cer- 
tain specified improvements. This is exemplified by the Frost report. 
2. The Frost report 

Mr. George Frost, a well-known Chicago patent attorney and author 
of The Patent System and the Modern Economy, study No. 2 (herein- 
after referred to as study No. 2 or Frost report), discusses the present 
patent system as it relates to our modern economy and competitive 
philosophy and practices. He examines three major facets of that 
system: (1) Its role in stimulating and extending the research and 
development activities that have been a striking characteristic of 
American industry over the decades; (2) the relationship of the patent 
system, designed to give the patentee an exclusive right in a limited 
field for a limited time, to the antitrust laws, designed to stimulate and 
further competition; and (3) the administration of the patent system 
both in the Patent Office and in the courts, including the problems 
attending application of the elusive test of “invention.” 

On the first point, Mr. Frost concludes that patents have payee an 
important, invaluable, and unique role in compelling research in order 
to get around the patented ideas of others, and at the same time 
encouraging such research by rewarding the successful inventor and 
innovator. 

*He also supports (p. 29) enactment of a 20-year law along the lines of S. 3745 of 


the 84th Cong., which Subcommittee Chairman O'Mahoney introduced in April of last 
year. 
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On the second point, Mr. Frost takes exception to the widely held 
view that the patent system and the antitrust laws are in basic con- 
flict. He concludes that the patent system, in fact, aids competitive 
forces and furthers antitrust objectives through the great incentive it 
provides for competition in research. He supports this conclusion 
with a number of examples drawn from experience in important in- 
dustrial fields. Thus, he says, far from setting up a roadblock to 
antitrust goals, the patent system significantly helps our industrial 
system to achieve these goals. Practices such as suppression and undue 
concentration occur so rarely, he feels, as not to be serious problems. 
In conclusion, he urges that the courts and critics adjust their attitudes 
and proposed remedies (especially those relating to compulsory licens- 
ing and the misuse doctrine) to these realities. So doing, both forces 
can push more effectively and harmoniously in the direction of an 
expanding, well-balanced, competitive economy. 

On the third point, he recognizes the difficulties of administering 
the “invention” test, but points out the virtual impossibility of finding 
an adequate substitute. Also, the narrow framework within which 
most “invention” issues are decided considerably eases the task. He 
emphasizes the desirability of reviewing courts giving appropriate 
weight to the factfinding of those charged with that task, whether 
it be the Patent Office or a trial court. Overall, he urges recognition 
that a disservice, not a service, to the public is done when valid patents 
are struck down. 

With respect to Patent Office administration, Mr. Frost finds serious 
problems of delay, inadequate processing of applications, and com- 
plexity in procedure. He strongly recommends providing the Patent 
Office with a more adequate budget and suggests specific correctives 
such as affording protection to ideas through publication, simplifica- 
tion of interference practices, and issuance of patents involving inter- 
ferences without awaiting decision or priority. 

While there may be disagreement of the exact nature and scope of 
other problems in the patent field, it is clear that there is unanimity * 
of opinion between Dr. Bush and Mr. Frost that prompt and aflirma- 
tive steps should be taken to improve the handling of applications 
and other procedures in the Patent Office. 


3. Recent improvements in Patent Office administration and procedure 


In the area of Patent Office administration and practice, the sub- 
committee is pleased to report that some progress has been made. 
The hearings of the subcommittee ® and the studies have pinpointed 
the problems and difficulties arising from the backlog of cases at the 
Patent Office. Among such difficulties is the inordinate lapse of time 
between the date of filing an application and the final action of the 
Patent Office in issuing the patent. Due to the congressional aware- 
ness of the importance of correcting these difficulties, the Patent Office, 
for the first time in many years, has had an adequate budget this fiscal 
year with which to obtain the staff necessary to begin the task of 


Since studies Nos. 1 and 2 have been printed and are available for all to examine, 
we do not here undertake a complete comparison of the views expressed by Dr. Bush and 
Mr. Frost. 

5On backlogs and related aspects of Patent Office procedure, see testimony of Robert 
C. Watson, Commissioner of Patents, U. S. Patent Office, before the Subcommittee on 
Patents, Trademarks, and Copyrights of the Senate Committee on the Judiciary, American 
patent system hearings, pursuant to S. Res. 92, October 10-12, 1955, pp. 161-166, 195- 
198 (hereinafter referred to as hearings, October 10-12, 1955). 
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reducing the backlog. The Bureau of the Budget’s recommendation 
of $12 million was increased by the Congress to $14 million in 1955. 
Congress urged the Patent Office to institute a program to cut the 
backlog and to request larger appropriations in order to do so. Upon 
receiving a $17 million appropriation in 1956, a record sum, the Patent 
Office undertook a vigorous recruitment program which has resulted 
in a net gain of 288 examiners. While most, if not all, of these new 
employees are inexperienced * and will require several years of train- 
ing in the Patent Office before their potential will be realized, a start 
has been made in the right direction. 

During fiscal 1956, the Patent Office received 75,733 applications 
for invention patents and disposed of 79,601, thus reducing the backlog 
by 3,868.° 

The budget recently submitted to the 85th Congress contains a 
recommendation that $19,200,000 be appropriated for “the operation of 
the Patent Office. This is $2,200,000 over the last appropriation. 

Following the October 1955 hearings in which it was brought out 
that the excessive delays had a particularly adverse effect upon the 
older inventors and those who need a patent or Patent Office action 
as a prerequisite to obtaining financing, the Commissioner of Patents, 
on November 7, 1955, issued an order ® which reads as follows: 


PETITIONS TO MAKE PATENT APPLICATIONS SPECIAL 


Applications ordinarily are taken up for examination by 
the Patent Office in the chronological order in which they are 
filed or amended. Exceptions to this general rule are speci- 
fied in sections 708.01 and 708.02 of the Manual of Patent 
Examining Procedure, and in form PO-94 (revised Septem- 
ber 30, 1953, entitled “Petitions To Make Applications 
Special”). 

In addition, petitions to make special based on the follow- 
ing circumstances will also be accepted, if adequately sup- 

orted by verified showings: 

(a) Where the age or ‘state of health of an applicant is 
such that he might not be available to assist in the prosecu- 
tion of the application, if it were to run its normal course, 
or be alive at the time of grant to derive any benefit from his 
patent. 

(6) Where an applicant, for lack of a patent or an Office 
action indicating patentable subject matter, is unable to in- 
terest capital. 

Authority to rule on petitions to make special based on 
paragraph (a) is hereby delegated to the supervisory patent 
examiners. Petitions based on paragraph (b) will be con- 
sidered by the Commissioner. 


While the subcommittee supports this order and any other similar 
action which the Commissioner might take to aid the aged, infirm, 


®*House and Senate appropriation hearings for agencies of the Department of Com- 
merce for the fiscal year 1955. 

7For a statement as to Patent Examining Division needs, see hearings, October 10-12, 
1955, p. 198—a section of a Patent Office publication (October 3, 1955) entitled “The 
United States Patent Office, What It Is, How It Functions, and What It Needs.” 

® Commissioner of Patents Annual Report for fiscal year 1956. 

® Vol. 700, Official Gazette, 565, November 22, 1955. 
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or small independent inventor, this order is, of course, only a partial 
and limited measure to deal with but one phase of the overall prob- 
Jem arising from the existence of an unmanageable backlog of cases. 
But again, it is a step in the right direction. 


4. Further improvements are needed 


The outdated classification system presents another area requiring 
immediate remedial measures. Mr. Frost stated this problem well 
when he said: 


For some time the Patent Office has been fighting a losing 
battle with the influx of new patent applications and has 
been falling behind on the equally important task of effec- 
tively classifying the patents and other items in the search 
files. An 8-year program has been established to work off 
the backlog and lee operations to a current basis. 

It is of crucial importance that the Patent Office receive 
appropriations adequate to its task. More than private in- 
terests are involved. Asa storehouse of technical knowledge 
the Office serves all industry. However, the patents and other 
items are so numerous that an adequate classification system 
is of paramount importance. Today—due to inadequate 
budgets over a long period—the classification system is 
out of date. This same classification system is necessary to 
serve the patent examiners making searches on patent appli- 
cations. Here the inadequacies of classification turn up in 
the form of a failure to cite the best prior art. 

The Patent Office budget should also be adequate to assure 
prompt and complete patent examination. Every considera- 
tion demands that patents issue as promptly as possible after 
filing. In many instances the patent disclosure is the first 
teaching of a new development to the trade. Prompt patent 
issuance serves to trigger competitive effort based on the 
patent and thus speeds the all-important pace of competition 
in technical development. An mui budget should addi- 
tionally free the patent examiners from an unreasonable 
caseload and thereby permit more thorough and effective 
search effort before patent issuance. We do not know what 
the patent mortality in the courts will be when the Patent 
Office is current in its work, the classification problem is over- 
come, and the workload on the examiners is reduced from 
the present level. We do know, however, that at the present 
time the great bulk of decisions of patent invalidity are based 
on art not considered by the patent examiner. 

There is reason to predict that improved Patent Office 
search activity will lead to a more favorable court record. 
Additionally, it may well turn out that the collection and 
citation of more complete prior art in the Patent Office, 
coupled with a less pressing workload, will lead to more pre- 
cise patent claims and file wrapper arguments serving to im- 
prove the court experience with patents to an extent greater 
than analysis based on the patent invalidity decisions might 
indicate (study No. 2, p. 61). 


| 
| 
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Although still far from achieving a complete modernization of the 
classification system, the Patent Office, with the aid of an adequate 
budget, has made noteworthy progress. A program designed to ac- 
celerate the reclassification of ae was inaugurated in 
the classification group. This involved the transfer to the classifica- 
tion group of patent examiners experienced in the examination of pat- 
ent applications in the art to be reclassified, along with their pendin 
applications and search files. Both the examiners and the skille 
patent classifiers perform concurrently both reclassification and ex- 
amining functions. Several immediate and long-run benefits are 
expected to result from this combined operation, The unit estab- 
lished to carry out recommendations of the Advisory Committee on 
Applications of Machines to Patent Office Operations has been en- 
gaged in attempts to solve the difficult problems involved in the es- 
tablishment of a mechanized searching system by which it is hoped 
to increase greatly the speed and accuracy of patent searching.’® 

The subcommittee commends this effort and urges the Patent Office 
to continue its studies, experiments, and program designed to make 
prior art more readily available in the examination of patent appli- 
cations. An achievement of this goal is a prerequisite to reducing the 
high mortality of the patents in the courts. 

As pointed out in the last report (No. 1464), there is a great need 
for maintaining and expanding qualified Patent Office personnel. 
With the increased shortage of engineers now being experienced in 
this country, the necessity for making Patent Office employment more 
attractive 1s becoming even more acute. During the October 1955 
hearings both Subcommittee Chairman O’Mahoney and Commissioner 
Watson pointed up the need for giving patent examiners and classi- 
fiers a higher status in order to attract and hold capable and qualified 
personnel. Efforts are being made to improve this situation. 

Following the transmission by Subcommittee Chairman O’Mahoney 
of a letter“ to Chairman Tom Murray, House Post Office and Civil 
Service Committee, in December 1956, urging that patent examiners 
and classifiers be included in contemplated new bills to establish a 
system for the classification and compensation of scientific and profes- 
sional positions in the Federal Government, such examiners and classi- 
fiers were included in H. R. 2803 and H. R. 2804, introduced in 
the 85th Congress. The senior trademark examiners are also included 
in these bills. This had the effect of correcting an omission in the prior 
bills as all patent examiners and classifiers possess engineering, phys- 
ics, or chemistry backgrounds, and many are lawyers. 

In addition to finding solutions to the patent oflicer personnel and 
budgetary problems, it appears that other action will be necessary be- 
fore the backlog is brought down to manageable size. The subcom- 
mittee will give close study to the publication idea discussed in the 
Frost report (pp. 62, 63) as well as the other proposals suggested. 
The subcommittee has been receiving numerous suggestions from the 
patent bar, many of which suggestions have been most helpful. 


10 This unit advanced its studies during the year to the point where some satisfactory 
form of mechanization now seems possible. The design and construction of a suitable 
machine is now being studied in cooperation with the National Bureau of Standards 
(Commissioner of Patents Annual Report for Fiscal Year 1956). 

The staff of the Patents Subcommittee has also discussed the Patent Office personnel 
problems with the staff of Senate Post Office and Civil Service Committee and is cooper- 
ating with this committee in an effort to improve this situation. 


23001°—58 SS. Rept., 85-1, vol. 1——-23 
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B. THE CONFLICT BETWEEN THE PATENT OFFICE AND THE UNITED STATES 
COURTS AS TO WHAT IS AND WHAT IS NOT PATENTABLE CONTINUES 


Based upon factual data presented at the October 1955 hearings, the 
subcommittee in its prior report pointed out that more than 60 percent 
of patents brought before the various United States Courts of Appeals 
since 1947 have been invalidated. In the district court the published 
decisions have ruled out more than 53 percent of the claims which the 
Patent Office had previously approved.’* 

The subcommittee concluded : 


Whatever the explanation for the gap now existing between 
the findings of the Patent Office and those of the courts, 
every effort should be made, consistent with the public inter- 
ests and the constitutional objectives of the patent system, to 
narrow it. 


1. Judicial criticism of Patent Office allowance of patents 


We regret to say that this conflict has continued during the past 
year. Judge Dawson, in rendering a decision * in Guide v. Desperak 
et al., was particularly critical of the Patent Office for failing (1) to 
make an adequate prior art search, (2) to require that the patentee 
comply with the provisions of 35 United States Code, section 112, by 
stating precisely in the claims the “subject matter which the applicant 
regards as his invention,” and (3) to exclude claims for “matters * * * 
which were obviously covered in the prior art.” After pointing out 
that “it is patents of this type that create needless litigation with 
useless expense, clog the court calendars, and impede the true progress 
of the arts,” the court went on to say: ™* 


Why patent claims in their present form were allowed by the 
Patent Office must remain a cause for wonderment * * *. 
It may be that it is because of this looseness in applying the 
standards of the Patent Code that the cynic now all frequently 
can say: “A patent is merely a license to bring a lawsuit.” 
This is a negation of the very principles of our patent law 
which presupposes that a patent is a solemn grant allowed 
by the Government only after strict search and careful atten- 
tion to the precise requirements of the Patent Code. 
However, the cynics may have some justification when 
we consider how many patents granted by the Patent Office 
are invalidated when they reach the courts. A statistical 
study was presented at the hearings before the Senate Com- 
mitte on Patents, Trademarks, and Copyrights, 84th Con- 
gress, 1st session (1955), prepared by Mr. P. J. Federico of 
the Patent Office. These data show that in the 7-year period 
from 1948 to 1954, 53 percent of all patents which were 
contested before the district courts were held invalid and 63 
percent of all patents which were contested before the courts 
of appeals were held invalid. See Frost, Patent Office Per- 
formance in Perspective, 54 Michigan Law Review 591, note 
3 (1956). This would seem to indicate that the Patent Office. 


2 Rept. No. 1464, p. 4 
3 Decided Angust 30, 1956 (D.C 8S. D. N. Y.), 111 USPQ 32. 
4 1Td., pp. 35-36. 
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continues to spawn patents with little regard for the standards 
laid down by the courts in interpreting the Patent Code. 
How long, it may be asked, would a title company survive if 
over 50 percent of all titles guaranteed by it were held 
defective when they reached a test in court? How long could 
a lawyer expect to retain clients or receive professional 
acceptance if over 50 percent of all the opinions which he 
rendered were declared wrong when they reached the test 
of court proceedings? And yet this, it appears, has been the 
record of the Patent Office. If so, it is unfair both to those 
who are issued patents and those who bear the burden of 
defending infringement actions. It is equally unfair to the 
courts. 


Judge Dawson’s decision is now on appeal to the Circuit Court of 
Appeals. ‘The subcommittee does not, therefore, undertake to express 
any opinion as to the correctness of the decision or as to whether or 
not the severe criticism of the Patent Office was justified. 

In another decision,’® Grindle v. Welch, the court said at page 47: 


With its customary magnanimity, the Patent Office issued 
patent No. 2,534,644 to Welch. That patent was void and 
invalid because it was not filed by the true inventor; because 
it was filed more than 1 year after the first public use of the 
product described; because it does not teach invention over 
the prior art disclosed by the Hyde and Schmitt patents 
referred to earlier. Each of these grounds of invalidity is 
suflicient in and of itself to make clear that the patent in ques- 
tion is void and of no effect. 

2. Statistics on patent invalidity 

The overall statistics as to how patents fared in litigation in 1955 
are as follows: In the circuit courts, 50 out of a total of 48 patents 
involved were held invalid ** (in whole or in part) for a percentage 
of 62.5 percent. Eight were held valid and infringed and ten heid 
valid but not infringed. In the district courts (published decisions 
only) 58 out of 105 patents were held invalid for a percentage of 55.2. 

On the basis of available information which is now incomplete 
because of the delays in reporting decisions, the picture for 1956 is 
as follows: In the circuit courts 38 or 51.4 percent out of 74 patents 
were held invalid. In the district courts (published decisions only) 
55 (for percentage of 53.9) out of 102 patents were held invalid. 

While no reasonable person should expect the Patent Office to be 
infallible in view of the nature and complexity of its task, it is ap- 
parent that a substantial reduction ” must be made in the number of 
invalid patents issued if patents are to receive the respect to which 
they are entitled under the Constitution and the laws. In fairness 
to the Patent Office, it must be pointed out, however, that from the 
nature of things, the borderline patents are the ones which are most 


1146 F. Supp. 44 (D. C. N. D. Cal. 8. D., October 29, 1956). 

1¢QOnly a minute number of the upward of 35 thousand patents issued yearly ever get 
into litigation. 

17Any improvement in Patent Office processing due to the increased staff will not 
become apparent in litigation for some time; i. e., until the better screened patents get 
into the courts. 
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likely to be involved in infringement litigation and, hence, form the 
basis for statistical compilations. On the other hand, it should also 
be noted that since thousands of patents are never actually used com- 
mercially and, consequently, play a minor role, no one can say what 
their fate would be if their validity were the subject of court decision. 


3. Opposition proceedings: The Federico report 

Information submitted * to the subcommittee shows that the most 
frequently occurring reason for the invalidation of patents is the pre- 
sentation to the courts of prior art which was not considered by the 
Patent Office at the time the patents were issued. Three possible ways 
of correcting this situation have been frequently mentioned: (1) An 
increase in the number of examiners in order that more thorough 
searches can be made; (2) improving the classification system so that 
prior art is more readily available to th examiners; and (3) the adop- 
tion of an opposition proceeding ” providing a means whereby the 
public may bring prior art information to the attention of the Patent 
Office before the patent is finally issued. Many believe that such a 
proceeding, if containing adequate safeguards against misuse, would 
serve a twofold purpose: (1) It would strengthen the presumption 
of validity of patents thereafter issued, and (2) the puibtic wash be 
better protected than it now is against the issuance of invalid patents. 

In considering the opposition proposal, the subcommittee has under- 
taken to draw up the experiences of other countries which have various 
forms of opposition procedures in their patent systems. Accordingly, 
at the request of the subcommittee, Mr. P. J. Federico, examiner in 
chief in the Patent Office, has prepared study No. 4, entitled “Opposi- 
tion and Revocation Proceedings in Patent Cases.” The study has 
been printed and is now being distributed by the subcommittee and 
the Government Printing Office. 

In view of the seriousness of this problem, the subcommittee 
reiterates its conclusion set forth above that this gap between the 
Patent Office and the courts should be narrowed, and the subcommittee 
will continue to search for appropriate corrective measures. Included 
in this search will be a further study of a bill” to create a single 
Court of Patent Appeals introduced by Subcommittee Chairman 
O’Mahoney in the last session. 


C. EFFECT UPON THE PATENT SYSTEM AND THE ECONOMY OF THE ISSUANCE 
OF VAST NUMBERS OF UNUSED PATENTS 


The accumulation of vast numbers of unused patents by some com- 
panies and the effects of such accumulation, (1) as a deterrent to 
newcomers attempting to enter these industries, and (2) on the conduct 
of research by others, is a matter of real concern. Related to this 
problem is the number of patents issued to corporations as against 
those issued to independent inventors. Indeed, the fate of the inde- 
pendent inventor, heretofore a prolific source of new inventions, is a 
cause for alarm.” 


18 Adjudicated Patents, 1948-54, hearings, October 10-12, 1955, pp. 176-185. This 
does not, of course, cover 1955—56 figures. 

2 Study No. 1, p. 21; study No. 2, p. 65. 

2S. 3744, introduced April 26, 1956. 

21 See, for example, the special report entitled “The Vanishing American: The Small 
U. S. Inventor,” in U. S. News & World Report, November 23, 1956. 
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The subcommittee has undertaken to collect reliable statistical and 
other information bearing on these matters. Study No. 3, entitled 
“Distribution of Patents Issued to Corporations (1939-55),” prepared 
by the Patent Office under the direction of Commissioner Robert 
Watson and Examiner in Chief P. J. Federico, has been published 
and is being distributed by the subcommittee. ‘This is the first time 
such a study has been made since 1939. This study, which contains 
a wide range of valuable statistical information on the issuance of 
patents, shows that during the period from 1939 to 1955 almost 59 
percent of all patents issued went to corporations and only 40 percent 
to individuals. In one year (1946) corporations received approxi- 
mately 65 percent of all the patents issued that year. Thirty-eight 
corporations each received more than 1,000 patents, and 356 corpora- 
tions each received between 101 and 1,000 patents. A selected grou 
of 176 largest United States corporations, during the 1939-55 pivied, 
obtained 121,708 patents which represented more than 20 percent of 
the total issued. The General Electric Co., with 10,757 patents, was 
issued the largest number, and American Telephone & Telegraph Co., 
with 8,539, holds second place. The next eight companies in the order 
of their holdings are Radio Corporation of America, Westinghouse 
Electric Corp., KE. I. du Pont de Nemours & Co., Esso Standard Oil Co., 
General Motors Corp., Eastman Kodak Co., Bendix Aviation Corp., 
and American Cyanamid Co. 

As a part of this same general study, Bartholomew A. Diggins, a 
patent attorney practicing in Washington, D. C., has, on behalf of 
the subcommittee, undertaken a study of what is done with patents 
after issuance, what percentage of patents are actually used, the gen- 
eral policies of the major companies as to licensing, and related prob- 
lems. One of the objectives is to determine the extent of “defensive 
patenting” ** and whether the publication procedure outlined below 
would be workable and would result in reducing the Patent Office back- 
log, yet at the same time give the inventor, in specific situations, the 
protection which he desires. 

The subcommittee and Mr. Diggins are receiving excellent coopera- 
tion from the selected companies which were sent questionnaires. As 
a result, the project is progressing well and it is expected that reliable 
statistical information will, for the first time, be collected and collated 
on these complex and difficult questions. 


II. Summary or OrHer Suscommitree Work Dourine THE Last 
SEssION 


A. HEARINGS, BILLS REPORTED,”*AND BILLS INTRODUCED 


1. S. 590, a bill to amend the copyright law so as to provide for the 
payment of royalties by operators of coin-operated machines to the 
authors and composers of the music played when such playing was 


22 Approximately 1 percent went to the U. 8S. Government (study No. 3, p. 3). 

=The term “defensive patenting” is used to refer to those instances where the appli- 
cant is not concerned with excluding others from using the patented invention but seeks 
such a patent primarily as a matter of insuring that no subsequent inventor will claim 
= same invention, secure a patent, and block the first applicant from himself using the 

vention. 

*%*The membership of the investigating Subcommittee on Patents, Trademarks, and 
Copyrights is the same as the standing Subcommitteee on Patents, Trademarks, and Copy- 
rights of the Senate Judiciary Committee. On legislative matters the investigating su 
committee staff cooperates with and works jointly with the staff member of the full 
committee assigned to patent, trademark, and copyright matters. 
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for profit. The conferences and action on this legislation resulted 
in Senate Document 155, entitled “A Review of the Evidence Relating 
to the Copyright Law, as It Applies to Jukeboxes.” 

2. H. R. 2068, a bill for the relief of William F. Friedman. This 
bill provided for the payment to the claimant of the sum of $100,000 
in connection with his inventions which constituted an outstanding 
contribution to the national defense, particularly in World War IL. 
A day’s hearings was required on this legislation, which resulted in 
the enactment of Private Law 625. 

3. S. 116 and H. R. 2128, bills to authorize the extension of patents 
under certain conditions. Hearings were held on H. R. 2128 and S. 
116 relating to the extension of patents where the patentee or patent 
owner had been prevented from exploiting his patent due to an order 
of the Federal Government (mainly WPB control orders), service in 
the Armed Forces, and certain other specified reasons. H. R. 2128 
was reported (S. Rept. No. 2704) favorably to the full committee, 
which in turn reported the legislation favorably to the Senate. Neither 
bill, however, passed the Senate. 

4. H. R. 2383, a bill to authorize the National Inventors Council to 
make awards for inventive contributions to the national defense. 
Hearings were held on H. R. 2383 and S. 2157, resulting in a report to 
the full committee. 

5. Confirmation hearings.—The subcommittee held hearings and 
recommended Senate approval of Arthur W. Crocker to be Assistant 
Commissioner of Patents and Mr. Giles R. Rich to be a member of 
the Court of Customs and Patent Appeals. Both Mr. Crocker and 
Mr. Ktich were confirmed by the Senate. 

6. Bills introduced—The studies of the subcommittee resulted in 
the introduction of— 

(a) S. 3744, to establish a United States Court of Appeals for 
Patents, and for other purposes; and 

(b) S. 3745, to limit the life of a patent to a term commencing 
with the date of the patent application. 

Since these bills were introduced late in the 2d session of the 
84th Congress and because of the pressure of other matters before the 
subcommittee, no affirmative action was taken during that session. It 
is intended that the legislation referred to will be reintroduced, along 
with other new legislation, in order to gain pertinent information and 
views of interested parties which will result in appropriate commit- 
tee action. 

B. STAFF INVESTIGATIONS 


1. General pattern of complaints received 

During the session, the subcommittee has received many complaints 
relative to a wide variety of patent subjects ranging from allegations 
of patent abuses to claims that the Patent Office erroneously failed 
to grant a patent on particular patentable inventions. Where the 
complaint, if found upon investigation to be true, appears to involve 
matters already adequately covered by existing statute, the complain- 
ant is referred to the Department of Justice or other appropriate 
agency. If, on the other hand, the matter indicates the existence of 
conditions pointing toward the need for new legislation, the subcom- 
mittee undertakes its own inquiry. Aside from the complaints rela- 
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tive to Patent Office action and procedure, these complaints (when 
examined in light of the overall picture) fall into five general patterns: 

(a) The problems and difficulties encountered by independent in- 
ventors, particularly those who have little available capital, in at- 
tempting to exploit their patents through a sale or license of the pat- 
ents. Complaints have been made that companies interested in ac- 

uiring the patent or a license under it sometimes misuse their power- 
ful bargaining position to gain an unfair advantage over the indi- 
vidual patentee. This type of reer aa seems to occur most fre- 
quently in those industries in which there are relatively few com- 
panies making products similar or related to the product covered by 
the patent involved, thus presenting a situation in which there are 
only a handful of Hotential buyers or licensees of the patent. 

(6) Assertions that established companies put up a “common front” 
to patent rights held by an independent inventor and refuse to recog- 
nize either the validity or commercial utility of the patents. The 
claim is made that where the controversy is between only one com- 
a and the small inventor, the contest is an unequal one. Because of 
the high cost of patent infringement litigation, the individual patent 
owner is at an even greater disadvantage in fighting the combined 
strength of several companies and may have to abandon the struggle 
despite his meritorious position on the basis of the validity and sig- 
nificance of his patent claims. Two separate and unrelated complaints 
of this nature were received during the week of January 7, 1957. The 
subcommittee cannot now express an opinion as to the factual ac- 
curacy of these complaints. It is clear, however, that both complain- 
ants have been able to license (but not to the major companies) their 
respective patents, indicating an acceptance by these licensees of 
the validity and commercial value of the patents. 

(c) The problems encountered by inventors of devices useful mainly. 
if not entirely, in connection with equipment and in a system controlled 
by a single company in a Government-regulated industry. An in- 
ventor, in this situation, may find his patent virtually worthless, re- 
gardless of its intrinsic value, if the company decides not to buy the 
patent, take a royalty-paying license under it, or allow the patented 
device to be used with the company’s equipment. 

(d) The problems arising out of the a emion by a regulatory agency 
of standards with which only patented devices will comply.” 

(e) The uncertainties arising out of the vast numbers of pales held 
by some companies raising fears in the minds of the smaller business- 
man that he may become entangled in expensive patent infringement 
litigation. The number of patents is so great that the small-business 
man cannot afford to pay the cost of a thorough search by a corps of 
patent lawyers (even after such a search he could not be sure because 
of the uncertainty as to the construction which a court might give to 
numerous patent claims) in order to determine the exact nature and 
scope of the patent claims held by his larger rival. This is especiall 
true where there is more than one company in the same industry with 
extensive patent portfolios. Although the small-business man may 
never actually be sued, he operates his business in a state of uneasiness 
and takes care not to antagonize his competitive rival or rivals for 
fear of precipitating a threat of infringement and suit. 


*It has been suggested that where this happens, the patent involved should be subject 
to compulsory licensing in order that all might comply with such standards. 
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It is apparent from the frequency with which complaints are re- 
ceived that many problems exist in the patent-antitrust field of law. 
Moreover, too often the individuals seeking relief are the very ones— 
the independent inventors—who ought to be aided, as America cannot 
afford to lose this fruitful source of ideas and creative advancement. 
The subcommittee and its staff will continue its efforts to aid, where 
appropriate, those who have a meritorious basis of complaint. Par- 
ticular emphasis will continue to be given to the problems of the 
independent inventors.** 


2. The electronics patent pool 

On January 14, 1957, Philco Corp. filed a $150 million treble damage 
suit against RCA, General Electric Co., American Telephone & Tele- 
graph Co., and two of the latter’s subsidiaries, alleging the existence 
of an illegal patent pool and an abuse of patents. Two similar suits 
are also pending attacking the RCA licensing system. One suit was 
Sdiubel by the United States Government and the other by Zenith. 
The allegation is made, which if true presents a particularly serious 
problem, that the RCA pool of patents and licensing system deters 
research by others. In view of the importance of the electronics indus- 
ay to the welfare of the United States in both peace and war, the 
subcommittee will make further inquiry into the patent situation and 
determine if legislation is appropriate and necessary. 


8. Compulsory patent licensing under antitrust decrees 


During the period from 1941 to date approximately 106 antitrust 
eee have been entered requiring that patents alleged to have 

en abused in antitrust violations be subject to licensing either at a 
reasonable royalty or on a royalty-free basis. Upon determining 
that no study had ever been itttie, either by the Antitrust Division or 
by others, to the effect of the patent provisions of these decrees, the 
subcommittee has undertaken a complete review of such decrees in 
which compulsory licensing of eee was required. The purpose 
is to determine how effective the decrees have been in opening industry 
to competition, the desirability of such provisions, and what practical 

roblems have arisen in the administration of the licensing provisions. 
A great deal of material relating to this matter has been collected, and 
the subcommittee staff is now engaged in studying the material with 
the view of preparing a report. 


C. SUBCOMMITTEE INVESTIGATORY HEARINGS—HEARINGS RELATIVE TO THE 
LICENSING OF UNITED STATES GOVERNMENT-OWNED PATENTS ; REMOVAL 
OF OBSTACLES TO THE PRODUCTION OF ESSENTIAL CHEMICALS FROM THE 
CHEAPEST SOURCE FOR THE MANUFACTURE OF CORTISONE AND OTHER 
HORMONES 


The subcommittee held hearings on July 5 and 6, 1956, relative to 
the activities of Syntex, S. A., a Mexican corporation, and its affiliated 
companies in the United States and Puerto Rico, which were alleged 
to block actual and potential competitors from obtaining essential 
material used to manufacture cortisone and other so-called wonder 
drugs. Certain of the activities involved were alleged to be contrary 


* An article in the Nation (December 8, 1956), entitled “The Most Valuable Men in 
the World,” lists many great inventions made by independent inventors. 
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to sworn promises given to the Office of Alien Property as a condition 
to the granting of a license to Syntex affiliates to use valuable patent 
rights owned * by the Government of the United States. 

In 1949 it was discovered that cortisone would relieve the symptoms 
of rheumatoid arthritis and other rheumatic diseases. The needs of 
the people suffering from rheumatoid arthritis (approximately 3 mil- 
lion sufferers in the United States) created a tremendous demand for 
thedrug. Atthat time the commercial starting material used to make 
cortisone * was ox bile. The high cost of the ox bile method, its 
limitations, and the Nation’s dependence on a single source of raw 
material constituted a serious bottleneck.” The United States Gov- 
ernment recognized that it was essential that other sources of startin 
material be found and authorized the United States Public Healt 
Service and the United States Department of Agriculture to under- 
take a broad program to find new and better sources.*° One of the 
major objectives was to find cheaper sources in vegetable plants. Sev- 
eral United States pharmaceutical companies also undertook similar 
programs. 

Botanical explorations were conducted in Africa, Central and South 
America. Cooperators sent material from the Pacific, Far and Near 
East. More than 5,800 collections were screened chemically. The 
result of this work and that of the private pharmaceutical houses is 
that the plant genus Dioscorea ** was found to be the most productive 
source and could be the most economical source of steroid hormones. 
The types of the Dioscorea of greatest promise occur in Mexico.*? An 
official Mexican Government survey and that of the private pharma- 
ceutical houses show the root material grows in abundance in the 
jungles of Mexico.** Dr. Russell Marker, an American scientist who 





27 These patents which had previously been owned by Schering A. G., of Berlin, Germany, 
had been vested by the United States pursuant to the Trading With the Enemy Act, as 
amended, and related Executive orders. An agreement was made January 1, 1952, between 
Schering Corp., a New Jersey corporation, and the Attorney General of the United States 
by which title to these patents was transferred to the Attorney General. This agreement 
is set forth in the printed record of the subcommittee hearings of July 5 and 6, 1956, pp. 
31-40. Unless otherwise noted all references hereinafter made refer to the printed record 
s this hearing, and for convenience of reference this record will be referred to simply as 
“hearings.” 

28The starting material for cortisone and the other miracle hormones are the steroid 
chemicals. These chemicals are converted into various hormones, adrenal cortical plus the 
sex hormones and modifications thereof. Among the more widely known specific steroid 
hormones are cortisone, hydrocortisone, prednisone, prednisolone, estrogen, estrone, 
testosterone, and progesterone. Steroid hormones have been used successfully in treating 
a wide range of human ailments such as endocrine disorders, collagen diseases, rheumatoid 
arthritis, rheumatic fever, allergic disorders, inflammatory diseases of the eye, cancer 
diseases of the skin, blood diseases, kidney diseases, pulmonary diseases, liver diseases, and 
as anesthetics. In certain disease, such as Addison’s disease, systemic lupus erythematosus, 
bronchial asthma, rheumatic fever, pemphigus, dermatomyositis, acute leukemia, certain 
breast and a cancers, periarteritos nodosa, serum sickness, and drug reactions, the 
administration of steroids has been found to be life-saving or life-prolonging. See state- 
ment of Dr. Joseph J. Bunim, Clinical Director, National Institute of Arthritic and Meta- 
bolic Diseases, U. S. Public Health Service—hearings, pp. 11-17, and Basic Substances and 
Synthetic Intermediates for the Steroid Hormone Industry, exhibit 1, pp. 10-11. 

* It was pointed out in congressional hearings in 1950 that even though cattle were 
slaughtered solely to obtain cortisone, there would not be enough cattle in the world to 
supply the present and potential demand for this valuable product. See exhibit 2, House 
Appropriation Hearings, Agriculture Research Administration, reprinted in hearings, pp. 
hi ox bile or animal bile methods of production have been greatly improved 
since 1950. 

* See statements of Dr. Floyd S. Daft, Director, National Institute of Arthritic and 
Metabolic Diseases, U. S. Public Health Service, and Dr. Carl O. Erlanson, Agricultural 
Research Service, Department of Agriculture—hearings, pp. 3-10, 17-24. 

%1 When the Dioscorea was recognized as being of such importance, the Glidden Co., which 
had been a extensive research in the use of soya as the source of steroids, aban- 
doned its research (hearings, pp. 74, 75, 77). 

*2 This type is also found in the jungles of Guatamala but is difficult to collect for com- 
mercial uses (hearings, pp. 19, 26, 121, 122). 

* Hearings, pp. 84, 85, 94, 95, 117-126. 
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made substantial discoveries in the steroid field, and Dr. Emeric Somlo, 
a Hungarian by birth but now a Mexican national, together with 
others formed Syntex, S. A., for the purpose of collecting the root, 
extracting the chemicals, and selling bulk steroid chemicals in various 
stages of. processing to pharmaceutical companies,** which, in turn, 
completed the processing, packaged and sold the finished drug for use. 
Plants were established in Mexico. American Syntex, Inc. (later 
called American Steroids, Inc.) was incorporated in Puerto Rico to 
further process the hormone intermediates shipped to it by Syntex, 
S. A., and to sell the resulting product to United States phaseascontit 
cal manufacturers either directly or through Chemical Specialties, 
Inc., a New Jersey corporation. Chemical Specialties has served as a 
United States selling company which was formed and owned * (until 
May 1956) by Dr. Somlo and an associate. 

The Mexican Government imposed an embargo on the exportation 
of cabeza de negro root, the first Dioscorea plant specie to interest 
producers of steroids. ‘Subsequently, when the so-called barbasco 
root (sometimes called the Mexican yam) was found to be a better 
source, the Mexican Government imposed a similar embargo. This 
created diflicult supply problems for United States pharmaceutical 
companies who needed cheaper steroid chemicals to fill the rapidly 
growing demand for cortisone and the many new and related hormones 
which were being developed. The embargo was the subject of discus- 
sion ** between the United States Department of State and the Mexi- 
can Government. Syntex, which had facilities in Mexico for extract- 
ing the chemical from the roots, held a virtual monopoly of the sales 
of bulk steroids made from vegetable plant sources.** 

About February 1952 Syntex, acting through Chemical Specialties, 
its United States company, applied to the Office of Alien Property 
(hereinafter referred to as OAP) for a license under certain of the 
patents previously owned by Schering but then held by OAP.** Ob- 
Jections to the granting of these licenses were raised and among them 
were claims that Syntex had proposed and supported the Mexican 
Government’s restriction on the exportation of Dioscorea roots and 
had prevented other companies from obtaining free access to root 
material.*® OAP indicated a reluctance to grant the licenses requested 
and conferences were held with representatives of Syntex and Chemi- 
cal Specialties. Licio Lagos, the then president and general counsel 
of Syntex (and president at the present time), to meet the charges 
being made against his company and thereby obtain the license, filed 
an affidavit * with OAP which, among other things, stated : 


In summary, I can categorically state that neither I nor any 
other representative of Snytex, S. A. has ever made any 


% Although sales were made in Mexico and other countries, by far the vast amounts were 
sold to United States companies. It is estimated that in 1955 Syntex supplied upward of 
90 percent of all bulk steroids, imported from Mexico, used in the United States. 

*® See exhibit, Unitary Nature of Syntex Operations and the Sale of Syntex and Certain 
Affiliated Companies to Ogden Corp. in May 1956, for a listing of these and other United 
States, Puerto Rican, Mexican, and other corporations in the Syntex chain of companies 
(hearings, pp. 29, 139-144). 

% See letter of July 24, 1956, from Assistant Secretary of State Robert C. Hill to Sub- 
committee Chairman O’ Mahoney, hereinafter referred to as the Hill letter (hearings, ap- 
pendix, p. 146). 

37 See September 7, 1955, letter from T. F. Davies Haines, president, Ciba Pharmaceutical 
Products Co., Inc., to Elmer Bourgerie, counselor for economic affairs, American Embassy, 
Mexico City (hearings, p. 64). 

8 See footnote 27, supra. 

*° See letter of February 29, 1952, from Joseph L. Rauh, Jr., to Hon. Harold Baynton, 
Director, Office of Alien Property (hearings, pp. 42, 105, 106). 

“ See affidavit dated February 27, 1952 (hearings, pp. 43, 44). 
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representation, directly or indirectly, in support of any tax or 
export restriction on Mexican roots. On the contrary, we 
have on every occasion opposed such taxes and restrictions and 
will continue to do so. 


On the basis of this representation, the OAP granted two royalty-free 
licenses to Chemical Soeciatties, one dated June 26, 1952, and one 
dated July 29, 1952.% Another license, dated October 9, 1952,** was 
granted to Syntex Pharmaceutical Co., Inc., another Syntex affiliate. 

In view of the importance of the drugs and the public interest 
involved in removing obstacles to the availability of drug supply at 
cheaper prices, the subcommittee directed its attention primarily to 
the revelation of facts as to whether Syntex and its afliliated com- 
panies, the beneficiaries of the right to use, without payment of 
royalty, valuable government-owned patents, has or has not complied 
with Mr. Lagos’ representation to OAP. It seems clear beyond doubt 
that Syntex has engaged in activities directly contrary to the Lagos 
affidavit given as a condition of the licenses. 

Each license contained * the standard provision : 

No licensed patent shall be used in furtherance of any un- 
lawful cartel or combination or in any other way which is 
contrary to the laws of the United States. 

Following the signing of October 9, 1952, license, Syntex petitioned 
the Mexican Secretary of the National Economy to place a prohibitive 
excise tax on steroid intermediates up to 16 dehydropregnenolone 
acetate to complement “protection which had been extended to us 
previously” by imposing High excise taxes on the export of saponine- 
containing roots or extracts. The saponine roots or extracts serve as 
raw material in the manufacture of steroid hormines.** The purpose 
was to prevent other firms from being able to process root to meet 
their existing markets and to preserve and further Syntex’s market 
position in accordance with their claimed advanced processing ability. 
This petition was granted.” Thereafter, Syntex proceeded under the 
signature of its President, Licio Lagos, to further petition ** the Tariff 
Division of the Mexican Department of the Treasury and Public 
Credit (copy to the Secretary of the National Economy) to place a 
prohibitive export tax *® on steroid intermediates subsequent to 16 
dehydropregnenolone acetate and including progesterone for the pur- 
pose of further protecting any threat to Syntex’s market position. 
This application has not as yet been granted. But Syntex’s efforts to 
block others were not confined to seeking more restrictive export 
controls. 

When the embargoes on the exportation of roots were imposed, it 
became necessary to establish facilities within the territorial limits 
of Mexico in order to engage in the business of extracting the chemical 
from the roots and processing the intermediates. In addition to Syn- 





“ Italics ours. 

@ License No. 3022 (hearings, pp. 46-48). 

43 License No, 3037 (03635) (hearings, pp. 48-50). 

“ License No. 3044 (03646) (id., pp. 50-52). 

“See sec. 5 (id., pp. 47, 49, 51). 

46 See letter dated November 25, 1954 (hearings, pp. 52-57). 

47 Mexico Diario Oficial, May 13, 1955 (id.. p. 58). 

«8 See letter dated July 5, 1955 (id., pp. 59-62). 

“ See explanation by Dr. Irving Sollins as to how Syntex could itself temporarily avoid 
the tax (hearings, pp. 127-129). See also letter dated June 7, 1956, and accompanying 
information from Eduardo R. Gonzalez, collector of customs, San Juan, P. R., to Subcom- 
mittee Chairman O’Mahoney, showing increased shipment in 1954 and early 1955 by 
Syntex to its Puerto Rican company (hearings, pp. 62-063). 
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tex, Protex, and Diosynth, the two latter being relatively small pro- 
ducers in Mexico, several other concerns became interested in engaging 
in Mexican steroid production because of the demand for these chem- 
icals in the expanding market. 

Testimony was heard from representatives of three companies which 
were qualified to do business under Mexican Jaws and which undertook 
to engage in this business in Mexico. Schering, which operates in 
Mexico and is a pioneer in hormones, was long interested in extracting 
the chemical from the Mexican root. It purchased land, built a boiler- 
house, and constructed a plant, ordered machinery and special equip- 
ment, but was deterred by the prohibitive export tariff referred to 
above (Diario Official, May 13, 1955) and its inability to obtain per- 
mits to acquire the root. At the time of the hearings it had not proc- 
essed any steroids except a limited amount derived from a pilot plant 
and used in experiments.*? 

The second company is headed by Dr. Perry Julian, one of the fore- 
most authorities and researchers in steroids, who for some 18 years 
headed the soya research project for Glidden Co. When Glidden 
discovered it was cheaper to produce steroids from the barbasco dios- 

enin, it discontinued its soya research. Dr. Julian then established 
5 ulian Laboratories for the purpose of further research and to supply 
pharmaceutical houses with various types and kinds of steroid prod- 
ucts. Following the refusal of Syntex, for the reasons outlined below, 
to continue to supply Julian with certain steroids, Julian established 
a company in Mexico, acquired a building, and ordered the necessar 
machinery.* At the time of the hearings, Dr. Julian’s plant was still 
idle and had never produced anything. 

The third company, Productos Esteroides, S. A. (PESA), was estab- 
lished in January 1955 by Dr. Irving Sollins. Of the three companies, 
this is the only one up to the time of the hearings which had been able 
to produce any steroid material in Mexico for shipment to the United 
States. While the plant has the most up-to-date machinery and com- 
petent personnel, its production, prior to the subcommittee hearings, 
was severely limited by its inability to get root, the necessary raw 
material.™ 

In order to collect and transport root material in Mexico, one had to 
obtain permits ene) for specific amounts. These permits 
were issued by the Bureau of Forestry, Mexican Department of Agri- 
culture, after the approval of the Ministry of National Economy. 





8 Protex was recently purchased by General Mills. See announcement of the Wall Street 
Journal, December 27, 1956. 

Si Schering is now publicly owned by United States stockholders. See letter from 
Schering’s Vice President Waterman to Subcommittee Counsel Hollabaugh, July 16, 1956 
(hearings, pp. 91, 92). 

® Hearings, p. 97. 

8 This machinery was in transit to Mexico for installation in the building but Dr. Julian 
stopped its shipment when it developed that he would probably not be allowed to use it if 
installed (hearings, pp. 82, 83, 85). 

&% Hearings, pp. 113-114, 127-130. 

%In conducting the hearings, Chairman O’Mahoney made it clear that it was not the 
i of the subcommittee to, in any way, inquire into any action or nonaction of the 
fexican Government (hearings, p. 3). Also, in the press release of July 2, 1956, 
announcing the hearing, the chairman said: “While the subcommittee, of course, recog- 
nizes the right of the Mexican Government to issue any decrees and laws it wishes relating 
to domestic matters in Mexico, I think it is appropriate for a subcommittee of the U. S. 
Senate to inquire into activities of a company using United States patent rights and 
operating both in the United States and Mexico which makes one representation to this 
Government and altogether different representations to the Mexican Government relating 
to the availability of raw material essential to the manufacturing of pain-relieving drugs. 
This is particularly true since Syntex and its affiliated companies were purchased in May 
1956 by Ogden Corp., of New York City, and which now has the power to direct future 
policies and activities of Syntex in Mexico.” 
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Schering, PESA, and Julian Laboratories applied for root permits 
and, although never denied, the permits were not issued except for 
small tonnage granted to PESA. Representatives of these three com- 

anies charge Syntex, and particularly Syntex’s president, Licio 
Laue, with creating the difficulties encountered in attempting to get 
into production. 

Prior to forming the Mexican company, Dr. Julian made some 
purchases from Syntex through Chemical Specialties. Then he was 
told by Dr. Somlo that his contract for the purchase of 16 dehydro- 
pregnenolone would not be renewed unless Dr. Julian agreed to 3 
conditions: (1) Not to use any of the material purchased from Syntex 
in products sold by Julian to Syntex’s customers in the United States; 
(2) not to establish a plant in Mexico, i. e., go into competition with 
Syntex in Mexico; and (3) not to buy from anyone other than Syntex. 
Dr. Julian refused to purchase on these terms and went forward with 
plans to manufacture in Mexico. 

Officials of Schering, PESA, and Julian Laboratories have at var- 
ious times met with Mexican Government representatives in attempts 
to obtain root permits. In October 1955, a series of conferences was 
held at which Syntex representatives were present. Syntex proposed 
to allow the other companies to operate in Mexico if they agreed to the 
Syntex plan for allocation of root and the customers in the United 
States market.** Under this plan, Syntex would retain all “old” 
customers and the other companies would be restricted to “new” cus- 
tomers, with Syntex deciding who were “old” and “new” customers 
for steroid materials. All flatly refused to accept such a plan. 

Several United States pharmaceutical houses * were informed of the 
proposal and invited to attend the meetings. They declined to attend 
and went on record as being against dealing with a single Mexican 
firm as it violates the principles of free trade and competition and 
would only serve to protect Syntex, the favored producer, and would 
have the effect of maintaining prices at artificially high levels. 

At these meetings, Schering argued that it ought to be allowed to 
obtain root as it planned to substitute the root steriod materials in 
place of ox bile (which Schering was then using) to supply its cus- 
tomers and would not, therefore, be taking away customers from 
Syntex. Even with this argument, Schering had not succeeded, prior 
to July 1956, in getting root permits necessary for commercial produc- 
tion.®° 

The testimony further shows that Syntex officials, in meetings with 
PESA representatives “ at which no Government representative offi- 
cial was present, stated that if PESA would join Syntex in blocking 


& Hearings, pp. 81, 82, 84, 88, 89. 

% The purpose of this part of the plan was to hold up the prices in the United States 
by avoiding competition. As indication that Syntex was selling at high prices, Dr. Sollins 
testified that PESA made limited sales of progesterone to companies in the United States 
at a price approximately 23 percent lower than Syntex’s price for the same product. 
Even on limited production basis, Dr. Sollins considered PESA could make a reasonable 
profit at this price (hearings, p. 115; see also pp. 64-72, 96). 

5S Hearings, pp. 83-89, 129-131. 

5° See series of letters beginning with letter dated September 7, 1955, from T. F. Davies 
Haines, president, Ciba Pharmaceutical Products Co., Inc., Summit, N. J., to Elmer H. 
Bourgerie, U. S. Embassy, Mexico City (hearings, pp. 64-72). 

© Hearings, pp. 98, 99. 

1 PESA representative also testified that Syntex (1) threatened PESA’s root collectors, 
(2) warned suppliers not to deal with PESA, (3) pressured suppliers into being bought 
out by Syntex, (4) harassed PESA pereenee, and (5) made other attempts to block the 
obtaining of root supplies. See testimony of Dr. Irving Sollins (hearings, pp. 127-131). 
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Schering from operating in Mexico and agree to fix prices on sales 
in the United States, then Syntex would agree to allow PESA to 
manufacture in Mexico and sell to certain designated customers in the 
United States. The PESA representative refused to join in any such 
cartel agreement. 

In May 1956 the Ogden Corp.,® a Delaware corporation with offices 
in New York City, purchased ** Syntex and certain of its affiliated 
companies including Chemical Specialities, Inc. Mr. Lagos has, how- 
ever, continued as a director and president of Syntex. 

During the week following the hearings, which attracted wide pub- 
licity in the Mexico City press, PESA received a permit for 600 tons 
of root, allowing it to continue operations on a greatly expanded scale. 

Subsequently the State Department, speaking through Assistant 
Secretary Robert C. Hill, advised ** Subcommittee Chairman O’Ma- 
honey as follows: 


According to information received on July 13, 1956, by the 
Department, the American Embassy in Mexico has been 
informed that all interested companies, including the Ameri- 
can-owned firms, Schering Corp., Productos Esteroides, S. A., 
and Julian Laboratories, may now file applications for the 
necessary permits to acquire barbasco root with the Ministry 
of Agriculture. It is the Embassy’s understanding that there 
will be no limitations on quantities or quotas, and that the 
only restriction will be one of normal conservation of root in 
order to avoid spoliation and waste. 


Since the hearings both Schering and Julian Laboratories are 
reported to have received permits allowing for the acquisition of a 
limited amount of barbasco root. Schering has installed additional 
equipment and is in the process of completing a plant for production 
of steroids, using diosgenin from barbasco root. Julian Laboratories 
has continued its efforts to get into production. General Mills, which 
recently acquired Protex, a relatively small producer in Mexico, is 
now also producing steroids for the United States market. PESA’s 
production should increase even more as it received permits for 1,000 
tons in January 1957. While the subcommittee has not taken testi- 
mony on the point, there are well-substantiated reports that with the 
advent of new producers a more competitive atmosphere prevails and 
prices on at least some of the various intermediates have been reduced. 

Following the hearings, the Department of Justice convened a grand 
jury in the southern district of New York and is now investigating 
the matter, looking toward appropriate action under the antitrust 
laws of the United States. 

In view of the necessity of removing all artificial restraints upon 
trade and commerce in goods and products, particularly those relating 
to public health and welfare, the subcommittee has made available to 
representatives of the Assistant Attorney General in charge of the 
Antitrust Division, Department of Justice, all evidence and infor- 


®@In the July 2, 1956, press release, Subcommittee Chairman O’Mahoney said: “I wish 
to add as a matter of fairness that the subcommittee’s inquiry to date indicates that the 
blocking activities occurred prior to the time Ogden Corp. purchased Syntex.” Since the 
hearings, a grand jury was convened in the southern district of New York and is now 
investigating the matter. 

See contract of purchase dated May 2, 1956 (hearings, pp. 137-144). 

“For the full text of the letter, see Hill letter of July 24, 1956 (hearings, pp. 146, 147). 
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mation in the subcommittee’s possession relating to the wonder drug 
matter. 

Charles Allen, Jr., the largest stockholder in Ogden Corp., and Mr. 
Sindeband, executive vice president of the Ogden Corp., which pres- 
ently owns Syntex, S. A., and its related companies, have, by letters 
which are included in the appendix of the subcommittee’s hearing, 
assured the subcommittee that the Syntex management will adhere to 
the concepts of free competition embodied in the antitrust laws and 
will not undertake to block others from the acquisition of Mexican 
barbasco root for the manufacture of steroid hormones. 

The subcommittee will, however, continue to follow closely all fur- 
ther developments in this matter to see that these assurances are 
carried out. 

D. RESEARCH AND STUDY PROGRAM 


Our report a year ago described a rather comprehensive study of 
the patent system which was being undertaken through a series of 
special research papers being prepared by eminent authorities in the 
field. At that time, 12 specific studies by private individuals were 
underway. These included examination of the effect of the patent 
system upon practices and policies in modern industry and business, 
in foreign trade, and among nonprofit and educational institutions; 
the relationship of patents to the antitrust laws and problems of 
monopoly and to other forms of intellectual property; the economic, 
technical, and social foundations of the patent system ; and many other 
aspects. In addition, a series of reports upon past congressional ac- 
tivities in important areas was being prepared by the Legislative Ref- 
erence Service. A number of additional studies were in contemplation 
at that time but had not yet been assigned. 

This program has continued actively during the past session of Con- 
gress and has considerably expanded. Eleven studies have now been 
completed, of which four (referred to previously in this report) have 
been published and are available for public distribution. Thirty 
others © are in the course of preparation and have reached varying 
stages of completion. The nature, content, and present status of these 
studies are described below, together with a brief statement of the 
authors’ backgrounds. 

It should be emphasized that these studies represent reports to the 
subcommittee, not by it. They reflect the personal views and conclu- 
sions of the authors themselves, which may or may not coincide with 
those of the subcommittee and its members. Indeed, as the summary 
below clearly shows, the subcommittee has made every effort to get the 
views of persons with diverse backgrounds and training, and vary- 
ing attitudes toward the patent system. In consequence, all 
shades of opinion and conflicting views, both as to the role played by 
the patent system and what might be done to improve its performance, 
are reflected in these studies. Two features that do uniformly pervade 
them, in the subcommittee’s opinion, are the competency of the authors 
selected and the importance of the subjects studied. We believe that 
the completion of these studies and a thoughtful examination of them 
will put the subecommittee—and the public generally—further along 
the road to an understanding of the patent system and its role in our 


® Other subjects, including the inordinately high cost of litigation and the financial 
burden imposed upon a small-business man by such litigation, are under consideration for 
research and study. 
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society than has heretofore been possible, and will provide a better 
foundation than we now have for deciding what, if anything, can ba 
done to make it work better and further its constitutional objectives by 
way of legislation. 


(a) Research studies completed 


In addition to the studies 1, 2, 3, and 4 which have already been 
ublished and previously described, the subcommittee also has the 
ollowing studies which have been completed. They will be published 

and distributed as soon as circumstances permit. 

(1) Patents and Nonprofit Research. By Archie M. Palmer—Dr. 
Palmer is the leading authority in the country on the patent policies 
of universities and other nonprofit institutions, a subject upon which 
he has written extensively. For many years he has been associated 
with the patent program of the National Research Council, serving 
for the past decade as Director of its Office of Patent Policy Survey. 
From 1950 to 1955 he was Chairman of the Government Patents 
Board. In the present study, he examines the patent holdings, poli- 
cies, and practices of numerous educational institutions, experimental 
stations, and other nonprofit research organizations; describes some 
of the notable inventions patented and administered by these organi- 
zations, such as the Vitamin D, Vitamin B,, and streptomycin discov- 
eries; and analyzes their licensing policies, monetary returns from 
inventions, and other significant features of their patent administra- 
tion. Information collected by him shows that, in the absence of 
factors calling for special treatment in the public interest, such 
patents are typically licensed to all qualified applicants on a nonex- 
clusive basis at a reasonable royalty. 

(2) The International Patent System and Foreign Policy. By 
Raymond Vernon.—Mr. Vernon is former Chief of the International 
Business Practices Division, State Department. In that capacity, 
he had occasion to examine extensively and intensively the administra- 
tion of patents on the international level, and to note, from tha 
governmental standpoint, their impact upon foreign trade, competi- 
tion, and investment. These and other experiences, including recent 
associations with industry and current direction of an extensive indus- 
trial study sponsored by Harvard University, give him a full per- 
spective from the business standpoint as well. This study examines 
the economic effect of foreign patenting by United States citizens 
and domestic patenting by foreign citizens, and the relation of busi- 
ness practices involving such patents to United States policies on 
foreign trade, investment, and restrictive business practices. His 
recommendations include (1) more thorough study of practices in 
this area, especially with respect to the ownership of patents by for- 
eigners, the effect of patents upon the international flow cf technology, 
and the impact of antitrust decrees involving international cartels; 
(2) reexamination of the International Patent Convention in terms 
of its functions under modern conditions; (3) elimination of com- 
pulsory working requirements in the patent statutes of foreign coun- 
tries, but allow individual countries more freedom than they now 
have under the convention to require compulsory licensing of patents 
in the national interest; (4) more vigor by the United States in elim- 
inating restrictive practices in international trade, including prac- 
tices connected with patent agreements; and (5) expansion of the 
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activities of the Berne Bureau, especially in the collection and dissem- 
ination of data, conduct of patent studies, etc. 

(3) Economic Aspects of Patents and the American Patent System: 
A Bibliography. By the Legislative Reference Service (Julius 
Allen).—A bibliography of selected leading articles dealing with the 
economic aspects of the patent system, with a brief description of their 
contents. Materials include articles on the relation of patents and 
technology ; atomic energy ; the antitrust laws; patent pools; compul- 
sory licensing; international agreements and cartels; taxation of 
patents; administrative and procedural ‘matters; the Report of the 
Attorney General’s Antitrust Committee; and the Patent Act of 
1952. 

(4) A Legislative History of Patent Office Fees. By the Legislative 
Reference Service (Victor Edwards) .—A listing of Patent Office fee 
proposals presented to Congress from 1922 to date. ‘The study dis- 
closes the long-standing nature of the Patent Office budgetary inade- 
quacies and of the controversy, still argued today, over the question 
whether primary Patent Office support should come from the patent- 
ees and others served by it, or from the general public through taxa- 
tion. 

(5) Efforts to Establish a Statutory Standard of Invention—and 
Bibliography. By the Legislative Reference Service (Victor Ed- 
wards).—A history of proposals to Congress for writing into the pat- 
ent laws a statutory definition of “invention.” It appears there was 
little suggestion for such statutory definition prior to 1943, when the 
National Patent Planning Commission recommended legislation for 
the “objective” determination of invention on the basis of “the nature 
of the contribution,” presumably in response to the “flash of genius” 
language of the Cuno case. Subsequent proposals, the study dis- 
closes, varied in language and considerable diversity developed as to 
the merits of various tests and the desirability of any such definition 
atall. Since enactment of the 1952 Code, which wrote into the statute 
the accepted definition of “invention” as developed by the courts over 
the decades, there has been little activity on this front. The biblio- 
graphy consists of two parts: (1) A collection of leading articles on 
“invention” and (2) a list of the significant cases, decided since the 
enactment of the 1952 Code, discussing whether that code modified the 
previously existing judicial tests. 

(6) Recordation of Patent Licenses and Assignment Agreements 
and Regulation of Patent Aspects of International Cartels—and 
Bibliography. By the Legislative Reference Service (Victor Ed- 
wards and Michael Daniels).—Study of proposals in Congress, since 
1935, to require the recordation of patent agreements in order to dis- 
courage the use of patents to restrict competition. Included is com- 
ment upon TNEC oma on this subject, proposals to regulate re- 
strictive patent agreements on the international level, and related pro- 
visions of the International Trade Organization Charter. 

(7) Report on Patents and Technical Information in Foreign Aid 
and Mutual Defense Programs, 1940-1956. By Michael Cardozo.— 
A study of governmental measures to facilitate and protect the flow 
and interchange of patent rights and technical information in connec- 
tion with our foreign-based defense programs, starting with lend- 


23001°—58 8. Rept., 85-1, vol. 1——24 








24 PATENTS, TRADEMARKS, AND COPYRIGHTS 


lease and continuing down through the present NATO and mutual 
defense programs. Mr. Cardozo is a professor of law at Cornell 
University and an authority on international law. As a one-time 
member and present consultant of the State Department he has been 
an active participant for many years in the programs of which he 
writes. 


(6) Research studies in progress 

(1) Economic and Social Basis of the Patent System: Patent Abuse 
and a Plan for its Control. By Victor Abramson.—A study based 
upon two economic reports peneaee for the Patent Survey Com- 
mittee in 1946 and now being brought up to date. Mr. Abramson was 
economic adviser to that committee. His study includes a detailed 
economic analysis of the factors that underlie the patent system and 
effects which flow from its operation. The discussion of “patent 
abuse” examines the economic aspects of restrictive patent practices 
and proposes a program for their control. Mr. Abramson’s past ex- 
perience with patent matters includes administration of enemy pat- 
ents and restrictive international agreements with the Office of Alien 
Property during the war. He is now with the Treasury Department. 

(2) Major Problems of Patent Litigation (Cost, Delay, Inaccuracy, 
etc.) and Their Solution. By William H. Davis and John Hoxie— 
Separate studies by the respective authors of the problems of delay, 
uncertainty, expense, and complexity that attend the trial of many 
patent infringement suits and what, if anything, may be done to im- 
prove the situation by Congress, the judiciary, and the patent bar 
itself. The authors are well-known patent practitioners of extensive 
experience, eminently qualified to examine and report upon this 
subject. 

(3) Patent Concentration: Defensive Patenting. By Bartholo- 
mew Diggins.—A study of the problems, and suggestions for their 
solution, arising from the practice of excessive patenting—a practice 
that oftentimes involves patenting of trivial inventions and results 
to a large degree from defensive efforts to insure against interference 
by others. Mr. Diggins is a practicing patent attorney in Washing- 
ton, D. C., a former member of the Antitrust Division, and the author 
of numerous articles on the subject of patents. 

(4) Trial of Patent-Antitrust Cases: Effect of Patent Recom- 
mendations of the Attorney General’s Committee. By Leonard Em- 
merglick.—As a trial attorney for the Antitrust Division, Mr. Emmer- 
glick, now professor of law at Georgetown University, participated 
in some of the landmark antitrust cases involving patents, including 
the Incandescent Lamp and Imperial Chemical Industries cases. His 
study examines the problems of proof and related problems that 
attend the trial of such cases, and analyzes the probable effect of pro- 
posals for changing existing law in these respects. 

(5) Renewal Fees and Other Patent Fees in Foreign Countries. 
By P. J. Federico.—This study brings up to date an earlier study by 
Mr. Federico, describing the renewal fee laws of other countries and 
their administration, with especial attention to their effect in bringing 
about the cancellation of patents that are unprofitable or not sig- 
nificant prior to their actual expiration. Mr. Federico, author of 
Statutory Disclaimers in Patent Law and many leading articles on 
patents, is examiner in chief in the Patent Office and an acknowledged 
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authority on most aspects of the patent system. He prepared for the 
subcommittee studies No. 83 (Corporate Ownership of Patents) and 
No. 4 (Opposition Proceedings) previously discussed in this report. 

(6) Summary and Analysis of 80 Years of Proposals for Patent 
Reform. By P. J. Federico.—In this study, Mr. Federico traces the 
history and development of the numerous suggestions that have been 
made over 80 years for changing and improving the United States 
patent system. 

(7) A Brief History of an Inventor and His Struggles With the 
United States Patent System. By Crosby Field.—An account of the 

ersonal experiences of a businessman-inventor, now president of the 
lakice Corp., in his efforts to realize upon his patentable inventions 
in the traditional ways contemplated by the patent system. 

(8) The Effect of Corporate Size, Concentration, and Mergers 
Upon Industrial Research and Patent Policies. By Murray Fried- 
man.—Professor Friedman of the economics department at Queens 
College studies the role played by patents in the determination of 
industrial policies and, conversely, the effect of industrial policies 
and activities upon patents. Especial attention is given to the role 
of patents in the current merger movement and the effect of mergers 
upon research and patent policies. 

(9) Invention and the Patent System. By S. C. Gilfillan—Dr. 
Gilfillan, a long-time member of the sociology department at the Uni- 
versity of Chicago, has devoted much of his life to the study of the 

atent system, with especial attention to its social and economic role. 
Fie is the author of numerous articles on the subject and of two books, 
Inventing the Ship and The Sociology of Invention. His present 
study gives especial attention to our failure to provide adequate sup- 
port for fundamental invention, the delays in the commercial develop- 
ment of such inventions, and our shortcomings in training inventors. 
He emphasizes the failure of the patent system to provide the neces- 
sary incentives and suggests ways to improve its performance. 

(10) Zechnological and Economic Tests in Determining the Valid- 
ity of Patents and Their Use. By Walton Hamilton and Irene Till.— 
Dr. Hamilton, now practicing law in Washington, D. C., is a long-time 
student and critic of the patent system and the author of TNEC 
Monograph No. 31, Patents and Free Enterprise. Irene Till is an 
economist, formerly with the Federal Trade Commission. In this 
study they analyze the technological factors that should determine in 
deciding the validity of a patent, the economic factors that should 
determine in deciding how a patent may be used, and the interrela- 
tionship of the two. 

(11) Case-Histories of Business Developments Based Upon New 
Inventions. By Melvin Jenney.—Mr. Jenney, a practicing patent 
attorney in Boston, has long been associated with industrial develop- 
ment activities engaged in by Massachusetts Institute of Technology 
and the patent aspects of these activities. His study is a continuation 
of one begun by Mr. Nathaniel Sage, of MIT, who died during the 
past year. It deals with case histories of independent inventors and 
small businesses and their experiences in developing and commercial- 
izing new inventions. 

(12) A Study of Patent Office Administration, Patent Litigation, 
and Patent Abuses. By Houston Kenyon.—A study based upon a 
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series of reports prepared in 1946 and 1947 by Mr. Kenyon in his 
capacity as counsel to the Patent Survey Committee. Mr. Kenyon, 
a practicing patent attorney in New York City, is currently president 
of the New York Patent Law Association. He has long been active 
in patent association activities and identified with efforts to improve 
and strengthen the patent system. The present study examines in 
considerable detail the operations of the Patent Office and the trial of 
patent cases in the courts, and makes a number of specific suggestions 
for improving the operation of the system. His proposals are coor- 
dinated with those described above put forth by Mr. Abramson, who 
was economic adviser to the same committee. 

(18) A Special Court of Patent Appeals: A Legislative History. 
By the Legislative Reference Service (Margaret Conway).—An exam- 
ination of various proposals made to Congress over the years for the 
creation of special courts to handle patent matters, together with a 
summary of the testimony and opinions expressed. 

(14) Proposals for Expediting Patent Office Procedure and Reduc- 
ing the Delay in Patent Issuance: A Legislative History. By the 
Legislative Reference Service (Margaret Conway).—Examination of 
suggestions to Congress for speeding up the processing of patent ap- 
plications and reducing the lag between application and issuance; 
includes suggestions for expediting interference proceedings and for a 
20-year law. 

(15) Compulsory Licensing of Patents: a Legislative History. By 
the Legislative Reference Service (Catherine Corry).—FExamination 
of various proposals presented to Congress for compulsory licensing 
of patents, starting with the Oldfield bills of 1911 which were directed 
to the problem of patent suppression. The study embraces bills 
limited to selected forms of compulsory licensing, such as those de- 
signed to cope with suppression and antitrust violations; those relat- 
ing to inventions involving public health, national defense, etc.; and 
suggestions for across-the-board licensing. It also deals with bills 
that would set up a register of patents made available for licensing, 
voluntarily or otherwise, and bills relating to formal dedications and 
licensing of Government-owned patents. 

(16) Government Assistance to Invention and Research: a Legisla- 
tive History. By the Legislative Reference Service (Barbara Jibrin 
and Catherine Corry).—Analysis of congressional proposals for 
encouraging inventive effort and aiding private research Se various 
methods. Includes awards for suggestions and inventions made by 
Government employees; promotion of invention by private individuals 
and through Government-financed research; establishment of organi- 
zations to encourage research and invention such as the National 
Science Foundation, Smithsonian Institution, National Research 
Council, Office of Technical Services, National Inventors Council, 
ete.; proposals for extending patents of private individuals, military 
personnel, etc.; suggestions for favorable tax treatment of patent in- 
come and research expense; and comparable matters. 

(17) An Economic Review of the Patent System. By Frita 
Machlup.—Dr. Machlup is professor of political economy at Johns 
Hopkins University. During the war he served in the Office of Alien 
Property, devoting much of his time to patent problems. His present 
study examines the historical roots of the patent system; its current 
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status; and proposals for changes in it, especially in the light of their 
economic significance and implications. Close attention is given to 
the relation between the patent system and the competitive and anti- 
monopoly principles that underlie our economic system. 

(18) Z'he Production of Technical Knowledge in Relation to the 
Patent System. By Seymour Melman.—Professor Melman of the Co- 
lumbia University School of Engineering examines the part played 
by the patent system in stimulating and encouraging, or failing to 
stimulate or encourage, invention and research in our modern indus- 
trial society. He examines its impact upon both the individual who 
does the work and the institution that supports it. He directs his 
analysis primarily to the two main sources of modern research (out- 
side the Federal Government); namely, large corporate research 
laboratories and educational institutions. 

(19) Compulsory Licensing Under Some Non-American Systems. 
By Fredrik Neumeyer.—Dr. Neumeyer is head of the patent depart- 
ment of the Swedish State Telephone and Telegraph Administration. 
His study is a thoroughgoing analysis and evaluation of both the law 
and administration of compulsory licensing systems in several coun- 
tries. It is based upon a study he conducted in the United States in 
1954 while on a Fulbright scholarship. 

(20) Programs in Progress and Planned in the Field of Improved 
Techniques for the Retrieval of Scientific Information. By the De- 
partment of Commerce (under the direction of John Green, Office 
of Technical Services) and the National Science Foundation (Dr. 
Dwight Gray).—A study of current programs within the Government 
designed to collect, collate, interpret, and disseminate technical and 
scientific information obtained from public and private sources, both 
domestic and foreign; includes facilities for caliiaiions translating, 
publishing, and distributing such literature, whether through patents 
or otherwise. 

(21) Modern Developments in Industry-Wide, Cooperative Re- 
search. By the Office of Technical Services of the Department of 
Commerce (John Green, Director).—Examination of the status, ex- 
tent, and methods of administering current programs for conducting 
joint research and invention on an industrywide basis, through trade 
associations and other means. This type of research, rather exten- 
sively used in foreign countries, appears to be increasing in extent 
and importance in this country. 

(22) Economie and Legal Aspects of Price Restrictions in Patent 
Licenses. By Jack Osswald.—A study of the economic considerations 
and business purposes behind manufactuving and resale price restric- 
tions in patent licenses, and the legal limitations on such restrictions. 
This study is being prepared as part of a postgraduate research pro- 
gram at the University of Wisconsin Law School. 

(23) Protection and Encouragement for Creative Thinkers. By 
E.G. Reed.—Mr. Reed is a director of Originality House, Akron, Ohio. 
In that capacity, and as a result of broad experience in industrial 
research, he has had occasion to deal extensively with independent 
inventors and study the factors that encourage and assist invention 
as well as those that hinder it. The present study is a discussion of 
these factors and includes an examination of the role the patent system 
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plays in this process, the extent to which it falls short of accomplishing 
its purposes, and suggestions for improving it. 

(24) Study of the German Patent System and Its Operation. By 
Stefan Riesenfeld—While in Germany during the past year, Professor 
Riesenfeld, of the University of California Law School undertook 
preliminary inquiries for the study in question. Further research is 
contemplated upon his return to Germany during the present year. 

(25) A “Petty Patent” System for the United States. By John 
Schulman.—Mr. Schulman is a practicing attorney in New York City 
and a leading authority on copyright law and related matters. As one 
of the United States advisers in the 1952 Intergovernmental Copyright 
Conference at Geneva, Switzerland, he was instrumental in drafting 
the Universal Copyright Convention and played an active role in secur- 
ing its adoption by the United States in 1954. His present study deals 
with a proposal for a short-period, limited-rights grant for minor 
inventive contributions, patterned on the German “Gebrauchsmuster.” 

(26) A Comparative Study of the Law and Policies Relating to 
Patents, Copyrights, and Trademarks. By John Schulman.—Mr. 
Schulman is also preparing a study which analyzes the respective pur- 
poses and objectives served by these three devices for the protection 
of intellectual property. It includes an examination of the similari- 
ties and differences between the laws in the light of their respective 
aims. 

(27) The Role of Patents in the Synthetic Rubber Industry. By 
Robert A. Solo.—Professor Solo, currently with the economic depart- 
ment of City College of New York, has long been a student of the 
synthetic rubber industry and has written extensively on the subject. 
His present study traces the patent aspects of this development, with 
attention to the part patents have played in influencing both the tech- 
nological developments in the industry and its business and economic 
structure. 

(28) Problems of the Independent Inventor. By Albert Thomas.— 
Mr. Thomas is a businessman, manufacturer, and prolific inventor. 
He examines here the significance of the patent system in aiding the 
small, independent businessman and inventor, the shortcomings of the 
system in this respect, and possible ways in which its usefulness might 
be increased. 

(29) The Role of the Expert in the Proof of Scientific Fact in 
Patent Litigation. By Leo H. Whinery.—Professor Whinery, of the 
University of North Dakota Law School, was the first “Armstrong 
fellow” to undertake a study of the problems in determining complex 
technical facts, pursuant to a grant made to Columbia University Law 
School by Maj. Edwin Armstrong shortly before his death. The 
present study is the outcome of that research and deals with both the 
advantages and dangers in the use of neutral experts in patent litiga- 
tion. The analysis is based upon a study of actual cases in which such 
experts have been used. 

(30) LHistorical Development of Injunctive Relief in Patent Cases. 
By Fred Wiviott——Mr. Wiviott, now employed in the Patent Office, 
began this study of the history, development, scope, and limitations 
of injunctive relief in patent litigation in the United States while a 
student at the University of Wisconsin Law School. 
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In addition to the foregoing studies, all of which have been defi- 
nitely assigned and are either now completed (sec. (@)) or currently 
in pr eparation (sec. (6) ),a number of other studies relating to various 
aspects of the patent system and related matters have been the subject 
of discussion with specific individuals, with a view to possible assign- 
ment. ‘These will be announced as more specific arrangements are 
made for rare er and publication. 


E. ESTABLISHING THE PATENT OFFICE AS A SEPARATE AND INDEPENDENT 
AGENCY 


The announcement that “Room 2898-C will not be available for 
the use of public stenographers after May 31, 1956,” °° due to the acute 
space shortage again raises the advisability of establishing the Patent 
Office as a separ ate and independent agency housed in its own building. 
Indeed, the announcement is only one manifestation of a broader 
problem—how and where is the Patent Office going to provide work- 
ing space for the expanded staff contemplated by the increased appro- 
priations? Moreover, where will space be found for the ever-increas- 
ing accumulation of prior art and informational material ? 

The seriousness of the problem is shown by the fact that the 
Department of Commerce felt it necessary to convert to other uses a 
relatively small amount of space (934 square feet) and thereby reverse 
the practice of providing space for patent stenographers, which prac- 
tice has been in existence since 1886.67 Many patent lawyers and 
others located all over the United States immediately and strongly 
protested the proposed action which would seriously impede and delay 
their obtaining information and material from the Patent Office files. 
Subcommittee Chairman O’Mahoney, Senator Wiley, a subcommittee 
member, and Congressman Moss, wrote the Secretary of Commerce 
and Commissioner of Patents urging that the announced order be 
withdrawn. Following these letters and a hearing by the House Com- 
mittee on Government Operations the order was withdrawn. The 
acute space shortage remains, however. 

As a major feature of its program, the subcommittee will explore 
the reasons for and against the establishment of the Patent Office as 
an independent agency and the desirability of locating of the Patent 
Office in its own building, or such other solution as may appear as a 
result of the hearings. 

F. LEGISLATION 


The study papers contain recommendation to the subcommittee of 
appropriate legislation which the experts writing the papers believe 
would be worthwhile improvements in the patent system. These re- 
commendations will be given close and thorough study and from this 
process will evolve proposed legislation. 





The remaining text of the announcement reads as follows: “This action has been 
made necessary by the progressive expansion of the Patent Office, U. S. Department of 
Commerce, and the acute shortage of space confronting bureaus and offices of the U. S. 
Department of Commerce in the Department of Commerce Building. We regret that we 
are compelled to take this action but it is unavoidable under present conditions.” 

* This testimony and the letters referred to in the texts are contained in transcripts of 
hearings held June 8, 1956, Subcommittee on Government Information, Committee on 
Government Operations, House of Representatives. 
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In addition, on the basis of the evidence thus far obtained in our 
hearings, the chairman is ready to submit drafts of the following bills 
for submission to the Congress: 

(1) A bill to establish a publication procedure as substitute pro- 
cedure for the current and widespread practice of defensive patenting. 
The bill appears to have three distinct advantages, as it would, (a) 
reduce the number of unused patents now being issued; (0) reduce the 
backlog at Patent Office; and (c) achieve a saving for taxpayer by 
reducing costs of processing many Government-owned applications. 

(2) Opposition proceedings—its purpose would be to make prior 
art available to Patent Office before patents are issued. This bill 
seems to have two distinct advantages over the present practice—i. e., 
(a) give the public better protection against the issuance of invalid 
patents than it now has, and (6) gain greater respect for patents by 
reducing the number of invalid patents now being issued. 

(3) A bill to amend the patent marking provision of the law. 

(4) A bill containing a statement of intent by Congress that pat- 
ents shall be issued only to inventors in accordance with the public 
interest and only after thorough search and consideration of the prior 
art, but after once issued the patent shall not be held invalid except 
upon the basis of clear and convincing evidence of improper issuance 
or on the ground of fraud. 

(5) A compulsory recording of license agreements bill similar to the 
one which passed the House of Representatives April 1, 1946. 

(6) A bill for the creation of so-called short-term or minor patents 
and patent additions which are found in the laws of foreign countries. 

(7) A bill simplifying review of Patent Office decisions by elimi- 
nating 1 of the 2 alternatives appeals now open to applicants. 

(8) A bill giving the Patent Office authority for specialized and ad- 
vanced training of Patent Office employees outside the Government. 


CoNcLUSION 


One of the principal sources of strength and progressiveness of the 
United States is the inventiveness and technical skill of its pues. 
Everyone would agree on the importance to the United States of main- 
taining and advancing its technological superiority. The patent stat- 
utes constitute the congressional expression of national policy that in- 
ventiveness shall be stimulated and encouraged. When these statutes 
are not working well in actual operations, the Congress has the respon- 
sibility of seeking out cures for any defects and attacking existing prob- 
lems constructively in order that the constitutional and statutory ob- 
jectives will not be frustrated. Thus, the operations of the patent stat- 
utes and the patent system established pursuant to these laws should be 
the subject of constant study and every effort exerted to make the sys- 
tem work well. And like other governmental problems in our democ- 
racy, its shortcomings should be a matter of public interest and discus- 
sion. By the utilization of the research study method and the collec- 
tion and dissemination of pertinent and reliable information, the sub- 
commitee is endeavoring to set the stage for an intelligent appraisal of 
the patent system, including both its faults and virtues. 

Much remains to be done in finding workable solutions to the many 
and varied problems before it truly can be said that the patent system 
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is working as well or efficiently as it should. Because of the complex 
nature of the patent system and the interrelationship of its many as- 

ects, there is no single, quick, or dramatic legislative proposal which 
like a “flash of genius” will resolve all of the problems. The legislative 
process in this field is particularly slow anc tediously hard work. The 
rewards are great, however, when worthwhile improvements are accom- 
plished. The subcommittee, recognizing the necessity for constructive 
and extraordinary action, will continue to pursue its task with vigor 
and determination. 


O 











Calendar No. 90 


85TH CONGRESS } SENATE Reporr 
1st Session No. 92 





AUTHORIZING THE UNITED STATES TO DEFRAY THE COST OF 
ASSISTING THE KLAMATH TRIBE OF INDIANS TO PREPARE FOR 
TERMINATION OF FEDERAL SUPERVISION, AND TO DEFER 
SUCH TERMINATION FOR A PERIOD OF 18 MONTHS 


Frsruary 19 (legislative day, Fepruary 18), 1957.—Ordered to be printed 


Mr. Nevsercer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §S. 469] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 469) to authorize the United States to defray the 
cost of assisting the Klamath Tribe of Indians to prepare for termina- 
tion of Federal supervision, and to defer such termination for a period 
of 18 months, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass, 

The amendment is as follows: 

Strike all after the enacting clause and insert the following lan- 
guage: 


That (a) the Act entitled “An Act to provide for the termination of Federal 
supervision over the property of the Klamath Tribe of Indians located in the 
State of Oregon and the individual members thereof, and for other purposes”’, 
approved August 13, 1954 (68 Stat. 718), is amended by adding at the end thereof 
the following new section: 

“Sec, 27. Notwithstanding any other provisions of this Act, no sales of tribal 
property shall be made pursuant to parazraph (3) of subsection (a) of section 5, 
or section 6 of this Act prior to the adjournment of the second session of the 
Eighty-fifth Congress.” 

(b) Subsection (b) of section 5 of such Act is amended to read as follows: 

“(b) Such amounts of Klamath tribal funds as may be required for the pur- 
poses of this section shall be available for expenditure by the Secretary. There 
is hereby authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, such sums as the Secretary deems necessary, but not to 
exceed $1,100,000, to reimburse the tribe for such expenditures of tribal funds.” 

(c) Subsection (b) of section 6 of such Act is amended by striking out ‘four 
years” and inserting in lieu thereof ‘‘seven years’’. 

(d) Subsection 5 (a), paragraph (2), of the Act is amended to read as follows: 

“‘(2) immediately after the appraisal of the tribal property and approval 
of the appraisal by the Secretary, give to each member whose name appears 
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on the final roll of the tribe an opportunity to elect to withdraw from the 
tribe and have his interest in tribal property converted into money and paid 
to him, or to remain in the tribe and participate in the tribal management 
plan to be prepared pursuant to paragraph (5) of this subsection; in the case 
of members who are minors, persons declared incompetent by judicial pro- 
ceedings, or deceased, the opportunity to make such election on their behalf 
shall be given to the person designated by the Secretary as the person best 
able to represent the interests of such member;’’. 

(e) Subsection 5 (a), paragraph (3), of the Act is amended by deleting the 
second proviso and by inserting in lieu thereof the following: ‘‘Provided further, 
That if such property is not purchased for public use any person whose name 
appears on the final roll of the tribe, or a guardian on behalf of any such person 
who is a minor or an incompetent, shall have the right to purchase, for his or its 
own account but not as an agent for others (which fact shall be subject to final 
and conclusive determination by the Secretary), any of such property in lots as 
offered for sale for not less than the highest offer received by competitive bid; 
any individual Indian purchaser may apply toward the purchase price all or any 
part of the sum due him from the conversion of his interest in tribal property; 
and if more than one right is exercised to purchase the same property pursuant 
to this proviso the property shall be sold to one of such persons on the basis of 
competitive bids:”’. 

(f) Subsection 2 (e) of the Act is amended to read as follows: “ ‘Adult’ means 
&@ person who is an adult according to the law of the place of his residence.” 

(g) Subsection 8 (ce) of the Act is amended by inserting after ‘‘on land owned 
by” the words “one or by”’. 

(h) Subsection 8 (b) of the Act is amended by deleting the language that pre- 
cedes the proviso and by inserting in lieu thereof “All restrictions on the sale or 
encumbrance of trust or restricted interests in land, wherever located, owned by 
members of the tribe (including allottees, purchasers, heirs, and devisees, either 
adult or minor), and on trust or restricted interests in land within the Klamath 
Indian Reservation, regardless of ownership, are hereby removed four years after 
the date of this Act, and the patents or deeds under which titles are then held 
shall pass the titles in fee simple, subject to any valid encumbrances:” 

Sec. 2. Nothing in the Act of August 13, 1954 (68 Stat. 718), shall affect the 
authority to make timber sales otherwise authorized by law prior to the termina- 
tion of Federal control over such timber, 


Amend the title so as to read: 


A bill to authorize the United States to defray the cost of assisting the Klamath 
Tribe of Indians to prepare for termination of Federal supervision. to defer sales 
of tribal property, and for other purposes. 


BACKGROUND OF THE LEGISLATION 


Public Law 587, 83d Congress, approved August 13, 1954 (68 Stat. 
718), provided for the termination of Federal supervision over the 
property of the Klamath Tribe of Indians located in the State of 
Oregon and the individual members thereof. Section 5 of the law 
authorized the Secretary of the Interior to select and contract with 
qualified management specialists to perform the following duties: 

1. Cause an appraisal to be made of all tribal property show- 
ing its fair market value by practical logging or other appropriate 
economic units. 

2. Give each adult member of the tribe an opportunity to 
withdraw from the tribe and have his interest in tribal property 
converted into money and paid to him, or to remain in the tribe 
and participate in a management plan. 

3. Determine and select the portion of the tribal property 
which, if sold at the appraised value, would provide sufficient 
funds to pay the members who elect to have their interests 
converted into money, arrange for the sale of such property, and 
— the proceeds of sale among the members entitled 
thereto, 
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4. Cause a plan to be prepared in form and content satisfactory 
to the tribe and to the Secretary for the management of tribal 
property retained by those persons who remain in the tribe. 
This management plan would be carried on under a trustee, or 
by the tribe operating as a corporation or other legal entity. 

The foregoing actions must be completed by March 31, 1958. 

The forests of the Klamath Reservation contain approximately 
3,800 million board-feet of tribally owned ponderosa and sugar pine 
timber growing on 590,000 acres classed as commercial timberland. 
This tribal forest, which has been operated under sustained-yield 
management for many years, represents approximately 90 percent 
of the assets of the Klamath Indians. 

The Committee on Interior and Insular Affairs and its Subcom- 
mittee on Indian Affairs held hearings on May 21 and October 18, 
1956, both in Washington, D. C., and Klamath Falls, Oreg., on the 
subject of the Klamath Termination Act. Testimony received from 
members of the Klamath Tribe, the management specialists, repre- 
sentatives of the Department of the Interior, and interested citizens 
reflected great concern about the workability of the termination pro- 
gram. Of particular interest to the committee were the results of 
the studies conducted by and under the direction of the management 
specialists which indicate that 70 percent of the Klamath Indians will 
elect to withdraw from tribal membership. In order to satisfy the 
claims of the withdrawees, it is estimated that the provisions of sec- 
tion 5 of Public Law 587 may require the sale of almost 2.7 billion 
board-feet of sawtimber during a period of less than 1 year. These 
sales would undoubtedly glut the timber market in the Klamath 
Basin, bring greatly reduced stumpage prices to the Indians, and 
virtually destroy a sustained-yield forest capable of furnishing millions 
of board-feet of timber annyally. 

It was obvious to the committee that an amendment to extend the 
final termination date was necessary and, in addition, that other cor- 
rective measures were desirable in order to carry out the termination 
in a manner that will safeguard the interests of the Indians and the 
community in which they live. 


PURPOSE OF THE BILL 


The primary purpose of S. 469, as amended, is to delay the sales of 
tribal property belonging to the Klamath Indians until the end of the 
2d session of the 85th Congress. Such a delay period will afford 
Congress an opportunity to consider alternative means of protecting 
the economy and preserving good conservation practices in the 
Klamath Basin. If no action is taken by the Congress during the 
interim provided in this bill, the management specialists will begin 
selling the tribal property in accordance with section 5 (a) (3) of 
Public Law 587. This proposed legislation would also extend the 
final termination date from August 13, 1958, to August 13, 1961, in 
order that the sales of tribal property may be arranged at times and in 
quantities that will not unreasonably depress the market. 

Subsection (b) of section 5 of Public Law 587 provided that the 
Klamath Tribe would pay all of the expenses incurred in carrying 
out the termination program. S. 469 would amend the law to provide 
for Federal payment of the costs of termination up to a maximum of 
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$1,100,000. Congress authorized similar action in connection with the 
Menominee termination program in Wisconsin, and there is no reason 
for treating the Klamath Indians differently. 

The committee has incorporated in S. 469 several technical amend- 
ments to the present law. These amendments, which are described 
in ens in the attached executive communication dated January 7, 
1957, from the Department of the Interior, were recommended by 
the Depastire nt and the Klamath Tribe. Briefly, the amendments 
relate to (1) the authority to withdraw minors and incompetent 
persons from the tribe, (2) specification that an opportunity to elect 
to withdraw shall be afforded only after the appraisal of tribal assets 
is approved by the Secretary, (3) Indian preference rights to purchase 
tribal property, (4) definition of an adult, (5) free sec cretarial service, 
on request, in selling allotted land owned by one person, (6) restric- 
tions on interests in allotted lands on the Klamath Reservation that 
are owned by non-Klamaths, and (7) restrictions on purchased, as 
distinguished from allotted, land. 

Section 2 of S. 469 provides that tribal timber sales may continue 
to be made as authorized by existing law until Federal control over 
the timber has been terminated. The authority to make such timber 
sales has been questioned. In view of the proposed extension of the 
terminal program until 1961, timber sales during the intervening period 
are important to the members of the tribe because the customary per 
capita payments are made from timber sales income. 

The executive communication of the Department of the Interior, 
dated January 7, 1957, and the departmental report on S. 469, dated 
February 8, 1957, follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 7, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 
Washington 25, D. C. 

My Dear Mr. Presipent: Enclosed herewith is a draft of a pro- 
posed bill to amend the act terminating Federal supervision over the 
Klamath Indian Tribe. 

We recommend that the proposed bill be referred to the appropri- 
ate committee for consideration, and we recommend that it be en- 
acted. 

The purpose of the bill is to do four things: (1) Delay any sales 
of tribal timberlands until Congress has had a further opportunity 
to determine whether all or any part of the lands should be acquired 
by the Federal or State Government for public conservation pur- 
poses, or whether other alternative steps may be needed to protect 
the economy and to preserve good conservation practices in the 
region; (2) prevent forced sales of Klamath tribal timberlands in 
quantities and at times that will unreasonably depress the market; 
(3) provide for Federal payment of the costs of the termination pro- 
gram; and (4) make several technical amendments to the law, the 
need for which has been disclosed by our experience during the past 
2\ years. 

In order to accomplish the first purpose, the bill provides that no 
sales of tribal property shall be made before the end of the 1st session 
of the 85th Congress, and if during that time Congress authorizes 
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public acquisition of the timberlands by a State or Federal agency 
the sale to the public agency must be on the terms specified by Con- 
gress rather than under the procedure specified in the existing law. 

The problem is how to mitigate the effect on the economy of the 
area of a partial or complete liquidation of the Klamath Forest. 
When the bill that became the Klamath Termination Act was pre- 
sented to Congress by executive communication on January 4, 1954, 
we pointed out that there is a conflict between the interest of the 
Indians in obtaining the maximum value from the forest as a private 
capital asset, and the interest of the United States in maintaining 
the forest under sustained-yield management for the benefit of all 
of the people in the region. That is, the Indians might get a better 
return on their investment if the forest were liquidated and the 
proceeds invested in some other form, but the liquidation of the forest 
would injure the general public in the area. Inasmuch as the United 
States may not require private property to be devoted to a public 
purpose without adequate compensation, we pointed out that the 
right of the Indians to liquidate a part of the forest is a private 
property right that should not be denied them after the Federal trust 
over their property is terminated. When the bill was under con- 
sideration by Congress, it was well understood that the only practical 
way to insure continued management of the forest on sustained-yield 
principles, in the interst of the general public as distinguished from 
the interest of the Indians as private citizens, was some form of public 
acquisition if the Indians concluded that it was to their best interest 
to liquidate all or a part of the forest. 

Subsequent studies by the management specialists who were 
retained in accordance with the provisions of the act indicate clearly 
why some of the Indians believe that it would be in their best interest, 
economically, to liquidate their shares of the tribal estate by with- 
drawing from the tribe and by investing the proceeds in some other 
form. Although the appraisal of the tribal forest has not yet been 
completed, the management specialists have estimated that on the 
basis of the probable retail appraised value the Indians can expect to 
get less than 2-percent return on their capital if the forest remains in 
sustained-yield management. They could get a considerably higher 
return if their capital were invested conservatively in Government or 
corporate bonds, or in the so-called blue-chip common stocks. 

The conservation problem was raised when Congress considered the 
original bill in 1954, and it has been under constant consideration 
since then. Whether the forest should be maintained intact as a 
conservation measure for the public good is primarily a matter for 
Congress to determine. If the answer is in the affirmative, it is clear 
that the Indians as private property owners should not be forced 
by law to maintain the forest for the public good. Inasmuch as it is 
the public interest that is involved, some form of public ownership 
seems to be the only reasonable approach. We therefore recommend 
that the sale of any part of the forest should be stopped for a reasonable 
time in order that Congress may consider further whether public 
acquisition by the Federal or State Government will be authorized. 
We believe that a delay until the end of the 1st session of the 85th 
Congress is a reasonable time, in view of the 2% years that have already 
elapsed. Some definite time limitation for the delay period is neces- 
sary in order to prevent the Indians as private property owners from 











6 ASSIST KLAMATH INDIANS TERMINATE FEDERAL SUPERVISION 


being deprived of ordinary control and use of their property solely 
because of the public conservation interest. 

In order to accomplish the second purpose, the bill prevides that 
if public acquisition of the forest is not authorized and sales of tribal 
property are necessary in order to pay the members who withdraw 
from the tribe, the sales shall be arranged at times and in quantities 
that will not unreasonably depress the market. The bill also extends 
the time for completing such sales from 4 to 7 years after the date of 
the original act, which was August 13, 1954, and provides that if it 
develops that sales within such time limitation will bring inadequate 
prices in the light of appraisals, a report of the facts shall be submitted 
to Congress for such corrective action as Congress thinks advisable. 
Assuming that no sales are commenced before the summer of 1957, 
which would be the effect of the first amendment discussed above, 
this means that any sales of tribal property that are necessary will be 
made during the 4-year period between the summer of 1957 and 
August 13, 1961. 

In order to accomplish the third purpose, the bill provides for reim- 
bursing the tribe, up to a maximum of $1,100,000, for expenses that 
are incurred in carrying out the termination program and that are 
approved by the Secretary. Congress authorized similar action in 
connection with the Menominee termination program in Wisconsin, 
and there is no reason for treating the Klamath Indians differently. 

In order to accomplish the fourth purpose, the bill makes a number 
of changes in the existing law. Although the changes are primarily 
technical in nature, they are of considerable practical importance. 

The first relates to the procedure for permitting individual Indians 
to withdraw from the tribe. The present law permits the withdrawal 
of minors or incompetents only when they are a part of the family 
of an adult member of the tribe who elects to withdraw. This means 
that no opportunity is provided for withdrawing a minor when his 
parents are divorced and he is in the custody of a non-Klamath parent, 
or when the minor is in the legal custody of a Klamath parent but 
live with his non-Klamath parent, or when the minor is an orphan 
and lives with a non-Klamath foster parent or in a State institution, 
or when the minor has been abandoned by his Klamath parents and 
lives with a relative or friend who has no legal responsibility for his 
custody. There are many other variations of the problem. There 
is also no provision for withdrawing from the tribe the estate of a 
deceased member. We believe that some provisions should be made 
for considering the interests of such persons and for withdrawing 
them from the tribe if they would be benefited. As it is difficult to 
spell out in detail the many varying circumstances when the choice 
should be placed in one or the other of the natural parents, in an 
adopted parent, in a foster parent, in a guardian, in a relative, in a 
State welfare official, or in some other person, the bill permits the 
Secretary to designate the person who is best able to represent the 
interests of the member involved and gives the person designated the 
right to withdraw such member from the tribe if withdrawal would 
be for his benefit. 

The designation of a person to determine the withdrawal of a minor 
or incompetent will not give that person control over the property of 
the minor or incompetent. Section 15 of the present law requires the 
Secretary to protect the rights of such persons before removing re- 
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strictions on the property by arranging for the judicial appointment 
of a guardian or by some other appropriate means which might include, 
for example, the establishment of a private trust. A private trust 
could be used if the fees and costs of guardianship proceedings are 
excessive. 

The second technical change relates to the time for permitting the 
individual Indian to exercise an election to withdraw from the tribe. 
The present act requires that the opportunity to elect be given to each 
adult member of the tribe immediately after the appraisal of the 
property has been completed. We believe that the appraisal will not 
be completed until the report. of the contract appraisers has been 
adopted by the management specialists, and until it has been sub- 
mitted to and approved by the Secretary in accordance with the con- 
tract between the management specialists and the Secretary. Such 
approval was required by the Secretary pursuant to his rulemaking 
power under the act. The validity of this interpretation has been 
questioned, however, and in order to remove any doubt about the 
matter the bill specifically provides that the opportunity to elect to 
withdraw shall be given to the Indians after the appraisal is approved 
by the Secretary. 

The contention has been advanced that the election to withdraw 
will create a vested right to have a proportionate share of the tribal 
property sold on the open market, that the vesting of such right might 
prevent the enactment of further legislation to preserve the forest, 
and that the election to withdraw should therefore be postponed until 
after Congress has decided the fate of the forest. We strongly oppose 
any such postponement. The right to elect to withdraw is as much a 
vested right at the present time as would be the right to withdraw 
after the election is made. Moreover, Congress needs to know how 
many of the tribal members went to withdraw before it can determine 
how much, if any, of the forest should be acquired for public conserva- 
tion purposes; and the amendment recommended to carry out the 
first purpose of the bill, discussed above, will clearly permit such 
acquisition by a public agency according to a procedure or price fixed 
by Congress rather than under the procedure specified in existing law, 
if Congress wishes to legislate to that effect. There is therefore no need 
to postpone the determination of the number of Indians who want to 
withdraw in order to permit Congress to protect the forest, and there 
are cogent reasons for not delaying. 

The only other reason heretofore offered for delay is to allow the 
tribe to control the rate of withdrawals and to require the withdrawing 
members to take less than their proportionate shares of the tribal 
assets. The right to withdraw and be paid a proportionate share of 
the tribal assets is an essential part of the present law, and it should 
not be changed. 

The third change relates to the Indian preference to purchase any 
tribal land that is offered for sale. The change gives the preference 
right to the tribe and to the members who stay in the tribe, as well as 
to the members who withdrew from the tribe. The preference is 
presently restricted to the latter group. The change also makes it 
clear that the preference may be exercised by an Indian only for his 
own account and not as an agent for others, and that the preference 
must be exercised only for entire parcels as they are offered for sale. 

The fourth technical change changes the definition of ‘‘adult” to 
conform to the law of the place where the person resides. 
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The fifth technical change permits the Secretary to perform, on 
request prior to termination, for the owner of the entire interest in a 
tract of allotted land the same services with respect to sale that he is 
authorized to perform for the owners of fractionated interests in an 
allotment. 

The sixth technical change relates to the termination of the trust 
or restricted status of interests in allotted land on the Klamath 
Reservation that are owned by non-Klamath Indians. Those are 
interests acquired by inheritance. After the termination program for 
the Klamath Indians has been completed, there will be no practical 
administrative procedure for administering undivided interests in 
Klamath allotments that may have been inherited by non-Klamath 
Indians. 

The seventh technical change makes it clear that the provisions for 
terminating restrictions on individually owned Indian land apply both 
to allotted and to purchased land. 

An eighth technical amendment makes it clear that tribal timber 
sales may continue to be made as authorized by existing law until 
Federal control over the timber has been terminated. We believe 
that such authority now exists, but the authority has been questioned 
by some members of the tribe, and the question can most easily be 
resolved by the inclusion in the bill of a clear statement to that effect. 
In view of the proposed extension of the terminal program until 
1961, timber sales during the intervening period are important to the 
members of the tribe because the customary per capita payments are 
made from timber sales income. 

The management specialists who were retained in accordance with 
the provisions of the 1954 act have advised us that they concur in 
the recommendation that the proposed legislation be enacted. 

The Bureau of the Budget has advised us that there is no o&jection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior. 


A BILL To amend the Act terminating Federal supervision over the Klamath 
Indian Tribe 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act of August 13, 
1954 (68 Stat. 718) is amended as follows: 

(a) Subsection 5 (a), paragraph (3), of the Act is amended by 
inserting after the first proviso the following new provisos: 

‘Provided further, That sales of such property shall be arranged 
at times and in quantities that will not unreasonably depress 
the market: Provided further, That no sales of such propert 
shall be made before the end of the first session of the Righty fifth 
Congress:’’. 

(b) Subsection 6 (b) of the Act is amended by deleting “four years’’, 
by inserting in lieu thereof ‘‘seven years’, and by adding at the end 
of the subsection the following new sentence: 

“Tf such actions cannot be completed within the time prescribed 
without creating inequities, a report of the relevant facts shall 
be submitted to the Congress before the expiration of such time.” 

(c) Subsection 5 (b) of the Act is amended by changing the colon 
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to a comma, by deleting the entire proviso, and by inserting in lieu 
thereof ‘and there is hereby authorized to be appropriated, out of 
any money in the Treasury not otherwise appropriated, such sums as 
the Secretary deems necessary, but not to exceed $1,100,000, to reim- 
burse the tribe for such expenditures of tribal funds.”’ 

(d) Subsection 5 (a), paragraph (2), of the Act is amended to read 
as follows: 

‘“(2) Immediately after the appraisal of the tribal propert 
and approval of the appraisal by the Secretary, give to eac 
member whose name appears on the final roll of the tribe an 
opportunity to elect to withdraw from the tribe and have his 
interest in tribal property converted into money and paid to him, 
or to remain in the tribe and participate in the tribal management 
plan to be prepared pursuant to paragraph (5) of this subsection; 
in the case of members who are minors, persons declared incompe- 
tent by judicial proceedings, or deceased, the opportunity to 
make such election on their behalf shall be given to the person 
designated by the Secretary as the person best able to represent 
the interests of such member;”’’. 

(c) Subsection 5 (a), paragraph (3), of the Act is amended by delet- 
ing the second proviso and by inserting in lieu thereof the following: 

“Provided further, That if such property is not purchased for 
public use any person whose name appears on the final roll of the 
tribe, or a guardian on behalf of any such person who is a minor 
or an incompetent, or the tribe, shall have the right to purchase, 
for his or its own account but not as an agent for others (which 
fact shall be subject to final and conclusive determination by the 
Secretary), any of such property in lots as offered for sale for not 
less than the highest offer received by competitive bid; any 
individual Indian purchaser may apply toward the purchase 
price all or any part of the sum due him from the conversion of his 
interest in tribal property; and if more than one right is exercised 
to purchase the same property pursuant to this proviso the prop- 
erty shall be sold to one of such persons on the basis of com- 
petitive bids:’’. 

(f) Subsection 2 (e) of the Act is amended to read as follows: 
“*Adult’ means a person who is an adult according to the law of the 
place of his residence.”’ 

(g) Subsection 8 (c) of the Act is amended by inserting after ‘‘on 
land owned by” the words “‘one or by”’. 

(h) Subsection 8 (b) of the Act is amended by deleting the language 
precedes the proviso and by inserting in lieu thereof ‘All restrictions 
on the sale or encumbrance of trust or restricted interests in land, 
wherever located, owned by members of the Tribe (including allottees, 
purchasers, heirs, and devisees, either adult or minor), and on trust 
or restricted interests in land within the Klamath Indian Reservation, 
regardless of ownership, are hereby removed four years after the date 
of this Act, and the patents or deeds under which titles are then held 
shall pass the titles in fee simple, subject to any valid encumbrances:” 

Suc. 2. Nothing in the Act of August 13, 1954 (68 Stat. 718), shall 
affect the authority to make timber sales otherwise authorized by law 
prior to the termination of federal control over such timber, 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 8, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


My Dear Senator Murray: Your Committee has requested a 
report on S. 469, a bill to authorize the United States to defray the 
cost of assisting the Klamath Tribe of Indians to prepare for termi- 
nation of Federal supervision, and to defer such termination for a 
period of 18 months. 

We recommend that the bill be not enacted unless it is amended as 
suggested below. The amendments would make it conform in sub- 
stance to the proposed bill transmitted to the President of the Senate 
by this Department on January 7, 1957. That transmittal letter 
should be regarded as a part of this report. 

1. We agree that timber sales under the existing Klamath Termi- 
nation Act should be deferred for a reasonable time until Congress has 
had a further opportunity to determine what steps, if any, should be 
taken to protect the economy and to preserve good conservation 
practices in the region. We so recommended in our January 7 letter, 
and we shall therefore not repeat the reasons here. 

With respect to the period of delay, we believe that the delay 
period should be fixed in terms of the adjournment date of a session of 
Congress. The only purpose of the delay period is to give Congress 
an opportunity to legislate further if it wishes to do so, and a delay 
that exiends beyond the adjournment of Congress would serve no use- 
ful purpose. For example, if the bill should be enacted during the 
4th, 5th, or 6th month of this year, an 18-month delay period would 
extend until the 10th, 11th, or 12th month of next year. As Con- 
gress normally adjourns during July or August, a delay beyond that 
time would be of no benefit. 

We recommend that the adjournment date of the first session of 
this Congress be selected, rather than the adjournment date of the 
second session. The question of further conservation legislation has 
been raised at the very beginning of this session, and we hope that one 
full session will be adequate time in which to resolve the question. 
In fairness to members of the tribe who have been trying for many 
years to obtain their share of tribal assets, the delay should not be 
longer than necessary. 

We realize that this question of time involves a matter of judgment 
and that the pertinent considerations which have a bearing will need 
to be considered carefully. 

2. While we believe that sales of Klamath forest lands should be 
deferred for a reasonable time, we strongly recommend that there be 
no delay in the procedure for determining the members who want to 
withdraw from the tribe, and for making tentative sales plans for use 
if Congress fails to legislate further. If the opportunity to elect to 
withdraw is delayed, Congress will actually be hindered in its consider- 
ation of the conservation problem. If the number of withdrawing 
Indians is small, the conservation problem will be greatly different 
from the problem that will be presented if the number of withdrawing 
Indians is large. This information cannot be ascertained if all pro- 
cedures under section 5 are stopped. 
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Furthermore, as there can be no assurance that Congress will want 
to legislate further with respect to the forest, a delay in determining 
the number of Indians who want to withdraw, a delay in preparing 
tentative sale plans, and a delay in preparing alternative management 
plans for the residual tribal estate, would bring the program to a 
standstill until the end of the delay period, for no useful purpose. 

I should like to emphasize that the election of some members to 
withdraw from the tribe will in no way restrict Congress’ power to 
legislate for the conservation of the forest. The election to withdraw 
will entitle the individual Indian to have his proportionate share of 
tribal assets sold and converted into money, but the method, the 
terms, and the conditions of sale will be subject to further legislation 
by Congress. 

The only reason for delaying the election, which we have heard, is 
the desire to reopen the right of a withdrawing member to receive a 
proportionate share of the tribal assets, and allow the tribe to control 
the rate of withdrawals and to require withdrawing members to take 
less than their proportionate shares. ‘This issue is irrelevant to the 
conservation problem to which the bill is addressed. The present 
law gives all members of the tribe equal interests in the tribal assets 
and we believe that there is no reason for reconsidering that phase of 
the present law. 

The foregoing recommendations can be adopted by amending the 
bill as follows: Delete “no further action shall be taken pursuant to 
paragraphs (2) and (3) of subsection (a) of section 5, or section 6 of 
this Act prior to eighteen months following the date of the enactment 
of this section.” And insert in lieu thereof: ‘no sales of tribal 
property shall be made pursuant to paragraph (3) of subsection (a) of 
section 5, or section 6 of this Act prior to the adjournment of the 1st 
session of the 85th Congress.” 

3. With respect to the cost of the termination program, we suggest 
that the maximum Federal reimbursement be increased from $800,000 
to $1,100,000 in view of the extension of time for selling or arranging 
for the management of tribal property. This can be done by amend- 
ing the dollar figure in subsection (b) of the bill. 

4. With respect to the extension of time for handling tribal property, 
we recommended in our January 7 letter that a total period of 7 years 
after the date of the 1954 act be used. That would allow 4 years for 
making sales after the end of the first session of Congress. The bill 
under consideration provides for a 6-year period after the date of the 
1954 act, which would allow only 2 years for making sales after the 
end of the second session of Congress. We believe that the longer 
period is desirable, and as a further safeguard we recommend the 
following additional amendment: Before the period at the end of sub- 
section (c) of the bill insert the following: ‘and by adding at the end 
of the subsection the following new sentence: ‘If such actions cannot 
be completed within the time prescribed without creating inequities, 
a report of the relevant facts shall be submitted to the Congress before 
the expiration of such time.’ ” 

5. The last subsection of the bill (subsection (d)) also extends from 
4 to 6 years the time for removing restrictions on allotted land, as 
distinguished from tribal land. The conservation problem revolving 
around the tribal forest does not involve the allotted lands, and we 
believe that there is no reason for deferring the date for terminating 
Federal supervision over the allotted lands, 
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We therefore recommend that subsection (d) be deleted from the bill. 

6. The bill does not include several amendments to the present law 
which we believe are highly desirable. They are described in our 
January 7 letter, and relate to (1) the authority to withdraw minors 
and incompetent persons from the tribe, (2) specification that an 
opportunity to elect to withdraw shall be afforded only after the 
appraisal is approved by the Secretary, (3) Indian preference rights 
to purchase tribal property, (4) definition of an adult, (5) free secre- 
tarial service, on request, in selling allotted land owned by one person, 
(6) restrictions on interests in allotted lands on the Klamath Reserva- 
tion that are owned by non-Klamaths, and (7) restrictions on pur- 
chased, as distinguished from allotted, land. 

We recommend that these technical amendments be included in the 
bill. We believe that they are noncontroversial. The language for 
that purpose is contained in subsections 1 (d), (e), (f), (g), and (h) 
of the proposed bill that was transmitted with our January 7 letter. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Hatrietp CuIson, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 469), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Auaust 13, 1954 (68 Srar. 718) 


That the purpose of this Act is to provide for the termination of 
Federal supervision over the trust and restricted property of the Kla- 
math Tribe of Indians consisting of the Klamath and Modoc Tribes 
and the Yahooskin Band of Snake Indians, and of the individual 
members thereof, for the disposition of federally owned property 
acquired or withdrawn for the administration of the affairs of said 
Indians, and for a termination of Federal services furnished such 
Indians because of their status as Indians. 

Src. 2. For the purposes of this Act: 

(a) “Tribe” means the Klamath Tribe of Indians consisting of the 
Klamath and Modoc Tribes and Yahooskin Band of Snake Indians. 

(b) “Secretary” means the Secretary of the Interior. 

(c) “Lands” means real property, interests therein, or improve- 
ments thereon, and include water rights. 

(d) ‘Tribal property” means any real or personal property, includ- 
ing water rights, or any interest in real or personal property, that 
belongs to the tribe and either is held by the United States in trust 
for the tribe or is subject to a restriction against alienation imposed 
by the United States. 

(e) [‘‘Adult”’ means a member of the tribe who has attained the 
age of twenty-one years.] “Adult” means a person who is an adult 
according to the law of the place of his residence. 
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Sec. 3. At midnight of the date of enactment of this Act the roll of 
the tribe shall be closed and no child born thereafter shall be eligible 
for enrollment: Provided, That the tribe shall have a period of six 
months from the date of this Act in which to prepare and submit to 
the Secretary a proposed roll of the members of the tribe living on the 
date of this Act, which shall be published in the Federal Register. If 
the tribe fails to submit such roll within the time specified in this sec- 
tion, the Secretary shall prepare a proposed roll for the tribe, which 
shall be published in the Federal Register. Any person claiming 
membership rights in the tribe or an interest in its assets, or a repre- 
sentative of the Secretary on behalf of any such person, may, within 
ninety days from the date of publication of the proposed roll, file an 
appeal with the Secretary contesting the inclusion or omission of the 
name of any person on or from such roll. The Secretary shall review 
such appeals and his decisions thereon shall be final and conclusive. 
After disposition of all such appeals, the roll of the tribe shall be pub- 
lished in the Federal Register, and such roll shall be final for the pur- 
poses of this Act. 

Sec. 4. Upon publication in the Federal Register of the final roll as 
provided in section 3 of this Act, the rights or beneficial interests in 
tribal property of each person whose name appears on the roll shall 
constitute personal property which may be inherited or bequeathed, 
but shall not otherwise be subject to alienation or encumbrance before 
the transfer of title to such tribal property as provided in section 6 of 
this Act without the approval of the Secretary. Any contract made in 
violation of this section shall be null and void. 

Src. 5. (a) The Secretary is authorized and directed to select and 
retain by contract, at the earliest practicable time after the enactment 
of this Act and after consultation with the tribe at a general meeting 
called for that purpose, the services of qualified management specialists 
who shall— 

(1) cause an appraisal to be made, within not more than twelve 
months after their employment, or as soon thereafter as prac- 
ticable, of all tribal property showing its fair market value by 
practicable logging or other appropriate economic units; 

[(2) give each adult member of the tribe, immediately after 
the appraisal of the tribal property, an opportunity to elect for 
himself, and, in the case of a head of a family, for the members 
of the family who are minors, to withdraw from the tribe and 
have his interest in tribal property converted into money and 
paid to him, or to remain in the tribe and participate in the 
tribal management plan to be prepared pursuant to paragraph 
(5) of this subsection :] 

(2) immediately after the appraisal of the tribal property and 
approval of the appraisal by the Secretary, give to each member 
whose name appears on the final roll of the tribe an opportunity to 
elect to withdraw from the tribe and have his interest in tribal property 
converted into money and paid to him, or to remain in the tribe and 
participate in the tribal management plan to be prepared pursuant 
to paragraph (5) of this subsection; in the case of members who are 
minors, persons declared incompetent by judicial proceedings, or 
decea sed, the opportunity to make such election on their behalf shall be 
given to the person designated by the Secretary as the person best 
best able to represent the interests of such member; 
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(3) determine and select the portion of the tribal property 
which if sold at the appraised value wouid provide sufficient 
funds to pay the members who elect to have their interests con- 
verted into money, arranged for the sale of such property, and 
distribute the proceeds of sale among the members entitled there- 
to: Provided, That whenever funds have accumulated in the amount 
of $200,000 or more, such funds shall be distributed pro rata to 
the members who elected to take distribution of their individual 
shares, and there after similar pro rata distribution shall be made 
whenever funds have accumulated in the amount of $200,000 or 
more until all of the property set aside for sale shall have been 
sold and the proceeds distributed: [Provided further, That any 
such member shall have the right to purchase any part of such 
property for not less than the highest offer received by competitive 
bid, and to apply toward the purchase price all or any part of the 
sum due him from the conversion of his interest in tribal prop- 
erty:] Provided further, That if such property is not purchased for 
public use any person whose name appears on the final roll of the 
tribe, or a guardian on behalf of any such person who is a minor or 
an incompetent, shall have the right to purchase, for his or its own 
account but not as an agent for others (which fact shall be subject to 
final and conclusive determination by the Secretary), any of such 
property in lots as offered for sale for not less than the highest offer 
received by competitive bid; any individual Indian purchaser may 
apply toward the purchase price all or any part of the sum due him 
from the conversion of his interest in tribal property: and tf more 
than one right is erercised to purchase the same property pursuant 
to this proviso the property shall be sold to one of such persons on the 
basis of competitive bids: Provided further, That when determining 
and selecting the portion of the tribal property to be sold, due 
consideration shall be given to the use of such property for 
grazing purposes by the members of both groups of the tribe; 

(4) cause such studies and reports to be made as may be 
deemed necessary or desirable by the tribe or by the Secretary 
in connection with the termination of Federal supervision as 
provided for in this Act; and 

(5) cause a plan to be prepared in form and content satisfac- 
tory to the tribe and to the Secretary for the management of 
tribal property through a trustee, corporation, or other legal 
entity. 

[(b) Such amounts of Klamath tribal funds as may be required for 
the purposes of this section shall be available for expenditure by the 
Secretary: Provided, That the expenses incident to the sale of prop- 
erty and the distribution of proceeds of sale pursuant to paragraph 
(3) of this subsection shall be charged exclusively to the interests of 
the members who withdraw from the tribe, and the expenses incurred 
under paragraphs (4) and (5) of this subsection shall be charged 
exclusively to the interests of the members who remain in the tribe, 
and all other expenses under this section shall be charged to the 
interests of both groups of members. ] 

(b) Such amounts of Klamath tribal funds as may be required for 
the purposes of this section shall be available for expenditure by the 
Secretary. There is hereby authorized to be appropriated, out of any 
money wn the Treasury not otherwise appropriated, such sums as the 
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Secretary deems necessary, but not to exceed $1,100,000, to reimburse 
the tribe for such expenditures of tribal funds. 

Sec. 6. (a) The Secretary is authorized and directed to execute any 
conveyancing instrument that is necessary or apprporiate to convey 
title to tribal property to be sold in accordance with the provisions of 
paragraph (3) of subsection (a) of section 5 of this Act, and to transfer 
title to all other tribal property to a trustee, corporation, or other 
legal entity in accordance with the plan prepared pursuant to para- 
graph (5) of subsection (a) of section 5 of this Act. 

(b) It is the intention of the Congress that all of the actions 
required by sections 5 and 6 of this Act shall be completed at the 
earliest practicable time and in no event later than [four years] seven 
years from the date of this Act. 

(c) Members of the tribe who receive the money value of their 
interests in tribal property shall thereupon cease to be members of the 
tribe: Provided, That nothing shall prevent them from sharing in 
the proceeds of tribal claims against the United States. 

Sec. 7. The Secretary is authorized and directed, as soon as practi- 
cable after the passage of this Act, to pay from such funds as are 
deposited to the credit of the tribe in the Treasury of the United States, 
$250 to each member of the tribe on the rolls of the tribe on the date of 
this Act. Any other person whose application for enrollment on the 
rolls of the tribe is subsequently approved, pursuant to the terms of 
section 3 hereof, shall, after enrollment, be paid a like sum of $250: 
Provided, That such payments shall be made first from the capital 
reserve fund created by the Act of August 28, 1938 (25 U.S. C., Sec. 
530). 

Src. 8. (a) The Secretary is authorized and directed to transfer 
within four years from the date of this Act to each member of the tribe 
unrestricted control of funds or other personal property held in trust 
for such member by the United States. 

(b) [All restrictions on the sale or encumbrance of trust or restricted 
land owned by members of the tribe (including allottees, heirs, and 
devisees, either adult or minor) are hereby removed four years after the 
date of this Act, and the patents or deeds under which titles are then 
held shall pass the titles in fee simple, subject to any valid encum- 
brances:] All restrictions on the sale or encumbrance of trust or restricted 
interests in land, wherever located, owned by members of the tribe (includ- 
ing allottees, purchasers, heirs, and devisees, either adult or minor), and 
on trust or restricted interests in land within the Klamath Indian Res- 
ervation, regardless of ownership, are hereby removed four years after the 
date of this Act, and the patents or deeds under which titles are then 
held shall pass the titles in fee simple, subject to any valid encumbrances: 
Provided, That the provisions of this subsection shall not apply to 
subsurface rights in such lands, and the Secretary is directed to 
transfer such subsurface rights to one or more trustees designated by 
him for management for a period not less than ten years. The titles 
to all interests in trust or restricted land acquired by members of 
the tribe by devise or inheritance four years or more after the date 
of this Act shall vest in such members in fee simple, subject to any 
valid encumbrance. 

(c) Prior to the time provided in subsection (b) of this section for 
the removal of restrictions on land owned by one or by more than one 
member of a tribe, the Secretary may— 
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(1) upon request of any of the owners, partition the land and 
issue to each owner a patent or deed for his individual share that 
shall become unrestricted four years from the date of this Act; 

(2) upon request of any of the owners, and a finding by the 
Secretary that partition of all or any part of the land is not 
practicable, cause all or any part of the land to be sold at not less 
than the appraised value thereof and distribute the proceeds of 
sale to the owners: Provided, That any one or more of the owners 
may elect before a sale to purchase the other interesis in the land 
at not less than the appraised value thereof, and the purchaser 
shall receive an unrestricted patent or deed to the land; and 

(3) if the whereabouts of none of the owners can be ascertained, 
cause such lands to be sold and deposit the proceeds of sale in the 
Treasury of the United States for safekeeping. 

(d) The Secretary is hereby authorized to approve 

(1) the exchange of trust or restricted land between the tribe 
and any of its members; 

(2) the sale by the tribe of tribal property to individual mem- 
bers of the tribe; and 

(3) the exchange of tribal property for real property in fee 
status. ‘Title to all real property included in any sale or exchange 
as provided in this subsection shall be conveyed in fee simple. 

Src. 9. (a) The Act of June 25, 1910 (36 Stat. 855), the Act of 
February 14, 1913 (37 Stat. 678), and other Acts amendatory thereto 
shall not apply to the probate of the trust and restricted property of 
the members of the tribe who die six months or more after the date 
of this Act. 

(b) The laws of the several States, Territories, possessions, and the 
District of Columbia with respect to the probate of wills, the deter- 
mination of heirs, and the administration of decedents’ estates shall 
apply to the individual property of members of the tribe who die six 
months or more after the date of this Act. 

(c) Section 5 of the Act of June 1, 1938 (52 Stat. 605), is hereby 
repealed. 

Sec. 10. The Secretary is authorized, in his discretion, to transfer 
to the tribe or any member or group of members thereof any federally 
owned property acquired, withdrawn, or used for the administration 
of the affairs of the tribe which he deems necessary for Indian use, or 
to transfer to a public or nonprofit body any such property which he 
deems necessary for public use and from which members of the tribe 
will derive benefit. 

Src. 11. No property distributed under the provisions of this Act 
shall at the time of distribution be subject to Federal or State income 
tax. Following any distribution of property made under the pro- 
visions of this ‘Act, such property and any income derived therefrom 
by the individual, corporation, or other legal entity shall be subject to 
the same taxes, State and Federal, as in the case of non-Indians: Pro- 
vided. That, for the purpose of capital gains or losses the base value 
of the property shall be the value of the property when distributed 
to the individual, corporation or other legal entity. 

Sec. 12. Sections 2, 3, 4, 5, and 6 of the Act of August 28, 1937 (50 
Stat. 872, 873), and sec tion 2 (a) of the Act of August 7 7, 1939 (53 Stat. 
1253), are repealed effective on the date of the transfer of title to tribal 
property to a trustee, corporation, or other legal entity pursuant to 








ASSIST KLAMATH INDIANS TERMINATE FEDERAL SUPERVISION 17 


section 6 of this Act. All loans made from the reimbursable loan fund 
established by section 2 of the Act of August 28, 1937 (50 Stat. 872), 
and all other loans made from Klamath tribal funds, including loans 
of livestock made by the tribe repayable in kind, shall be transferred 
to the tribe for collection in accordance with the terms thereof. 

Sec. 13. (a) That part of section 5 of the Act of August 13, 1914 
(35 Stat. 687; 43 U.S. C. 499), which relates to the transfer of the 
care, operation and maintenance of reclamation works to water users 
associations or irrigation districts shall be applicable to the irrigation 
works on the Klamath Reservation. 

(b) Effective on the first day of the calendar year beginning after 
the date of the proclamation provided for in section 18 of this Act, the 
deferment of the assessment and collection of construction costs pro- 
vided for in the first proviso of the Act of July 1, 1932 (47 Stat. 564; 
25 U.S. C. 386a), shall terminate with respect to any lands within 
irrigation projects on the Klamath Reservation. The Secretary shall 
cause the first lien against such lands created by the Act of March 
7, 1928 (45 Stat. 200, 210), to be filed of record in the appropriate 
county office. 

(c) There is hereby authorized to be appropriated out of any funds 
in the Treasury not otherwise appropriated the sum of $89,212 for pay- 
ment to the Klamath Tribe with interest at 4 per centum annually as 
reimbursement for tribal funds used for irrigation construction oper- 
ation and maintenance benefiting nontribal lands on the Klamath 
Reservation, such interest being computed from the dates of disburse- 
ment of such funds from the United States Treasury. 

(d) The Secretary is authorized to adjust, eliminate, or cancel all or 
any part of reimbursable irrigation operation and maintenance costs 
and reimbursable irrigation construction costs chargeable against 
Indian owned lands that are subject to the provisions of this Act, 
and all or any part of assessments heretofore or hereafter imposed 
on account of such costs, when he determines that the collection thereof 
would be inequitable or would result in undue hardship on the Indian 
owner of the land, or that the administrative costs of collection would 
probably equal or exceed the amount collected. 

(e) Nothing contained in any other section of this Act shall affect 
in any way the laws applicable to irrigation projects on the Klamath 
Reservation. 

Src. 14. (a) Nothing in this Act shall abrogate any water rights 
of the tribe and its members, and the laws of the State of Oregon 
with respect to the abandonment of water rights by nonuse shall not 
apply to the tribe and its members until fifteen years after the date 
of the proclamation issued pursuant to section 18 of this Act. 

(b) Nothing in this Act shall abrogate any fishing rights or privi- 
leges of the tribe or the members thereof enjoyed under Federal 
treaty. 

Src. 15. Prior to the transfer of title to, or the removal of restric- 
tions from, property in accordance with the provisions of this Act, 
the Secretary shall protect the rights of members of the tribe who are 
minors, non compos mentis, or in the opinion of the Secretary in need 
of assistance in conducting their affairs, by causing the appointment 
of guardians for such members in courts of competent jurisdiction, 
or by such other means as he may deem adequate. 

Sec. 16. Pending the completion of the property dispositions pro- 
vided for in this Act, the funds now on deposit, or hereafter deposited, 
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in the United States Treasury to the credit of the tribe shall be avail- 
able for advance to the tribe, or for expenditure, for such purposes as 
may be designated by the governing body of the tribe and approved 
by the Secretary. 

Sec. 17. The Secretary shall have authority to execute such 
patents, deeds, assignments, releases, certificates, contracts, and other 
instruments as may be necessary or appropriate to carry out the 
provisions of this Act, or to establish a marketable and recordable 
title to any property disposed of pursuant to this Act. 

Sec. 18. (a) Upon removal of Federal restrictions on the propert 
of the tribe and individual members thereof, the Secretary shall 

ublish in the Federal Register a proclamation declaring that the 

‘ederal trust relationship to the affairs of the tribe and its members 
has terminated. ‘Thereafter individual members of the tribe shall 
not be entitled to any of the services performed by the United States 
for Indians because of their status as Indians and, except as otherwise 

rovided in this Act, all statutes of the United States which affect 

ndians because of their status as Indians shall no longer be applicable 
to the members of the tribe, and the laws of the several States shall 
apply to the tribe and its members in the same manner as they apply 
to other citizens or persons within their jurisdiction. 

(b) Nothing in this Act shall affect the status of the members of 
the tribe as citizens of the United States. 

Sec. 19. Effective on the date of the proclamation provided for in 
section 18 of this Act, all powers of the Secretary or other officer of 
the United States to take, review, or approve any action under the 
constitution and bylaws of the tribe are hereby terminated. Any 
powers conferred upon the tribe by such constitution which are in- 
consistent with the provisions of this Act are hereby terminated. Such 
termination shall not affect the power of the tribe to take any action 
under its constitution and bylaws that is consistent with this Act with- 
Pr the participation of the Secretary or other officer of the United 

tates. 

Suc. 20. The Secretary is authorized to set off against any indebted- 
ness payable to the tribe or to the United States by an individual 
member of the tribe or payable to the United States by the tribe, any 
funds payable to such individual or tribe under this Act and to deposit 
the amounts set off to the credit of the tribe or the United States as 
the case may be. 

Sec. 21. Nothing contained in this Act shall deprive the tribe or its 
constituent parts of any right, privilege, or benefit granted by the 
Act of August 13, 1946 (60 Stat. 1049). 

Sec. 22. Nothing in this Act shall abrogate any valid lease, permit, 
license, right-of-way, lien, or other contract heretofore approved. 
Whenever any such instrument places in or reserves to the Secretary 
any powers, duties, or other functions with respect to the property 
subject thereto, the Secretary may transfer such functions, in whole 
or in part, to any Federal agency with the consent of such agency and 
may transfer such functions, in whole or in part to a State agency with 
the consent of such agency and the other party or parties to such 
instrument. 

Src. 23. The Secretary is authorized to issue rules or regulations 
necessary to effectuate the purposes of this Act, and may in his dis- 
cretion provide for tribal referenda on matters pertaining to manage- 
ment or disposition of tribal assets. 
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Src. 24. All Acts or parts of Acts inconsistent with this Act are 
hereby repealed insofar as they affect the tribe or its members. Effec- 
tive on the first day of the fiscal year beginning after the date of the 
proclamation provided for in section 18 of this Act, section 2 of the 
Act of August 19, 1949 (63 Stat. 621, ch. 468) shall become inappli- 
cable to the unrecouped balance of funds expended in cooperation 
with the school board of Klamath County, Oregon, pursuant to said 
Act. 

Src. 25. If any provision of this Act, or the application thereof to 
any person or circumstance, is held invalid, the remainder of the Act 
and the application of such provision to other persons or circum- 
stances shall not be affected thereby. 

Src. 26. Prior to the issuance of a proclamation in accordance with 
the provisions of section 18 of this Act, the Secretary is authorized to 
undertake, within the limits of available appropriations, a special pro- 
gram of education and training designed to help the members of the 
tribe to earn a livelihood, to conduct their own affairs, and to assume 
their responsibilities as citizens without special services because of 
their status as Indians. Such program may include language train- 
ing, orientation in non-Indian community customs and living stand- 
ards, vocational training and related subjects, transportation to the 
place of training or instruction, and subsistence during the course of 
training or instruction. For the purposes of such program the Secre- 
tary is authorized to enter into contracts or agreements with any 
Federal, State, or local governmental agency, corporation, associa- 
tion, or person. Nothing in this section shall preclude any Federal 
agency from undertaking any other program for the education and 
training of Indians with funds appropriated to it. 

Sec. 27. Notwithstanding any other provisions of this Act, no sales 
of tribal property shall be made pursuant to paragraph (8) of subsection 
(a) of section 5, or section 6 of this Act prior to the adjournment of the 
second session of the Eighty-fitth Congress. 


O 
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AMENDING SECTION 12 OF THE ACT APPROVED FEBRUARY 22, 
1889 (25 STAT. 676), RELATING TO THE ADMISSION INTO THE 
UNION OF THE STATES OF NORTH DAKOTA, SOUTH DAKOTA, 
MONTANA, AND WASHINGTON 





Fesrvuary 20 (legislative day, Fespruary 18), 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 348] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 348) to amend section 12 of the act approved 
February 22, 1889 (25 Stat. 676), relating to the admission into the 
Union of the States of North Dakota, South Dakota, Montana, and 
Washington, by providing for the use of public lands granted to the 
States therein for the purpose of construction, reconstruction, repair, 
renovation, furnishings, equipment, or other permanent improve- 
ment of public buildings at the capitals of said States, having consid- 
ered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Section 12 of the act of February 22, 1889 (25 Stat. 676, 680), pro- 
vided for the grant, upon admission into the Union of the States of 
North Dakota, South Dakota, Montana, and Washington, of 50 
sections of unappropriated public lands therein— 


* * * for the purpose of erecting public buildings at the 
capitals of said States for legislative, executive, and judicial 
purposes.” 
Section 17 of the same act (25 Stat. 676, 681) provides for additional 
grants for specified purposes to each of the four States named, includ- 
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ing additional land grants for public buildings at the capitals of said 
States. 

On several occasions in the past, the State of Montana has used and 
pledged income derived from the capital buildings land grant provided 
in the Enabling Act of 1889 for the repair and reconstruction of public 
buildings theretofore erected and the payment of interest on bonds 
issued for the purpose. The State of Washington used such income 
for the purchase of furniture and furnishings for the legislative build- 
ing which was under construction in 1925. 

The Supreme Court of the State of Washington, in a 1926 decision, 
State ex rel. Bookstore v. Potts (141 Wash. 110, 250 Pac. 1090), was called 
upon to construe sections 12 and 17 of the enabling act proposed to be 
amended by the reported measure. <A 1925 act of the Washington 
Legislature had purported to authorize the issuance of bonds to the 
extent of $4 million against the State capital land grant and to sell 
the same. From funds derived from the sale of these bonds, the 
legislature appropriated $600,000 for furniture and furnishings for the 
administrative and legislative building. 

In an original action brought for a writ of mandamus to compel the 
State treasurer to pay a warrant drawn upon the capital building 
construction fund, which warrant represented the purchase price of 
an office desk to be used as a part of the furnishings of the building, 
the Washington court, in granting the writ, concluded (141 Wash. 
110, 113-115), that— 


It was undoubtedly the purpose of Congress, by making 
the grant, to give to the new State * * * land for public 
buildings at the State capital sufficient to enable such build- 
ings to be constructed and equipped as an institution without 
resort to general taxation for any part of that expense. 
* * * The furniture and furnishings of the administrative 
building have an immediate and direct bearing upon the 
purpose for which the lands were granted. * * * The ex- 
penditure having a direct and immediate bearing, it is not a 
violation of the trust to use the fund derived from the bond- 
ing of the State capital lands for such purposes. 


Pursuant to the provisions of chapter 278, Laws of 1955, State of 
Montana, the Montana State Board of Examiners proposed to issue 
and sell certain bonds in an amount not to exceed $750,600 for the 
purpose of— 


* * * reconstructing and renovating the State capital build- 
ing including rolleall voting machines * * *. 


The 1955 authorizing act specifically provided that the principal 
and interest of the bonds authorized was payable only from income 
received from the capital buildings land grant. (See ch. 278, secs. 1, 
7, Laws of 1955, State of Montana.) 

On December 7, 1956, by its decision in Bryant v. The Board of 
Examiners of the State of Montana, et al. (13 Mont. St. Rep. 364), the 
Montana Supreme Court held that funds from the capital buildings 
land grant could be used for no other purpose than ‘‘* * * to erect a 
building * * *.” The decision operates to preclude the proposed 
bond issuance and, the committee is informed, thus to block urgently 
needed reconstruction and renovation of the Montana State capital 
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building, a portion of which has been condemned and vacated. The 
court’s decision also raises the question of the propriety of using the 
income from the public buildings land grant for the purpose of acquir- 
ing necessary lands for building sites and for the payment of interest 
on bonds payable out of said income. In addition, the committee is 
informed that the court’s decision invalidates at least three bond 
issues in the State of Montana. 

When the States of North Dakota, South Dakota, Montana, and 
Washington were admitted into the Union, the Federal Government 

retained title to most of the lands within those States, which greatly 

limited the sources of revenues available to those States for the 
financing of the State governments. In recognition of this fact, the 
Enabling Act of 1889 provided for various land grants to aid those 
States in the financing of their common schools, colleges, universities, 
asylums, charitable and penal institutions, public buildings at the State 
capitals, and for other purposes. 

The Congress, through the enabling act, provided a means for 
aiding each of the several States to bring into being such buildings as 
would be required for legislative, executive, and judicial purposes at 
the capital of each State by providing land grants for “erecting” such 
buildings. The committee notes that the enabling act does not 
provide for the return of the land grants or for the diversion of income 
therefrom to the Federal Government after all the capitol buildings 
required by each State have been ‘‘erected.’’ In view of this and mm 
consideration of the fact that the treasuries of the several States were 
bare or nonexistent on their admission into the Union, the committee 
feels that, by providing for land grants in the enabling act for the 
“erection” of State capitol buildings, it was the intent of the Congress 
that such lands be used to aid the several States in bringing such 
facilities into useful being and in continuing such facilities in useful 
being. It naturally follows that expenditures for building sites, con- 
struction, equipment and furnishings, repairs, reconstruction, renova- 
tions, additions thereto, and interest on money borrowed for these 
purposes are necessary to provide for such accomplishments. 

Section 17 of the act has not been amended because it is the com- 
mittee’s opinion that the lands granted for public buildings by sec- 
tion 17 are to be used for the same purposes as those granted by 
section 12. Courts construing these sections have arrived at the 
same conclusion. ‘Therefore the specified grants to the separate States 
“for public buildings at the capital of the State’ made by section 17 
can be used for all the purposes set forth in section 12 as amended. 


DEPARTMENT REPORTS 


The no-objection reports of the Department of Justice, the Bureau 
of the Budget, and the Department of the Interior are set out below: 


DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTroRNEY GENERAL, 
Washington, D. C., Febrwary 1, 1957. 
Hon. Cuatr ENG, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. 
Dear Mr. CuHarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 348) to 
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amend section 12 of the act approved February 22, 1889 (25 Stat. 676), 
relating to the admission into the Union of the States of North Dakota, 
South Dakota, Montana, and Washington, by providing for the use of 
public lands granted to the States therein for the purpose of con- 
structing, reconstructing, repair, renovation, or other permanent 
improvement of public buildings at the capital of said States. 

Existing law provides for the grant of certain lands “* * * for the 
purpose of erecting public buildings at the capital of said States for 
legislative, executive, and judicial purposes.” A recent decision of the 
Montana Supreme Court (December 7, 1956) in the case of Bryant v. 
The Board of Examiners of the State of Montana, et al. (13 Mont. St. 
Rep. 394), is to the effect that “erecting” does not include reconstruct- 
ing, renovating, remodeling, or repairing. The court held that funds 
from the granted lands could be used for no other purpose than 
“erecting public buildings.”’ In order to remove this restriction, the 
bill would extend the use to which granted lands might be put to 
include “construction, reconstruction, repair, renovation, and any 
other permanent improvement of such buildings and the acquisition 
of necessary land for such buildings, and the payment of principal and 
interest on bonds issued for any of the above purposes.” 

The committee may wish to consider whether the word ‘‘as” appear- 
ing on line 5, page 1, of the bill should be “‘is’’. 

Whether legislation to effect the purpose of the bill should be en- 
acted involves questions of policy concerning which the Department 
of Justice prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wiiiram P. Rogers, 
Deputy Attorney General. 





EXEcUTIVvVE OFFICE OF THE PRESIDENT, 
BurEAU OF THE BupGet, 
Washington, D. C., February 1, 1957. 
Hon. Cuiarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in reply to your letter of Jan- 
uary 16, 1957, requesting the views of this Bureau with respect to 
H. R. 348, to amend section 12 of the act approved February 22, 1889 
(25 Stat. 676), relating to the admission into the Union of the States 
of North Dakota, South Dakota, Montana, and Washington, by 
providing for the use of public lands granted to the States therein for 
the purpose of constructing, reconstructing, repair, renovation, or 
other permanent improvement of public buildings at the capital of 
said States. 

We have considered the facts set out in your letter and would have 
no objection to the enactment of H. R. 348. 

Sincerely yours, 


Rosert E. Merriam, 
Assistant Director. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 12, 1957. 
Hon. Ciarr ENGteE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: This is in reply to your request for the views 
of this Department on H. R. 348, a bill to amend section 12 of the 
act approved February 22, 1889 (25 Stat. 676), relating to the 
admission into the Union of the States of North Dakota, South 
Dakota, Montana, and Washington, by providing for the use of 
public lands granted to the States therein for the purpose of con- 
structing, reconstructing, repair, renovation, or other permanent 
improvement of public buildings at the capital of said States. 

We would have no objection to the enactment of this bill. 

H. R. 348 would amend section 12 of the act of February 22, 1889 
(25 Stat. 676), which is the statute which provided for the admission 
to the Union of North Dakota, South Dakota, Montana, and Wash- 
ington. Section 12 of that act provided for the grant to each of 
those States, upon its admission to statehood, of 50 sections of unap- 
priated public lands “for the purpose of erecting public buildings at 
the capital of said States for legislative, executive, and judicial 
purposes.” H. R. 348 would amend section 12 by substituting a 
comma for the period at its end and by adding thereto the words 
“including construction, reconstruction, repair, renovation, and any 
other permanent improvement of such buildings and the acquisition 
of necessary lands for such buildings, and the payment of principal 
and interest on bonds issued for any of the above purposes.”’ 

We understand that the occasion for the introduction of this bill 
was the decision on December 7, 1956, of the Montana Supreme Court 
in Bryant v. The Board of Examiners of the State of Montana et al. (13 
State Reporter 364), which held that funds from the capital building 
land grant could be used for no other purpose than erecting public 
buildings. The State of Montana had authorized the issuance of 
bonds for the reconstruction and renovation of the State ‘capital 
building, principal and interest on which was to be payable only from 
income received from the capital building land grant. 

The Department has no recommendation to make on the desir- 
ability of the proposed amendment which appears to be entirely a 
matter of congressional policy. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HatFieLp CHILSON, 
Assistant Secretary of the Interior. 


It is the opinion of the committee that to restrict the use of the 
income from the capital buildings land grants for “erecting” buildings 
only, as the word is used in its narrowest sense, is wasteful and un- 
economic, falls short of the objectives sought, and precludes the most 
effective and efficient use of such income. 

The Committee on Interior and Insular Affairs strongly recommends 
that H. R. 348, as amended, be enacted. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R. 
348), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black br ackets; new matter is printed in italics; 
existing law in which no change is proposed is shown in roman); 


Act or Frpruary 22, 1889 (25 Strat. 676) 


* * * * %* ¥ 


Sec. 12. That upon the admission of each of said States into the 
Union, in accordance with the provisions of this Act, fifty sections of 
the unappropriated public lands within said States, to be selected 
and located in legal subdivisions as provided in section 10 of this 
Act, shall be, and are hereby, granted to said States for [the purpose 
of erecting] public buildings at the capital of said States for legislative, 
executive, and judicial purposes [.] , including construction, recon- 
struction, repair, renovation, furnishings, equipment, and any other 
permanent improvement of such buildings and the acquisition of neces- 
sary land for such buildings, and the payment of principal and interest 
on bonds issued for any of the above purposes. 


O 
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INCREASED FNMA AUTHORIZATION 


FEBRUARY 21, 1957.—Ordered to be printed 


Mr. Sparkman, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 1325] 


The Committee on Banking and Currency, having considered the 
same, report favorably a committee bill to provide interim assistance, 
through the Federal National Mortgage Association, in relieving the 
shortage of funds for home loans, and for other purposes, and 
recommend that the bill do pass. 


INTRODUCTION 


Senate Joint Resolution 38 was introduced at the request of the 
administration and as an emergency request to provide funds needed 
to permit the Federal National Mortgage Association to continue 
purchasing home mortgages under its secondary market operations. 
After public hearings and full consideration of the subject, the com- 
mittee agreed to report a new bill, S. 1325. 

The increasing shortage of mortgage loan funds from all sources 
during the past several months has resulted in a marked increase in the 
number of mortgages offered to FNMA. The dollar amount of 
mortgages offered to FNMA has increased from about $64 million 
during August of 1956 to about $109 million during September of 1956. 
In each of the months of October and November, more than $200 
million worth of mortgages were offered for purchase by FNMA. 
FNMA’s unobligated resources for secondary market operations at 
the end of January 1957 were approximately $140 million. At the 

resent level of operations, this amount will be exhausted early in 
Larch 1957. 

In order to provide additional funds for the purchase of home 
mortgages, this bill would authorize the Federal National Mortgage 
Association to sell to the Secretary of the Treasury $50 million of 
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FNMA preferred stock. Since FNMA’s total borrowing authority 
under its secondary market operations is limited to 10 times its capital 
and surplus, the sale of $50 million of preferred stock would increase 
its borrowing authority by $500 million, making a total of about 
$1.6 billion. 

To help implement the additional borrowing authority referred to 
above, FNMA’s authorization to borrow from the Treasury, which is 
now $1 billion, is increased to $1.35 billion. 

Although Senate Joint Resolution 38 contained no provision for 
increasing FNMA’s authorization to purchase mortgages under its 
special assistance functions, witnesses pointed out that the $50 million 
revolving fund made available for purchase of cooperative housing 
mortgages was virtually exhausted and that the need for replenishing 
this fund was as acute as the need for secondary market operations 
funds. The committee, therefore, increased FNMA’s authorization 
for the purchase of cooperative morgtages by $50 million, making a 
total of $100 million. The per State dollar limit on outstanding 
commitments was also increased from $5 million to $12.5 million. 

The committee also considered and approved S. 1056, which would 
permit FHA to increase its maximum mortgage amounts for housing 
in urban renewal areas by $1,000 per room without regard to the 
number of rooms per dwelling unit. The committee bill contains the 
language of S. 1056 to clarify congressional intent with respect to this 
point and to eliminate the possibility of misinterpretation. 


INCREASE IN FNMA’S AUTHORIZATION FOR SECONDARY MARKET 
OPERATIONS 


The Federal National Mortgage Association Charter Act, enacted 
in 1954, rechartered FNMA as a mixed-ownership corporation. 
Under its present corporate charter, FNMA carries on three separate 
activities: (1) Secondary market operations, (2) special assistance 
functions, and (3) management and liquidating functions. Each of 
these activities is separate and independent from the others. 

FNMA secondary market operations are intended to “provide 
supplementary assistance to the secondary market for home mortgages 
by providing a degree of liquidity for mortgage investments, therelyy 
improving the distribution of investment capital available for home 
mortgage financing” (Housing Act of 1954). FNMA purchases, and 
issues standby commitments to purchase, Government guaranteed or 
insured home mortgages “within the range of market prices.” The 
statuie requires F NMA to conduct its sec ondary market operations 
in @ manner that will be self-supporting and will prevent the “‘excessive 
use”’ of its facilities. 

Funds are available from (1) borrowing, and (2) sale of stock, 
FNMA may borrow up to 10 times its capital and surplus. Its cur- 
rent capital and surplus of approximately $111 million permits it to 
borrow about $1.11 billion. It may borrow from the public or from 
the Treasury. 

FNMA obligations are not guaranteed by the United States, and 
are not an obligation of any agency other than FNMA, although the 
underlying security is either insured or guaranteed by the United 
States. Four issues of debentures have been sold to the public by 
FNMA as follows: $100 million at 3% percent on February 20, 1956; 
$100 million at 3.35 percent on August 20, 1956: $100 million at 3.90 
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percent on November 20, 1956; and $200 million at 4.125 percent on 
January 9, 1957. The maximum term on these debentures has been 
g months. The February 1956 debentures have matured, leaving 
a balance of $400 million outstanding. 

The sellers who use FNMA’s secondary market facilities are re- 
quired to purchase nonvoting common stock. Such sellers are re- 
quired to make subscriptions in the form of nonrefundable contribu- 
tions equal to an amount not less than 1 percent of the dollar amount 
of the mortgages sold to FNMA. The present requirement, estab- 
lished administratively, is 2 percent. The subscriptions now amount 
to more than $16 million. When the preferred stock now held by 
the Treasury is retired, FNMA’s secondary market operation is 
scheduled to be turned over to the owners of the outstanding common 
stock. 

Since early 1956 there has been a tightening of the mortgage money 
market. While many reasons are suggested to explain this shortage 
of mortgage money, primary emphasis has been given to Federal Re- 
serve Board actions to control inflation, substantial increases in dol- 
lar amounts expended for industrial plant construction, expansion, 
and modernization, and the initiation of such new programs as that 
presently used to finance shipbuilding through the issuance of Gov- 
ernment-guaranteed high-interest-bearing securities. These and sim- 
ilar factors have acted not only to reduce supplies of mortgage money, 
but to drive up the cost of money made available for residential 
mortgages. On December 4, 1956, the FHA interest rate was in- 
creased from 4% percent to 5 percent by administrative action. 
While substantial testimony has been received indicating that this in- 
crease has not produced additional mortgage money, it has made the 
4% percent VA mortgage much less attractive. 

As private sources of mortgage funds dry up, mortgage originators 
turn toward the Federal National Mortgage Association as a primary 
source of funds and added pressure is placed upon FN MA to purchase 
a larger volume of mortgages. At the present time, the FNMA has 
a total borrowing authority of approximately $1.1 billion. Over the 
past few months, the dollar amount of mortgages offered FNMA has 
been steadily increasing as follows: $64 million in August, $109 million 
in September, $200 million plus in October, and $200 million plus in 
November. Of FNMA’s secondary market resources, there were un- 
obligated at the end of January 1957 about $140 million. Presently 
FN MA is purchasing in excess of $100 million per month which would, 
at this rate, indicate that the present unobligated resources would be 
exhausted early in March. 

In order to help relieve this situation, the committee bill provides 
that the Federal National Mortgage Association sell, and the Treasury 
purchase, $50 million of additional preferred stock. This transaction 
would increase FNM A’s ability to purchase mortgages by $500 million. 

Corollary to this proposal is a further provision which authorizes 
an increase in the maximum amount of FNMA’s secondary market 
operations obligations that the Secretary of the Treasury is authorized 
to hold. At present, the Secretary of the Treasury may hold FNMA 
obligations up to a total amount of $1 billion. This authority is 
normally used as a source of ready funds available to FNMA at times 
when issuance of its debentures for sale to the general public is not 
feasible. It also provides assurance to private investors that FNMA 
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has available a source of liquid funds to pay off maturing debentures, 
The committee bill proposes to increase this back-up authority from 
$1 billion to $1.35 billion. 

Senate Joint Resolution 38 provided for an additional billion dollars 
in FNMA borrowing authority, which amount would have been suffi- 
cient to permit continuation of secondary market operations at least 
until the end of calendar year 1957. In providing an increase of only 
$500 million in additional borrowing authority, the committee con- 
siders that it has taken an emergency action and expresses an inten- 
tion to give further attention to the problem of providing additional 
money for the secondary market. Five hundred million dollars will, 
in the opinion of the committee, permit FNMA to continue operations 
until June 30, 1957, and until the committee and the Congress have 
had an opportunity to examine the problem more thoroughly. 


INCREASE IN FNMA’S AUTHORIZATION FOR SPECIAL ASSISTANCE 
FUNCTIONS 


The FNMA special assistance programs are available to (1) “selected 
types of home mortgages (pending the establishment of their marketa- 
bility) originated under special housing programs designed to provide 
housing of acceptable standards at full economic costs for segments 
of the national population which are unable to obtain adequate hous- 
ing under established home financing programs” and (2) “home 
mortgages generally as a means of retarding or stopping a decline in 
mortgage lending and home-building activities which threatens ma- 
terially the stability of a high level national economy * * *” 
(Housing Act of 1954). 

Funds are obtained solely by borrowing from the Secretary of the 
Treasury, currently at a rate of 3% percent. The present limit of 
FNMA borrowing from the Treasury is set at $550 million. Under 
the Housing Act of 1956, FNMA is required to purchase special 
assistance mortgages at no less than 99 percent of par until August 
7, 1957. 

Two hundred million dollars is available for the purchase of mort- 
gages on disaster housing, Guam housing, urban renewal housing, 
Alaska housing, military housing (Wherry), and elderly persons 
housing. $4,685,000 worth of such mortgages have been purchased, 
and an additional $16,006,000 has been committed for future dis- 
bursement. 

Fifty million dollars is available for mortgages on cooperative hous- 
ing, of which $2,814,000 has been used for purchases, and $46,559,000 
has been committed for future disbursement, leaving a balance of 
$527,000. 

Two hundred million dollars is available for military housing (Cape- 
hart), of which $90,000 has been used for purchases, and $48,871,000 
has been committed for future disbursement, leaving a balance of 
$151,039,000. These programs account for $450 million of the 
$550 million total. 

The remaining $100 million is available, subject to Presidential 
allocation, for the purchase by FNMA of participations in mortgages 
with private lenders on a basis of 20 percent for FNMA and 80 percent 
for the private lender. The President has allocated $50 million of 
this fund but none has been used.! 


1 The foregoing dollar amounts pertaining to FNMA special-assistance functions reflect the level of opera’ 
tions as of January 1957: 
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Recent amendments to section 213 of the National Housing Act 
(cooperative housing) have given impetus to the cooperative housing 
program. ‘These amendments include higher insurable mortgage 
amounts, purchase of mortgages by the FNMA at no less than 99 
percent of the par value of the mortgages, and the ability of a builder- 
sponsor to obtain FHA insurance for a cooperative project prior to the 
formation of the cooperative. Prior to April of 1956, FNMA’s price 
for cooperative housing mortgages was 98 percent of par less a 1-per- 
cent commitment fee and a one-half of 1 percent purchasing and 
marketing fee. ‘Thus the net amount received by the seller was 96% 
percent of par. When FNMA raised its price for cooperative housing 
mortgages to 99 percent (less the same 1% percent fee) in April of 
1956, there was an increase in the volume of cooperative mortgages 
offered to FNMA. Between April 1956 and January 4, 1957, FNMA 
had allocated $45,446,079 of its $50 million authorization. These 
allocations are shown by States as follows: 


States using FNMA special assistance for purchase of cooperative housing 
mortgages, Dec. 31, 1956 








Manage- 
Total ment-type Sales-type 
projects projects 
Commitments outstanding: 

BSE, csvtavbubshecedéedbanoqossshanineedegtinegnontial We Bes BOE locecbcewccntad $3, 522, 500 
CRIN ccinedunnciinsdhdalinedsbtonmesdhihnbatudibahipbenuans 5, 000, 000 2, 059, 700 2, 940, 300 
III cid adctattcd-eereepneteecens eens ieaadaniaicnstaimacnin OE GF Ske nctiedckcane 3, 992, 600 
at ek ilieatiane 4 Saved ocesaeteieeutebedaht atietniiel 7, OBS B00 Fe cdvidudadaevce 1, 053, 500 
SIN cudnt chin chi lnstoriss te tetadey acest ta tecetceae aandiaipataaaaaie 4,000, 450 }.............. 4, 999, 450 
DUEL. -) 6cuddducaminwheweddanduobibedscddtietedumabetuuae GE BOO Dteddtabinmdiace 4, 0°0, 600 
IN NII anina ct co tine reli tats laaenalcnidii ethane ei nai 6 GE, GN Bidik ttti 4, 935, 400 
SUE WERE. wcnannedescceaneembacutubiacadeene ae 5, 000, 000 5, 000, 000 |.....- Saini 
TI ais wah: nipeisoenb nk tal ea eden etecnckeus eases obs 845, 800 |..... ‘ 845, 800 
Ries fecirtsiesessnsinserinscntiinioimapiien iibtdeseeinuiiaseeances 291, 600 291, 600 |...-. Doce aieaeiens 
DUNES eibahinind ot batedsenebhébuthelicdslasidiaiaaes 4, 906000 | ncacniccu<8--- 4, 995, 900 
le eae 2 SIGE Rh Fa oA saihin eticsaabeeheciee meter aan sere aieee 5 4846. 000 Fo ve cvccucdeas 3, 484, 050 
Louisiana......-..- cdbudébabbbodbbiebictith tebbeebiesesiahes 8 a ae eres 363, 500 
I ciavedcinamisapsoeaiars ids Gumtmieoobaaediire fA, Pie ctnereseees 1, 689, 100 

BU: cenchegiebivessslbhbiocumebidocsallcidamkbbieauiel 44, 202, 000 7, 351, 300 36, 852, 700 

Mortgage purchases: | 

gD RS Pe re ae ee ee ee SER, BOD asacvcenscased 350, 850 
BITBOOR.. .ccccsaninansqeaywensdpsccsennsqonségeqaqeoesnsuat FU) BEE Prvncedoapeees 893, 229 

iss sticcde TeDaciaiinne deititndeeiass una¥gudepaduchesoedaneniin 45, 448, 079 7, 351, 300 | 38, 096, 779 








The committee was impressed by the fact that the great majority 
of the funds allocated for assistance to cooperative housing have been 
obligated and that the situation with respect to this program is equally 
acute with that facing the secondary market operation. Cooperative 
housing mortgages have not achieved to date any great degree of 
popularity among private investors and, in fact, the role of FNMA in 
this program has been partly to popularize this type of mortgage. 
Consequently, this bill increases the present $50 million limit to $100 
million. 

In order to prevent the per-State limit of $5 million on commit- 
ments outstanding at any one time from curtailing activity in States 
which have been most active in this program, the $5 million limit 
is increased to $12.5 million. 

The committee is encouraged by the fact that the initial FNMA 
authorization for cooperative housing has been utilized, but it is 
deeply concerned over the lack of progress in other programs for which 
FNMA special-assistance funds have been authorized. The com- 
mittee is especially aware of the need for a special-assistance category 
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to assist families from minority groups. It is also perturbed by the 
slow rate of use of FNMA funds for urban renewal purposes. These 
and other aspects of FNMA’s special-assistance functions will be 
thoroughly explored in general legislative hearings later this session. 


INCREASE IN MAXIMUM MORTGAGE FOR MORTGAGES INSURED UNDER 
SECTION 220 OF THE NATIONAL HOUSING ACT 


The bill also amends section 220 of the National Housing Act, to 
clarify existing law relating to the maximum insurable amounts per- 
missible on dwellings in high-cost urban renewal areas. 

In the Housing Act of 1954, when section 220 was first enacted, one 
provision permitted an additional $1,000 per room to be added to the 
maximum insurable amount of a mortgage on a structure in a high-cost 
area. The additional $1,000 was intended to apply regardless “of the 
number of rooms; but the class of eligible structures was limited to 
elevator-type structures. 

In the Housing Act of 1956, section 220 was amended with the inten- 
tion of extending to non-elevator-type structures the same benefits in 
high-cost areas ‘that were available to elevator- -type structures. In 
accomplishing this change, the resulting statutory language was 
interpreted by agency officials to mean that the additional $1,000 per 
room is permissible only for units containing 4 or more rooms. 

The committee holds the view that the additional allowance for 
high-cost areas was always intended to be made available regardless of 
the number of rooms per unit. Section 3 of the committee bill clarifies 
the statute on this point. 


SECTION-BY-SECTION ANALYSIS 


Sections 1 (a) and (b) amend sections 303 (d) and (e) of the National 
Housing Act to increase by $50 million the amount of NMA preferred 
stock held by the United States Treasury. Since FNMA may borrow 
$10 for every $1 of its capital and surplus, this $50 million increase in 
its capitalization would enable it to borrow an additional $500 million. 
The effect of this amendment would be to enable FNMA to purchase 
an additional $500 million worth of FHA-insured or VA-guaranteed 
home mortgages. 

Section 1 (c) amends section 304 (c) of the National Housing Act to 
increase from $1 billion to $1.35 billion the amount of FNMA obliga- 
tions that may be purchased by the United States Treasury. This 
authorization, known as a Treasury back-up, permits the Treasury to 
provide interim financing for FNMA secondary market operations, 
until FNMA is ready and able to sell its debentures in the private 
market. 

Section 2 amends section 305 (e) of the National Housing Act to 
increase from $50 million to $100 million the revolving fund for pur- 
chase by FNMA of FHA-insured cooperative housing mortgages. 
The existing $5 million limitation on outstanding commitments per 
State is increased to $12.5 million per State. 

Section 3 amends section 220 of the National Housing Act to clarify 
the intent of the Congress to make the high-cost area allowance 
($1,000 per room) applicable without regard to the number of rooms 
in the unit. 
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CORDON RULE 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


NATIONAL Housinea Act 


CAPITALIZATION 
Sec. 303. (a) * * * 


* * * * * * * 


(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Secretary of the 
Treasury is authorized and directed to accept preferred stock of the 
Association having an aggregate par value equal to the sum of (1) 
the amount of $21; ,000,000 (being the amount of the original subscrip- 
tion for capital stock of $20,000,000 and paid-in surplus of $1,000,000 
of the Association) and (2) an amount equal to the Association’s sur- 
plus, surplus reserves, and undistributed earnings, computed as of the 
close of the cutoff date. Jn addition to the preferred stock provided for 
in the first sentence of this subsection, the Association is authorized and 
directed to issue and deliver to the Secretary of the Treasury, and the 
Secretary of the Treasury is authorized and directed to accept, preferred 
stock of the Association having an aggregate par value equal to $50,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the first sentence of subsection (d) of 
this section shall be in exch: ange for (1) the note or notes evidencing 
the aforesaid original $21,000,000 (upon which the accrued interest 
shall have been paid through the cutoff date referred to in subsection 
(d) of this section), and (2) the release to the Association of any and 
all rights or claims which the United States might otherwise have or 
claim in and to the Association’s capital, surplus, surplus reserves, and 
undistributed earnings, computed as of the close of the aforesaid 
cutoff date. The preferred stock of the Association delivered to the 
Secretary of the Treasury pursuant to the second sentence of subsection (d) 
of this section shall be in exchange for a note or notes of the Association, 
aggregating $50,000,000 in principal amount (and upon which the 
accrued interest shall have been paid through the date of delivery), held by 
the Secretary of the Treasury pursuant to the authority contained in 
section 804 (ce). 

ok * * * * * * 


SECONDARY MARKET OPERATIONS 


Sec. 304. (a) * * * 

* * * * * * * 

(c) The Secretary of the Treasury is authorized in his discretion 
to purchase any obligations issued pursuant to subsection (b) of this 
section, as now or hereafter in force, and for such purpose the Secre- 
tary of the Treasury is authorized to use as a public debt transaction 
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the proceeds of the sale of any securities hereafter issued under the 
Second Liberty Bond Act, as now or hereafter in force, and the pur- 
ee for which securities may be issued under the Second Liberty 

ond Act, as now or hereafter in force, are extended to include such 
purchases. The Secretary of the Treasury shall not at any time pur- 
chase any obligations under this subsection if (1) all of the preferred 
stock of the Association held by the Secretary of the Treasury has 
been retired, or (2) [such purchase would increase the aggregate prin- 
cipal amount of his then outstanding holdings of such obligations 
under this subsection to an amount greater than $500,000,000 plus an 
amount equal to the total of such reductions in the maximum dollar 
amount prescribed by section 306(c) as have theretofore been effected 
pursuant to that section: Provided, That such aggregate principal 
amount under this subsection (c) shall in no event exceed $1,000,000- 
000] such purchase would increase the aggregate principal amount of 
his then outstanding holdings of such obligations under this subsection 
to an amount greater than $1,350,000,000. Each purchase of obligations 
by the Secretary of the Treasury under this subsection shall be upon 
such terms and conditions as to yield a return at a rate determined 
by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the making of such 
purchase. The Secretary of the Treasury may, at any time, sell, 
upon such terms and conditions and at such price or prices as he shall 
determine, any of the obligations acquired by him under this subsec- 
tion. All redemptions, purchases, and sales by the Secretary of the 
Treasury of such obligations under this subsection shall be treated as 
public debt transactions of the United States. 


SPECIAL ASSISTANCE FUNCTIONS 


Szc. 305. (a) * * * 


~ * * * * * * 


(e) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to enter into advance commitment contracts and 
purchase transactions which do not exceed [$50,000,000] $100,000,000 
outstanding at any one time, if such commitments or transactions re- 
late to mortgages with respect to which the Federal Housing Commis- 
sioner shall have issued pursuant to section 213 either a commitment 
to insure or a statement of eligibility; but such commitments in any 
one State shall not exceed [$5,000,000] $12,500,000 outstanding at 
any one time. 


REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING 


INSURANCE 
Suc. 220. (a) * * * 
* * * . * * * 
(d) * * * 
* * * * * * * 
(3) * * * 


* * * * * * * 
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(B) (i) * * * 


* * * * . * + 


(iii) not to exceed, for such part of such property or project as may 
be attributable to dwelling use, $2,250 per room (or $8,100 per family 
unit if the number of rooms in such property or project is 
less than four per family unit): Provided, That as to projects to 
consist of elevator-type structures, the Commissioner may, in his 
discretion, increase the dollar amount limitation of $2,250 per room 
to not to exceed $2,700 per room and the dollar amount limitation of 
$8,100 per family unit to not to exceed $8,400 per family unit, as the 
case may be, to compensate for the higher costs incident to the con- 
struction of elevator-type structures of sound standards of construction 
and design: Provided further, That the Commissioner may, by regula- 
tion, increase any of the foregoing dollar amount limitations by not 
to exceed $1,000 per room [or per family unit, as the case may be,] 
without regard to the number of rooms being less than four, or four or 
more, in any geographical area where he finds that cost levels so 
require: And provided further, That nothing contained in this para- 
graph (B) shall preclude the insurance of mortgages covering existing 
multifamily dwellings to be rehabilitated or reconstructed for the 
purposes set forth in subsection (a) of this section. 


O 











85TH CONGRESS REPORT 
1st Session } SENATE {No 95 


ACTION BY THE 84TH CONGRESS ON THE 
SECOND HOOVER COMMISSION REPORTS 


REPORT 


OF THE 


COMMITTEE ON GOVERNMENT OPERATIONS 


MADE BY ITS 


SUBCOMMITTEE ON REORGANIZATION 


FEBRUARY 21, 1957.—Ordered to be printed 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 








COMMITTEE ON GOVERNMENT OPERATIONS 


JOHN L. McCLELLAN, Arkansas, Chairman 


HENRY M.JACKSON, Washington JOSEPH R. McCARTHY, Wisconsin 
STUART SYMINGTON, Missouri KARL E. MUNDT, South Dakota 

SAM J. ERVIN, Jr., North Carolina MARGARET CHASE SMITH, Maine 
HUBERT H. HUMPHREY, Minnesota THOMAS E. MARTIN, Iowa 

STROM THURMOND, South Carolina CARL T. CURTIS, Nebraska 

WM.A. BLAKLEY, Texa CHAPMAN REVERCOMB, West Virginia 


WALTER L. REYNOLDS, Chie/ Clerk and Staff Director 
GLENN K. SHRIVER, Professional Staff Member 
Eu! E. NOBLEMAN, Professional Staff Member 

RICHARD J. O’MELIA, Professional Staff Member 





SUBCOMMITTEE ON REORGANIZATION 


HUBERT H. HUMPHREY, Minnesota, Chairman 


STUART SYMINGTON, Missouri MARGARET CHASE SMITH, Maine 
STROM THURMOND, South Carolina THOMAS E. MARTIN, Iowa 
WM. A. BLAKLEY, Texas CARL T. CURTIS, Nebraska 


MILEs SCULL, Jr., Professional Staff Member 
KATHRYN M. KEENEY, Clerical Assistant 





CONTENTS 





Table I. Reports to the Congress and bills introduced to implement Com- 
TISHONR POCMNIAONERGONS.. nines cnnecussdamese nauiesusooaeeal i 
Table II. Action taken on Senate and House bills introduced to implement 
tae NT I ia cs tac ss sc an enya mo sale ae eens 
Table III. Specific Commission recommendations which each Senate and 
FOUN Dill WoUle ANION... .. <csaiacucncunsncasungeends seeewonae 
Table IV. Bills implementing Commission reports which have been 
OHOGNOT 1N6Y TAW oi. cd cnundndcuccuswdesausckeaaseamuaenabuneween i 





Page 


18 
62 


PREPARED AT THE REQUEST OF THE SENATE COMMITTEE ON GOVERNMENT Op- 
ERATIONS BY THE LEGISLATIVE REFERENCE SERVICE, OF THE LIBRARY OF 


Coneress, Mouse Z. Marcouin, Lecat ANALYST 
mm 


23001°—58 8S. Rept., 85-1, vol. 1——29 











85TH CONGRESS } SENATE { I Report 


1st Session No. 95 
oo lllEEaeeaeEeoEoaEeEoeoeaEaEaEEEEEEEEaEEEeeeeeeeeeeeeeeeeeeSSSSSSS_O™OEDO™“OSO®OO®OOOO®ONOO®EEEES ——— SKX—vm'"=6s 


ACTION TAKEN BY THE 84TH CONGRESS ON BILLS IMPLEMENTING 
LEGISLATIVE RECOMMENDATIONS MADE BY THE SECOND 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 
OF THE GOVERNMENT 





Mr. McCLe.uan, from the Committee on Government Operations 
submitted the following 


REPORT 


MADE BY ITS 
SUBCOMMITTEE ON REORGANIZATION 
INTRODUCTION 


The Second ' Commission on Organization of the Executive Branch 
of the Government was created pursuant to Public Law 108, 83d 
Congress, Ist session, approved July 10, 1953.? 

The Second Commission on Organization held its first meeting 
September 29, 1953; its 23d and final meeting June 23, 1955. It was 
granted appropriations totaling $2,848,534; it expended $2,768,562, 
and returned $83,527 to the Treasury, including reimbursements of 
$3,555. Its members were as follows: 


MEMBERSHIP 


Appointed by the President: 
*Former President Herbert Hoover (elected Chairman, September 
29, 1953) 
Herbert Brownell, Jr., Attorney General of the United States 
*Arthur S. Flemming, Director of Office of Defense Mobilization 
James A. Farley, former Postmaster General of the United States 


! The Commission on Organization, created pursuant to Public Law 108, 88d Congress, is hereafter referred 
to as the ‘“‘Second Commission on Organization”’ to distinguish it from the First Commission on Organi- 
zation of the Executive Branch created in 1947, pursuant to Public Law 162, 80th Congress. The First 
Commission expired June 12, 1949 

2 Public Law 108, 83d Congress, which created the Commission, and Public Law 41, 84th Congress which 
extended its life from May 31, 1955, to June 30, 1955, and provided a 90-day liquidating period after that 
date, are included as appendix I. 

*Also members of the First Commission on Organization of the Executive Branch, 1947-49. 
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Appointed by the President of the Senate: 
Senator Homer Ferguson, of Michigan (resigned April 4, 1955) 
Senator Styles Bridges, of New Hampshire (succeeded Senator 
Ferguson, April 4, 1955) 
*Senator John L. McClellan, of Arkansas 
Solomon C. Hollister, dean of College of Engineering, Cornell 
University, Ithaca, N. Y. 
Robert G. Storey, dean of the School of Law, Southern Methodist 
University, Dallas, Tex. 
Appointed by the Speaker of the House: 
*Representative Clarence J. Brown, of Ohio 
Representative Chet Holifield, of California 
*Joseph P. Kennedy, former Ambassador to Great Britain 
Sidney A. Mitchell, New York investment banker 


The Second Commission on Organization filed 20 Commission 
reports with the Congress, beginning with its progress report, sub- 
mitted December 31, 1954, and concluding with its final report, 
submitted June 29, 1955. 

For convenience in quickly identifying these reports they are listed 
below. They are also referred to subsequently in table I, pages 5 
to 17, inclusive, along with information relating to the Commission’s 
task force reports, staff studies, and appendixes. 


REPORTS SUBMITTED TO THE CONGRESS 


Progress Report 

Budget and Accounting 

Business Enterprises 

Business Organization of the Department of Defense 
Depot Utilization—Warehousing and Storage 
Federal Medical Services 

Food and Clothing in the Government 

Intelligence Activities 

Legal Services and Procedure 

Lending, Guaranteeing, and Insurance Activities 
Overseas Economic Operations 

Paperwork Management, Part I 

Paperwork Management, Part IT 

Personnel and Civil Service 

Real Property Management 

Research and Development in the Government 
Surplus Property (Use and Disposal of Federal Surplus Property) 
Transportation 

Water Resources and Power (vols. I and II) 

Final Report to the Congress 


In addition to the reports listed above, the Second Commission 
on Organization filed with the Congress an index to its reports, 13 
task force reports and 6 subcommittee reports.’ These reports con- 
tain the research findings, conclusions, and recommendations of the 
twenty-odd task forces, subcommittees, and project groups which 


*Also members of the First Commission on Organization of the Executive Branch, 1947-49. 

8 Staff papers, statistical documents and appendixes prepared by the task forces and subcommittees, 
supporting their published reports, were not submitted to the Congress, but are on file in the National 
Archives. (See complete list of Commission documents, table I, pp. 5 to 17, inclusive.) 
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the Commission appointed to make examinations and investigations 
of various governmental departments and governmental functions. 

While these documents prepared by the various study groups form 
the main basis for the Commission reports to the Congress, the 
Commission did not in all instances agree with the recommendations 
of its task forces, subcommittees, and study groups. Many of its 
recommendations are based upon the experience of the members of the 
Commission plus independent research by the Commission staff. 

Nor were the 12 members of the Commission themselves in complete 
agreement upon all 20 of the Commission reports. Most of the reports 
contain dissents, separate statements, or reservations by one or more of 
the Commissioners. These were directed usually not to a Commission 
report as a whole, but to specific recommendations therein. 


EFFECTUATION OF COMMISSION RECOMMENDATIONS 


The 20 Commission reports filed with the Congress contain some 
314 separate recommendations. In its final report, the Commission 
estimated that 50 of its recommendations may be implemented by the 
President under the Reorganization Act of 1949, as amended: that 
145 may be effectuated through administrative action by the various 
Government departments and agencies concerned; and that 167 will 
require specific legislative action by the Congress. Since some of the 
314 recommendations fall into 2 of these 3 categories, the total by 
categories is 362. 


DIFFERENCES BETWEEN THE FIRST COMMISSION ON ORGANIZATION AND 
THE SECOND COMMISSION ON ORGANIZATION 


The First Commission on Organization, created by the 80th Con- 
gress, concerned itself chiefly with the structural reorganization of 
Government departments, agencies, and bureaus, and with their re- 
lations with each other. It devoted its energies primarily to deter- 
mining ‘‘how”’ or “where” functions could be performed more efficient- 
ly and economically within the existing governmental framework. 

The Second Commission on Organization, however, dealt far more 
extensively with policy questions relating to Government operations 
than with matters of administrative organization. It devoted its 
energies to determine whether some existing Government functions 
should be performed at all, and made many far-reaching recommenda- 
tions concerning Government activities in the fields of power, water, 
housing, lending, insurance, transportation, agriculture, and 
commerce. 

If effectuated, many of these recommendations would alter basically 
both the purposes and functions of a number of major Government 
programs, particularly in the areas of public power development, 
Government lending and Federal housing. They require exhaustive 
analysis by the committees of the Congress before action is taken. 











ACTION BY THE 84TH CONGRESS ON THE HOOVER COM- 
MISSION REPORTS 


The 84th Congress enacted 36 public laws, 2 House resolutions, and 
1 Senate resolution which implement 55, or approximately one-third, 
of the 167 legislative recommendations that the Second Hoover 
Commission made. This, in effect, represents only the start of con- 
gressional action upon the Hoover Commission recommendations since 
the action taken does not include many major Commission recom- 
mendations, many of which are controversial in nature. 

Bills which became public law are listed by author, title, Hoover 
Commission report and recommendation number in table IV, pages 
69 to 71 ofthisreport. Thelegislative history of the more than 500 bills 
introduced to implement various Hoover Commission recommenda- 
tions, cross-referenced as to the Hoover reports, specific recom- 
mendations which each would implement, and as to committee 
action, is contained in tables I, IJ, and III, which follow. 

In addition to the Congress’ action on the Hoover reports, the 
White House announced on October 15, 1956, that the executive 
branch of the Government has accepted wholly, or as to basic ob- 
jective, or partially, 313 of the 479* Second Hoover Commission 
recommendations, or about 65 percent. This White House numerical 
tabulation, which includes the 33% percent of the legislative recom- 
mendations enacted by the Congress, may be obtained from the 


White House Press Office. 
TABLE I 


REPORTS TO THE CONGRESS AND BILLS INTRODUCED TO 
IMPLEMENT COMMISSION RECOMMENDATIONS 


Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 
| 
| | 
Progress report (filed with Congress | None...............-.....-..- e-| None. 
Jan, 5, 1955). | 
Referred to— | 
Senate Committee on Govern- | 
ment Operations. j 
House Committee on Govern- | 


ment Operations. | 





BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
is GP Siecictnnkibincateiumianandmanaeee Government Operations, 
House 
OU a ta ae eee Government Operations, 
iis ibe TD P tian ecto astetldaceineteihan askuatiniepiicaiaiiiias Do. 
Final report to the Congress (filed | None....................--.-..-- None. 
June 30, 1955) (H. Doc. No. 209). | 
Referred to— 
Senate Committee on Govern- | 
ment Operations. } 
House Committee on Govern- 
ment Operations. 
BILLS INTRODUCED COMMITTEE REFERENCES 
House 
Bs ihc ic scsi shasta atdlcinaiicaiaiaaletiec melas Government Operations. 


1 Not drafted by the Commission’s legislative drafting service, but implements the objectives of the report, 
H. R. 2576, which extended the Reorganization Act of 1949 from Apr. 1, 1955, to June 1, 1957, became Public 
Law 16, 84th Cong., approved Mar. 25, 1955. 8.613 and H. R. 2563 were companion bills. 


* The Hoover Commission listed 314 specific recommendations, many subdivided into parts. The White 
House counted subsections of a recommendation as separate recommendations in many instances, thereby 
obtaining a total of 479. 5 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 








Commission reports reports on file at National ves 
(not published) 
Budget and Accounting (filed with | Task Force Report on Budget | None, 
Congress June 20, 1956) (H. Doc. and Accounting. 
No. 192). 
Referred to— 


Senate Committee on Govern- 
ment Operations. 

House Committee on Govern- 
ment Operations. 


BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
a Government Operations, 
DT. .dbnkek ntneccdutuhascecsobtnbas Do. 


Governmnent Operations, 
0. 

Do. 
Armed Services. 
Government Operations. 

Do. 

Do. 

Do. 
Post Office and Civil Service. 
House 


Be I ab nc tite caieicdeckeameen Government Operations. 
. 70: Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Armed Services. 
Government Operations, 
Do. 
Do. 
Do. 
Do. 
Do, 
A I i cs nat methetilcs Appropriations, 


SOE LTRS AEs eines tical chute iasiiiia een Government Operations. 
Be INT wnis ecesditesieccnic Radiant consieo Do. 


Ne NUD cision Do. 








8 Referred to Subcommittee on Reorganization, Senate Government Operations Committee, 
8 Superseded by S. 3362. 

4H. R. 9593 passed in lieu. 

§ Became Public Law 863, 84th Cong. 

6 Became Public Law 882 ,84th Cong. 

7 Became Public Law 365, 84th Cong. 

® Became Public Law 334, 84th Cong. 

® Became Public Law 798, 84th Cong. 

19 S, 3897 passed in lieu. 

4 Became Public Law 814, 84th Cong. 





SECOND HOOVER COMMISSION REPORTS 7 


Reports to the Congress and bills introduced to implement Commission’ 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 








Business Enterprises (filed with | Subcommittee Report on Bus- | None. 
Congress May 16, 1955) (H. Doc. iness Enterprises of the De- { 


No. 162). partment of Defense. Con- j 
tains Report of the Task 1 
Referred to— Force on Subsistence Services § 
Senate Committee on Govern- (appendix A) and Report of 
ment Operations. the Subcommittee on Trans- 
House Committee on Govern- portation (appendix B). 
ment Operations. Staff Study on Business Enter- 


prises Outside the Depart- 
ment of Defense by the Re- 
search Staff of the Commis- 








sion. 
BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
iy MENts .ccobdodcsedecnesonsadbbedeamed Government Operations, 
8. 13 Do. 
8. 2% Do. i 
8. Do. 
8. Do. 
8. Do. 
8. “ Do. 
8. Post Office and Civil Service, 
7 c .-- Public Works. 
8. 27 738. a ia Post Office and Civil Service, 
_™  _ : Sin gesagt Eee caes Government Operations, 
Ci ET cots crnccchcasen ditsaniietsiecdaahsdeemcesieeadebalidcidcaiebsaaled Do. 
S. FT. WG Gicad ccd pvbiincintahbtnainos Banking and Currency. 
House 
Sr Saibaba celina ili lian Government Operations. 
Big Sabet anh tcc chcisceadebanbiceitaaamiadebieamal 0. 
Bis AR AT aden dnsicat oinstocs hcastaenia dacaiataiae Interior and Insular Affairs, 
H. R. 6013. .-- Government Operations. 
a ik MI and: cidie and ancidodinietidsaiiialioks Armed Services 


EEE TAdciidemsecinicciannanaaaien Government Operations. 


5 * 
Bic Mi BO inci ccrsescehics bubRcwiniimmnneala Do. 
Sd eir I nish niinsatcindierinrattinisiiiccaubniadiietaiinaainaed Do. 
i, Min HE eacane oaaesnveneuiee eimbainmbeiebiie Do. 
Bt ETRE lidiadubcanenccswenenneudneansh Armed Services. 
i} Ms SS bbb ckecenncconseasuaonaaunsel Government Operations. 
i, I SEidnekctaiememanenaaneneein Do. 
SE eee Do. 
Ti: Mii ilicaeemmenientanscutipeennmenmmnsaineaieteiine: Do. 
Ti Mit MEIN one oaikegumerseeainleaealene Post pues and Civil Service. 
Ens Us an codantina son neaoodaebaaie 
pn SRI re Gov srameaiel Operations. 
ee eT a 
Eis ie FIUE cnonamadoatenesanmanemmeeae 
BEL Uae TOU. cnadmenedsecaaoedeteemecee Post Office and Civil Service. 
EET EEe Wee ocenctatsucisacianseesanaasae Do. 
i, dhe Sc, emnmeeutindcnbnanniedbiaidie Government Operations. 
its. ip MEN sc napatsteichucnecpheiapnananinare Do fi 
Sith till! OMG asco ssegceichnaeeepinsanasedion chadineeamiaaeseaiaaics Do. f 
iis Bo. URN: Ei cendeketeiiabaebaibiedene Judiciary. 
i ON a a eae a Banking and Currency. 
ee |? 7. es Do. 


® Referred to Subcommittee on Reorganization, Senate Government Operations Committee. 
% Became Public Law 232, 84th Cong. 


& Became Public Law 608, 84th Cong. 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 








Business Organization of the De- | Subcommittee Report on Spe- | Procurement Task Force Staff 
tment of Defense (filed with cial Personne] Problems in the Papers: 


mgress June 27, 1955) (H. Doc. Department of Defense. Vol. I. Defense Procure- 
No. 196) (This report contains the | Task Foree Report on Military ment—the Vital Roles of 
Commission and task force re- Procurement. the National Security 
ports). Council and the Joint 
Referred to— Chiefs of Staff—Transla- 
Senate Committee on Armed tion of Logistics Programs 
Services. into Procurement Require- 
House Committee on Armed ments. 
Services. Vol. Il. Contracting Policies 


and Administration—OCo- 
ordinated Procurement. 

Vol. III. Inventory Control 
and distribution. 








BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
8s. Government Operations, 
Ss. Judiciary. 
Rt ee eee Armed Services, 
House 
2; ls BRED: dudes ocosecosausessnnuncsons Armed Services. 
Fa, ns WOT occaUeesnnenscesesssccenseuses Judiciary. 
SEP Et VENT Obl edcocnenceensecessaneseas Post Office and Civil Service. 
eb eG  culdénmesnnnesacccnecansees Armed Services. 
Depot Utilization (filed with Con- | Subcommittee Report on Depot | None. 
gress May 26, 1955) (H. Doe. No. | Utilization in the U. 8. Gov- 
170). } ernment. 


Referred to— 
Senate Committee on Govern- | 
ment Operations 
House Committee on Govern- | 
ment Operations i 


BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
i id Armed Services 
a Government Operations. 
NR, Rete eS ee A ere Do, 
NOI iiacc nd ceeorustiadcenaeeicneaedaaeesonstaios adie Do. 
House 
SL a Tat conlgk beeen bi eet ctenmedaan eikcade Armed Services. 
nn or cn Do, 
ee ec eaimeatnmants Do. 
a re ee ee eee Do 
a ace eacincss Government Operations. 
re ae areca Armed Services 


8Referred to Subcommittee on Reorganization, Senate Government Operations Committee. 
% Became Public Law 854, 84th Cong. 
% Became Public Law 245, 84th Cong. 
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Reports to the Congress and bills introduced to implement Commission 


recommendations—Continued 





Task force and subcommittee 


Commission reports reports 








Federal Medical Services (filed with 
Congress Feb. 28, 1955). (H. Doc. 


Referred to— 
Senate Committee on Labor and 
Public Welfare. 
House Committee on Interstate 
and Foreign Commerce. 


Task Force Report on Federal 
Medical Services. 


Staff studies and appendixes 
on file at National Archives 
(not published) 


Appendix A. Medical Services 
of the Department of Defense. 

Appendix B. The Medical Serv- 
ices of the Veterans’ Adminis- 
tration. 

Appendix ©, Services for the 
Health of the Public; Depart 
ment of Health, Education, 


and Welfare and other Agencies. 

Appendix D. Medical Planning 
for Total War. 

Appendix E. The cost of Federal 
Health Services. 

Appendix F. The Facilities and 
Beneficiaries of Federal Medi- 
cal Care Programs. 

Appendix G. Survey of Federal 
Medical Services in Five 
Urban Areas. 

Appendix H. The Role of In- 
surance (Special Committee of 
Consultants on Insurance). 

Appendix I. A Study of the Ac- 
tivities of the Federal Govern 
ment in Research Pertinent to 
Health and Related Manpower 
Problems. 

Appendix J. Mental Health. 

Appendix K. The Dental Serv 
ices of the Federal Govern- 
ment. 

Appendix L. Report of Subcom- 

| mittee on Education. 

Appendix M. Medical Supply. 

INTRODUCED 


BILLS COMMITTEE REFERENCES 


Senate 


50. dj Gnmaduntiiiogenimnbimmbein Labor and Public Welfare. 
0 eI ee Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Interstate and Foreign Commerce 
Armed Services. 
Labor and Public Welfare, 
hcbacndinkenane praia eeaweteadanine Armed Services. 
Labor and Public Welfare. 
Do. 
1 Do. 
sabieennincinhpunamiiaeabaeeauniane Agriculture and Forestry. 
Labor and Public Welfare. 
Do. 
Do. 
Do. 
Do. 
Agriculture and Forestry. 






Pp rn on MMMM MM OM MH TOM Mn Cnt EMD ED Ln 








House 
By Ey Sie edasnesaccsceccesatasmeaeed Veterans’ Affairs, 
iy Uh, Se  Siecsuncancaubabéaeneeaatal Do. 
See Do. 
i, Wes BRED Bi ceccccdincsiedeintt Do. 
Tig Sic Santi scishmsiuitien teil taatataiadctaaieiiadiiaialaae Do. 
BE, ths Uli Bs snunnceenneassaseenemibaaenn House Administration. 
Bs et hin ent cit cna neal iinleiat Do. 
2, Th, Teena ctdciimemniamananaaienalintin Interstate and Foreign Commerce, 
Bi dks Tee wckedndnn atbusmntbedesiien Do. 
S| See ecte eee Veterans’ Affairs, 
Ths Wks TOORé ciaddicndnisnmanaimmeaiidnmens House Administration. 


% Also implements recommendation in Research and 
7 Became Public Law 941, 84th Cong. 

% Became Public Law 911, 84th Cong, 

%® Became Public Law %3, 84th Cong. 


Development Report. 








10 SECOND HOOVER COMMISSION REPORTS 


Reports*to the Congress and bills introduced to implement Commission 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 





BILLS INTRODUCED COMMITTEE REFERENCES 

House—Continued 

JD, .o6 catnbocpabemebseenonadwae Interstate and Foreign Commerce, 

i hictbnnpin cee anebemeniaee Armed Services. 

dss eset aN Do. 

a ie enantio soma eleiel Interstate and Foreign Commerce, 

a aig bcc ini ainta eine ciiancaicas Do. 

on meme Do. 

ree aa ial iak ebeniiee iceman Do. 

OO eee Do. 

IIT casi toneenniineniptentoninnsth Do. 

as ee heciaiidanin saan Do. 

CO a ee Do. 

RENT 35a neh baie nna aaienets Armed Services. 

i ak ia cine metals Do. 

eo Sak a eheeeaaiineicgiriell Interstate and Foreign Commerce. 

IIIS ons sa esteaiciionin tniaeta seis aes toate Post Office and Civil Service. 

I iain oes tells niinaisinaiaatintaorinioeeiaiate Agriculture. 

I (rhs so iinsseascadnceecuienacirem aia Do. 

ea Do. 

Ds cacwndenniowinticnsn wane Interstate and Foreign Commerce. 

ts IID a sisctediihinceknith tim nisinae emma Do. 

cates dina eeinien am nalinuiic Agriculture. 

I iia daca ipeeidtamabineaditadaeiuseeiel House Administration. 

crit sin cel aah delta nai nena: Do. 

BS TI co ccrnccesim sats wi iinacatn Ininieanen ented Do. 

I a onan cota euceiaeis Do. 

IEE» iinincne iasakacdinin inhimisbiann tibiae Do. 

se et ot iw aneicane Do. 

SS acniinakedibesiminamneemadiane) Do. 

a ei ehigwincnisdnainiaaes Do. 

ON ion cad Hines ine dois hes aceniotnken neatbanits Do. 

SRE RENEE: Unacendcbcnccaseancnwodencum Cneee. 

aa oe a aS: Do. 

i cai tek antveduatninweieciens House Administration. 

Oe i tes ehh tieiccnananatrommaniinate a Agriculture. 

Sh re Interstate and Foreign Commerce. 

LS eS ee ick soenscastiiin Do. 

eh atl inl House Administration. 

a acm lcteactaaieediaatn Post Office and Civil Service. 

ince dl deine gieteandieteeeesaomiceacailial Do. 

Bn PIs NM iw ni estvinieeranicininiecasnincsbdopnaitisicanin inka! AN 

Is a I ac caioioelinctiicnideuaminehlapedaiealcnaonin Do. 

Ses a GN ich sdnccsoeeanansianencisibnebiiimesnicm Interstate and Foreign Commerce, 


Food and Clothing (filed with Con- | Task Force Report on Food and | None. 
gress Apr. 25, 1955) (H. Doc. No. | Clothing. 
146). 
Referred to— 
Senate Committee on Armed 


| 
| 
Services, 
House Committee on Govern- | 
ment Operations. | 
RILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
ii ecm cctbincbrekesaennednnhinnwene Armed Services. 
House 
Th. Us PO ciiminthcélbrstddahaniaasseud Armed Services. 
Rs al ie acids Do, 
I a le 0 
ees Do 
UU Ta”) aoa ines ape eae Do. 


# Also implements recommendation in Research and Development Report. 
2H. Rept. 2086, May 2, 1956; passed over without prejudice July 16, 1956. 


pt 





21 Became Public Law 497, 84th Cong. 
2 Bex i ublic Law 564, 84th Cong, 
3 Became Public Law 182, 84th Cong. 
4% Passed House Feb. 2U, 1956; referred to Senate Committee on Armed Services, Feb. 21, 1956, 





SECOND HOOVER COMMISSION REPORTS ll 


Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 


wa 





Task force and subcommittee Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 





Intelligence Activities (filed with | None.--....---...-...--.-.----- None. 
Congress June 29, 1955) (H. Doe. 
No. 201) (this report contains the 
Commission and task force re- 
ports). 
Referred to— 
Senate Committee on Govern- 
ment Operations. 
House Committee on Govern- 
ment Operations. 





BILLS INTRODUCED COMMITTEE REFERENCES 

Senate 

Oy TIGR 2 ccna nn cemietabsccstendddpeeced Armed Services. 

S: TE ccrtsounntdtecswdeddcd wwheseease Foreign Relations. 

De, WtRatthdsdece dbctiddidcdéddctvenstnee Armed Services. 

6, Ct TO Ro cite eee Rules and Administration. 
House 

H Livalliat ail igtatcd so bledsontainatnmaaadt Armed Services. 

H acs ati erie a eS Series 6 oe eT Do. 

I, a ea Committee on Rules, 

Hi Oe a a ee eee Do. 

i a Do. 

H. SS ee ne Armed Se vices. 

a eS ear ee Committee on Rules, 

ce; Se Gs SR ia ecw eanens Do. 


Legal Services and Procedure (filed | Task Foree Report on Legal | Volume VI of the Report of the 
with Congress Apr. 11, 1955) (H. Services and Procedure | task Force on Legal Services 
Doe. No. 126). |} and Procedures; appendixes 

and charts. 

Referred to 

Senate Committee on Govern- 
ment Operation | | 


House Committee on the Judici- | 


ary. | 
BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
Te eae te Government Operations. 
144 





m, Boel . . .c3cse -ecubaumenawnad 7 
Sree O cctuatooke ----------------- Government Operations, 
i, Se cs an ee ee ae ee Do 
House 
saddaeess Judiciary 
‘ Do. 
Armed Services 
Do. 
- ‘ . Judiciary. 
Rs cnanenddbteidvusasdtssdeewtouas Do 
Wiiattraceitia Government Operations, 





2 Referred to Subcommitiee on Reorganization Senate Government Operations Committee. 
%S. Rept. No. 1570, Feb. 23, 1956; rejected Apr. 11, 1956, 

% Became Public Law 161, 84th Cong 

37 Became Public Law 85°, 84th Cong. 

4tPassed Senate July 13, 1956; referred to House Committee on Post O fice and Civil Service, 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 








Lending Agencies (filed with Con- | Task Force Report on Lending | None. 
gress Mar. 14, 1955) (H. Doc. No. Agencies. 
107). 
Referred to— 
Senate Committee on Banking 
and Currency. | 
House Committee on Govern- | 
ment Operations. 


BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 


I tao dcr tslpiiihlncdtniaphsminth Banking and Currency. 

I a ce tia einin ceil Agriculture and Forestry. 

a aa Do. 

a 6 cereus Banking and Currency. 
CO ho acces iaied cenit een eeeelnanial Do. 

a cine ala seal ein eiedliaiinaalaeeldl Government Operations, 

a eee Banking and Currency. 

le ih aires matapiteinmeneenaieem Do. 

mel Do. 

OE eee Do, 

LON SOREL ALLELE PLL EG Do. 

crete Do. 

lida da. nepecinainpeinibincentabenueniaty Do. 

NOTES SES Ie ean eT ee Do, 

a cnet aeiainiinel Do. 

Do, 





i iain oni ngmidaliannistncteiencnea Do, 
a diab seilidade Do. 
ee ee Do. 
Do. 
Do. 





g 
S 

s 

Ss 

Ss 

Ss 

~ 

s 

Ss 

S 

Ss 

db 

Ss 

Ss 

Ss 

g 

~ 

— 

8 

SE SE Se nl eS eee aES Do. 
I a Do. 
SOE REM IM sa aa Do. 
i Do. 

CL ae e ae Do. 

a ainda Do. 

a Do. 

ce se a Do. 

aS ee ee ee Agriculture and Forestry. 
a i Do. 

aa ite Do. 

S, 25 Do. 

s Banking and Currency. 
5 Do. 

Ss 
~ 
S 
Ss 
8 
s 
s 
8 
Ss 
8 
8 
s 
8 


Do. 
Agriculture and Forestry. 
Banking and Currency. 
Do. 
Finance. 
Agriculture and Forestry. 
Do. 
Do. 





Do. 


a ci ni ha lca ian omdicaibbeincistaaiiiais Veterans’ Affairs. 
LET ica cuieubbnnndwnmeeidamaneme Agriculture. 

a a Banking and Currency. 
‘ a alain anal el all Do. 
I Do. 

3 | Sail aiaeeiiae Gone rae Do. 

4 a ae a Do. 

RI Do. 

ee Do. 

H 


. R. 6767 Do. 


® Became Public Law 88, 84th Cong. 

® Became Public Law 55, 84th Cong 

41 Became Public Law 268. 84th Cong. 

%2 Became Public Law 345, 84th Cong. Sec. 109 of this act makes the Home Loan Bank Board an inde 
pendent agency. 

3 Passed Senate June 11, 1956; to House Committee on Agriculture June 13, 1956. 

™% Became Public Law 347, 84th Cong. 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 





Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 


| 
———— 








BILLS INTRODUCED COMMITTEE REFERENCES 
House—Continued 
TERE: p pasevcenecdccndeeundeneliil Agriculture. 
LF cn nntnsisindcrmtcpvebniaanmaiantie Do. 
PE iincinccepecadsinsoniienditandd Do. 
DEAE EE nnd case ebegenaaiamiietniee Do. 
TEU, SEE aniaweveseesesnckengneees Banking and Currency. 
H Do. 
H Do. 
H Do. 
H Do. 
H Do. 
H. Do. 
H Do. 
ie Do. 
H. Do. 
H. Do. 
i. Do. 
H. Do 
H Government Operations. 
H. Do. 
H Do 
H. Ways and Means, 
H Do 
H Do. 
H. Do. 
H Banking and Currency. 
H Dy 
H Agriculture. 
H. Do. 
H. Banking and Currency. 
Bes 30s Sncadscudens atedeteitihtiet sacle Veterans’ Affairs. 
FS Oa Banking and Currency. 
IEE, diky: MNS sicectatocialendinilidanedusibbetebieadaieiiibiediiey Agriculture. 
Ii is A= ss ctaentipnnsahatnhan abe ileebieasasauaiare Banking and Currency. 
Me Fg ila toc ee D Do. 
Eh. Bb. MRM. ntcudsbscinivitainiemmeuens Agriculture. 


Reorganization Plan No. 2 of 1956 (Rejected by H. Res. 541). 


Overseas Economic Operations (filed | Task Force Report on Overseas | None, 





with Congress June 6, 1955) (H. | Economic Operations, | 
Doc. No. 175). 
Referred to— 
Senate Committee on Foreign 
Relations, 
House Committee on Foreign 
Affairs. 
BILLS INTRODUCED ® COMMITTEE REFERENCES 
Senate 
8, Com, Bat 03. .cscacésacccesesas Foreign Relations. 
6, Com. Bet, 2b Si. ccacsccccscces Do. 
House 
Bi. Com, Bat. SR. ssccescesseesans Rules. 
ee Ul ee Do. 





Tis INO: Wi ndicenimmsebictatibeieae Do. 
Bie As Dh ccckicincnbevinscetaanss Do. 


%s Became Public Law 809. 

%S, 3329 and H. R. 8247 (under Lending Agencies) contain a provision which would partly implement 
Recommendation No. 3 of this report. 

*® Agreed to July Il, 1956. 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 








Personnel and Civil Service (filed 


Task force and subcommittee Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 





Paperwork Management—Part I: | Task Force Report on Paper- | Correspondence in the Federal 


In the United States Govern- work Management—Part I: Government. _ 
ment (filed with Congress Feb. In the United States Govern- | Pursuit of Perfection—A Report 
21, 1955) (H. Doc. No. 92). ment. on the Need for Paperwork 
Referred to— Quality Management. 
Senate Committee on Govern- How the Secretariat Aids Exeo 
ment Operations. utive Action. 
House Committee on Govern- A Report of the Business Ma 
ment Operations, chines Group— 
Electronic Data-Processing 
Machines. 
| Electric Accounting Mae 
chines, 
“Other” Business Machines 
BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
DE ein A dcamecesnsitanen Post Office and Civil Service. 
SL fe ee Government Operations, 
1 EY ihadiceiansiannabbiatinisaidiminte Do. 
House 
Bs a aii irc ncita nasi hapeeiittatenteas Post Office and Civil Service. 
eT ea ee Committee on Rules, 


Paperwork Management—Part Il: | Task Force Report on Paper- | None. 


| 
The Nation’s Paperwork for the work Management—Part II: | 
Government—An Experiment The Nation’s Paperwork for 
(filed with Congress June 30,| the Government—An Exper- | 
1955) (H. Doc. No. 207) } iment. | 
Referred to | i 
Senate Committee on Govern- | 
ment Operations. 
House Committee on Govern- | 
ment Operations. 
BILLS INTRODUCED COMMITTEE REFERENCES 
None None. 


| Task Force Report on Personne! | None. 
with Congress Feb. 14, 1955) | and Civil Service. 
(H. Doc. No. 89) 


Referred to— 


Senate Committee on Post Office 
and Civil Service 

House Committee on Post Office 
and Civil Service. 








BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
8. Post Office and Civil Service. 
8, Do. 
8. Do. 
S, Do. 
8. Do. 
8. Do. 
8, Do. 
Ss, Do. 
S. Do. 
8. ; Government Operations, 
ib aINNE nla sth acnislabhesinssdisbiabaecslaseinerti atime Post Office and Civil Service, 
a oe Do. 
PI fos id icine At bbh ta wd Do. 
Ne a a Do. 
ik a Do. 
a a a Do, 
Ss. Do. 
8. Finance. 
8, Judiciary. 
Ss. Post Office and Civil Service. 
8, Foreign Relations. 
a a ai an os Bu Post Office and Civil Service, 
i i MO, Bea ceddteintt acaba Gdbtadinidinitbirnt Government Operations. 


? Referred to Subcommittee on Reorganization, Senate Government Operations Committee. 

” Became Public Law 705. 

% Superseded by S. 2364. 

% Superseding 8. 1928; passed Senate July 30, 1955; H. Rept. No. 1874, Mar. 13, 1956. Passed ove 
without prejudice July 16, 1956, 

# Agreed to on July 5, 1955. 

41 Became Public Law 68, 84th Cong. 

@ Senate Report 1257, July 29, 1955; 








rereferred to Senate Committee on Post Office and Civil Service, 


@ Became Public Law 828, 84th Cong. 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 


ee  -.’_O_C}C}.O}R.? SO ee OO 


Task force and subcommittee Staff studies and appendixes 
Commission reports reports on file at National Archives 
(not published) 


— Fh ——_.”_?_E?I} IOOC(.IONO 











BILLS INTRODUCED COMMITTEE REFERENCES 
House 
BD. Gk Mi. cctennessioéasmecemmns Foreign Affairs. 
H.R Post Office and Civil Service. 
H. R.6 Do. 
H, R. 65 Do. 
H.R Do. 
Bn. Be Do. 
H. R. 7 Do. 
H. R. Do. 
i. ae Do. 
aR. Do. 
H. R. 7: Do. 
TE Te sp ccctnsnadnusnmeinannndna Do. 
Ph, We. SE cntthetenes crnnncinmdamundas Do. 
OI Iii BM ote seaslih int dta cage iaasiineg nein aaa Do. 
ae, See a as Ss coe aes Do. 
i, We. Pele dacencanobanteoctcaseansaumens Judiciary. 
eT rt OO eae Ways and Means. 
ih ee. We te oi Ee ee caouabanned Judiciary. 
ey eR a Ways and Means. 
OE. Ti, See conabanteoud tcenis aan eineasaann Post Office and Civil Service. 
Ty. Ib WE. pidraddaptbennaabamsaniibagl Do. 
TR ee nn Do. 
ihe dais See ckad de nani celeb edeeannmanineies Do. 
| EE a ee aes Do. 
ee ee Do. 
Es iy LA acivadcecubcontoudscammanmmnt Do 
Bg Mi, ME dxiicncinedainehans dimcouditen cst Do. 
ee Re a es Do. 
es >lUlU eae Judiciary. 
I a ST acai ih eal Do 


Real Property Management (filed | Task Force Report on Rea. | None, 
with Congress June 13, 1955) (H. | Property Management. 
Doc. No. 177) 
Referred to— 
Senate Committee on Govern- 
ment Operations. 
House Committee on Govern- 
ment Operations. 





BILLS INTRODUCED COMMITTEE REFERENCE 
Sena ¢ 
Armed Services. 
Do 
Government Operations. 
Do. 
Do. 
Do. 
Do. 
House 
BB. B. Maciel Armed Services. 
| EE ree Ea Do. 
Bi, hs FOND is wissen epcaiicnimaialdaiga dab Do. 
ee: YRS Se ee is Fe Do. 
ot, Th, Tees dddsiddnttladliesenendukdcaaen Do. 
ie he aS Government Operations. 
BBs dh. BE si. bash asalidscbieeeetommenee Do. 


? Referred to Subcommittee on Reorganization, Senate Government Operations Committee. 
“ Became Public Law 22, 84th Cong 

* Became Public Law 854, 84th Cong. 

# Became Public Law 801, 84th Cong, 

@ Became Public Law 304, 84th Cong. 


23001°—58_S. Rept., 85-1, vol. 1—— 28 
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Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 








Task force and subcommittee | Staff studies and appendixes 
Commission reports reports on file at National Archives 


(not published) 





Research and Development (filed | Subcommittee Report on Re- | None, 
with Congress May 31, 1955) (H. search Activities in the De- 
Doc. No. 174). partment of Defense and 
Defense Related Agencies. 
Referred to— 


Senate Committee on Armed 
Services. 

House Committee on Govern- 
ment Operations. 


BILLS INTEODUCED # COMMITTEE REFERENCES 
Senate 
ka ae Post Office and Civil Service, 
IR iccanlaat lashed esaiihanirsna deat seraraeeniodnrsatemnaicied Do. 
House 
I a 6 Se ee a Post Office and Civil Service. 
ene Do. 
nena Do, 
Ro omens Do, 
H. R. 11575 8__._.. % .-.--. Armed Services, 


Reorganization Plan No. 1 of 1956." 


Surplus Property (filed with Con- | Task Force Report on Surplus | None. 
gress Apr. 18, 1955) (H. Doc. No. Property. 
141). 
Referred to— 
Senate Committee on Govern- 
ment Operations. 
House Committee on Govern- 
ment Operations. 





BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
I ts asta ietoibcboiingeibgunmndanapume Armed Services. 
A aacigtcdadekaahin wis abenwnidibmbinnp an Government Operations. 
ae na aldara ciealall ina Do. 
a at ei esctlia Ra tinsbiacinapinecdaio ashlee Do. 
a cea hccatnasensiabiiabicreskneoneicainadiaareialbebtnds Do. 
iat cri iakiain darter isteaeualical ide Do. 
a teeth tahehicelesaipeisetniiten schists Do. 
House 
oi ected ettiehahucicoteanbineinten Government Operations. 
icc ck toe insdnncusinwninateinwision Armed Services. 
i CEI arcsec seen insincere Government Operations. 
I a ce iat naan Armed Services. 
it iceeiotniiindcimempinaedinnt Government Operations. 
Eh, Me 4a a0 Do. 
H. R. 7339__.. Do. 
H. R. 7855 #.... = Do. 
Se tadncdicinidetipenlipimnncciampntamaiinson Do. 





@ See also 8. 2925, 8. 3252, H. R. 8556, H. R. 9013, H. R. 9014, H. R. 9186, H. R. 10905 (under Federal Med- 


ical Services) which also, in part, implement recommendations in this report. 
# Became Public Law 854, 84th Cong. 
® House Report 1857, Mar. 7, 1956. 


& Passed House June 20, 1956; referred to Senate Committee on Post Office and Civil Service, June 21, 1956. 


® Passed House July 2, 1956; referred to Senate Committee on Armed Services, July 3, 1956. 
& Rejected by H. Res. 534. 


& S. 2247 was superseded by S. 2367. 8.2367 and S. 2478 were superseded by 8.2591. 8.2591 passed Senate 


July 30, 1955 and was referred to House Committee on Government Operations, Jan. 9, 1956, 
# Became Public Law 61, 84th Cong. 
® Became Public Law 655, 84th Cong. 
® Became Public Law 971, 84th Cong. 





SECOND HOOVER COMMISSION REPORTS 17 


Reports to the Congress and bills introduced to implement Commission 
recommendations—Continued 











Task force and subcommittee | Staff studies and sogensee 
Commission reports reports on file at National Archives 
(not published) 
Transportation (filed with Congress | Subcommittee Report on Trans- | None. 
Apr. 4, 1955) (H. Doc. No. 125). portation. 
Referred to— 


Senate Committee on Govern- 
ment Operations. 

House Committee on Govern- 
ment Operations. 


BILLS INTRODUCED COMMITTEE REFERENCES 

Senate 
DB, TO Biccctancdscscattbédinnsetadtedion Interstate and Foreign Commerce, 
1, SEM ccemstuitenenceesitiaticetnamaeeanmiiaanice Government Operations. 
ik SIOE Wisipiintsitiiaindschenessciatandibndatinds soieibaniedinedbinieds Do. 
RS a eee Do. 

House 
TTD: i. ciucccntiicodhbbanenibatios Armed Services. 
 & gC SR a) ee Do. 
TE, Six Glinédicunuduconcactamahontedaile Government Operations. 
fe , RR ee ae eae Armed Services. 
/ RRR OE I Do. 
Bil ‘ic: is wiknstecimnailiciascanitiiinaandaaaetes Government Operations. 
H. R 5 Do. 
H.R Armed Services. 
H.R 


% 5 Government Operations. 
H. Res. 118 © Rules. 





Water resources and Power— 
2 volumes (filed with Congress | Task Force Report on Water | None. 
June 30, 1955) (H. Doc. No. Resources and Power, 3 
208). 


5 volumes. 
Referred to— 
Senate Committee on Govern- 
ment Operations. 
House Committee on Govern- 
ment Operations. 





BILLS INTRODUCED COMMITTEE REFERENCES 
Senate 
Ot OG. ..nctsascinadabieandnneaintadbed Public Works, 
Eh, il Oinancastudputbnendtoowsnatheaats Do. 
Ee Gen dcondskibcastnttnieedesuiabn Do, 
— RS ee Do. 
House 
| me ee ee ee Interior and Insular Affairs, 
ss Ge ckicacncdacckaieoeesieatabet Public Works. 
H ii cacthcasgunstieiaiietintnilaidainbittestsisbpaaheiheaes Do. 
a; - Do. 
H, f i “ Do. 
Ai. Wis ecesconquilinisedibidenmmaioinn Interior and Insular Affairs. 
REE. SE PER ee Public Works. 
iin: die SET neceretnauminetinaninnenniaainian Do. 
Ts SE. HII anccemiadaiatecatedtanieacemscamaiines Interstate and Foreign Commerce, 
Be Be BEEN cductccuabueninaanininetiaiin Do. 





2 Referred to Subcommittee on Reorganization, Senate Government Operations Committee. 
* Became Public Law 538, 84th Cong. 

* Became Public Law 245, 84th Cong. 

* Agreed to on Feb. 2, 1955. 

")Became Public Law 660, 84th Cong. 

® 8. 890 passed in lieu. 
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TABLE III 


SPECIFIC COMMISSION RECOMMENDATIONS WHICH EACH 
SENATE AND HOUSE BILL WOULD IMPLEMENT 


SENATE BILLS 












































Bill Author Commission report Recommendation No, 
Rs i iiciecpebenaiinss Beall and Payne....| Surplus Property-..........-..-..- 9. 
| Sac McClellan. .-........ EET: See footnote 1, 
6. C50 .nétaneoiiw Sparkman and Ful- | Lending Agencies............-...- 9. 
bright. 
B, BOG ncatinctpesis Martin (Pennsyl- | Water Resources and Power--.-.-.- 1 (c) (in part). 
vania. 
B. O68? .cdccnentten 0 eS Lending Agencies................. 28 (in part). 
B. CORR ccuiecaeee McClellan.......... Business Enterprises_.............| See footnote 2, 
BS, I01B...ccsbcecus PFU... cnnconndah Legal Services and Procedure nthe 52. 
©. SIR .scssenewes Ellender (by  re- | Lending Agencies...............-. 22. 
quest). 
OO Oi ite etenintaliees McCarthy. .-....... Business Enterprises..........-.-- See footnote 2. 
Bho SU ccscineitnncetinten! Humphrey (by re- | Surplus Property....-.-.--.--..---| 9. 
quest). 
i ae ee | GE ose ceamebaes Research and Development.-.....- Task force recommenda. 
tion 10, 14, 
OBIE cccondcsbee Russell and Salton- | Intelligence Activities_............ 1. 
stall (by request). 
6: TOP...ncacaneaeas Humphrey.--.-....--- Federal Medical Services.........- Task force recommenda 
tion 25. 
8. I gE al Paperwork Management, pt. I...| 1 (task force 16), 
8. 15 DCCA... .ccccansi---<- NE Miailecirncswagets ainkighimdeenitath See footnote 3. 
8. Kefauver Legal Services and Procedure. .... 52. 
8. Johnston Personnel and Civil Service......- 8 (b). 
8. COTE, -cocescancueh ieee SIND oad tisiadbaameiaennedin 8 (b). 
8. Sparkman Lending Agencies...........-.---- 2. 
8. oa tontipctbomamennstieiil BGR ar kcdicanckedymonsknenens = (b). 
8. WRENS... wcccncedshosees BOs o sedkicesncedjonencancenae 36 (c), 39 (a). 
8. Magnuson. ......... Transportation icananeemuanaiginas 7 7 ts) (b), 10. 
8. OS Ss Surplus Property - .........0<--<s- 4, 20. 
8. Canehart..........<<- Lending Agencies................. 21. 
Rh, TBUR....arinnngeilosncs GOS... cscnsabcnecel~taiy Dlnd encsdo<cokehecsninenneshe 1 : 
Sd Ben dedi ococs GS wacasacesceee a a 7 (a). 
Ie Binal tesiedivmndonnadl COG. wnanscsnaceleied NG ciccounecssdbeccdusenanuae 13 (in pert, 
1, FEN acpi cites Lincinang! BOT. ntenndticnatl teh i ite Selec sa acimeli sania dihaieiniesline Do 
hy ee soctaaisctives in ceow GOR ccctwateiialeh deo oi et nndadlnsoudamninaaty 4. 
OD. nc ccnth ds benest Oo accicenncentle eet = edit icinapestinnn oslgite winestipicamioitns 3 (in part). 
fe Pi cithersdmaedelwacas ae I oo acim ible 2. 
8, NEL, << ntismipsstacitoatn egsonnal and Civil Service....... 6. 
i SE te ante lensed BD. ckdsonnnaeuen ee oe entnct tp acnhpiaa 8 (a) 
Dh, eR chiatboodien occas BPD ocemcunncisep ey ahey PE Rabvadhcosccgconapennndiy 10 (c) 
SE catinnn niki aconl DO ii icnasmeuitlacndll A, dhinceiencanagidmntinnaneee 11 
a cinicattnnbateiniial TO  <nsdiceacnabinaniacenal iin in ahdiaehalapnasianpeiaienesil 12, 
SD, DEED -nntiasantiloocss BDiincinncdacedbinesGil tian adiceswemesmioninawn sme 13. 
DB, Fi ocnctbancnsslonnce cnt aceeniitne aid I. Min sic asain edna sedate sna 14 (c). 
8. Kennedy__..........| Real Property Management. .-...-. 9 (b), 9 (d), 
8. Smathers for Depot Utilization.-...-....------.- 2 (a). 
Kennedy. 
8. .-do Real erry Management. -..-..- 10. 
8. Business Enterprises. - ---+| 13 (Cc). 
8. Paperwork Management, pt. vente 
8. Depot Utiitation............-..)- 2 (b). 
8. Transportation.......---.-...cc<n- 20 (a). 
8. Surplus Property - -.---------- -| 4, 20. 
8. Real Property Management-.-...- 2, 3, 4, 6, 7, 8, 18. 
8. Budget and Accounting...--.-----] 10, 11, 12 
8. Water Resources and Power-....-.- 13 (in part). 
8. Federal Medical Services......--.- 7. 
8. 6 (a), 7, 9, 10. 
8. 15, 16, 1 
8. 23. 
8. - 
8. 13. 
8. 4. 
8. 39 (a). 
8 13. 
8. 20. 
: 21, 
19. 
15. 
12 (in part) 
1, 3 (in part). 
(in part). 


See footnotes at end of table, p. 68. 





SECOND HOOVER COMMISSION REPORTS 63 


Specific Commission recommendations which each Senate and House bill would 
implement—Continued 


SENATE BILLS—Continued 





























Author Commission report Recommendation No. 





re FO ee Lending Agencies..........--....- 36 (c). 
eidconwnmna hades do s Lecdhnaececcel STEEN tech eechchbocosseocct Gs 
Business Enterprises.............. 20 (ec). 
Depot Utilization ................ 2 (b). 
Real Property Management. 2.3, sf 6, 7, 8, 13. 
Depot Utilization... - 2 (a 
Real Property Management... 9 th), 9 (d). 
Business Enterprises.............-. 13 (c). 
- Ssetelgenasbsutebecebacense : (d), 5 (). 
Se peabGSaeSEnAabeE 20 (a). 
easeeus 11, 
Surplus Property __ - seaescl Ge am 
Real Property Manacement......- 10, 
Budget and Accounting. .......... 10, 11, 12. 
Federal Medical Services.......... 15, 16, 17. 


23. 
: (a), 7, 9, 10. 


6. 
10 (c). 
8 (a), 


8. 
sO nanhabebanadeshtieebeb ene 2, 8, 6, 8, 11-18, 49. 


bs weeeeeeeees [ison MES oor ele. ch ccausaanante 2, 17, 21-28, 31-49, 51, 52, 
hens ; 9, 10, 18. 


$2. 
sb easennecegnn Gia wn vars npencasehsenecssdcnacl BRA 
28, 














nm nnn MND aMMEMMaMMMmmMmMmmM Mmmm mmm mmMmmmmm mmm mmn mip 
a a rd nf : 




























Te mateehiercetsdepetecaiieus sucedey Business Organization of the De- | 8, 9, 10, 11. 
partment of Defense. 
I  acanncnin wanes Seiden tinal --d0.. sacel Aaa 
2540...........-|.....d0...............| Legal Services and Procedure....- 2, 3, 6, 8, 11-15, 49. 
ic cod aenaette caeemetats i ts le eied sa ianstailinn 2, 17, 21- ~28, 31-49, 51, 52, 
a acnaincinaa, Kennedy ‘and | Surplus Property...-.--.--------- 4, 20: 
Martin (Iowa). 
aia Smith (New Jersey).| Intelligence Activities.........-... 1 (b). 
Maca renaducescessee ee By ll, 
iy Meee cunecwwene .-----| Lending Agencies. -... 33, 34. 
Dh Si bkcunineowtae Johnston (South Personnel and Civil Service. 4. 
Carolina) and 
Carlson (by 
request). 
Oe enact Smith (New Jersey).| Food and clothing-...............- : fe 
8. 2677 mares and A Arner es Jeers 
Sf ee eS ST eee bedaduetGudene.(dvccweaumaian = 
S. 2879............|.....d0.........s<-e--| Personnel and Civil Service......- 16 (in part). 
i Se a cnewenseudlantns S -d Do 
DMO lsthneseowicclsaces x (a) tb). 
8. 2738 Acsinadensesataadaelt cane = 
a I a 12 
8. 3 SES J cdddatnadeaieal 21, 22. 
8. ‘ Mrs. Smith (Mi aine) 5. 
and others. — | Federal Medical Services.........- 25 (b). 
ae ae NE, «occ cnnwil én a icidadinedasinswaad 16 (a). 
8. $123......d.2/0)) Rvewell) Selton- .. ...\ egsj@ealics goauusith L ..u. 2285.2 4 (in spirit). 
stall. 
he Pa ceca ee pair ibedtiadns as BRL ad chunncnunninadnittiian 27. 
B. S184. ccd Wi Janteia,.Bmith ... -- 1 SVIsGe i ee is thcewwsewwewewa 21. 


(Maine) by 
request. 

S. 8176. ..wccebdsid Murray and others..}.... GB ci dass ceccewwwstsu sd Task force recommendation 
No. 19 (in part). 






8. % Payne and others...| Budget and Accounting...........| 3-7, 10-14. 
8. Purtell and others...| Research and Development.-..... 5. 











Federal Medical Services 





ae 25. 
GT sch cocuaaad Johnston (South Personne] and Civil Service......- Task force report, ch. IV, 
Carolina) and point 7. 
Carlson. 


See footnotes at end of table, p. 68. 
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Bill Author 
i 
ORR i can Smith (New Jersey). 
tee Bh oe 
i clean ai cemael Rae cae 
> See CR 
eee EE aati, 
at es 
is a diccascensnaceeusel monte EN Slate ape eten 
Sh at csiniteinisissrisentcaataabatl ial <beeseomieoe 
is Wl encitsimecamtt noel OE alah aalions 
SR cccisriainantitinact uct RAI scr: ccoctemmibecani 
i I sacisccisireonintancnl oss cd pra ae cae 
Be I actoisiniicentoct ttc call do geet OE 
iota’ Kennedy, 
Humphrey, 
Thurmond, 
Cotton. 
ii Hill, Kennedy. ._- 
NS RS, RONG os oo sacee 
a Aiken and others_-. 
ess ictnimebina Kennedy and 


others. 
McClellan 


mM 








Commission report 


om ogtiinndittes 
Oe a 
Budget and Accounting.........-- 
Real Property Management 
Lending Agencies..._...-- 


eee 


ment of Defense. 


Overseas Economic Operations_.-__} 





Surplus Property 


Legal Services and Procedure__-. 


Business Organization of Depart- | 











Recommendation No, 





| 94. 
| 47. 
| 46. 


40. 
General objectives of 2, 22, 
9 (a), 9 (¢c). 


3 (in part). 
38. 


| 17. 


23 (in part). 

Task force report, p. 137, 
recommendation No. 3. 
Task force recommenda- 
tion No. 19 (in part), 

9. 


31 and 32 (in part). 





is icdndccauanaan Mrs. Smith Personnel and Civil Service.__.._- | 16 (in part). 
(Maine 
Oe iia acs! Russel] and Intelligence Activities.......-.....| 3 (a) (b). 
Saltonstall. 
ae a cnet ............ Federal Medical Services..........] 27. 
BE ccicevaccntnmend Kennedy and Budget and Accounting._.....---- 2, 4-7, 13, 14. 
others. 
a i ee Federal Medical Services_......._- 23 (in part) 
Be I  icsineeecinstaccns Hill and others do Stee 25 (b), 27; task force report, 
p. 75. 
SS ee Martin (Pennsyl- Water Resources and Power....-- 13 (in part). 
vania) | 
Sa Murray, | Federal Medical Services.._....._- Task force recommenda- 
McNamara, tion No. 19 (in part). 
Bender. 
coe ie is Caen Research and Development. ___._- Task force recommenda 
tion No. 14. 
i cccccate nese McClellan_.........] Legal Services and Procedure. -..-- 9. 
es Bi ceitnsensmnests Magnuson_.....-..-| Federal Medical Services..........| General objectives of 25 (b). 
a esti aeniniemeibomnel Task force recommenda 
tion No. 19 (in part). 
ie cai! Magnuson and | Water Resources and Power --_...- 1. 
others. | 
A icrstiiicencicninnes Mrs. Smith (Maine).| Budget and Accounting -........- qe 
Bd < OE. Mowe Humphrey and | Personnel and Civil Service_.....- Task force report, p. 121. 
Stennis | 
i; Se eee, IO... ..nc.) IL... cccceusone Business Enterprises.......-...--- 17. 
8. J. Res. 199*__..| Knowland__........| Budget and Accounting-.......... 10. 
S. Con. Res. 2....| Mansfield and | Intelligence Activities _..........- 1 (b). 
others. | 
8S. Con. Res. 82...] Martin (Pennsyl- | Overseas Economic Operations....} 1. 
vania). 
SG; Res; 208" ......2. DEINE once ccnaael a atsetd NL <.dicnat doteisebthuccsanewes 1. 
| 
HOUSE BLLLS 
Oe a ecincNN eical th ANE jeerheeecceeanaaceinemaneencaial 
Be Bo acccctsh Hoffman | Business Enterprises..........-..- See footnote 2, 
(Michigan) | 
ones | eae Lending Agencies ............-... 9. 
sere I i a ene te Business Enterprises..............| See footnote 2. 
eee EN ats ae ces is | Water Resources and Power ...-.- 1 (d) 
Bes tee STOO anauecs Frelinghuysen __...- | Federal Medical Services  ..-.---.- 7. 
By B88 cccaccs. Brown (Ohio)_._....| Progress Report.........-....--..- See footnote 1, 
Bas Bes DONO sn dndial Dawson (Illinois) WOO s ease ct Atte Lac eset tees Do 
Sey ee OD wcsaced McCormack Surplus Property -.....--....-.-.- 8 (a) (d), 9. 
Ha. Be, S008"... cc0s OG cosas Business Enterprises._........--..| 13 (b) 
Is OOO ccasocs ee, ee Water Resources and Power -.-..| 1 (c) (in part). 
H. R. 4008 ......-. NGS on ccnendedkse Surplus Property . -_ ........s.<- 9. 
Ty OME cnuetcd EES en a Federal Medical Services -..---- 7. 
Be BOE ccccecctoccad Mi hictascsiacceal, cced erases hneacueesll 7. 


See footnotes at end of table, p. 68. 





SECOND HOOVER COMMISSION REPORTS 65 


Specific Commission recommendations which each Senate and House bill would 
implement—Continued 


HOUSE BILLS—Continued 


























Bill | Author Commission report Recommendation No. 
H. R. 4660 ......- | Dawson (Illinois) Surplus Property -.........-.....-- 9. 
(by request). 
A scones TECUNGE..5sa0cGanas Personnel and Civil Service......- Task force report, p. 137, 
recommendation No. 3. 
7. B. OO ccccce LOS: Lccacssaddous Federal Medical Services -....-- % 
H. R. 5168° .....- COME ib cccédccssuus Lending Agencies ............-...] 22. 
a, i. BONE «seul PI Om hcaccc cman Surplus Property-..............-- | 9. 
me: 1. 8806 .ceccs REE} dccenasaséa Water Resources and Power ---..| 1 (¢) (in part). 
et, SD “acened aera A SPEONNE..b. cenncnucnem Be a i ee Re Oe Do. 
BI. wane PT WS cage Intelligence Activities...........- te 
H. R. 5799 .......| Wickersham_....... Transportation eta apa | 9 (d). 
8. 6A67 ....c [eae | Federal Medical Services —..-.-- 7. 
a ie. GO \ixceene | Johnson Water Resources and Power ....| 1 (¢) (in part), 
| (Wisconsin) 
a A einai Byrnes (Wisconsin).| Business Enterprises_......----..-- See footnote 2. 
mm: Wh, Ge ccascsc | Thompson (New | Legal Services and Procedure.....} 12, 51. 
| Jersey) : 
BB: G8 sccees UB, to cack aebeasen OAs lasitht cocs tecegee 6, 8, 9, 11-14, 18. 
i i CLE cecasckt EMC b ane ncemaee edparkiduet Sea bMheien bbusccdccccce | 9, 10, 18, 
We Gl cauand Bee sssu amaiien "TRORSDOT AION. wievded.0- oes suse 2. 
| Depot Utilization ...............- Task force legal recommen- 
} dation (b). 
| Thompson (New Personnel and Civil Service_..-.-- 8 (a). 
Jersey) 
LD. daa bu dee eueen Evaiaot We abedabiiahetetiucs dovemeae ll. 
JU: | ccnsaccoecs evan ly base Ueichbasi be tbaddsees 14 (ce). 
Sst: AA dn ao noe ae/ennell pf tiiath ieieth Me beceveannesucs | 6. 
1 ieee 5.2 2o5% _....| Business Enterprises...........---] 1. 
Sache cos Lending Agencies Seanad 12 (in part). 
oT PE nines do. SJ a eect dw eed’ awelst 4, 
PUREE dusowaucnnouiogt | GOs. bas0 tube taticsciseures 3 
easiniiee dc wwewwiceunet, Bedi ah ccmiaistcarei 20 (a). 
ple ed chrivewiainanliiains | Lending Agencies_............-.-- | 3 (in part). 
tp UE Lo daadedehes ks Hu BEC inst Sethacvedscad’ 1, 3 (in part). 
Re ae | Business Enterprises... pide 4 (d), 5 (f. 
EET). acim aeehilinid | Depot Utilization. _....--- o6seuwel, ee 
pe: Op nee see ce ee 4, 20. 
GQ. ic <c-cccco- | LONE AON... 3 .4..-.066050- 15. 
So accbeneeeeae s6O.1. 20% Sule cboococcommmpetlt Tal 
nage dandacunmenen | Business Enterprises_._.......--- | 13 (e). 
ee “eee EE EE ee heeeeit | 3 (b). 
ei | ET fs anal aawmansieneiie 3 (b). 
Gk San kaed cease Lending Agencies__--- . one 13. 
i cones alae Business Enterprises 20 (ce). 
ViROOR ih cornea Intelligence Activities__..........- 1. 
i) BIONIC. .ccccencus ey, ees 20 (a). 
| Gentry ccc keskan Depot Utilication...............- 2 (a). 
en eS 20 (a). 
.| Fisher. ..... ..-| Federal Medica] Services_.......-- 23. 
Hotfman (Michi- Business Enterprises_........-....| See footnote 2. 
gan). 
| ER da seneeuee Budget and Accounting-.......-- 19. 
Ce Laoue sncaleteieinl Pi ee sebteneidhesbnecssencnaay 19. 
OE. 3 Uist scconas Real Property Management ---.-.-- 8 (b) (d). 
os Savese ithe smtpd. Jutta lel «hcacconcoened 0. 
.do peehene i tir ets bnstenanily Accgncrsumveeaiin 2, 3, 4, 6-8, 13. 
Frelinghuysen. -...-. Budget and Accounting.........-- 10, 11, 12. 
..| Brooks (Texas). .-.-- Surplus Property .....-.---..------ 9. 
| CORIINT sc cceeeas Lending Agencies. ..........------ 2. 
ila BG. j concoccccce> loli tds andeuebaleeehiawees enamel an 
Pa caseasecs ein um sh: auebatll abcacensoewes: 32. 
Pos! VU bya eh oe es on Adie ttaaccuaenmpous | 24, 25, 27, 
a i ete a Real Property Management. ----- 10. 
sits bee wasn Depot Utilization sowelh Tes 
we do..............] Business Organization of Depart- | 8, 9, 10, 11. 
ment of Defense. 
bweed do..............| Transportation siclihaseianhipememainaesd SR 
| anal do..............| Real Property Management--.----| 9 (b) (d). 
aiid S dens teteinonsbaiealss Business Enterprises.........-...- i. 
picauee Gs debscnackeinn Lending Agencies..........-..-..-- 37, 
5 oii MN Ss ak ssdoasencior nae 20. 
enna i. J. cmnsancncaeee 1, 3 (in part). 
ce ee ae do 2. 
pani SC icnnenntina ana 3 (in part). 
Citisdatnntanbenbeie shade 19. 
cies AE cc oicalaacetbicaacall SR 12 (in part). 
ic cs comaub bmn ..-do 11. 
Tt desanenustinonalaiived do | 4. 
AEM desi stxneenene Racial do 7 (a). 





See footnotes at end of table, p. 68. 
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Lending Agencies_................ 13 (in part) 
ae ape nent cceenl Bonen Do. 
e do. 


Depot Utilization __--.-- 
pace Enternrises 
Tending Agencies. ...............- 39. 

Real Property Management_......| 2-4, 6-8, 13. 

Transportation ____ 20 (a). 











be) tatoo et oto bo oo i 
kk ek a a ak ak ack ck 


























Budget and Accounting a 11, 12, 
Surplus Property... .............- 4, 20. 
Business Enterprises............-. 20. 
-do_. reqabaasncesaes 4 (d), 5 (f). 
Lending Rass”! -. 
do acetic 5 (ce). 
Federal Medical Services... aasaaeonse ine 
BR We conte Ce Dinwate cutee e: 
Meek oe 15, 16, 17 
Business Organization of Depart- 12 (b). 
ment of Defense. 
Personnel and Civil Service_..._.- 8 (a). 
H. 10 (ec). 
H. 14 (c) 
H. 6. 
H. ll. 
H. 12, 
H. 13. 
H. 6 (a), 7, 9, 10. 
H. 45, 
H. 44, 
H. | 23, 
H. | 43, 
H. | See footnote 2, 
H. 9, 10, 18. 
H 2, 3, 6, 8, 11-15, 49. 
H 2, 17, 21-28, 31-49, 51, 6% 
Hi Business E nterprises_ 11. 
H. Intelligence Activities. 
H. Lending Agencies._...............| 
H Federal Medical Services__......-- 23. 
H Lending Agencies ___. scan a 
H Personnel and Civil Service...___- 13. 
H Se ae ee ee = oa oak ae 8 12. 
H Federal Medical Services_...--___- 1 
Ht <2. SSkssaS5 Intelligence Activities............. | 1 (b). 
H. R. 7619° -------| Murray (Tennessee) | Business Organization of Depart- | 12, 
ment o! Defense 
Personne! and Civil Service___...- | 4, 
Research and Development .....- . 
H Hiestand_........... Business Enterprises_............- | 11. 
H ele scccscccsnes Food and Clothing. ..............- 1 (g). 
BE On eden caahi scatters Budget and Accounting........... 18 
Bey By On connesdacedll ee ee Re OL aes 
FE AD ee eee that onenes nee Personnel and Civil Service...---. 16 (in part). 
H. G6 atetacccanemets do_- : Siessbeees 0 
H “Hiestand......------ Budget and Accounting. ...------- 18. 
Bt, Be. FOND. cdot Nk lt. + chwonbesecs Personnel and Civil Service_....-- 16 (in part), 
H. RB. 7600.......2}-.i+- OO. desscasceneuay a. < ihiweeone 
re} ae eee OP. ssccncessccce Budget and Accounting...-...---- 19. 
H. do_.............| Food and Clothing ............... 1 (g). 
H. ‘Frelinghuysen - .-.--| Intelligence Activities............. 1 (b). 
H. Chureh ............ | Business Enterprises.............- 21, 22 
Ei, BR. 7706 .ccccecch ot OD. ossnccreccess 1 a8 bbs ccs cocectheccuteeuewn 12. 
Bethy F00t canmencclveselts eabasodsourcoves “SEES & 8 err 20, (a) (b). 
H, OU he ee Re, cebcabubsdunveubesdss } 10. 
Ba, BR, 7700. ccsccde) ene ee Ee PS Selec co tn th bebiaSeCUSceuTsR 10. 
i eet ‘do oe... ete cb eomen 1, 22 
SR ccc tha like ae Eee nes ee ee 21) (a) (b) 
H.R do Be ee ee eee 12. 
H.R Surplus Property. _.......-.---.-- 17. 
H.R Federal Medical Services_.........} 21. 
H.R Food and Clothing-...............- | 1 (b). 
H.R | Budget and Accounting.........-. General objectives of 2, 22 
H.R Lending Agencies. _............... 26, 
is is ONO cece c helo o OR dcces esate eeu {53545 d 35, 
ch % See ee ee 47. 
H.R 40. 
H.R 9 (a), 9 (c). 
H.R 46, 
BR ieinctcc hn LO ecg cme ccccc Meee d 36 (¢). 
See footnotes at end of table, p. 68. 
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Bill Author Commission report Recommendation No. 
HH. R. 8244.......- Mrs. Church.......- Budget and Accounting. .......-.- 24, 
Bi, BR. GO45. .nnchh bs: @. cccocconccces Business Organization of Depart- | 13, 
ment of Defense, 
Bi, BR. 8006. .00ch.o ee Lending Agencies. ...............- 8. 
Bi, BR. BBET. cacccac!shnn> GOncencotonnnnens ne MMoonamnns arunonliacguansicenlee 
7h, i Sats eenene VERGO J cceecesecose Food and Clothing................ 1 (b). 
i, Se neows 7S ERS. Federal Medical Services.........- 4 (in spirit). 
Bi, R. 8002. ....2.. WOM Gi ccccccsscous Personnel and Civil Serviee....... Task Force Report, p. 134. 
H. R. 8556. ......- Thompson (New Research and Development-......- 5. 
Jersey). Federal Medical Services.........- 25 (b), 
BR. 6000...,0U Priest (by request)-..}....- 1O-enseuns Ullinindnidamagonaet Task Force Recommenda- 
tion No, 19 (in part). 
Fee Viton J: .....-<s...2) Foot and Clothing... (....<cccecese 1 (b). 
H. R. 8850... hth Thompson (New Federal Medical Services.........-. Task Force Recommenda 
Jersey). tion No, 25. 
H. R. 9006. _.....- May Wotthiss scccccscd ess OOo cate de dccsccscccoses Task Force Recommenda- 
tion No, 19 (in part), 
H. R. 0013. ....i2% Priest (by request)..| Research and Development. .....-. 5. 
Federal Medical Services. .......-.- 25 (b). 
BH. BR. Git. .ccccdi Wolverton.........-. Research and Development. .-....- 5. 
Federal Medical Services........-- 25 (b), 
H, PrieGh: ccsescsoewas do wdc 27. 
H. Davis (Georgia).....| Personnel and Civil Service. ....-- Task Force Report, p. 106. 
H, Gross (lowa)__...---. aie ‘i Do. 
H Mack (Ilinois)...-.- 5. 
Federal Medical Services... .. 25 (b). 
eee re Water Resources and Power 2. 
H, R. 9350. .....-. Murray (Tennessee) | Research and Development. .....- Task —. Recommenda- 
tion No, 14, 
H, R, 9402. .....-- Lipscomb. .........- Budget and Accounting.........-- 6, 7, 10-14, 
TI, R. 9428°. 2.224. EG bc ctieesaucns Federal Medical Services._.......- 4 (in spirit). 
Bh, Be CEP ncnncnc vl eernarodaenle eed. Wil, SAL. Lie cweaswennnt Gee 
Bhs Bie WR anences Blatnik - - _.....| Water Resources and Power.....- 1 (c) (in part). 
H. R. 0510....... Murray (Tennes- Personne] and Civil Service_.....- Task Force Report, ch. 
see). IV, Point 7. 
B. RB. O600... ce Blatt wien SEES Water Resources and Power.....- 1 (ce) (in part) 
is Bes BOOS wwancae PS Bh ray Federal Medical Services. ........- Task Force Report, pp. 
95-96. 
H. R. 9560........ Murray (Tenessee) | Research and Development......- ee Recommenda- 
tion No, 14. 
he Bey WOE caceues 1: tae __....| Paperwork Management, pt. 1....| 1 (Task Force 16). 
ee eee re Dawson (Illinois)...| Budeet and Accounting.........-.. 17, 18, 
mi, RB. 1008s"... Cooley (North Lending Agencies. _.............-- 24, 25. 
Carolina), 
H. R. 10318.......] Reuss.._............| Personnel and Civil Service._....- 16; and Task Force Report, 
p. 134, 
H. R. 10368°..... Davis (Georgia) __..- Task Force Report, p. 106. 
H. R. 10436....... Murray (Tennes- | Federal Medical Services.........- 20. 
see), 
H. R. 10514....... OOVOR 6 scactect (AS MAREE ceca Task Force Recommends 
tion No. 19 (in part). 
My Be, OG orc ncas Poli ah bw Be OU Be hens Task Force Recommenda 
tion No. 19 (in part). 
H. R. 10682....... Vinsonand _} Intelligence Activities............. 3 (a) (bd). 
Saltonstall. 
Be Be,  iacwte« ee CI incense he ee cae Task Force Recommenda- 
tion No. 19 (in part), 
H. R. 10905.......| Hayworth........... Research and Development.....-- 5. 
Federal Medical Services..........| 25 (b). 
a ey OR Dene (Illinois) Legal Services and Procedure..... 31 and 32 (in part). 
yy request). 
H. R. 11040.......| Murray (Tennes- Research and Development......- Task Force Recommenda- 
see). tion No. 14. 
H. R. 11049....... Reuss Surplus Property................. 4. 
H. R. 11050....... do Depot Utilization....... 2 (a). 
H. R. 11052....... do Budget and Accounting..........- 1 (b), 3, 4, 6, 7, 9, 14. 
Thy Ss EO ceenen Gubser PE I iibicttcnnnitcinaen Genera objectives of 
recommendation at p. 
17, for continuing investi- 
gation of organizational 
activities of executive 
agencies, 
H. R. 11096....... Thompson (New | Federal Medical Services.........-. Task Force Recommends 
Jersey). tion No. 25. 
es Ws TING i caccast TIGRE cc cccicsissgens ented Task Force Recommenda- 
tion No. 19 (in part). 
ee 23 (in part). P 
H.R. 11268...... 23 (in part). 
| oe ei 28 (in part). 


Bee footnotes at end of table, p. 68. 
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Bill | Author Commission report Recommendation No. 
| 7 ED 
Be Be Pa iccenins | Kluezynski.....-... Federal Medical Services_........- 23 (in part). 
eh | Murray (Illinois) -..-|..... a tN es | 23 (in part). 
hs hy BE Rs cvieacaes O’ Hara (Illinois bath ie dédatsdscnkucass ess | 93 (in part). 
BE, hs PE Os weccen Sheehan (T}linois)__.|...-- a cho tashh teh ica ouigninmninis | 23 (in part), 
Bs Bhs DIM Rs cccous Yates (Illinois) RRASY OO... enncdlimaniniisnniedduaten Do. 
Th, Bs SU Sccinan Mrs, Church (Illi- |.---- OD i I ia cin inaicle Do. 
nois). | 
H. R. 11370....... SE tb ninctatieanada todd a lh at i te Task Force Recommenda- 
| tion No. 19 (in part). 
ee S| ae Mrs. Griffiths.......|....- OD: Bchinieoeced a ‘ Do. 
) eR) Se a i i ete ees | 23 (in part), 
H, R. 11458......- Williams (New Jer- |_---- Oe: oo Lee oo ai aceneeea | Task Force Recommenda- 
sey). | tion No. 19 (in part). 
HM, R. 11524.......} Priest... . OD edd casecaddndesoccseececa ae GRetn. 
H, R. 11526. .....- oe iad (Florida)..-.| Budget and Accounting.....------ 7, 14. 
is hs BERD. cco Priest. - .-----| Federal Medical Services icascmall 25 (b); and Task Force 
Report, pp. 95-96. 
H. R. 11573_......| Hoffman (Illinois) - _| - ee suemeseal Ben pert). 
mm, &. 11675......5- McCormack. .......| Research and Development...-.-.| Task Force Recommenda- 
| tion No. 7. 
7h, my ROENO. cacose Murray (Tennessee).|. Federal Medical Services_......-| 20. 
H. BR. 116838....... Rees (Kansas) ......}.---- a a 20, 
H, R. 11800......-. Mrs, Sullivan......-]--- SE cede ds dcanantaxsene’ Task Force Recommenda- 
tion No, 19 (in part), 
B. BR. 19000. ...... Rees (Kansas) -..--- | Personnel and Civil Service_..._- 14 (c), 
Te, By SOs ciseinainl PURO Fnnneeansceeel tt tee eons odissecseee™ & (a). 
H. R. 12002_....--| Os winenniteaticd oR hE nt aL 16 (in part). 
H, R. 12003. .....- NO oo cnentininiaibaebe "Budget and Accounting_-.-.-.---- General objectives of 2, 22. 
H. R, 12004_......}- Oi eee a OR a ee nM te 3, 4, 5, 6. 
Bm. BR. 13016. -..... OMNI Since nts Federal Medical Services.......--- Task Force Recommenda- 
tion No, 19 (in part). 
Hi, R. 13138. ...... Cannon. -- .| Budget and Accounting_........-- i. 
ee | | eee Bennett (Florida) ._- ‘asciinal | SP See a eee 7, 14. 
| eS ee Pe .......-+-senweaieceue D0, dc. dnmatitgedinen wcudebbiieee 3, 4, 5, 6. 
|. SS ae Rogers (Florida) -.--|- Oe nec Wk 
ee Re CO eae Water Resources and Power __----| 1. 
WR, 12437. .....- STII ine a I ee ee aces amenmaen a 
Te, 0, We, Sewn ost SOE 6 cceesssnee Business Enterprises ee ear ae See footnote 2, 
H, J. Res. 154-...- Thompson (New | Personnel and Civil Service.....-- Task Force Report, p. 121. 
Jersey). 
MS, J; Rats 6 ak) WT nn cc cnseccs .do__ aa al Do. 
St, anak GN, cnn nmummatil Federal Medical Services__...-----} 27 (in part). 
H. J. Res. 285..... NN i cient Business Enterprises_.........-..-} 17. 
ls a OE ond DERE Sn cadccnesbaslenons en eee 17. 
H. J. Res. 610-- McCarthy..........| Intelligence Activities...........- 3. 
H. Con. Res. 200_.| Celler_- .do.. scout 2 ROD 
H. Con. Res. 3 a. Harrison (V irginia) - Overseas Economic Oper: stions..__] 1. 
H. Con. Res. 253. Mrs. Church.._...-. ..do oe eRe ein wished a 
SN, Bi oe cinnsence LEO: Transport: ation 7 eee oe an 
H. Res. 262......- Hays (Ohio)_.......| Paperwork Man: igement ee ee General objectives of the 
report. 
EE SS "Eee Overseas Economic Operations..._} 1. 
H. Res. 561_......] Lipscomb.......... MS ee a Oe 1. 
Seeeennte Pere eo ge Research and Development_._....| Task Force Recommenda- 
Plan No. 1 of tion No. 7. 
1956. 
IND © 5B on ac i cewaeacee | Lending Agencies. .............--- 4. 
Plan No. 2of 
1956. 





*Enacted into law. 
1 No specific recommendation number. 
2 No specific recommendation number 





See p. 22, Progress Report. 
Implements general objecti 





ves of the report, to eliminate Govern- 


ment functions which are competitive w vith private enterprise. 
3 No specific recommendation number. 


Implements general objective of report. 
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APPENDIX I 
Pustic Law 108—83p CoNnGRESS 


CHAPTER 184—I1st SESSION 
S. 106 


AN ACT For the establishment of a Commission on Governmental Operations 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. It is hereby declared to be the policy of Congress to 
promote economy, efficiency, and improved service in the transaction 
of the public business in the departments, bureaus, agencies, boards, 
commissions, offices, independent establishments, and instrumentali- 
ties of the executive branch of the Government by— 

(1) recommending methods and procedures for reducing ex- 
penditures to the lowest amount consistent with the efficient 
performance of essential services, activities, and functions; 

(2) eliminating duplication and overlapping of services, activ- 
ities, and functions; 

(3) consolidating services, activities, and functions of a similar 
nature; 

(4) abolishing services, activities, and functions not necessary 
to the efficient conduct of government; 

(5) eliminating nonessential services, functions, and activities 
which are competitive with private enterprise; 

(6) defining responsibilities of officials; and 

(7) relocating agencies now responsible directly to the President 
in departments or other agencies. 


ESTABLISHMENT OF THE COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH 


Src. 2. (a) For the purpose of carrying out the policy set forth in 
section 1 of this Act, there is hereby established a commission to be 
known as the Commission on Organization of the Executive Branch 
of the Government (in this Act referred to as the ‘““Commission’’). 

(b) Service of an individual as a member of the Commission or 
employment of an individual by the Commission as an attorney or 
expert in any business or professional field, on a part-time or full-time 
basis, with or without compensation, shall not be considered as service 
or employment bringing such individual within the provisions of sec- 
tion 281, 283, 284, 434, or 1914 of title 18 of the United States Code, 
or section 190 of the Revised Statutes (5 U.S. C. 99). 
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MEMBERSHIP OF THE COMMISSION 


Sec. 3. (a) Numper anp AppointMEentT.—The Commission: shall 
be composed of twelve members as follows: 

(1) Four appointed by the President of the United States, two from 
the executive branch of the Government and two from private life; 

(2) Four appointed by the President of the Senate, two from the 
Senate and two from private life; and 

(3) Four appointed by the Speaker of the House of Representatives, 
two from the House of Representatives and two from private life. 

(b) Vacancies.—Any vacancy in the Commission shall not affect 
its powers, but shall be filled in the same manner in which the original 
appointment was made. 


ORGANIZATION OF THE COMMISSION 


Src. 4. The Commission shall elect a Chairman and a Vice Chairman 
from among its members. 
QUORUM 


Src. 5. Seven members of the Commission shall constitute a quorum, 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Src. 6. (a) Mempers oF Concaress.—Members of Congress who 
are members of the Commission shall serve without compensation in 
addition to that received for their services as Members of Congress; 
but they shall be reimbursed for travel, subsistence, and other neces- 
sary expenses incurred by them in the performance of the duties 
vested in the Commission. 

(b) Members From tue Executive Brancu.—The members of 
the Commission who are in the executive branch of the Government 
shall serve, without compensation in addition to that received for 
their services in the executive branch, but they shall be reimbursed 
for travel, subsistence, and other necessary expenses incurred by them 
in the performance of the duties vested in the Commission. 

(c) Mempers From Private Lire.—The members from private 
life shall each receive $50 per diem when engaged in the actual per- 
formance of duties vested in the Commission plus reimbursement for 
travel, subsistence, and other necessary expenses incurred by them in 
the performance of such duties. 


STAFF OF THE COMMISSION 


Src. 7. (a) The Commission shall have power to appoint and fix 
the compensation of such personnel as it deems advisable, without 
regard to the provisions of the civil service laws and the Classification 
Act of 1949, as amended. 

(b) The Commission may procure, without regard to the civil- 
service laws and the classification laws, temporary and intermittent 
services to the same extent as is authorized for the departments by 
section 15 of the Act of August 2, 1946 (60 Stat. 810), but at rates not 
to exceed $50 per diem for individuals, 
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EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, so much as may 
be necessary to carry out the provisions of this Act. 


DUTIES OF THE COMMISSION 


Sec. 9. (a) Investigation.—The Commission shall study and in- 
vestigate the present organization and methods of operation of all 
departments, bureaus, agencies, boards, commissions, offices, inde- 
pendent establishments, and instrumentalities of the Government 
except the Judiciary and the Congress of the United States to deter- 
mine what changes therein are necessary in their opinion to accomplish 
the purposes set forth in section 1 of this Act. 

(b) Rerort.—The Commission shall submit interim reports at such 
time, or times, as the Commission deems necessary, shall submit a 
comprehensive report of its activities and the results of its studies to 
the Congress on or before December 31, 1954, and shall submit its 
final report not later than May 31, 1955, at which date the Commission 
shall cease to exist. ‘The Final Report of the Commission may propose 
such constitutional amendments, legislative enactments and adminis- 
trative actions as in its judgment are necessary to carry out its 
recommendations. 


POWERS OF THE COMMISSION 


Sec. 10. (a) HeARiNGs AND Sessions.—The Commission or, on the 
authorization of the Commission, any subcommittee or member 
thereof, may, for the purpose of carrying out the provisions of this 
Act, hold such hearings and sit and act at such times and places, 
administer such oaths, and require, by subpena or otherwise, the 
attendance and testimony of such witnesses and the production of 
such books, records, correspondence, memoranda, papers, and docu- 
ments as the Commission or such subcommittee or member may deem 
advisable. Subpenas may be issued under the signature of the Chair- 
man of the Commission, of such subcommittee, or any duly designated 
member, and may be served by any person designated by such Chair- 
man or member. The provisions of sections 102 to 104, inclusive, of 
the Revised Statutes (U.S. C., title 2, secs. 192-194), shall apply in 
the case of any failure of any witness to comply with any subpena or 
to testify when summoned under authority of this section. 

(b) Osrarnine OrriciaL Data.—The Commission is authorized to 
secure directly from any executive department, bureau, agency, board, 
commission, office, independent establishment, or instrumentality 
information, suggestions, estimates, and statistics for the purpose of 
this Act; and each such department, bureau, agency, board, com- 
mission, office, establishment, or instrumentality is authorized and 
directed to furnish such information, suggestions, estimates, and 
statistics directly to the Commission, upon request made by the 
Chairman or Vice Chairman, 

Approved July 10, 1953. 
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Pusiic Law 41—84TH ConGREsS 
CHAPTER 44—I1stT SESSION 


S. 1763 


AN ACT Relating to the extension and the final liquidation of the Commission on 
Organization of the Executive Branch of the Government 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 9 (b) of the Act 
entitled ‘‘An Act for the establishment of a Commission on Govern- 
mental Operations’’, approved July 10, 1953 (67 Stat. 142), is hereby 
amended (1) by striking out ‘May 31, 1955” and inserting in lieu 
thereof “June 30, 1955”, and (2) by adding at the end thereof the 
following new sentences: “Notwithstanding the foregoing provisions 
of this subsection, the Chairman of the Commission shall have charge 
of the final liquidation of the affairs of the Commission after June 30, 
1955, including the printing of reports, the payment of bills, the trans- 
fer of records and documents to the National Archives, and the disposi- 
tion of furniture and other equipment of the Commission. The 
Chairman of the Commission shall designate such members of the 
staff of the Commission as he deems necessary for these purposes. 
Such liquidation shall be completed within a period of not to exceed 
ninety days after June 30, 1955, and the funds of the Commission shall 
remain available for necessary expenses during such period.” 

Approved May 23, 1955. 





85TH CONGRESS 
1st Session } SENATE 


ACTIVITIES OF THE UNITED STATES SENATE 


A SUMMARY AND REVIEW 
OF SENATE FLOOR SESSIONS AND 
COMMITTEE MEETINGS 
84TH CONGRESS 


REPORT 


OF THE 


SENATE COMMITTEE ON GOVERNMENT 
OPERATIONS 


FEBRUARY 22, 1957.—Ordered to be printed 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 











COMMITTEE ON GOVERNMENT OPERATIONS 
JOHN L. McOLELLAN, Arkansas, Chairman 


HENRY M. JACKSON, Washington JOSEPH R. McCARTHY, Wisconsin 
STUART SYMINGTON, Missouri KARL E,. MUNDT, South Dakota 
SAMUEL J. ERVIN, Jz., North Carolina MARGARET CHASE SMITH, Maine 
HUBERT H. HUMPHREY, Minnesota THOMAS E, MARTIN, Iowa 

STROM THURMOND, South Carolina CARL T. CURTIS, Nebraska 

WM. A. BLAKLEY, Texas CHAPMAN REVERCOMB, West Virginia 


Watter L. REYNOLDS, Chief Clerk and Staff Director 
GLENN K. SHRIVER, Professional Staff Member 
Eu E. NOBLEMAN, Professional Staff’ Member 

RicoagD J. O’ME.IiA, Professional Staff Member 
Mies ScuLt, Jr., Professional Staf’ Member 





85TH CONGRESS ; SENATE { Report 
1st Session No. 96 
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A SUMMARY AND REVIEW OF SENATE FLOOR SESSIONS AND 
COMMITTEE MEETINGS, 84TH CONGRESS 





FEesrvuary 22, 1957.—Ordered to be printed 


Mr. McCtettan, from the Committee on Government Operations, 
submitted the following 


REPORT 


The Committee on Government Operations, in carrying out its 
duties of evaluating the effects of laws enacted to reorganize the legis- 
lative branch of the Government, submits the following report on the 
activities of the United States Senate, including a summary and review 
of Senate floor sessions and committee meetings during the 84th 
Congress. 

Between January 5, 1955, when the 84th Congress convened, and 
July 27, 1956, when it adjourned, or a total of 287 working days 
(excluding Saturdays, Sundays, and holidays), the Senate was in 
session: on 224 days (1,361 hours, averaging in excess of 6 hours for 
each session). During this period, in addition to the time available 
in the mornings prior to the convening of the Senate, 63 fuil days were 
free for Members to attend committee meetings to consider 7,290 
legislative proposals (of which 4,835 originated in the Senate and 2,455 
were passed by the House and referred to the Senate), and to attend 
to other congressional duties. In executive sessions, the Senate com- 
mittees considered and reported 3,053 of these 7,290 bills and resolu- 
tions, of which 1,028 became public laws and 893 private laws. Con- 
ferees were appointed to consider differences between 139 Senate and 
House bills as passed by the respective Houses, and conference reports 
were agreed to on 135 of these before they became law. The Senate 
also approved 90 House and Senate concurrent resolutions, and 
— 230 Senate resolutions which did not require approval of 
the House.! 

Committee questionnaires were sent to the chief clerks and staff 
directors of standing and joint committees requesting complete data 
on all committee activities. Replies were received from 13 legislative 


1 Data from the Daily Digest, Congressional Record, August 20, 1956, p. D905. 
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committees; the Committee on Appropriations; the Committee ou 
Rules and Administration (which also has certain legislative fune- 
tions); 2 special committees; and 13 joint committees. The reports 
also included summaries of the activities of 129 subcommittees, 27 of 
which received specially authorized funds. Based upon the infor- 
mation contained in these reports, it is estimated that 3,951 meetings 
were held and 11,677 hours were consumed by Senate committees in 
consideration of the legislative business of the 84th Congress. Of a 
total of 7,290 bills and resolutions referred to them, the committees 
held hearings on or gave consideration to 6,621. 

The summary which follows does not reflect all of the demands 
made upon the time of Senators in carrying out their official duties. 
It does not include statistics relative to the activities of 24 boards and 
commissions on which Senators served as members, since an accurate 
estimate as to the total time spent in carrying out such duties could 
not be made. Senators also found it necessary to attend numerous 
other meetings, such as those held to develop essential facts necessary 
to the conduct of the business of the Senate, meetings to determine 
committee assignments, party caucuses and other policy meetings, 
conferences on legislation, and meetings held in connection. with 
special studies required to develop relevant facts leading to legislative 
action. ‘The inclusion of statistics with respect to meetings held in 
connection with these special and vital functions would increase 
considerably the totals shown in the tabulation. 

Likewise, the compilations do not reflect the demands made upon 
the time of Senators in carrying out essential congressional responsi- 
bilities requiring their personal attention. These include interviews 
with individuals and groups from their States; activities in connection 
with matters of interest to their respective States; contacts with heads 
of departments and other Government officials on behalf of constit- 
uents or in regard to pending legislation; appearances at committee 
hearings as witnesses in connection with legislation or other proposals 
in which they or their constituents have an interest; reviewing, ana- 
lyzing, and revising committee reports; keeping up with official corre- 
spondence; the preparation of speeches; and numerous other matters 
requiring their personal attention. 


LEGISLATIVE COMMITTEES 


Information on committee operations compiled by the staff, and 
based on summaries submitted by all committees of the Senate, has 
been broken down to cover five specific types of committee activities. 
The breakdown includes: (1) a tabulation with respect to the meetings 
held by 13 legislative committees and data with respect to other 
activities of such committees; (2) data with respect to the functions 
and activities of the Committee on Appropriations; (3) data with 
respect to the functions and activities of the Committee on Rules 
and Administration; (4) data with respect to the functions and 
activities of the Joint Committees on Atomic Energy and Internal 
Revenue Taxation; and (5) data with respect to other joint and 
special committees. Another section of the report deals briefly with 
special assignments of Senators to commissions and boards on which 
they serve as members. 
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It is necessary for every Member of the Senate to spend a great 
deal of time at hearings, executive sessions and other meetings of the 
various committees in the development of the general and special 
legislation before a bill or resolution is reported to the Senate. At 
present, 75 Senators serve on 2 standing committees and 21 Senators 
on 3 standing committees. In addition, every Senator serves on from 
1 to as many as 14 regular and special subcommittees. The tabula- 
tion below will illustrate, to some degree, the extent of effort that is 
devoted to some aspects of the legislative process. However, as is set 
forth in this summary, it by no means covers the full scope of com- 
mittee activities, since the chairmen and other members of commit- 
tees must spend a great deal of time in consultation with members of 
committee staffs, with the Legislative Counsel of the Senate and his 
staff, or with the department heads and officials of the Government 
in the development of programs, in perfecting bills, resolutions, and 
reports, and in determining committee procedures in relation to legis- 
lative proposals, 

Legislative committees 
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Agriculture and Forestry 4___.- 210 9} 135) 155 187 
Armed Services.........-.....- 74 y 77 76 270 

Subcommittees__..........}.-- casein hse 195 37. 
Banking and Currency *....... 183 7 58 | 218 245 
District of Columbia_...-...-. 47 7 81 65 97 
Subcommittees... bide oowde Ee 136 
Finance. -_......... 143 ll 182 128 253 
Foreign Relations. . 195 10 147 125 294 

Subcommittees..........-.]-.....]. ue 4 Wo. 49 tats 
Government Operations §_____- 33 8| 215 50 268 

Senate Permanent Sub- 

committee on Investiga- 

SE. « ouptihwateauacocenats ees pmdvdinsll nibeinn i; gi og ge 
Interior and Insular Affairs ¢__ 42 8| 252] 212 556 
Interstate and Foreign Com- 

Maree sha delice edecdd 166 8 | 160] 264 
SR cite Lencdsapwinteenns 72 10 |2,274 | 180 2,417 
II. <1 -cccccmalocep calcgessedisgsdentaarecaiummunnisbonsanteiiaenivanad: 572 138 
Labor and Public Welfare 4... 21 8} 180 7 266 
Post Office and Civil Service 4. 90 9 | 260 323 
Public Works £................ 46 10 81} 112 132 
Weeicsasieetcecenens 1,00 Icectee 4,102 |2,791 |7,420 | 6, 238 


1 Hearings and executive sessions of subcommittees shown in totals column only, except when combined 
with committee totals. 

2 Includes conferences; excludes nominations, 

* Excludes conferences and subcommittees. 

4 Includes subeommittees. 

*Includes Subcommittee on Reorganization, 


NOMINATIONS AND MOTIONS 


The above tabulation does not include the consideration of approxi- 
mately 85,000 nominations submitted to standing committees; nor 
does it take into consideration the number of separate motions that 
are made and discussed in connection with the transaction of com- 
mittee business. 

These committees considered varying numbers of nominations sub- 
mitted to the Senate by the President for confirmation, most of which 
were referred to the Committees on Armed Services (75,716), Post 
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Office and Civil Service (3,394), Foreign Relations (2,215), and Inter. 
state and Foreign Commerce (1,710). A large majority of them in- 
volved only routine consideration, while others required extensive 
hearings. ‘The Senate, acting on the recommendations of these com- 
mittees, considered a total of 84,173 nominations, and confirmed 75,600 
military nominations, 2,382 postmasters, and 4,612 civilian nomina- 
tions other than postmasters. Thirty-eight nominations were with- 
drawn, 1,438 were unconfirmed (of which 1,072 were postmasters) 
and 3 were rejected.” 

The consideration of all bills, resolutions, reports, and other official 
actions of committees is usually preceded by a formal motion of one 
of its members. Many of the committees follow this procedure close- 
ly. Others act in an informal manner, and do not keep detailed records 
of motions except those which result in official committee action, 
An attempt was made to tabulate all official motions considered by 
each committee, but since these involved every action on proposed 
legislation and reports, and on practically every discussion of amend- 
ments, the tabling or postponement of pending legislation, and other 
committee matters, a meaningful tabulation could not be accurately 
compiled. Therefore, only those motions which resulted in official 
committee action were taken into consideration, not as motions but 
as proposals considered and acted upon. 


SPECIAL STUDIES AND REPORTS 


In addition to the functions of committees, in considering bills regu- 
larly referred to them, numerous special studies were made and hear- 
ings were held by the full committee or duly constituted subcommit- 
tees thereof, either to develop facts relating to the operations of the 
committees, or to perfect pending legislation. These studies, in some 
instances, covered periods of several weeks and extended through both 
the first and second sessions of the 84th Congress. As illustrations 
of this type of committee activity, some of the more important hear- 
ings and studies conducted by the respective committees are outlined 
as follows: 

Committee on Agriculture and Forestry.— The committee reports that 
35 different hearings were held, which included hearings held in June, 
October, and November of 1955 and in April of 1956 on the farm- 
price-support program. Other studies included a study relative to 
the disposal of agricultural surpluses, covering an overall period of 
29 days; and a study of acreage allotments for major farm crops. 

Committee on Armed Services.—The Committee on Armed Services, 
in addition to its legislative functions, conducted a number of investi- 
gations and studies into special areas within its jurisdiction, most of 
which were assigned to special subcommittees. These studies included 
airpower, the national stockpile and Naval petroleum reserves, civil 
defense, and a review of the operations of foreign courts. 

Also four Senators from the committee served on each of the Boards 
of Visitors to the United States Military, Naval, and Air Force 
Academies, 2s representatives of the Senate in connection with legis- 
lation and other matters affecting the Academies. 

Committee on Banking and Currency.— The Committee on Panking 
and Currency conducted studies into the operations of the stock 


2 Wuily Ligest, Congressional Record, July 31, 1956, p. D902. 
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market; Federal housing program; Federal disaster insurance; and 
the fiscal status of the Federal Housing Administration and the 
Veterans’ Administration. 

Committee on Finance.—The Committee on Finance held extensive 
hearings on and thoroughly explored all phases of: the old-age and 
survivors insurance program, giving especial attention to the creation 
of a new benefit category for the totally and permanently disabled. 
The committee’s comprehensive study penetrated into all fields of the 
medical profession, the experience record of commercial disability 
insurance, and the recommendations of labor and management as to 
the need and feasibility of the proposed plan. Further investigation 
was authorized through periodical establishment of advisory councils 
for the purpose of reviewing the status of the old-age and survivors 
trust fund in relation to the long-term commitments of the program. 

In extending the trade agreements program the committee held 
lengthly hearings and received valuable information on the operation 
of the program under the General Agreement on Tariffs and Trade 
(GATT), the advisability of maintaining good foreign trade relations, 
as well as the serious importation problem facing many domestic 
industries. 

Other investigative studies were made in connection with the 
extension of the Sugar Act, corporate tax rate, and excise tax revision. 
The problem of raising the necessary revenue to finance the Federal- 
aid highway program required a great deal of review before enactment 
of Public Law 627. 

After 2 years of studying the benefits payable to survivors of service- 
men whose deaths were service-connected, the committee was able 
to enact a new survivor benefit program which will provide greater 
security for all widows and children of the men who give their life in 
the defense of their country. 

Committee on Foreign Relations.—This committee, in addition to its 
other legislative functions, expanded its surveillance of the activities 
of the United Nations and proposals to revise its charter; studied the 
technical assistance program and related programs; considered pro- 
posals relating to disarmament; and, in conjunction with the ranking 
majority and minority members of the Senate Committees on Appro- 
priations and Armed Services, conducted an exhaustive review of the 
United States foreign-aid programs to determine the extent to which 
those programs serve the national interest. 

During the 84th Congress, the committee considered a number of 
proposed treaties and the Senate, upon recommendations of the com- 
mittee, gave its advice and consent to the ratification of 32 treaties. 

Committee on Government Operations.—The committee conducted a 
number of special studies relating to its jurisdictional responsibilities 
during the 84th Congress, and made reports to the Senate on those 
studies. These included the organization of Federal executive depart- 
ments and agencies; fees charged for Government services; a review 
of 378 audit reports submitted to the Congress by the Comptroller 
General of the United States; hearings and reports relating to con- 
gressional investigations of communism and subversive activities; 
the establishment of an Office of Administrative Vice President; and 
the reorganization of the Passport Office. 

The Subcommittee on Investigations conducted extensive investi- 
gations into Army personnel actions relating to Irving Peress; FOA 
grain storage elevators in Pakistan; textile procurement in the military 
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services; Communist ownership of GI schools; East-West trade; and 
Communist interrogation, mdoctrination, and exploitation of Amer- 
ican military and civilian prisoners. 

Committee on Interior and Insular Affairs—This committee con- 
ducted special studies into the utilization of manganese, titanium and 
tin, and held extensive hearings on such matters as Federal timber 
sales policies; withdrawals by the Atomic Energy Commission on the 
public domain; the potable water supply in the Virgin Islands; saline 
water research projects; oil and gas leasing on the public domain; 
medical facilities on Indian reservations; the availability of public 
facilities in the National Park System; and numerous individual 
hearings dealing with irrigation and reclamation projects in all of the 
Western States. 

Committee on Interstate and Foreign Commerce.—This committee 
conducted special studies into international air agreements; safety 
measures and routing patterns for domestic airlines; influence of cargo- 
preference statutes on the surplus agricultural disposal program; 
operations of Pacific coast and Alaska fisheries industries; automobile 
marketing practices; study of television network regulation and the 
UHF problem; and transportation problems of Alaska and the Pacific 
coast States. 

Four members of the committee also served on the Boards of Vis- 
itors to the Coast Guard and Merchant Marine Academies, as repre- 
sentatives of the Senate. These functions involved 2 hearings, 2 
executive sessions, and 2 field trips, totaling approximately 2 days of 
travel time and 30 hours in Board sessions. 

Committee on the Judiciary.—Subcommittees of the Committee on 
the Judiciary held extensive hearings and conducted broad studies 
on a number of important areas within its jurisdiction, which included 
strategy and tactics of world communism; scope of Soviet activity 
in the United States; narcotics problem in the United States; antitrust 
laws and their administration, interpretation, and effect; juvenile 
delinquency; constitutional rights; operations of the Trading With 
the Enemy Act; and problems of refugees and escapees. 

Committee on Labor and Public Welfare.—This committee conducted 
two major studies during the 84th Congress into union welfare and 
pension funds; and problems relating to the aged and aging. 

Committee on Post Office and Civil Service—The Committee on Post 
Office and Civil Service held extensive hearings on the administration 
of the Government employees seeurity program. 

Subcommittees of the legislative committees found it necessary to 
hold hearings in other areas of the country or abroad on proposed 
legislation or other matters within their jurisdiction. The committees 
reported that on 235 occasions during the 84th Congress, the sub- 
committees held hearings totaling 1,963 hours involving an estimated 
356 days including travel. This did not include consultations with 
prospective witnesses or briefings on operations or activities under 
study or investigation, or staff studies which did not result in an 
official meeting of Members of the Senate in the conduct of the inquiries. 


COMMITTEE ON APPROPRIATIONS 


The Committee on Appropriations has the sole responsibility for 
making appropriations of the revenue for the support of the Govern- 
ment, and generally other appropriations for carrying out legislative 
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authorizations. It considers 12 regular appropriation bills and 
several supplemental and deficiency appropriation bills each session 
of the Congress. In the 84th Congress 24 regular and 15 supplemental 
appropriation measures were acted upon. 

The committee reported that, exclusive of sessions called for the 
purpose of marking up the appropriation bills, some 300 open hearings, 
consuming approximately 825 hours, were held on appropriation 
measures during the 84th Congress. In addition, at least 30 executive 
sessions were held to consider other matters pertaining to the functions 
of the committee, involving approximately 67 hours. To summarize, 
the committee and its subcommittees held a total of 330 meetings, 
consuming an estimated 900 hours. 

The committee has a regular standing subcommittee for each of the 
12 major appropriation bills. Kach member of the committee has 
at least 4 subcommittee assignments, and, in most instances, 5 
assignments, with some members serving on as many as 6 sub-com- 
mittees. The committee reported that on many occasions there have 
been 2 or 3 hearings in progress simultaneously, and that a member 
often finds it necessary to attend one hearing for a limited time and 
then to participate, insofar as time permits, in other hearings before 
subcommittees of which he is a member. It is, therefore, not possible 
to indicate in this report the average attendance of Senators at the 
meetings of the committee or its subcommittees. 

This does not, of course, take into consideration time spent by 
Senators in appearing before the various subcommittees and the full 
Appropriations Committees of the House and the Senate in connec- 
tion with funds requested for authorized programs and projects of 
interest to their respective States, which may involve several personal 
appearances before different subcommittees in each session of the 
Congress. 

Also, three members from the Committees on Agriculture and 
Forestry, Post Office and Civil Service, Armed Services, District of 
Columbia, Public Works, Foreign Relations, and the Joint Com- 
mittee on Atomic Energy are designated as ex officio members of the 
Committee on Appropriations when appropriations implementing au- 
thorizations approved by these committees, or programs coming 
within their legislative jurisdiction, are being considered. At least 
one of these ex officio members from each of the designated com- 
mittees also serves as a member of any conference committee ap- 
pointed to confer with the House re lative to adjustments of differences 
in appropriation bills approved by the two Houses. 


COMMITTEE ON RULES AND ADMINISTRATION 


The functions of this committee relate primarily to the establish- 
ment of parliamentary rules, the administrative management of the 
Senate and the authorization of expenditures by other committees out 
of the contingent fund of the Senate. Legislative proposals referred 
to this committee include bills relating to the election of the President, 
Vice President, or Members of Congress, corrupt practices, contested 
elections, credentials and qualifications, Federal elections generally, 
and Presidential succession. 

During the 84th Congress, the committee reported that it held no 
public hearings, but that its Subcommittee on Privileges and Elec- 
tions held 13 hearings involving 19 hours on 5 bills and resolutions, and 
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9 executive sessions which required 18 hours, at which consideration 
was given to 25 bills and resolutions. The full Committee on Rules 
and Administration reported that it held 30 executive sessions totaling 
55 hours, during which time it considered 250 bills and resolutions, 
the majority of which were authorizations for expenditures from the 
contingent fund of the Senate. 


JOINT COMMITTEE ON ATOMIC ENERGY 


This committee, although vested with legislative functions of the 
same general nature as the 13 committees listed above, has not been 
included in the tabulation of operations of the legislative committees, 
since its membership and actions are not limited to the Senate. It is 
composed of 9 members from the Senate and 9 from the House of 
Representatives, and during the 2d session of the 84th Congress, held 
295 hearings and executive sessions, covering 642 hours, and con- 
sidered 64 proposals. Workload statistics for the 1st session of the 
Congress were not readily available, and are therefore not included in 
this report. 

The committee, under its operating procedures generally follows the 
security standards established by the Atomic Energy Commission as 
regards classified data, which requires that it conduct a majority of its 
hearings in executive session. In addition, the Atomic Energy Com- 
mission is required to keep the committee fully and currently informed 
on developments in the program. This procedure requires the com- 
mittee to hold a large number of information meetings which are usually 
held in executive session. The chairman of the committee reports 
that with the advent of the peaceful application of atomic energy 
more open hearings have been scheduled, and that this pattern will, 
in all probability, be expanded in coming sessions of the Congress, so 
that the ratio of open to executive hearings will materially change in 
the future. 


JOINT COMMITTEE ON INTERNAL REVENUE TAXATION 


The Joint Committee on Internal Revenue Taxation was established 
by the Revenue Act of 1926. It is composed of 10 members, 5 each 
from the Senate Committee on Finance and the House Committee on 
Ways and Means. Its activities were not included in the above 
tabulations, since its legislative functions are usually performed 
through the respective committees. 

In determining time consumed in meetings of legislative committees 
of Congress, it was not considered feasible to include this committee 
due to the special features of its structure, policy, and operations. 
Not only is the Joint Committee on Internal Revenue Taxation com- 
posed of the 3 ranking majority party members and the 2 oe 
minority party members of the Senate Committee on Finance an 
the House Committee on Ways and Means, respectively, but, by 
established precedent, the chairmanship and vice chairmanship alter- 
nate each year between the chairmen of the standing committees. 

Moreover, while by precedent the chairmanship and vice chair- 
manship alternate each calendar year, the statute empowers the vice 
chairman to perform the duties of the chairman in the latter’s absence. 
In practice, the two are regularly in consultation and cooperation with 
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respect to the work of the joint committee and its staff, which is 
carried on under the direction of a chief of staff, 

By action of the joint committee, the work of the staff, in addition 
to the statutory duties of investigating and reporting with respect 
to the internal revenue, consists largely of presenting the results of 
studies, findings, and recommendations, as requested, to the Com- 
mittee on Ways and Means and the Committee on Finance in their 
regular meetings on their legislative work. In effect, therefore, the 
joint committee staff in the foregoing respects acts as a technical staff 
assisting in developing tax legislation within the jurisdiction of the 
House Ways and Means and the Senate Finance Committees by their 
request and by action of the joint committee. 

Thus, necessarily, the chief of staff and sometimes other members of 
the joint committee staff are in more or less regular consultation with 
the chairman, or the vice chairman, or other members of the joint 
committee; and also such members and members of the staff are in 
consultation and in regular attendance at meetings of the two com- 
mittees on tax legislation, with respect to findings, studies, and 
recommendations made for these committees. 

This procedure enables the joint committee to perform its functions 
with a minimum need for formal meetings, such formal meetings 
being held mainly in connection with matters exclusively within its 
own jurisdiction. By this operation the time of joint committee 
members is conserved, and coordination of the work of the joint 
committee staff is enhanced. 

This conservation of the time of committee members illustrates the 
fundamental problem with which the Senate Committee on Govern- 
ment Operations is concerned in the preparation of this report. The 
above-described functioning of the Joint Committee on Internal 
Revenue Taxation is illustrative of the general functioning of other 
joint committees, none of which are legislative committees, with the 
exception of the Joint Committee on Atomic Energy. 


SPECIAL AND SELECT COMMITTEES 


In addition to the Joint Committees on Atomic Energy and Internal 
Revenue Taxation, covered in the above sections of this report, which 
are composed of Members of both Houses of the Congress, there are 
1 select, 1 special, and 2 joint committees of the Senate which perform 
special functions under authority of resolutions adopted by the Senate, 
or by statute, but which do not have authority to report on legislation, 
and therefore were not included in the tabulation. They are: 

Select Committee on Small Business —This committee, composed of 
13 Senators, was created on February 20, 1950, pursuant to Senate 
Resolution 58, 8lst Congress. It is authorized— 


* * * to study and survey by means of research and investi- 
gation all problems of American small business enterprises 
and to obtain facts in relation thereto which would * * * 
aid the Congress in enacting remedial legislation, and to re- 
port to the Senate from time to time the results of such studies 
and surveys. 


The committee reported that 47 hearings involving 212 hours, 4 
executive sessions covering 6 hours, and 11 field sessions totaling 66 
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hours of hearings were required to carry out its functions during the 
84th Congress. 

Special Committee To Investigate Political Activities, Lobbying, and 
Campaign Contributions—This committee was established under au- 
thority of Senate Resolution 219, 84th Congress, agreed to February 
22,1956. The committee, composed of eight Members of the Senate, 
is authorized and directed to investigate attempts to influence im- 
properly or illegally the Senate or any Member thereof or any candi- 
date therefor, or any officer or employee of the executive branch of 
the Government, through campaign contributions, political activities, 
lobbying, or any and all other activities or practices. 

The committee reports that, after its creation in the 2d session of 
the 84th Congress, it held 16 days of hearings covering 64 hours, and 
11 executive sessions to which 6 hours were devoted. 

A Select Committee for Contribution Investigation preceded the 
creation of the Special Committee To Investigate Political Activities, 
Lobbying, and Campaign Contributions. The committee, composed 
of four Senators, was appointed on February 7, 1956, pursuant to 
Senate Resolution 205, and filed its report on April 7, 1956 (S. Rept. 
1724). 

It is estimated that the latter committee held 12 hearings covering 
72 hours, and 5 executive sessions involving 5 hours. No information 
is available as to the time spent by the chairman and members of the 
committee in staff consultations and in the preparation of its report. 

Joint Committee on Reduction of Nonessential Federal Expenditures.— 
This committee was created pursuant to section 601 of the Revenue 
Act of 1941. It is composed of six Members each from the Senate 
and from the House of Representatives. The Secretary of the 
Treasury and Director of the Bureau of the Budget are also members 

f the committee. 

The committee is strictly a factfinding group, without legislative 
jurisdiction, and its policy is to hold committee meetings to the 
minimum necessary to make staff assignments for research and devel- 
opment. Its reports usually are statistical, and approved by mail 
without calling a formal meeting of the committee. 

Joint Economic Committee—This committee is composed of 7 
Senators and 7 Members of the House and was created pursuant to 
section 5 (a) of Public Law 304, 79th Congress. The functions of the 
joint committee are to make a continuing study of matters relating 
to the Economic Report; to study means of coordinating programs 
relating thereto; and, as a guide to the several committees of the 
Congress dealing with legislation relating to the Economic Report, 
to file a report with the Senate and the House of Representatives, not 
later than March 1 of each year, containing its findings and recom- 
mendations with respect to each of the main recommendations made 
by the President in the Economic Report; and from time to time to 
make such other reports and recommendations to the Senate and 
House of Representatives as it deems advisable. 

The committee reported that it held 33 hearings, covering 76 hours, 
and 13 executive sessions averaging 1 hour each during the 84th Con- 

ress. The committee appointed 5 subcommittees, which held 79 
sow aggregating 168 hours, and 4 executive sessions over @ 
period of 3 hours; totaling 129 meetings and 260 hours. 
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RECAPITULATION OF COMMITTEE ACTIONS 


The total workload of legislative committees covering hearings and 
executive sessions, as tabulated on page 3 of this report, is increased 
when the field activities of these committees, and the operations of the 
Committees on Appropriations, Rules and Administration, and the 
joint committees are included. All committee activities would aggre- 
gate estimated totals, as follows: 





Number of Hours in Proposals 

meetings session considered 
Legislative commmittoes (18) ivcisics ecw cece sc Secs ccccsccccccce 2, 791 7,420 6, 238 

Legislative committees, field sessions !_.................-.....- 233 1 ORR cn deeusatiaias 
Commitine ON. ARO DTIAtIOND. cs cc. -2h0 oo nce cc enncnesccees 330 800 39 
Committee on Rules and Administration.-...................- 52 92 280 
Joint Committee on Atomic Energy ?_......--- oa ube treads ech itan 295 642 64 
FURIES TECOTIOTS Cte. «sn 5 hh cide cccctsccccdsccawsss 129 FOO Meawiveahdiuece 
Select Committee on Small Business_- I a a 51 SABN tid dandcucios 

Special Committee on Political Activities, Lobbying, and 

Oetanaion Comiripesiees 96 osc cca ccansndtinanasadsaamahae 44 ROB chante cucnis 
EGET SOIT CORDIC ORE 9S... cc cuncucecnnaaniibeibendnmnsbonthe 26 GH cicccabtiswauar 
I eh ata tte eaceien iia neice a aati as ella 3, 951 | 11, 677 6, 621 





1 Includes 11 meetings and 66 hours of hearings held by the Select Committee on Small Business; travel 
time is not included. 

2 Includes only 2d session of the 84th Congress, 

3 Includes hearings and executive sessions of Select Committee for Contribution Investigation. 

4 Joint Committee on Internal Revenue Taxation; Joint Committee on Construction of a Building 
for the Museum of History and Technology for the Smithsonian Institution; Joint Committee on 
Defense Production; Joint Committee on Disposition of Executive Papers; Joint Committee on the Li- 
brary; Joint Committee on Navajo-Hopi Indian Administration; Joint Committee on Printing; and 
Joint Committee on Immigration and Nationality Policy. 


The 3,951 hearings and executive sessions of committees held in 
processing the legislative program in the 84th Congress compares 
with 224 sessions of the Senate; and the 11,677 hours of committee 
hearings, deliberations, and actions may be contrasted to only 1,361 
hours of Senate debate. Consideration of 6,621 bills and resolutions 
by the committees, out of a total of 7,290 referred to them, resulted 
in Senate action on 3,053 measures. According to this computation, 
4,237 bills and resolutions (less resolutions adopted by the Senate 
without committee action) were considered, and their provisions 
incorporated in other bills or resolutions, or the measures were post- 
poned or not acted upon by the committees. 

No computation was made as to the time consumed by Members of 
the Senate in connection with the activities of commissions and boards 
on which they served as members. 

Furthermore, the figures do not include time spent at executive 
sessions of committees when the chairman and other members were 
in attendance but a quorum was not present. An estimate of the 
time consumed as a result of 62 such cancellations reported by the 
committees aggregated approximately 45 hours. 


SUBCOMMITTEES 


In an effort to relieve the heavy burden of committee work in the 
time available to Senators, and to expedite action on pending legisla- 
tion or to develop facts essential to action on matters coming within 
their respective jurisdictions, the committees have attempted to 
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spread responsibility for the legislative program through the estab- 
lishment of subcommittees. These subcommittees are composed of 
varying memberships from a majority of the members of the parent 
committee to 2, or even 1 member on occasion, depending upon 
the importance of the subcommittee functions or the interest members 
manifest in matters to be considered. 

The following tabulation reflects that there were 94 regular and 35 
special and temporary subcommittees functioning during the 84th 
Congress, including 27 subcommittees which were provided with 
separate funds: 





Regular Special and 
subcom- temporary | Total 
mittees subcom- 

mittees 2 








nD TN OO. 1 oie he weeeingewcgencuwes 
Committee on Appropriations.............- Lattin Wesbibe seciwe 
Cpmeeeneeee 6B Anened BErViCns Le... cncosevweeesec ewe swewewieu nuns 
Committee on Banking and Currency..--..........-..--.-.-.------- 
Committee on the District of Columbia....................-..-.--..- 
Committee on Finance... ..-.......-..------ WeUen ween] eneesesenncess [6050065000064 =| ectcnses 
Committee on Foreign Relations.........- 
Committee on Government Operations..-.... 
Committee on Interior and Insular Affairs 





2 
ie 5 
Committee on Interstate and Foreign Commerce............-...--- 4 
EE Sear eee re 10 
Committee on Labor and Public Welfare..................-.-..--..- 5 
5 
3 
6 
7 


SO ments 
— 


Committee on Post Office and Civil Service.............-...-----.- 
Commatttes'on Putte WereBi iii. 0.. 6 eli a ek ese sue 
Committee on Rules and Administration................-.--.----.- 
Joint Committee on Atomic Energy...-......--.--.---------.-.---- 
aenee sosmemic Committe... oncac.o08 i shit Luli Oa i 
Select Committee on Small Business.................-..-..-----...- 6 1 


Wetel 298 151000505 3 2ileese Onli Aids 94 35 


NANOWIWSS OAIN 








ee 
th 


1 Regular subcommittees are those which are established by committees of succeeding Congresses to 
carry on the regular, normal functions of committees. 

2 Temporary subcommittees are those which are established by committees, from time to time, to per- 
form specific functions assigned to them, which do not fall within the purview of the work of the regular 
subcommittees. 


This list does not include temporary subcommittees appointed to 
consider nominations or special bills, or subcommittees appointed by 
regular subcommittees, since subcommittees of these types function 
only briefly. As an illustration of the number of such subcommittees 
which have functioned in this type of legislative procedure, the Com- 
mittee on the Judiciary reported that 59 separate subcommittees 
considered nominations submitted to it during the 84th Congress. 


COMMISSIONS 


In addition to the functions performed by Senators in relation to 
regular and special committee assignments, there are 19 special com- 
missions which have been created by the Congress to which varying 
numbers of Senators have been appointed to serve as a part of their 
senatorial duties. These commissions are as follows: 

American Battle Monuments Commission 

Boston National Historic Sites Commission 
Corregidor-Bataan Memorial Commission 

Commission on Extension of the United States Capitol 
Commission on Government Security 

District of Columbia Auditorium Commission 

Foreign Service Buildings Commission 
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Alexander Hamilton Bicentennial Commission 
Interparliamentary Union 
Jamestown-Williamsburg-Yorktown Celebration Commission 
Migratory Bird Commission 

National Forest Reservation Commission 

National Memorial Stadium Commission 

National Monument Commission 

Franklin Delano Roosevelt Memorial Commission 
Theodore Roosevelt Memorial Commission 

Senate Office Building Commission 

United States Territorial Expansion Memorial Commission 
Woodrow Wilson Centennial Celebration Commission 

The Boards of Visitors to the Military, Naval, Air Force, Marine, 
and Coast Guard Academies, which have not been included, also 
require a certain amount of time in connection with the legislative 
programs of the respective jurisdictional committees, 

There are a number of other temporary commissions or committces 
appointed from time to time on which Senators serve which have not 
been included in the above list. A typical example of this type of 
activity is the recently appointed Joint Congressional Committee on 
Inaugural Ceremonies, on which 3 Senators and 3 Members of the 
House served prior to and including the inauguration. 


CONCLUSION 


Although it is not possible to determine accurately the amount of 
time Senators must devote to essential legislative duties and to other 
public service related to the functions of the office, this report makes 
clearly evident what is already known, viz, that, under present Senate 
procedures, Members of the Senate do not have sufficient time avail- 
able for committee deliberations and actions. 

The primary purpose of this report is to point up and document the 
tremendous workload involved in connection with committee proced- 
ures and the need for establishing more flexible schedules for the neces- 
sary operations of the Senate with the objective of conserving the time 
of individual Senators. ‘The report clearly indicates the need for the 
Senate to give consideration to changes in its rules so as to bring about 
better coordination of all necessary functions in order to permit better 
adjustment of schedules for essential duties, looking toward the 
improvement of the legislative process. 

The so-called LaFollette-Monroney committee, which held exten- 
sive hearings on the reorganization of Congress during the 79th 
Congress, on which the Legislative Reorganization Act of 1946 was 
based, reported that 90 percent of all work of the Congress on legis- 
lative matters is carried out in committees, and recommended that 
consideration be given to changing schedules for meetings so as to 

rovide alternately 3 full days for committee meetings and 3 full days 
or Chamber sessions (S. Rept. 1011, 79th Cong.). The committee 
reported that there were 33 standing committees in the Senate during 
the 79th Congress, and that many leealeas of the Senate were then 
serving on from 7 to 10 special and standing committees. The report 
pointed out that, by reducing this scattered workload through re- 
organization, Senators could be relieved of many unrelated lines of 
legislation and that better coordination could be effected by con- 
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solidating the responsibility and related legislative subject matters 
into the present existing 15 standing committees. 

The Senate, in approving the Legislative Reorganization Act of 
1946, attempted to provide more flexibility in the operations of the 
Senate, by the adoption of a provision recommended by the LaFollette- 
Monroney committee, which expressed the sense that the leadership of 
the Senate exper iment with schedules for Chamber sessions of the 
Senate and the House, and for committee meetings, on alternate days. 
The provision was stricken from the bill in the House of Representa- 
tives, however, inasmuch as no such problem confronted that body, its 
rules permitting better control of time allocated for floor debates. 

Since the Legislative Reorganization Act of 1946 has now been in 
operation for 10 years, the effective date beginning with the 80th Con- 
gress which convened in January 1947, the Committee on Government 
Operations is submitting this report with the objective of calling the 
present situation to the attention of Members of the Senate. A 
review and analysis-of the facts presented in this report will point up 
the problems now confronting the committees of the Senate, in many 
respects similar to conditions which existed prior to the enactment of 
the Legislative Reorganization Act. The committee recommends 
that, in view of this situation, appropriate action should be considered 
in order to develop a better balance of time between sessions of the 
Senate and committee meetings so as to speed up and improve the 
legislative process, and to bring about better coordination of these 
essential functions. 

In accordance with this recommendation, the chairman of the 
Committee on Government Operations introduced, on February 22, 


1957, Senate Resolution 102, which reads as follows: 


Resolved, That it is the sense of the Senate that the leader- 
ship of the Senate experiment with schedules for meetings 
of the Senate so as to determine whether the business of the 
Senate will be more efficiently transacted by providing for 
alternate days for chamber sessions and committee meetings, 
or by providing for three full days for committee meetings 
and three full days for sessions in the chamber, or by pro- 
viding some other schedule. 


O 
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DURUM WHEAT ALLOTMENTS 





Fesruary 25, 1957.—Ordered to be printed 





Mr. Youn, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany §. 323] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 323) to amend section 334 (e) of the Agricultural Adjust- 
ment Act of 1938, as amended, relating to increased allotments for 
durum wheat, having considered the same, report thereon with a 
recommendation that 1t do pass with amendments. 


GENERAL 


This bill would, on a greatly reduced basis, extend to the 1957 crop 
the increased durum wheat acreage allotment provisions of section 
334 (e) of the Agricultural Adjustment Act of 1938. The bill, with the 
committee amendments, modifies section 334 (e) in the following 
respects: 

(1) It extends it to the 1957 crop. 

(2) It provides for increasing allotments by only 1 acre of durum 
(instead af 2) for each acre of the original allotment devoted to durum. 
(Thus the bill provides for a one-third reduction in allotment below 
1956 for farmers planting the full amount authorized by section 
334 (e).) 

(3) It limits the increase for any farm to 100 acres. 

(4) It limits the extent to which farmers receiving increased allot- 
ments may participate in the wheat acreage reserve. No part of the 
increase, or of that part of the original allotment on which the increase 
is based, would be permitted to be put in the acreage reserve. 


HISTORY OF CRITICAL DURUM SITUATION 


In January 1954 Congress enacted section 334 (e) to provide in- 
creased allotments in 1954 and 1955 for durum wheat, which was then 
in critically short supply. This legislation proved insufficient and 
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early in 1955 Congress passed Public Law 8, 84th Congress, to increase 
The Department of Agriculture, after discussing 
the urgency of the need for legislation in its report of January 20, 1955, 


allotments further. 
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on 8. 145 (S. Rept. 9, 84th Cong.), described the situation as follows: 


Durum wheat, class IT, has a usage substantially different 
from that for any other class of wheat because it is the source 
of senolina from which satisfactory quality macaroni prod- 
ucts are manufactured. It is a spring wheat and is grown in 
the States of North Dakota, South Dakota, Montana, and 
Minnesota. The supply situation with respect to durum 
wheat is critical, due to damage from stem rust “race 15b.’’ 
In 1952 the production of durum wheat totaled 22 million 
bushels, witics was only 60 percent of the 10-year 1942-51 
average production of 37.4 million bushels. In 1953 the 
crop was 13.9 million bushels and the estimate for the 1954 
crop is only 5.5 million bushels. The normal requirement 
for domestic use, exports, and carryover is about 35 million 
bushels per year. 

These three successive crop failures have endangered the 
entire durum wheat industry both on the production aad 
milling sides. The macaroni industry members report it is 
faced with a shrinking market due almost entirely to the 
production of an inferior product resulting from the use of 
classes of wheat not well suited for such products. 

An effort was made by the Congress in 1953 to relieve the 
situation by enacting section 4 of Public Law 290 (68 Stat. 
4). Under this statute the 1954 acreage allotments and 
marketing quotas for wheat producers who bad grown durum 
wheat during 1 or more of the preceding 3 years were in- 
creased to permit the growing of increased acreages of 
durum wheat, class II. Our investigation indicates that 
the program, under these provisions, has not and will not be 
effective because (1) the seeding of other spring wheat is 
limited to the pro rata share of the regular wheat allotment 
attributable to such spring wheat as a condition of qualifying 
for the additional allotment for durum wheat, and (2) 
eligibility for the additional allotment to produce durum 
is dependent upon the producers having grown durum 
wheat, class II, in 1 or more of the preceding 3 years. Pro- 
ducers feel that the growing of durum wheat against the 
hazards of stem rust ‘“‘race 15b’’ is too great to expect them 
to gamble on seeding a substantial part of their farm wheat 
acreage allotments to such class of wheat. 

Under the proposed bill, farmers would be permitted in 
areas capable of producing durum wheat, class II, from which 
acceptable semolina may be produced for the production of 
satisfactory macaroni products, to grow such class of wheat 
over and above the regular farm wheat acreage allotments 
without regard to the class of wheat seeded within the allot- 
ments. The acreage permitted to be grown would be 
limited only by the total acreage of cropland on the farm 
well suited for the production of wheat. Farmers plea | 
in the areas to be selected would be eligible for the increase 
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allotments for durum wheat production regardless of whether 
they had previously produced such wheat. 


By early 1956, with the aid of durum allotments limited only by 
the ry wid well suited for wheat production, the situation was some- 
what improved, and Congress extended section 334 (e) to the 1956 
crop, but limited the increase in sllotments to 2 additional acres of 
durum for each acre of the original allotment devoted to durum. 
With the nid of this legislation, favorable weather conditions which 
produced yields averaging between a third and a fourth higher than 
yields during the 5-year period 1948-52, and the planting to ‘durum of 
acreage on which winter wheat had been winterkilled in Montana, it is 
estimated that the 1956 crop will exceed consumption and exports by 
about 10 percent. Contributing further to this balancing of supply 
and demand for 1956 is the fact that macaroni menufacturers, during 
the period of shortage, had switched to a blend of farina and semolina. 
Because they had already contracted for other wheats, and because 
the abundant supply of the 1956 crop was not available during the 
first 3 months of the marketing year, macaroni manufacturers ‘have 
used less semolina flour this year than ‘would have otherwise been the 
case. This is also true of the breakfast food industry. Macaroni 
manufacturers testified that they intend to return to the use of 100 
percent semolina. 

In view of the fact that the balance of supply and demand in 1956 
was dependent upon so many factors, which cannot be counted upon 
in 1957, vour committee recommends that incentives for durum pro- 
duction should be extended to the 1957 crop; although it may now be 
safe to reduce those incentives by 50 percent. Two million, five 
hundred fifty-eight thousand acres were planted to the 1956 crop of 
durum wheat. The Department advises that no figures are available 
as to what part of this acreage represents additional acreage provided 
for by section 334 (e), but since for any farm 2 out of 3 acres could 
represent additional acres, termination of section 334 (e) could result 
in a substantial reduction in acreage. Furthermore, witnesses before 
the committee testified the at farme rs do not intend to plant any part 
of their allotments to durum unless some incentive is provided, in 
view of the difficulties they have had with it in recent years and the 
hich yields which can be obtained from certain other wheats. Last 
vear, when Montana winter wheat was subject to winterkill, durum 
acreage increased from 271,000 acres in 1955 to 978,000 acres in 1956. 
Montana, it appears, will have a good winter wheat crop this year, 
and it is likey that many Montana farmers who grew durum last 
year will not do so this yes 

The Department of Aasiiuivore reported that it does not favor 
enactment of S. 323, principally because (1) rust resistant strains of 
durum are now in adequate supply, (2) the 1956 crop exceeded 
domestic consumption and exports, and (3) the industry has already 
lost a part of its market since macaroni producers have developed 
satisfactory blends of semolina and farina. Your committee does 
not agree with the Department’s views. ‘The macaroni manufac- 
turers have testified that they want and intend to return to pure 
semolina, since it will make the best product and is demanded by con- 
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sumers. Since the beginning of the shortage of semolina a part of their 
market has been taken over by imports which have increased from 
689,000 pounds in 1949 to 5,262,574 pounds in 1955. Your committee 
feels that until the macaroni industry, the semolina millers, and the 
durum producers are assured of an adequate supply and given a fair 
chance to regain their lost markets, Congress should not reduce 
durum allotments more than is provided by the bill. 
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6 DURUM WHEAT ALLOTMENTS 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brac kets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938 


Suc. au, =*-* * 

(e) Notwithstanding any other provision of this Act, the Secretary 
shall increase the farm marketing quotas and acreage allotments for 
the [1956] 1957 crop of wheat for farms located in counties in the 
States of North Dakota, Minnesota, Montana, South Dakota, and 
California, designated by the Secretary as counties which (1) are 
capable of producing durum wheat (class II) and (2) have produced 
such wheat for commercial food products during one or more of the 
five years [1951] 1952 through [1955] 1956. The increase in the 
wheat acreage allotment for any farm shall be conditioned upon the 

roduction of durum wheat (class IT) on such increased acreage, 

he increased allotment shall be determined by adding to the allot- 
ment established without regard to this subsection (hereinafter referred 
to as the “original allotment’’) an acreage equal to [two times] the 
acreage by which the original allotment exceeds the [1956] 1957 
acreage on the farm of classes of wheat other than durum wheat 
(class IT) (hereinafter referred to as “other wheat’’), but such increased 
allotment shall not exceed the smaller of the cropland on the farm 
well suited to wheat or the wheat acreage on the farm: Provided, That 
for the purposes of this subsection (1) the original allotment for each 
farm shall be not less than fifteen acres, and (2) varieties of class II 
(durum wheat) known as “Golden Ball” at ‘“‘Peliss’” shall be re- 
garded as “other wheat”. Notwithstanding any other provision of 
this subsection, (1) no acreage allotment shall be increased under this 
subsection by more than 100 acres, and (2) no acreage allotment shall 
be increased under this subsection for any farm on which the producer 
knowingly devotes to the production of other wheat an acreage in 
excess of the acreage allotment established without regard to this 
subsection (and particularly without regard to clause (1) of the fore- 
going proviso). 

The increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the National, State, and county wheat 
acreage allotments, and the acreage of durum wheat (class II) on such 
increased allotments shall not be considered in establishing future 
State, county and farm acreage allotments. 

The provisions of paragraph (6) of Public Law 74, Seventy-seventh 
Congress (7 U.S. C. 1340 (6)), and section 326 (b) of this Act, relating 
to the reduction of the storage amount of wheat shall apply to the 
allotment for the farm established without regard to this subsection 
and not to the increased allotment under this subsection. 

For the gurzose of applying section 103 (a) (1) of the Soil Bank Act 
(relating to garticization in the acreage reserve) to any farm recewing an 
increased allotment under this subsection— 
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(1) the “farm acreage allotment’’ shall be the allotment established 
without regard to this subsection and not the increased allotment 
under this subsection, and 

(2) each acre ¢lanted to durum wheat (class II) shall count as 
one-half acre of wheat. 

For the zurzoses of this subsection “‘wheat acreage on the farm” shall 
include acreage in the wheat acreage reserve. 


O 











Calendar No. 96 


SiTH CONGRESS } SENATE f REPORT 
Ist Session } } No. 98 


PROCEEDINGS AGAINST PAULINE FEUER FOR 
CONTEMPT OF THE SENATE 


FEBRUARY 25, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 


following 
REPORT 
To accompany S. Res. 103] 


The Subcommittee To Investigate the Administration of the In- 
ternal Security Act and Other Internal Security Laws, of the Com- 
mittee on the Judiciary, as created and authorized by the United 
States Senate by Senate Resolution 366, 8lst Congress, 2d session; 
Senate Resolution 7, 82d Congress, Ist session, agreed to January 29, 
1951; Senate Resolution 198, 82d Congress, Ist session, agreed to 
September 27, 1951; Senate Resolution 314, 82d Congress, 2d session, 
agreed to May 29, 1952; Senate Resolution 46, 83d Congress, 1st 
session, agreed to January 30, 1953; Senate Resolution 172, 83d 
Congress, 2d session, agreed to January 27, 1954; Senate Resolution 
49, 84th Congress, Ist session, agreed to February 4, 1955; Senate 
Resolution 58, 84th Congress, Ist session, agreed to March 18, 1955; 
Senate Resolution 209, 84th Congress, 2d session, agreed to February 
8,.1956; and Senate Resolution 174, 84th Congress, 2d session, agreed 
to February 20, 1956, caused to be issued a subpena ad testificandum 
to Pauline Feuer. The said subpena directed Pauline Feuer to be 
and appear before the said subcommittee on Tuesday, April 3, 1956, 
at 10:30 a. m., at their committee room, room 245, United States 
Post Office Building, New Orleans, La., then and there to testify 
relative to the subject matters under consideration by said subcom- 
mittee ; 

The said subpena was issued March 27, 1956, and is set forth as 
follows 
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Were you a member of the Communist Party when you were 
served with a subpena last week by this committee? 


propounded by the presiding Senator, or other committee members, 
or by the chief counsel, of the said subcommittee, which questio.s 
were pertinent to the subject matters under inquiry. Excerpts from 
the record of the hearing, held April 5, 1956, whereat Pauline Feuer 
appeared before the said subcommittee and thereupon refused and 
fEed to answer the said questions as directed, are annexed hereto 
and made a part hereof and designated “Annex I.” 

As a result of the refusal of said Pauline Feuer to answer the certain 
questions as aforesaid pursuant to the inquiry of the said subcom- 
mittee, as appears in the aforementioned excerpts of the records 
annexed hereto, the said subcommittee therefore was deprived of 
evidence pertinent to the subject matter which, within the scope of 
its authority, the said subcommittee was proceeding to investigate, 
and her persistent and illegal refusal to answer questions as ordered, 
deprived the subcommittee of necessary and pertinent evidence and 
places the said Pauline Feuer in contempt of the United States Senate. 


ANNEX I 
TESTIMONY RELATING TO PAULINE FEUER 


UNITED STATES SENATE SUBCOMMITTEF 
TO INVESTIGATE THE ADMINISTRATION OF THE 
INTERNAL Security Act AND OTHER INTERNAL SECURITY 
LAWS OF THE COMMITTEE ON THE JUDICIARY, 
New Orleans, La., Thursday, April 5, 1956. 

The subcommittee met, pursuant to notice, at 10 a. m., in Federal 
Courtroom 245, United States Post Office Building, New Orleans, La., 
Senator James O. Eastland (chairman of the subcommittee) presiding. 

Present: Senators Eastland, Jenner, and Watkins. 

Also present: Robert Morris, chief counsel; Benjamin Mandel, 
director of research; and Frank W. Schroeder, chief investigator. 

Chairman Eastianp. The committee will come to order. 


* * * * + + * 


. 


Chairman EastLanp. Hold your hand up, please, ma’am. 

Do you solemnly swear the testimony you are about to give the 
Internal Security Subcommittee of the Committee on the Judiciary 
is the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mrs. Feuer. I do. 


Testimony OF Mrs. Pautine Fever, New Orveans, La., Accom- 
PANIED BY Puitip WitreNBERG, Her CouNsEL 


Mr. Morris. Mr. Chairman, this particular witness is being called 
in connection with the hearings the Internal Security Subcommittee 
is holding in connection with the extent and nature of Soviet activity 
in the United States. 

The committee is holding this series of hearings in order to deter- 
mine whether or not additional legislative action may be neegessary or 
should be recommended by the subcommittee. 








4 CONTEMPT PROCEEDINGS AGAINST PAULINE FUER 


Mrs. Feuer, will you give your name and address to the reporter, 
please? 

Mrs. Fever. Yes. Ny name is Mrs. Pauline Feuer. I live at 
2224 General Taylor, New Orleans. 

Mr. Morris. Are you the widow of Joseph S. Feuer? 

Mrs. Fever. I am the widow of Joseph 5. Feuer. 

Mr. Morris. Now, what is your present occupation, Mrs. Feuer? 

Mrs. Fever. I am a student at the School of Social Work of Tu- 
lane University. 

Mr. Morris. Are you employed at the Hutchinson Memorial as a 
psychiatric social worker? 

Mrs. Fever. I am not employed there. 

Mr. Morris. Have you been so employed? 

Mrs. Fever. I have never been employed so. 

Mr. Morris. What employment—will you tell us of your other 
employment in New Orleans? 

Mrs. Fever. I would be delighted to. I am rather proud of the 
record. 

I have had one job. I have worked for the juvenile court as a pro- 
bation officer between school terms during this past summer. 

Mr. Morris. Did you receive your bachelor’s degree at Tulane 
University in 1955? 

Mrs. Fever. I did. 

Mr. Morris. What other employment have you had in New 
Orleans in the last few years? 

Mrs. Fever. I have not been employed elsewhere in New Orleans 

Mr. Morris. Where were you born, Mrs. Feuer? 

Mrs. Fever. I was born in Philadelphia. 

Mr. Morris. What was your formal education in Philadelphia? 

Mrs. Fever. I am a graduate of the Philadelphia Normal School. 

Mr. Morris. What year did you graduate from the Philadelphia 
Normal School]? 

Mrs. Fever. I am not sure. I think it was 1928 

Mr. Morris. Mr. Chairman, may the record show that Mr. 
[Philip] Wittenberg is appearing as counsel for this witness. 

Were you a teacher in the P hiladelphia School of Social Sciences in 
Philadelphia? 

Mrs. Fever. J] was. I taught current events there. 

Mr. Morris. In what vear was that? 

Mrs. Fever. I am sorry; I don’t recall exactly. 

Mr. Morris. Could you estimate it for us, Mrs. Feuer? 

Mrs. Fever. I can’t. It was in the thirties, and probably around 
1935, but I am not sure of the date. It was quite a while ago. 

Mr. Morris. Mrs. Feuer, were you a member of the Communist 
Party while you taught at that school? 

Mrs. Fever. Gentlemen, I am not a Communist. 

Mr. Morais. I didn’t ask you that. 

Mrs. Fever. And I wish to say this 

Chairmen Easttanp. Wait just a minute, please, ma’am. Now, 
we will get along better if the answer is responsive to the question. 

Counsel asked you if you were a member of the Communist 
Par LY 


Mrs. Fever. I heard—I am sorry, Senator Eastland. 
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Chairman EastLtanp. Wait just a moment. When you taught in 
Philadelphia, which was around, you said, 1935. Now, answer that 
question, please, ma’am. 

(The witness conferred with her counsel.) 

Mrs. Fever. I am not a member of the Communist Party. I 
object 

Chairman EastLanp. Wait just a minute. 

Mrs. Fever. I object—I hereby respectfully object to the power 
and jurisdiction of the subcommittee—— 

Chairman Easttanp. Wait just a minute. 

Mrs. Fever. I would like to read my objections. 

Chairman EastLanp. I am going to admit it into the record. Do 
you avail yourself of the fifth amendment? 

Mrs. Fruer. I do not avail myself of the fifth amendment. 

Chairman EastLtanp. Now: 

Mrs. Feuer. Now, Senator Eastland 

Chairman EastLtanp. Wait just a minute. I know your kind of 
people. 

Mrs. Fever. I will not be inpugned by being called “my kind of 
people.” 

Chairman EastiaNnp. I understand. 

I am going to let you state your objections in full. 

Mrs. Fever. Senator Eastland, you have impugned me on two 
occasions in this committee. I sat in this audience and heard you 
tell that my husband’s death, a personal tragedy that affected my 
children and me, was tied up with some kind of miasma that you 
gentlemen have thought up. I think my children, myself, and my 
private life should be kept out of this. 

How indecent can you get? 

Chairman EastLanpb. State your objections. 

Mrs. Fever. I have stated my objections as a human being, and 
to hear here further 

Chairman EastLanp. State them. 

Mrs. Fever. | want to finish this, if you please. 

I hereby object to any inquiry into my political beliefs, my personal 
and private affairs, and my associational activities, and whatever 
personal tragedies have occurred in my life that have made life 
difficult for my two small children; I object to this inquisition, and 
I object on the following grounds, grounds handed down by the 
Supreme Court of the United States, behind which I stand firmly. 

| have never yet, once in my life, attempted any kind of organized 
resistance against a Supreme Court decision. I shall not do it now. 

And any investigation into my political beliefs, my personal and 
private affairs, and my associational activities, is an inquiry into 
personal and private affairs, which is beyond the powers of this 
subcommittee. 

I reply not upon my own opinion. I am not a lawyer; I am a 
social sl interested in the welfare of human beings. But I rely 
upon the statements contained in the opinions of the Supreme Court 
of the United States. Thev are good enough for me, gentlemen. 

Among others, the Rumely case: “The power of investigation is 
also limited. Inquiry into personal and private affairs’—and, may 
I sav, personal tragedy-. “is precluded.” 
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I rely on the McGrain and Daugherty case: “Neither House is 
invested with general power to inquire into private affairs and to 
compel disclosures.” 

I don’t want to read the rest of this, gentlemen, but I do want to 
say that if I am guilty of a crime, I wish to be tried before a court 
of the United States. 

(The statement of objections is as follows:) 

1. 1 am not a Communist. I hereby respectfully object to the 
power and jurisdiction of the subcommittee to inquire into— 

(a) My political beliefs. 
(6) Any other personal and private affairs. 
(c) My associational activities. 

I object on the following grounds: 

(a) Any investigation into my political beliefs, any other personal 
and private affairs, and my associational activities, is an inquiry into 
personal and private affairs which is beyond the powers of this sub- 
committee. I rely not upon my own opinion but upon statements 
contained in the opinions of the Supreme Court of the United States. 
Among others, in United States v. Rumely, (845 U. S. 41, 58) the 
Supreme Court of the United States said in a concurring opinion by 
Mr. Justice Douglas: 

“The power of investigation is also limited. Inquiry into personal 
and private affairs is precluded.”’ 

In McGrain v. Daugherty (273 U.S. 135) the Court said: 

“Neither House is invested with ‘general’ power to inquire into 
private affairs and to compel disclosures.” 

And in Kilbourn v. Thompson (103 U.S. 168) the Court said: 

“Neither the Senate nor the House of Representatives ‘possesses 
the geners al power of making inquiry into the private affairs of the 
citizens’. 

In West Virginia State Poard of Education v. Barnette (319 U.S. 
624), the Court, in an opinion by Mr. Justice Jackson said: 

“If there is any fixed star in our constitutional constellation it is 
that no official, high or petty, can prescribe what shall be orthodox 
in politics, ni ationalism, religion or other matters of opinion or force 
citizens to confess by word or act their faith therein.”’ 

It follows therefore that this subcommittee is without power to 
examine into my political, associational, and private affairs. 

(6) The right to refuse to answer to any official, or indeed to 
anyone, with reg gard to one’s personal affairs is a valuable right in a 
democracy which ought not lightly be ceded, or indeed ougbt ever be 
impinged upon by any public official. The Congress of the United 
States is composed of elected officials who have no power to intrude 
into the private affairs of American citizens. They cannot by resolu- 
tion increase their constitutional authority. As was said by the 
Supreme Court of the United ao in Jones v. Securities and 
Exchange Commission (298 U. 

“The citizen when inte rrogate ‘a about his private affairs has a right 
before answering to know why the inquiry is made; and if the purpose 
disclosed is not a legitimate one, he may not be compelled to answer.”’ 

And again, in McGrain v. Daugherty (273 U.S. 135): 

“That a witness rightfully may refuse to answer where the bounds 
f the power are exceeded.”’ 
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“I 


It was said by Mr. Justice Frankfurter, in (’nited States v. L’nited 
Mine Workers of America (330 U.S. 258, 307 

“The historic phrase ‘government of laws and not of men’ epitomizes 
the distinguishing character of our political society. * * * ‘A govern- 
ment of laws and not of men’ was the rejection in positive terms of 
rule by fiat, whether by the fiat of governmental or private power 
Every act of government may be challenged by an appeal to law, as 
finally pronounced by this Court 

And again, in Youngstown Sheet & Tube Co. v. Sawyer (343 U. 5. 
579 | 

“The accretion of dangerous pewer does not come in a day. It 
does come, however slowly, from the generative force of unchecked 
disregard of the restrictions that fence in even the most disinterested 
assertions of authority 
Within the meaning of these decisions I regard it as one of the 


duties of a citizen of the United States to be vigilant against the 
accretion of dangerous power. I call to the attention of this sub- 
committee the Opinion of Mr. Justice Douglas. in Youngstown Sheet 
d Tube Co. v. Sawyer (343 U.S. 579), that even the cold war and the 


emergencies said to have been created thereby, ‘lid not create 
powel 

c) Under the first amendment to the Constitution the power of 
Investigation by Congress in matters involving freedom of speech and 


freedom of the press | limited There can be no Investigation except 
for the purpose of legislation As was said by Mr. Justice Van 


Devanter. 1 VUcGrain v. Daugherty (273 U.S. 135. 178 


Che only legitimate object the Senate could have in ordering the 


Invest ation was to aid it in legislatu oF 

rhe ¢ ongres of the United States has no constitutional right to 
legislate h regard to prior restraint on utterance; no ex post facto 
law ean be passe d determining innocence or criminality, and therefore 

Investigatio into my speech or communications is beyond the 
DOWwe' i this « mittee As was said by Mr. Justice Douglas, in 
[ fed States v. Rumely (345 U.S. 41. 58 

Through the harassment of hearings, investigations, reports, and 
S bp l as, Gove roment w 1] | old a ¢ ib over speech and over the press 
(Congress could not do this by law Tl e power ot Investigation 1s 
also limited Inqu ry into persol al and private affairs 1s precluded ie 

d) Under our Constitution our Government is a government of 
limited powers tripartite in form, consisting of the levislative, the 
judicial. and the executive. ‘This separation is fundamental to the 
preservation of the rights of the people in order that no one depart- 
ment may, through its power, rise to become a despotic arbiter. 

In the absence of proposed legislation there can be no investigation, 
for all powers not expressly granted or necessarily implied are reserved 
to the people. Neither of the tripartite departments of our Govern 
mel I cla MM) ary ( dual power as a basis for acti es In order 
that there might be no do ibt about the limitation s of power anc the 
wish not to grant residual power the citizens ol the several States 
insisted on the insertion in the Bill of Rights of amendment 9: 

The en Imeration the Constitut on, of certain rial ts shall hot 
by onstrued to deny o1 dispara re others retamed by the people ? 

Phev reinforced amendment % by amendment 10: 
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“The powers not delegated to the United States bv the Constitution, 
nor prohibited by it to the States, are reserved to the States respec- 
tively, or to the people.”’ 

This Congress and the committees appointed by it can enjoy only 
the powers expressly granted in the Constitution or necessarily implied 
therefrom. Senators or committeemen thereof as officials of the 
Government do not have, and cannot arrogate to themselves, a power 
to intrude into the private affairs of the people of the United States, a 
power which the people reserve to themselves. The arrogation of 
power may be curtailed either by an appeal t o the courts, or what 
is to be more hoped for, by the self-discipline of those entrusted with 
authority. The possibility of petty tyranny is ever present in a 
democracy unless the body of officialdom is wise and knows that self- 
limitation is essential to the success of our scheme of government. 
As Mr. Justice Frankfurter said, in Youngstown Sheet & Tube Co. v. 
Sawyer (343 U.S. 579): 

‘A constitutional democracy like ours is perhaps the most difficult 
of man’s social arrangements to manage successfully. Our scheme 
of society is more dependent than any other form of government on 
knowledge and wisdom and self-discipline for the achievement of its 
aims.”’ 

This subcommittee through this investigation into my political, 
associational, and private affairs trespassed upon the judicial de- 
partment and has caused a lack of balance of power which consti- 
tutes a threat to my liberty as an American citizen and is an uncon- 
stitutional usurpation. This usurpation has reached the point where 
the Supreme Court of the United States in United States v. Rumely 
(345 U.S. 41, 44) said: 

‘And so, we would have to be that ‘‘blind”’ court, against which 
Mr. Chief Justice Taft admonished in a famous passage, that does 
not see what all others can see and understand’ not to know that there 
is wide concern, both in and out of Congress, over some aspects of the 
exercise of the congressional power of investigation 

No place is that usurpation better seen than in the trespassing by 
the Legislature upon the judiciary. As was said in Lighter v. United 
States (334 U.S. 742, 779 

‘In peace or in war it is essential that the Constitution be secru- 
a obeyed, and particularly that the respective branches of 
the Government keep within the powers assigned to each by the 
Constitution.” 

And again, in Myers v. United States (272 U.S. 82, 116), by Mr. 
Justice Taft 

if there is a principle in our Constitution, indeed in any free con- 
stitution more sacred than another, it is that which separates the 
legislative, executive and judicial powers.” 

in urnn v. United States (349 U.S. 155-161). the S ipreme Court, 
by Mr. Chief Justice Warren, said: 

“But the power to investigate, broad as it may be. is also subject 
to recognized limitations. It cannot be used to inquire into private 
affairs unrelated to a valid legislative purpose. Nor does it extend 
to an area in which Congress is forbidden to legislate. Similarly, the 
power to investigate must not be confused with anv of the powers 
of law enforcement; those powers are assigned under our Constitution 


to the executive and the judiciar \ 
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And again, by Mr. Justice Brandeis, in Myers v. United States (272 
U.S. 52, 293, 71 L. at 160): 

“The: doctrine of the separation of powers was adopted by the 
Convention of 1787 not to promote efficiency but to preclude the 
éxercise of arbitrary power. The purpose was not to fight friction 
but, by means of the inevitable friction incident to the distribution of 
the governmental powers among three departments, to save the people 
from autocracy.”’ 

And again, in Kilbourn v. Thompson (103 U. S. 168): 

“It is believed to be one of the chief merits of the American system 
of written constitutional law that all the powers entrusted to govern- 
ments, whether State or National, are divided into the three grand 
departments; the executive, the legislative, and the judicial. * * * 

It is also essential to the successful working of this system that the 
persons entrusted with power in any one of these branches shall not 
be permitted to encroach upon the powers confided to the others but 
that each shall by the law of its creation be limited to the exercise 
of the power appropriate to its own department and no other.”’ 

Not only did the founders of our Republic separate the departments 
of Government, but they also limited the powers of each of those 
departments. It is a simple statement known to every American 
schoolchild that our Government consists of separate departments, 
that the powers of each of those departments is limited, and that all 
rights not granted to the Government are reserved to the people. 

To be specific, Congress has the specific power to legislate granted 
to it by the Constitution. It has an implied power to investigate 
which, however, can be no broader than the power to legislate. 

But when such self-discipline is not apparent in the actions of any 
governing body then it becomes the duty of the citizen to challenge 
that act by an appeal to law. It is that duty which I here feel obliged 
to maintain—see l’nited States v. L'nited Mine Workers of America 
(330 U.S. 258). 

This subcommittee by compelling me to leave my ordinary pursuits 
and to attend before it for the purpose of testifying with regard to my 
political beliefs, other personal and private affairs, and my associa- 
tional activities, is acting as a judicial indicting and accusatory power. 
It is intruding into the judicial sphere and is following a practice which 
closely parallels the practices which resulted in bills of attainder, 
being prohibited by our Constitution (art. 1, see. 10). 

The present practices of this committee fall within the condemna- 
tion and prohibition of that section. 

The Supreme Court said, in United States v. Lovett (328 U. S. 
303, 317): 

“Those who wrote our Constitution well know the danger inherent 
in special legislative acts which take away the life, liberty or property 
of particular-named persons, because the Legislature thinks them 
guilty of conduct which deserves punishment. They intended to 
safeguard the people of this country from punishment without trial 
by duly constituted courts. * * * 

“And even the courts to which this important function was en- 
trusted were commanded to stay their hands until and unless certain 
tested safeguards were observed. An accused in court must be tried 
by an impartial jury; has a right to be represented by counsel; he 
must be clearly informed of the charge against him; the law which 
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he is charged with violating must have been passed before he com- 
mitted the act charged; he must be confronted by the witnesses against 
him; he must not be compelled to incriminate himself. * * * 

“Our ancestors had ample reason to know that legislative trials and 
punishments were too dangerous to liberty to exist in the Nation of 
freemen they envisioned. And so they proscribed bills of attainder.”’ 

But a bill of attainder need not be the specific bill of attainder re- 
ferred to in the Constitution. It may be any legislative act taken in 
connection with known punishments which together constitute a depri- 
vation of civil rights. So to ask us whether I am or have been a 
member of the Communist Party may have dire consequences. | 
might wish to defend myself by taking recourse to the protection of 
the provisions contained in the Bill of Rights or challenge the perti- 
nency of the question to the investigation. Should I invoke the pro- 
tection of the Bill of Rights and the Constitution I thereby place my 
livelihood and my position in society in a position of jeopardy. Many 
of our States, municipalities, educational institutions, the Federal 
Government itself, and even private employers, have adopted rules 
of exclusion from employment for persons taking recourse in the Bill 
of Rights or the Constitution. 

The Supreme Court of the United States took cognizance of this 
condition in 1950, a time when it had not yet reached the full flavor 
of today. For in 1950, Mr. Justice Black, concurring in Jolet Anti- 
Fascist Refugee Committee v. McGrath (341, U.S. 123, 144, 145, said): 

“In this day when prejudice, hate, and fear are constantly invoked 
to justify irresponsible smears and persecutions of persons even faintly 
suspected of entertaining unpopular views, it may be futile to suggest 
that the cause of internal security would be fostered, not hurt, by 
faithful adherence to our constitutional guaranties of individual lib- 
erty. Nevertheless, since prejudice manifests itself in much the same 
way in every age and country and since what has happened before 
can happen again, it surely should not be amiss to call attention to 
what has occurred when dominant governmental groups have been 
left free to give uncontrolled rein to their prejudices against un- 
orthodox minorities. * * * Memories of such events were fresh in the 
minds of the founders when they forbade the use of the bill of 
attainder.”’ 

And he said further: 

“Moreover, officially prepared and proclaimed governmental black- 
lists possess almost every quality of bills of attainder, the use of which 
was from the beginning forbidden to both National and State Govern- 
ments.”’ (United States Constitution, art 1, sees. 9, 10). 

As was said in United States v. Lovett (328, UE. S., 303, 324), cited 
by Mr. Justice Black in the preceding opinion: 

“Figuratively speaking, all- discomforting actions may be deemed 
punishment because it deprives of what otherwise would be et ijoved. 
* * * The deprivation of any rights, civil or political, previously 
enjoyed, may be punishment, the circumstances attending and the 
cause of the deprivation determining this fact.” 

Upon all the grounds aforesaid I object not only to the jurisdiction 
of this committee, but also to the questions propounded by it. This 
objection is made upon the advice of counsel. 

Chairman EastLanp. Now, you are ordered-—vour objections are 
overruled. 
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Mr. Reporter, read the question. 

(The question referred to was read by the reporter.) 

Mrs. Fever. I have stated my objections. 

Chairman Eastianp. I order and dindot yc to answer that question. 
It is very pertinent to this inquiry. 

(The witness conferred with her counsel.) 

Mrs. Fever. I object upon the grounds stated here, and I wish the 
objection entered into the record, upon advice of counsel. 

Chairman Eastianp. It is admitted, what you read. 

Mrs. Fever. I wish this whole thing submitted. 

Chairman Eastianp. All right. 

Now, as I understand, that does not include the fifth amendment. 

Mrs. Fever. It does not include the fifth amendment. 

Chairman Eastianp. All right. I order and direct you, under 
penalty of contempt, to answer the question. 

Mrs. Fever. I well know the penalty, and at the price of a contempt 
from this group, | will stand by my Bill of Rights, gentlemen. 

Chairman EastiLanp. I order and direct you to answer the question. 

Mrs. Fever. I object, Senator. 

Chairman EastLanp. Now, that is overruled. Answer the question. 

Mrs. Fever. I object, Senator, on the grounds stated. 

Mr. Morris. Do you refuse to answer the question? 

Mrs. Fever. Pardon me? 

Mr. Morris. Do you refuse to answer the question? 

Mrs. Fever. I object on the grounds stated in that document | 
have handed you. 

Mr. Morris. But apart from that, do you refuse to answer? 

Mrs. Feuer. I refuse on the same grounds. 

Mr. Morris. Have you been employed by the Moscow Depart- 
ment of Education of the Soviet Union? 

(The witness conferred with her counsel.) 

Mrs. Fever. I object on the same grounds, gentlemen. 

Chairman EastLanp. The objection is overruled, and you are 
directed 

Mrs. Fruer. I refuse on the same grounds. 

Chairman East Lanp (continuing). And you are directed to auswer 
the question. 

Mrs. Fevupr. Senator, I refuse, on the same grounds. 

Mr. Morris. Mr. Chairman, I would like to read into the record 
at this time the questions and the answers of this witness in this 
same courtroom before Senator Watkins, as acting chairman, 2 days 
ago. The question asked of the witness by counsel was: 

“Mr. Morris. In 1931-32, you were employed as a technician by 
the Moscow Department of Education, were you not? 

“Mrs. Fever. I taught English. I was not a technician. | 
taught English there at a school called the Technicum. That was 
when I was on a trip abroad. I had gotten out of normal school, | 
went to France, I believe, and Germany, and the Soviet Union, and 
taught English there. It was for a period of approximately 2 or 3 
months. But my job was teaching English.” 

Chairman Eastianp. The objection is overruled, and she is ordered 
to answer the question. 

(The witness conferred with her counsel.) 
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Senator JENNER. Let the record show she refused to answer the 
question. 

Mr. Morris. Do you refuse to answer that question? 

(The witness conferred with her counsel.) 

Mrs. Fever. You have this in the record, and I wish to say one 
more thing. It might interest you gentlemen that I taught English 
there, and I used as part of my text the Constitution of the United 
States. I was doing much the same work that the Voice of America 
was doing, and I was being paid for teaching English. 

Chairman Easttanp. Who paid you? 

Mrs. Fever. I was paid by the head of the school. 

Mr. Morris. Who was the head of the school? 

Mrs. Fever. I don’t remember, gentlemen. It was in 1930. It 
was a Russian school; part of the public system of education, as far 
as I know. 

Mr. Morris. Were you a member of the Communist Party at that 
time? 

Mrs. Fruer. I have stated my objections to answering that ques- 
tion, and my refusal is based on the same grounds. 

Chairman EastLanp. The objection is overruled, and you are 
ordéred and directed to answer that question. 

Mrs. Fever. Gentlemen—excuse me. 

(The witness conferred with her counsel.) 

Mrs. Fever. You have it in my statement, I am not a Communist, 
and I refuse to answer the question. 

Chairman EastLanp. The question was: Were you a Communist 
at that time? I order and direct you to answer the question. 

Mrs. Fever. I am not a Communist, and I refuse to answer on the 
grounds stated in my statement. 

Senator JENNER. Mr. Chairman, I do not think the answer is 
responsive to the question. It is not a question of whether or not 
you are a Communist now. It is a question of whether or not she 
was a Communist when she taught in this Russian school and taught 
English and was paid by the Russian school. 

I think the committee is entitled to that information, Mr. Chairman, 

Chairman Eastianp. She is ordered and directed to answer the 
question. 

Mrs. Fever. Gentlemen, for the fourth time, I refuse. Iam nota 
Communist. This is getting to be inquisitorial. 

Senator JENNER. Mr. Chairman, may I ask a question? 

Shairman Eastianp. All right. 

Senator JENNER. I think maybe we can clear this matter up. 

Are you now or have you ever been a member of the Communist 
Party? 

(The witness conferred with her counsel.) 

Mrs. Fever. I am not a Communist. I refuse to answer on the 
same grounds in there. You are asking me when I| stopped beating 
my children. 

Senator JENNER. Mr. Chairman, I request that you order and 
direct the witness to answer the question: Are you now or have you 
ever been a member of the Communist Party? 

Chairman Easttanp. Yes. She is ordered and directed to answer 
the question. 
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Mrs. Feuer. How many times am I going to be asked the same one, 
when | have given you my refusal on this? I am not a Communist, 
and I refuse to answer on the basis of this thing here. 

Chairman Easttanp. As I understand it, you refuse to answer— 
you state you are not a Communist at the present time, but you refuse 
to answer as to «hether you have previously been a member of the 
Communist Party. 

(The witness conferred with her counsel.) 

Senator JENNER. Let the record show, Mr. Chairman, that the 
witness, before responding to this simple question, confers with her 
attorney 

Chairman EastLanp. All right. 

Mrs. Fever. Pardon me, I didn’t hear vou. 

Senator JENNER. It is just a matter for the record. 

Mrs. Fever. I will simply state, I stand on my refusal as stated 

my brief 

\ir. Morris. Your refusal does not include vour privilege against 
self-inerimination? 

\lvs. Fever. Pardon me? 

\ir. Morris. Your refusal is not based upon vour privilege against 
self-inerimination? 

\irs. Fever. It is not based on that, Mr. Morris. 

Mr. Morris. Mr. Chairman, I therefore suggest you direct the 
itness to answer the question. 

Chairman EasTLaNnp. She is again directed and ordered to answer 
the question, under penalty of contempt of the United States Senate. 

\lr. Morris. Mrs. Feuer, did you attend meetings 

Senator JENNER. Wait a minute. 

\lr. Morris. Excuse me, Senator. 

\Irs. Feuer. I refuse to answer the question on the grounds that 
I have stated there. 1 think this is the fifth refusal, Senator. 

Chairman Easrianp. All right. 

\fr. Morris. Mrs. Feuer, have you attended meetings at the home 
of Herman Liveright in New Orleans? 

The witness conferred with her counsel.) 

\irs. Feurr. As a matter of principle—I have nothing to hide, and 
as a matter of principle, | refuse to answer that question. 

Chairman EasrLaNnp. You are ordered and directed to answer the 
question 

\frs. Fever. I refuse on the grounds stated. 

\fr. Morris. These grounds do not include your privilege under 
the fifth amendment? 

\irs. Fever. They do not include the fifth amendment. 

Chairman EastLanp. They are pertinent to this inquiry, ma’am, 
and you are directed, under penalty of contempt, to answer the 
question 

\Irs. Fever. I am very cognizant of that, and I refuse on the basis 
stated in the document you have in front of you. 

\lr. Morris. Now, Mrs. Feuer, were you a member of the Com- 
munist Party when you attended meetings at the home of Herman 
Liveright here in New Orleans? Were you a member of the Commu- 
nist Party at the time when you attended meetings at the home of 
Herman Liveright in New Orleans? 

The witness conferred with her counsel.) 


\\ 
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Mrs. Fever. I did not attend meetings, and I refuse to answer. 
You ask it as if it were a fait accompli. Is this fair? 

Mr. Morris. Did you attend 

Mrs. Fever. I said | refuse to answer on a matter of principle 
But I will not have my good name and my character and my profes- 
sional position in this community impugned in this way 

Mr. Morris. Mrs. Feuer, we are trying to determine exactly what 
is your position with respect to the Communist Party. That is the 
purpose of this inquiry. 

Mrs. Fever. Mr. Morris, I am a widow with two small children, 
whose livelihood I am responsible for. If you so blacken my name 
that I can get no employment—because this has happened before to 
innocent people—then your conscience is something that you must 
live with. Mine is clear 

Chairman Easttanp. You have nothing to fear by being frank 
and open. 

Mr. Morris. Did you attend meetings at the home of the Live- 
rights? 

Mrs. Fever. I refuse to answer on the basis that I have stated 

Mr. Morris. Do vou remember writing a letter to the New Orleans 
Item on October 13, 1953, or at least writing a letter that appeared 
in the New Orleans Item on October 13, 1953, signed ‘Mrs. Josep 
Feuer, chairman of the National 

Chairman Eastianp. She is conferring with counsel 


Mr. Morris (continuing). Chairman, national legislation, Louis 


ana Parent-Teacher Association’’? 
Mrs. Fever. Everyone knows what the PTA stands for. Iam not 
impugning it, but as a matter of principle, | refuse to answe1 [am 


proud of the PTA in America 
Mr \MorRISs. On what basis do vou refuse to answer that question 


Mrs. Fever. On the basis this is an inquiry into my associational 
activity These are stated in mv brief 
Mr. Morris This does not include youl priviles against sé 


incrimination? 
Mrs Ky UE] It most certainly does nol 


Chairman ExstLtanp. The letter savs that vou were chair 
national legislation. Louisiana Parent-Teacher Association, w 
would appear that you were attempting to influence national legis| 
tion on behalf of the pal nt-teacher association at a time wheh oul 


information is that vou were a member of the Communist Party 

Now. 1 overrule \ ul objectior to the question, a id 1 ord 
direct you to answer the question 

Mrs Fever. This is the hardest thing in the world for me t O, lO 
keep quiet 

Chairman Eastbtanp. It is not hard for you to tell the truth, be 
open and frai 


Mrs. FEUER. No | have somet] nie O say here | have 


investment in this Constitution, and on that principle, even with a 
record I am so proud fin behalf of my work for the children of thus 
State, I refuse to answer, on prin ple, ana Mm objections are stated 
in the document vou have in front of vou 

senator JENNEI Mir. Chairmar nav | state to this w hess ( 
all have an invest { t! ‘on tuto] And there is a o 


spiracy, know nS he ( ft butuast COonspiracyv, oO O Ove rthrow 
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destroy this Constitution, and I think the witness should be apprised 
of that. 

I am informed in executive session the record reads like this: 

“Mr. Morris. Mrs. Feuer, are you chairman of the national 
legislative committee of the Louisiana Parent-Teachers Association? 

“Mrs. Fever. No. Iwas; 1 am not at present. 

“Mr. Morris. What year was that? 

“Mrs. Fever. I believe it ended in 1955. It might have been 
1954, Mr. Morris; | am not quite sure. 

“Mr. Morris. And you have written a letter to the editor of the 
New Orleans Times in the year, I think it was, 1953, with that title? 

“Mrs. Fever. Yes, I did. I didn’t recall—it was on the appointive 
school head; I do remember that. Yes, that is my article.” 

Now, Mr. Chairman, in view of that record in executive session, 
we need this testimony for open session, and I suggest that the witness 
be ordered and directed to answer the simple question counsel has 
asked her. 

Senator Warkins. I also suggest she has waived any protection 
under the fifth amendment. 

Senator JenNER. She is not using the fifth amendment; therefore, 
she has no protection. 

Senator Watkins. She is waiving any of the other objections. 

Senator JENNER. She has opened up the subject, and we are 
entitled to go into it. The perent-teachers association is a good 
organization, but if it is being infiltrated by members who are members 
of the Communist conspiracy, they will destroy the parent-teachers 
association, too. 

Chairman EastLanp. Or use it as a tool for the Communist Party. 

Senator JENNER. Absolutely. 

Chairman EastLaNnp. I order and direct you to answer the question, 
and I do that under penalty of contempt if you do not. 

(The witness conferred with her counsel.) 

Mrs. Fever. I am no orator, gentlemen; and—may I finish? 

Mr. Morris. I am sorry. 

Mrs. Fever. I refuse to answer this question, much as I am 
delighted in everything I believe in with children. 

Chairman EasriaNnp. All right. I ask you this question, ma’am: 
Were the questions and answers that Senator Jenner read you true? 

Mrs. Fever. On a matter of principle, because my principles are 
pretty stanch, gentlemen, I refuse to answer. You have the record 
before vou. Do with it what you will. 

Senator JENNER. Mr. Chairman, may I ask the witness a question? 

Do you have one set of principles in an open session, and another 
set of principles in an executive session? 

Mrs. Fever. May I ask the same question of you, Senator. 

Senator JENNER. I wasn’t at the executive session. 

Mrs. Fever. Then let me ask it of the people who were. 

Senator JENNER. I am reading from the record. Is the record 
true or is the record untrue? 

(The witness conferred with her counsel.) 

Chairman Easrtanp. Answer his question. 

Mrs. Fever. I stand on my objections and my refusal to answer. 

Senator JENNER. Mr. Chairman, I suggest the witness be ordered 
and directed to answer the question. 
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Chairman Eastianp. She is ordered and directed to answer the 
question. 

Mrs. Fever. I stand on it for the reasons stated in the document. 

Mr. Morris. And they do not include the privilege against self- 
incrimination? 

Mrs. Fever. You have repeated that many times, Mr. Morris. 

Chairman Eastianp. Answer it. 

Mr. Morris. It does not? 

Mrs. Fever. It does not. 

Mr. Morris. All right. 

Were you a member of the Communist Party on October 13, 1953, 
when this particular letter appeared in the New Orleans Item? 

Mrs. Fever. Iam not a Communist. I will not be impugned, and 
I am not answering that question. 

Mr. Morris. That was not the question. 

Chairman EastLtanp. Yes, but you are dodging. Now answer his 
question. He asked you if you were a Communist at the time that 
letter appeared in the New Orleans Item in 1953. 

Mrs. Fever. I want no tags of dodging put on me. 

Chairman EastLanp. Answer the question. 

Mrs. Fever. I am going to answer the question. Put a tag of 
‘principles’ on my stand, if you please. I refuse to answer that 
question. 

Chairman EastLanp. You are ordered and directed to answer the 
question. 

Mrs. Fever. | refuse to answer on the first amendment, not the 
fifth; the ninth amendment, and the Bill of Rights that protects the 
citizens of the United States. 

Chairman Eastianp. They are overruled. 

Senator WaTKINs. Just a moment. She has included the Bill of 
Rights at this time, and that includes the fifth amendment. 

Mrs. Fever. | am excluding the fifth amendment, Senator Watkins. 

Senator Watkins. We have to make a record here, and it is a 
little difficult to make a record 

Mrs. Feuer. Yes, Senator. 

Senator WATKINS. Just a moment. Let me talk, and we will let 
you talk. 

We have to make a record. We ask these questions, and you 
think they are repetitious, but for the purpose of this record we have 
to do it. 

This matter has not been decided by the Supreme Court, as I recall, 
definitely and specifically on the first amendment. It has been on the 
fif'h amendment. 

With respect to objections to testify—I am advised that I am 
mistaken on that; that it has been decided on the first amendment. 
There is a man now in jail. He claimed the protection of the first 
amendment, and he could not get by with it. 

You see, we have been asking you a series of questions, and you are 
very willing to say that you are not now a Communist 

Mrs. Fever. I didn’t sav I am not now a Communist. I said 
[am not a Communist. You made the differentiation; I didn’t make 
it. 

Senator Watkins. I just can't see it. 
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Mrs. Fever. Explain to me, as a lawyer, why vou have to repeat 
these things. Let me explain to you as a psychiatric social worker 
what this does to a human being in terms of wrecks of feelings and 
ability to function, and what it does to a family. 

You gentlemen who have respect for the families of America, 
consider mine. 

Senator Warkins. I think we have some respect for the families 
of America. We are men who have families. 

Mrs. Feuer. I know you have. 

Senator Warkins. Just a moment. You will have your oppor- 
tunity. 

You made some of these charges about this committee. This 
committee is sworn to uphold the Constitution of the United States, 
and we follow what the Court has ruled. 

With respect to the first amendment, which you claim, and with 
respect to the others except the fifth amendment, I am advised by 
the chairman the Supreme Court has ruled on those matters, and 
you cannot refuse to answer those matters simply on the ground of 
those other amendments. 

And | am advising you, under those circumstances, the law being 
as. | understand it is, and I am now so advised that it is, that it is 
our duty to insist upon these answers and to make a record on this 
matter, because you are not the only one we have to interrogate. 
We have to hold hearings over this country, because we have found 
that this conspiracy which seeks to overthrow this Government is 
directed, in fact, by a foreign government. 

We are trying to protect the lives and the necks of all of us so we 
will not be obliterated some night by bombs, the secrets of which 
were stolen from this country by spies, and people who had very 
respectable positions in this country were informers for the other 
side. 

Now, it is the life of this country that is at stake. We are being 
taxed billions of dollars to provide defenses on the field of battle, and 
at the same time we must also protect the internal security. 

Many times the enemies from within are far more dangerous than 
those on the outside. We could protect against those outside, but 
unless we know who they are on the inside, we cannot build up our 
protection; that is for you and your children, that is for all of us. 

We try to protect motherhood; we try to protect the American 
home, all of us. We have a duty we are trying to discharge here, and 
[ cannot sit here silent and hear you make these charges against the 
Congress of the United States. 

We are seeking to protect and defend this country. If you wanted 
to cooperate, it would be just as easy for you to answer the other 
question. You have a right not to answer it if you don’t want to, 
I mean under the fifth amendment, but you have not claimed that. 

But when you are here, it is your duty to answer these questions 
and to submit to the rules and regulations that have been upheld by 
the courts of this country and by the Constitution of this country, 
and by = Court interpreting that Constitution. 

Now, are not here to try you. We are not here to sentence you 
to eatkines We are here to get the information. And the informa- 
tion we have in our possession indicates that in this very community 
there is an active Communist movement, and we are trying to find 
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out, because if there is, we have got to get laws, maybe we will have to 
change our laws, so they will root out any of those conspiracies any- 
where in the United States. 

This is a great port and a great city, and a vulnerable city from the 
point of attack, and we certainly intend to do our duty here. 

Now, it is all right to wave the fils ag of motherhood. We all have 
respect 

Mrs. Fever. No, Senator; do not say that to me. 

Senator Warkins. I understand, but you have been waving it. 

Mrs. Fever. It has not been a waving, Senator. 

Senator Warkins. You come to one question only, and you refuse: 
you don’t claim the protection of the fifth amendment; you don’t say 
it would incriminate you, and yet you say you won’t answer that 
question. 

You are the witness, and you are the one that determines that. But 
in view of that position, we have to make a record here because we 
have got to determine whether -or not, under those circumstances, 
people can go on refusing to give information that the Congress needs. 

(The witness conferred with her counsel. ) 

Chairman EastLanp. The witness claimed protection of her family. 
The chairman thinks that the families of thousands of young men 
that sleep in Korea, who were killed fighting communism, desire that 
this country be protected from within. We think they have some 
rights, also. 

Mrs. Fever. Senators, I think you gentlemen have a great deal of 
insight, and know the difference between the integrity of a citizen, a 
mother, a principal social worker, and that of a politician, and my 
objections and refusals to answer have —_ based upon my firm 
convictions and principles that I would not be helping the security 
of my country by destroying its Constitution 

This is my basis; not politic s, not some miasmic plot 

Senator JenNeR. Mrs. Feuer, were you ever a member of the Com- 
munist Party when you were a member of the parent-teachers asso- 
ciation? 

Mrs. Fever. I refuse to answer that question, Senator Jenner, on 
the same basis. 

Senator Jenner. Mrs. Feuer, don’t you see what position you put 
this committee in? You had another fine lady in this community, 
a Mrs. Wolsch. She took the witness stand under oath. and when 
we asked her about the parent-teachers association, she freely told 
the committee about it 

Yet, you refuse; why: 

(The witness conferred with her counsel 

Mrs. Fever. Senator Jenner, | will pit my public record of service 
to a community that I love, which is New Orleans, against yours, 

against anyone else’s in this community, and I will present it fairly 
and squarely in a court of law. 

Senator JENNER. Then won’t you help this committee by telling us 
whether or not vou were ever a member of the Communist Party when 
vou were associated with the parent-teachers association? 

Mrs. Fever. On the basis of principle, no; in a court of law, ves. 

Senator JENNER. I think | understand 

Mr. Morris. Mrs. Feuer, were you a member of the Communist 


Party when you were served with a subpena last week by this com- 


, 


mittes 
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\lrs. Fever. I have said I am not a member of the Communist 
Party. 

Senator JENNER. That is not responsive. 

Chairman EastLanp. | understand it is not responsive. I will 
order to answer it. 

\irs. Fever. | object to that. This is an invasion into my political 
beliefs, my personal and private affairs, mv associational activities. 
And I am very tired, gentlemen; it is in the record. 

Chairman EKasrLtanp. That is overruled. 

Senator JENNER. Mrs. Feuer, do you believe the Communist 
Party is a political party? 

Chairman EasTLanp. Wait just minute. 

| overrule the objection, and I ordered you and direct you to answer 

that question. It is a very pertinent question. 
\irs. Frurr. | refuse to answer on the basis that I have stated here. 
Senator JENNER. Mrs. Feuer, do you think the Communist Party 
a political party: 
\irs. Fever. I refuse to answer. Iam nota politician. Ask mea 
question about social work, Mr. Jenner, and I will answer to the best 
of my ability 

Senator JENNER. All right 

Do you think that a party which is dedicated to the overthrow and 
the destruction of your country is a political party in the true sense 
of the word? 

\ir. Fever. L refuse to answer, Mr. Jenner. Give me several years 
Or rest arch 

Chairman EasrLanp. | order and direct you to answer the question. 

\MIrs. Fever. I refuse to answer. 

he witness conferred with her counsel.) 

\ir. Morris. Mr. Chairman, | have no more questions—oh, yes. 
Mir. Mandell, will vou identify this exhibit? 

Mir. Manpeui. The next exhibit is “Letters from Item readers,’ 
published in the New Orleans Item, October 13, 1953, being a letter 
to the editor, signed as being from Mrs. Joseph Feuer, chairman, 
national legislation, Louisiana Parent-Teacher Association. 

\Ir. Morris. Mr. Chairman, may that go into the record and be 
marked the number of the next consecutive exhibit? 

The document referred to was marked ‘‘Feuer Exhibit No. 6,’ 


} 


and reads as follows 


) 


, 


[Letters from Item 1eaders] 


Says “Appoint Scuoot Heap” 
To the Eprror: 

Congratulations on your excellent editorial supporting legislation 
for an appointed State superintendent of education. 

We in New Orleans Parish, in the past few years, have seen the 
tremendous strides our schools have taken under an appointed super- 
intendent, responsible to a nonpolitical school board. Under the 
same conditions our State system would show comparable improve- 
ment 

There is an unanimity of opinion among educators and informed 
lay people as to the superiority of appointment over election for this 
professional job. 
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Not only the National Education Association, the American Asso- 
ciation of School Administrators, and the National Council of Chief 
State Officers, but also the State superintendents themselves, whether 
elected or appointed, are overwhelmingly in favor of this method. 

The Shreveport Times Survey. published May 11, 1952, states the 
following: 

Superintendents in favor of appointment, 32; superintendents in 
favor of election, 9; superintendents in favor of either method, 1; super- 
intendents having no opinion, 3; superintendents not replying, 3 

This survey further reports that 14 of the superintendents who are 
now elected favor appointment rather than their own system of elec- 
tion. On the cther hand, of the 17 superintendents who are now 
appointed, not one of them was in favor of election 

The citizens of Louisiana are vitally concerned with our State 
educational system, both as parents and taxpayers. Once they know 
the facts they will act to obtain the optimum school system for thei 
tax dollar. 

The item has performed a much-needed public service by informing 
its readers of this situation. 

Mrs. Josepu Fever, 
Chairman. National Legislat 07 Lowisiar a Parent-Teacher 
Association. 

Mr. Morris. Mr. Chairman, I have no more questions of this 
pariicular wiiness 

Senator JENNER. | have no questions, Mr. Chairman. 

Senator Warkins. I have no more questions 

Chairman Easr.Lanp. | am going to hold vou under subpena. You 
are temporarily excused 

Mrs. Fever. Mav I be excused for the dav? 

Chairman KASTLAND No, maam, you may not De excused fo 
the day 

Call your next witness. 
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PROCEEDINGS AGAINST LUDWIG RAJCHMANN (OR 
RAJCHMAN) FOR CONTEMPT OF THE SENATE 


Fesruary 25, 1957.—Ordered to be printed 





Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S., Res, 104] 


The Subcommittee To Investigate the Administration of the In- 
ternal Security Act and Other Internal Security Laws, of the Com- 
mittee on the Judiciary, as created and authorized by the United States 
Senate by Senate Resolution 366, 81st Congress, 2d session; Senate 
Resolution 7, 82d Congress, 1st session, agreed to January 29, 1951; 
Senate Resolution 198, 82d Congress, 1st session, agreed to September 
27,1951; Senate Resolution 314, 82d Congress, 2d session, agreed to 
May 29, 1952; Senate Resolution 46, 83d Congress, 1st session, agreed 
to January 30, 1953; Senate Resolution 172, 83d Congress, 2d session, 
agreed to January 27, 1954; Senate Resolution 49, 84th Congress, 1st 
session, agreed to February 4, 1955; Senate Resolution 58, 84th 
Congress, Ist session, agreed to March 18, 1955; Senate Resolution 
209, 84th Congress, 2d session, agreed to February 8, 1956; Senate 
Resolution 174, 84th Congress, 2d session, agreed to February 20, 
1956, and Senate Resolution 58, 85th Congress, 1st session, agreed to 
January 30, 1957, caused to be issued a subpena ad testificandum to 
Ludwig Rajchmann (or Rajchman). The said subpena directed 
Ludwig Rajchmann (or Rajchman) to be and appear before the said 
subcommittee on Wednesday, February 20, 1957, at 10 a. m. at their 
committee room, 319, Senate Office Building, Washington, D. C., 
then and there to testify what he might know relative to the subject 
matters under consideration by said subcommittee. 

The said subpena was issued February 18, 1957, and is set forth 
as follows: 
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Unitrep Strates or AMERICA 
CONGRESS OF THE UNITED STATES 


To Mr. Lupwic RascuMann (or RascuMan), 
Care of UNICEF, United Nations Headquarters, 
New York City, N. Y., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear 
before the Internal Security Subcommittee of the Committee on the 
Judiciary of the Senate of the United States, on Wednesday, February 
20, 1957, at 10 a. m., at their committee room 319, Senate Office 
Building, Washington, D. C., then and there to testify what you may 
know relative to the subject matters under consideration by said 
committee. 

Hereof fail not, as you will answer your default under the pains 
and penalties in such cases made and provided. 

To United States marshal or Lyle H. Munson, consultant, to serve 
and return. 

Given under my hand, by order of the committee, this 18th day of 
February, in the year of our Lord one thousand nine hundred and 
fifty-seven. 

James O. EAsTLanp, 
Chairman, Committee on the Judiciary and 
Subcommittee on Internal Security. 


The said subpena was duly served, as appears by the return thereof, 
by Lyle H. Munson, who was duly authorized to serve such subpena. 
The return of the service by the said Lyle H. Munson, bearing his 
endorsement, is set forth as follows: 

FEBRUARY 19, 1957. 

I made service of the within subpena by hand delivery, in person, 
to the person of the within-named Ludwig Rajchmann, at 7:31 p. m. 
at the Hotel Westbury (lobby), at Madison Avenue and 69th Street, 
New York, N. Y. at 7:31 o’clock p. m., on the 19th day of February 
1957. 

Lyte H. Munson. 

The said Ludwig Rajchmann (or Rajchman) failed to appear and 
then and there testify before the said subcommittee as a witness on 
February 20, 1957, as specifically ordered and directed in the aforesaid 
subpena. 

As a result of the failure and refusal of said Ludwig Rajchmann (or 
Rajchman) to appear before the said subcommittee and testify, the 
said subcommittee therefore was deprived of evidence pertinent to 
the subject matter which, within the scope of its authority, the said 
subcommittee was proceeding to investigate, and places the said 
Ludwig Rajchmann (or Rajchman) in contempt of the United States 
Senate. 


O 
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A CASE IN WHICH THE ATTORNEY GENERAL HAS RECOM- 
MENDED THE RESCISSION OF THE ADJUSTMENT OF 
STATUS IN THE MATTER OF ASHUN YUNG 





Fespruary 25, 1957.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §, Con, Res. 18] 


The Committee on the Judiciary, to which was referred this case in 
which the Attorney General has recommended the rescission of an 
adjustment of status (suspension of deportation) previously granted, 
having considered the same, reports favorably thereon and recom- 
mends that Senate Concurrent Resolution 18 with reference to. this 
case be agreed to. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to withdraw suspension 
of deportation in accordance with section 246 (a) of Public Law 414 
of the 82d Congress in the case of Ashun Yung. 


STATEMENT OF FACTS 


This is a case in which the Attorney General, acting through his 
duly authorized agents, has, upon the basis of after-discovered evi- 
dence, determined that an alien whose immigration status was adjusted 
through the suspension of deportation procedure, was in fact not 
eligible for such adjustment and has recommended that such adjust- 
ment be rescinded and the alien restored to a deportable status. 

Under section 19 (c) of the Immigration Act of February 5, 1917, it 
was provided, in substance, that the Attorney General could suspend 
deportation of certain aliens if he found that such deportation would 
result. in serious economic detriment to a citizen of the United States 
or legally resident alien who was the spouse, parent, or minor child of 
such deportable aliens. Section 19 (d) of that act specifically provided 
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that any alien deportable as a subversive was ineligible for suspension 
of his deportation. Under the law applicable at the time the case 
was referred to the Congress, the suspension of deportation became 
final unless acted upan adversely by the Congress in the session in 
which it was referred or in the session next following, and the status of 
the alien could be adjusted to that of a permanent resident. 

Public Law 414 of the 82d Congress, approved June 27, 1952, 
provided in section 246 (a) a procedure for the rescission by Congress 
of an adjustment of the immigration status of an alien made under 
the suspension of deportation procedure, if at any time within 5 
years after such status has been adjusted, it shall appear to the satis- 
faction of the Attorney General, and he so recommends to the Con- 
gress, that the person was not, in fact, eligible for such adjustment. 

Section 246 (a) reads as follows: 


Src. 246. (a) If, at any time within five years after the 
status of a person has been adjusted under the provisions of 
section 244 of this Act or under section 19 (c) of the Immi- 
gration Act of February 5, 1917, to that of an alien lawfully 
admitted for permanent residence, it shall appear to the 
satisfaction of the Attorney General that the person was 
not in fact eligible for such adjustment of status, the Attorney 
General shall submit to the Congress a complete and detailed 
statement of the facts and pertinent provisions of law in the 
ease. Such reports shall be submitted on the first and 
fifteenth day of each calendar month in which Congress is 
in session. If during the session of the Congress at which 
a case is reported, or prior to the close of the session of the 
Congress next following the session at which a case is re- 
ported, the Congress passes a concurrent resolution, with- 
drawing suspension of deportation, the person shall there- 
upon be subject to all provisions of this Act to the same 
extent as if the adjustment of status had not been made. 
If, at any time within five years after the status of a person 
has been otherwise adjusted under the provisions of section 
245 or 249 of this Act or any other provision of law to that 
of an alien lawfully admitted for permanent residence, it 
shall appear to the satisfaction of the Attorney General that 
the person was not in fact eligible for such adjustment of 
status, the Attorney General shall rescind the action taken 
granting an adjustment of status to such person and cancel- 
ling deportation in the case of such person if that occurred 
and the person shall thereupon be subject to all provisions 
of this Act to the same extent as if the adjustment of status 
had not been made. 


The Attorney General recommended to the 80th Congress that the 
deportation of Ashun Yung be suspended in accordance with the provi- 
sions of section 19 (c) (2) of the Immigration Act of February 5, 1917, 
and further, that if Congress approved this suspension of deportation 
that the proceedings be canceled and the status of Ashun Yung be 
adjusted to that of an alien lawfully admitted for permanent residence. 
The Congress took no adverse action in connection with the case, and 
the suspension of deportation became final. 

On June 12, 1956, there was submitted to the Congress a letter with 
attached complete and detailed statement which sets forth the facts 
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upon which is based the conclusion that Ashun Yung was not, in fact, 
eligible for the adjustment of status previously granted. The letter 
with attached statement reads as follows: 


JUNE 12, 1956. 
Hon. Ricuarp M. Nixon, 
President of the United States Senate, 
United States Senate, Washington, D. C. 

My Dear Mr. Vick Presivent: In accordance with section 246 (a) 
of the Immigration and Nationality Act (8 U.S. C. 1256 (a)), there is 
transmitted herewith a copy of an order entered in the case of Ashun 
Yung A-4196469, relative to rescission of adjustment of status granted 
this individual under section 19 (c) of the Immigration Act of 1917, as 
amended (8 U.S. C. A. 155 (e)). 

It will be appreciated if you will advise me of the action taken by 
the Congress on the case. 

Sincerely, 
J. M. Swine, Commissioner. 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Richmond, Va., May 4, 1956. 
File: A4 196 469—Philadelphia. 
In re: Ashun Yung. 
Subject: Rescission of adjustment of status under section 246 of the 
Immigration and Nationality Act. 
In behalf of alien: Herman Steerman, Esq., Philadelphia, Pa. 


This case is considered under section 246 of the Immigration and 
Nationality Act on recommendation of the special inquiry officer, 
approved by the district director, to rescind adjustment of status 
previously acquired pursuant to the provisions of section 19 (c) (2) 
of the Immigration Act of 1917, as amended. 

The record shows that proceedings against him were commenced by 
the issuance of a warrant of arrest October 15, 1946, served March 
20, 1947, following which hearing in the matter was held March 20, 
1947, and concluded October 6, 1947. Thereafter on February 10, 
1948, the central office affirmed favorable recommendation of the 
presiding officer. Upon approval of this action by Congress, subject 
submitted the required fee. He was subsequently informed by letter 
dated October 21, 1949, as to the creation of a record of lawful entry. 
Within 5 years of said payment, to wit; on July 22, 1954, formal notice 
(exhibit 1) was furnished and receipt thereof acknowledged (exhibit 2), 
advising him of intention of the Service to institute proceedings to 
rescind adjustment of status acquired in the manner indicated supra. 
Accordingly, this proceeding is timely. 

The question presented is whether the statutory character require- 
ment for relief previously authorized had been met. In that connec- 
tion the record now discloses that the subject, married to a citizen of 
the United States at the time of hearing, held October 6, 1947, with- 
held information regarding a marriage contracted in China prior to 
arrival here in 1939. He did, however, acknowledge another marriage 
in this country, terminated by divorce in 1942. 

It is his present contention that the concealment in 1947 was not 
willful but rather a misunderstanding on his part, in the belief that 
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he was not required to divulge marriage, or the existence of children, 
abroad. He alleges further that in any event, a divorce was obtained 
in 1941, in accordance with Chinese custom, removing the impediment 
to subsequent marriage. The explanation, claiming innocent conceal- 
ment of essential information, does not seem worthy of credence, 
His knowledge of a divorce in China, if there was in fact such termina- 
tion of his first marriage, was obviously acquired after hearing in 1947, 
Hence, failure at the time to testify truthfully precluded inquiry to 
determine whether his was a lawful marital status, a factor bearing 
directly on eligibility for suspension of deportation. Inquiry for the 
purpose of ascertaining what steps he was taking to meet the obliga- 
tion of supporting his family in China was likewise precluded. 

Since there was concealment with regard to material issues in the 
case, he failed to meet the statutory character requirement for ad- 
justment of status under section 19 (c) (2) of the act of 1917, as 
amended, and was therefore ineligible for such relief. Hence, this 
matter will be submitted to the Congress pursuant to section 246 of 
the Immigration and Nationality Act, for consideration as to with- 
drawal of suspension of deportation, resulting in rescission of adjust- 
ment of status and his becoming subject to all the provisions of the 
act, to the same extent as if such adjustment had not been made. 

Order, It is ordered that the foregoing matter be submitted to the 
Congress, pursuant to section 246 of the Immigration and Nationality 
Act for its consideration as to rescission of suspension of deportation 
heretofore granted under section 19 (c) (2) of the Immigration Act of 
1917, as amended. 

P. A. Esprerpy, 
Acting Regional Commissioner, Southeast Region. 


The Attorney General has concluded that under the provisions of 
section 246 (a) of the Immigration and Nationality Act, the adjust- 
ment of status granted Ashun Yung under section 19 (c) (2) of the 
Immigration Act of February 5, 1917, is rescindable on the ground 
that he failed to meet the character requirement at the time the 
adjustment was granted and hence was stuatutorily ineligible under 
that act. 

The committee, after consideration of all the facts, is of the opinion 
that the concurrent resolution should be agreed to. 


O 
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CERTAIN CASES IN WHICH THE ATTORNEY GENERAL HAS SUSPENDED 
DEPORTATION PURSUANT TO SECTION 244 (a) (5) OF THE IMMI- 
GRATION AND NATIONALITY ACT 





FEBRUARY 25, 1957.—Ordered to be printed 





Mr. Eastianp, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. Con. Res. 17] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation, hav- 
ing considered the same, reports favorably on certain of said cases and 
recommends that Senate Concurrent Resolution 17 with reference to 
certain of said cases be agreed to. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 313 of the 82d Congress of 
suspension of deportation in certain cases in which the Attorne 
General has suspended deportation pursuant to section 244 (a) (5) 
of the Immigration and Nationality Act. 


STATEMENT OF FACTS 


This resolution includes certain cases in which the Attorney General 
has exercised the discretionary authority granted to him under the 
Immigration and Nationality Act to suspend the deportation of certain 
aliens deportable as former subversives, criminals, immoral persons, 
violators of the narcotic laws or violators of the alien registration laws. 
The cases have been referred to the Congress by the Attor ney General 
under the procedure prescribed in the act which requires affir mative 
approval by both the Senate and House of Representatives in this 
type of case before the act of the Attorney General in suspending 
deportation may become final and the immigration status of the alien 
adjusted to ths at of an alien lawfully admitted for permanent residence. 
In a majority of the cases the aliens were originally lawfully admitted 
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to the United States, they have long periods of residence, and they 
have close family ties in this country. In each case which is recom- 
mended for approval, a careful check has been made to determine 
whether or not the alien has met the requirements of the law, is of 
good moral character, and his case presents strong equities which 
would warrant the grant of suspension of deportation. In each case, 
it has been administratively found that the alien has effected a genuine 
reformation. 

Under the provisions of section 244 (a) (5) of the Immigration and 
Nationality Act, the Attorney General is granted the discretionary 
authority, upon application by the alien, to adjust the status of certain 
aliens who have committed acts making them deportable as sub- 
versives, criminals, immoral persons, violators of the narcotic laws, or 
violators of the alien registration laws, through a suspension of depur- 
tation procedure, This form of discretionary relief is available to the 
deportable alien within those categories upon a showing (1) of 10 
years’ continuous physical presence in the United States following the 
commission of an act or the assumption of a status constituting a 
ground for deportation; (2) that he has not been served with a final 
order of deportation up to the time of his application for suspension ; 
(3) that he has been a person of good moral character during the 
required period of physical presence; and (4) that his deportation 
would result in exceptional and extremely unusual hardship to himself 
or to his spouse, parent or child, who is a citizen or an alien lawfully 
admitted for permanent residence. 

Prior to December 24, 1952, the effective date of the Immigration 
and Nationality Act and since 1940, there has been in effect a suspen- 
sion of deportation procedure under which the Attorney General has 
had discretionary authority to adjust administratively the status of 
certain deportable aliens under conditions specified in the law. How- 
ever, under the procedure as it existed prior to December 24, 1952, the 
Attorney General was specifically denied the authority to grant sus- 
pension of deportation to aliens deportable as former subversives, 
criminals, immoral persons, and physical and mental defectives under 
the provisions of section 19 (d) of the Immigration Act of 1917. While 
the absolute bar to suspending the deportation of aliens in such cate- 
gories has been removed, section 244 (a) (5) of the Immigration and 
Nationality Act sets forth precise standards for determination of 
whether or not the individual cases merit the administrative relief 
made available to the deportable alien. Under the procedure pre- 
scribed, the Attorney General is required to report each case in which 
he suspends deportation under section 244 (a) (5) of the act to the 
Congress, and affirmative congressional approval is required in each 
case before the suspension of deportation becomes final and the status 
of the alien can be adjusted to that of a permanent resident. 

Included in the concurrent resolution are 132 cases. ‘These 132 cases 
are among 143 cases referred to the Congress from February 1, 1956, 
to July 16, 1956, inclusive. Of the cases referred during this period 
2 cases have been withdrawn by the Attorney General, and 9 cases have 
been held for further study and investigation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent reso- 
lution should be enacted and accordingly so recommends its enactment. 


O 
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Mr. Hitt, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany S. Con. Res. 10] 


The Committee on Labor and Public Welfare, to whom was referred 
the resolution (S. Con. Res. 10) relating to the importance of hospitals 
and the appropriate observance of National Hospital Week, having 
considered the same report favorably thereon without amendment and 
recommend that the resolution do pass. 

America’s hospitals play an absolutely necessary role in the struggle 
to protect and strengthen our Nation a protecting the health of its 
citizens. If our people understand the importance of our hospitals 
to the communities they serve, they will lend those institutions the 
support they must have in order to properly discharge their important 
functions. It is for the purpose of creating such understanding and 
developing such support that we set aside 1 week each year to be 
designated as ‘‘National Hospital Week.” 

The chosen theme of National Hospital Week this year is “Careers 
that count.” Throughout that week community leaders in other 
fields will join with our hospital administrators in alerting our young 
people to the great opportunities for richly staisfying lives which are 
open to them in the many challenging careers in health services 
offered in today’s community hospital. 

The Committee on Labor and Public Welfare, constantly reviewing 
the operations of the Hill-Burton Hospital Construction Act through 
which modern hospital service has been made accessible to people 
throughout the land is keenly aware of the great and growing need of 
our hospitals to attract more and more intelligent and dedicated young 
people to undertake the many and varied tasks essential to the func- 
tioning of these most complex life-sustaining institutions. The 
committee believes that success in this endeavor is vital to the Nation. 
Therefore, the committee unanimously recommends that the Congress, 
through the prompt enactment of Senate Concurrent Resolution 10, 
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should request the people of the United States to join in the observance 
of National Hospital Week during the period beginning on May 12, 
1957 and ending May 18, 1957. 


CHANGES IN EXISTING LAW 


Since the concurrent resolution merely expresses the sense of the 
Congress and calls upon the people to voluntarily join in promoting 
the objectives of National Hospital Week, it involves no changes in 
existing law and consequently there is no need for compliance with 
subsection 4 of rule X XIX of the Standing Rules of the Senate. 

Senate Concurrent Resolution 10 reads as follows: 


Whereas our Nation’s hospitals are dedicated to the cause 
of protecting the lives and providing for the health needs of 
all our citizens; and 

Whereas our National and State hospital associations have 
with diligence and unceasing efforts worked to provide the 
highest quality care for all Americans in the Nation’s hos- 
pitals; and 

Whereas American hospitals are the centers of community 
health services to our citizens; and 

Whereas national recognition of the importance of hospitals 
in the American community has been celebrated annually 
since 1921 on the anniversary of Florence Nightingale’s 
birth; and 

Whereas our Nation’s hospitals are vital to civil defense 
and natural disaster planning and efforts at all levels of 
government—Federal, State, and local; and 

Whereas it is understood that the week beginning May 12 
and ending May 18, will be observed as National Hospital 
Week: Now, therefore, be it 

Resolved by the Senate (the House of Representatives concur- 
ring), That the Congress hereby requests the people of the 
United States to join in proclaiming the importance of hos- 
pitals in the American community and their tradition of 
devoted service to the American people, and to cooperate in 
a voluntary effort to observe National Hospital Week with 
appropriate ceremonies and activities. 


O 
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PROGRESS ON REORGANIZATION OF THE PASSPORT 
OFFICE, DEPARTMENT OF STATE 





Fesruary 25, 1957.—Ordered to be printed 





Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


On March 1, 1956, the Committee on Government Operations sub- 
mitted to the Senate a report on the reorganization of the Passport 
Office (S. Rept. 1604, 84th Cong.). The committee also recommended 
approval of an original bill, S. 3340 (S. Rept. No. 1605) which incor- 
porated the recommendations contained in the original report, pro- 
viding for the elevation of the status of the Passport Office to a new 
United States Passport Service under the direction of the Secretary 
of State; establishing a revolving fund in order to provide flexibility 
in financing and permitting the Director to meet expanding or con- 
tracting activities caused by seasonal or extraordinary conditions; 
providing that passport renewal fees be increased by 100 percent to 
conform to increased service costs; and requiring that the Passport 
Office be provided with its own accounting and internal audit system. 

On April 12, 1956, after briefly considering S. 3440, the Senate 
referred the bill back to the committee in order to permit officials 
of the Department of State to present their views. At the hearings 
which followed, representatives of the Department assured the com- 
mittee that sufficient legislative authority already existed to complete 
the reorganizations recommended, and to modernize the operations 
and administration of the Passport Office by effecting organizational 
and fiscal changes which would insure the necessary flexibility to meet 
the increasing seasonal demands for passports. 

Before the adjournment of the 84th Congress, Senator Hubert H. 
Humphrey, at whose request the original reorganization program was 
initiated by the staff of the Committee on Government Operations, 
inserted a statement in the Congressional Record (August 13, 1956, 
p. A6341) including certain correspondence with the chief clerk of the 
committee, requesting that the staff continue its studies relative to 
progress made in effecting appropriate reorganizations and improve- 
ment of administrative procedures within the Passport Office so that 
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& progress report might be submitted to the Senate upon the conven- 
ing of the 85th Congress. At the direction of the chairman, the staff 
has been in periodic contact with the Director of the Passport Office 
and with representatives of the General Services Administration, the 
General Accounting Office, the Department of State, and other 
Federal agencies, to determine whether or not there was a need for 
any further official action on the part of the committee and the Con- 

ess to insure that the recommended reorganization program would 

e fully implemented. The staff was specifically directed to report 
on any defficiencies in operations which had resulted in the creation 
of serious delays in the issuance of passports and which had not been 
eliminated during the peak 1956 travel period. This report is sub- 
mitted for the information of the Senate in accordance with that 
directive. 


THE PRESENT STATUS OF THE REORGANIZATION PROGRAM 


While there were continued backlogs held over from the previous 
year in both filing and correspondence, and some delays in the issuance 
of passports during the rush travel months of 1956, later developments 
indians that passport issuance delays were occasioned largely through 
the unprecedented demand for special services on 31 percent of the 
applications received. This involved the special handling of 115,000 
applications requiring expeditious service due to last minute filing of 
applications, changes of address, changes in departure dates, matters 
involving life, death, and sickness. Furthermore, the changeover 
from established procedures that had been in operation since the Office 
was created to the new program which required the operation of new 
equipment and an understanding of the modernized procedures in- 
stalled under the reorganization program, had not been fully effected 
before the heavy seasonal demands for passports were encountered. 
The fact that the employees of the Office had not had sufficient time 
to familiarize themselves thoroughly with these innovations at that 
time, coupled with difficulties encountered in obtaining the speedy 
allocation of funds for reclassified jobs, the additional experimental 
programs designed to further simplify and speed up the issuance of 
passports, as well as the unusually heavy load of special assignments 
directed to the Passport Office by other areas of the Department of 
State as well as other agencies of Government accounted for the 
temporary delay in fully effectuating the reorganization program. 

Another area in which deficiencies were found to exist during the 

eak of the 1956 travel season was the inadequacy of telephone instal- 
ations, personnel and operations, which had not been adequate to 
meet the standards recommended by the staff of this committee and 
the Passport Office reorganization team. While two additional lines 
were installed, the Passport Office was not given the required equip- 
ment with which to service these lines. This continued deficiency 
caused a number of renewed complaints on the part of Members of 
the Congress and others who were unable to make appropriate con- 
tacts with the Passport Office or to receive prompt reports on the 
status of applications. 

The staff has now been informed by the Director of the Passport 
Office, Miss Frances G. Knight, that the additional time which has 
elapsed since the 1956 peak travel season, following the initial activa- 
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tion of the reorganization program, has permitted implementation of 
most of the recommendations proposed by the reorganization team, 
as set forth in the committee’s report to the Senate in the 84th Con- 
gress. The Director now reports that a majority of the personnel of 
the Office has become familiar with the new mechanized equipment 
and the modernized procedural and records programs; that the 
voluminous backlogs in both filing and correspondence have been 
cleared up; that administrative procedures and supervisory direction 
has been tightened; that an on-the-job training program has been 
initiated to increase the production of the individual employee and 
train the new employees in several phases of passport procedures. 

The staff, after consultations with the Director and representatives 
of the other agencies involved, reports that the Passport Office is 
presently current in its operations. The average lapsed time for the 
issuance of a passport after receipt of an application is estimated at 3 
days, the lowest in the history of the Office. 

The prospect of continued current operation appears to be assured 
even in the face of increased applications for passports which are 
estimated to total 628,000 during fiscal year 1957, or an increase of 
12 percent over fiscal year 1956. Comparative totals for 1956 and 
1955 were 560,711 and 504,079, respectively. Innovations in fiscal 
1957 include the installation and utilization of additional new and 
modern equipment and filing systems; revisions of brochures and 
services; improvements in correspondence and mailing procedures. 
Pronounced improvements have already been made in the operations 
of agency facilities, congressional services, internal security practices, 
and in the compilation of data, statistical and accounting controls. 

The New York Passport Agency has been reorganized and is now 
generally operating after the pattern established in the Washington 
office. A new agency has been established at Los Angeles. The 
staff is also informed that the Director has made or will make recom- 
mendations to the Department of State for the establishment of an 
agency at Miami, Fla., and for the improvement of the present 
facilities of the San Francisco, New Orleans, and Chicago agency 
offices. The committee has been informed that widespread public 
approval has resulted from the program of reorganization, refurbish- 
ing, and revitalization of the field agencies. 


PROTECTIVE MAINTENANCE OF PRESENT EFFICIENCY 


The committee, after reviewing the progress made in the operations 
of the Passport Office since the reorganization program was completed, 
believes that it is of paramount importance that the Office be allocated 
appropriate authority with necessary flexibility in budget and opera- 
tion to maintain its present high standard of efficiency and that, under 
the direction of the Director, continuing studies and improvements 
should be made to prepare the Passport Office for the increased speed 
and service demanded by the American public. 

It is important that there be no deterioration in the internal pro- 
cedures now in effect, nor in the maintenance of a current status in 
filing, correspondence, specific travel statistics, and general travel 
information to the public. The Passport Office must not be permitted, 
through lack of funds or manpower, to again fall behind in its services 
to the public. 
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COMMENTS OF COOPERATING AGENCIES 


The Comptroller General of the United States stated in his annual 
report for the fiscal year ending June 30, 1956, that— 


during the year we worked in close cooperation with the 
Senate Committee on Government Operations on a number 
of matters under consideration by that committee. We 
assisted with the work of the Committee on Reorganization 
and Modernization of the Passport Office of the Department 
of State * * *. Under the sponsorship of the Senate Com- 
mittee on Government Operations, the General Accounting 
Office, the Genera] Services Administration, and the Bureau 
of the Budget assisted the Department of State with a survey 
of operations of the Passport Office. The resulting recom- 
mendations have provided the Passport Office with an 
improved accounting system featuring acceptable internal 
controls over cash collections and deposits. Organizational 
changes resulting from the study afford more efficient per- 
formance of passport functions, and a system of fiscal and 
statistical reports now furnishes the Director, the Depart- 
ment, and the Congress with needed management data which 
heretofore was not available. In addition, statistical reports 
of interest to the general public are prepared which particu- 
larly benefit business enterprises and others whose activities 
are affected by American travel abroad. 


On December 10, 1956, the General Accounting Office, which has 
been responsible for reorganizing the accounting system of the Passport 
Office and the deve lopment “of management control charts and 
statistical data, inserted the following paragraph i in its annual progress 
report: 


Passport Office.—Implementation of recommendations 
developed from the joint survey made last year, and others 
made during the year, under the active leadership of the 
Director has resulted in improving the operations of this 
Office as follows: (1) Organizational changes resulting in more 
efficient sicaaebinnen of the Passport Office functions; (2) 
reduction in paperwork required for the processing of appli- 
cations for passports and the issuance of passports; (3) a 
simplified accounting system with acceptable internal con- 
trols over cash collections and deposits; (4) depositing fees 
in such manner that the deposits now may be used more 
promptly for Government purposes; (5) development of 
management-control charts and statistical data tables to 
forecast workload and reflect actual relationships to the 
plans; (6) issuance of statistical information to private in- 
dustry and the public, resulting in improved public relations; 
(7) improved communication services through the use of 
teletype with field offices, resulting in an estimated annual 
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savings of $8,500; and (8) mailing of passports under the 
“one indicia” system and elimination of the general use of 
registered mail, resulting in annual savings of about $150,000 
based on the current volume of passports issued. 


The Administrator of General Services in his annual report to the 
Congress stated that the General Services Administration had con- 
ducted ‘‘an extensive program of surveys and technical assistance in 
individual agencies” and that— 


in Washington the GSA staff was principally involved in 
assisting the Passport Office of the Department of State * * *. 
Simplification of paperwork activities in the Passport Office 
resulted in the elimination of a filing backlog of 1 million 
pieces, the adoption of form letters for 80 percent of the 
correspondence, the redesign of passports and passport 
applications, and many other improvements which enabled 
the existing staff to handle a 20-percent increase in workload 
during the peak travel season. 


A summary of reports on the passport paperwork project conducted 
by the Records Management Division, National Archives and Records 
Service, General Services Administration, was filed with the Director 
of the Passport Office in October 1956, outlining improvements 
effected in order to meet its continually increasing workload, through 
new adjudication procedures, modernization of records and control 
cards systems, the development of improved forms, and improvement 
of mail handling and paperwork procedures. 

The General Services Administration made a number of recom- 
mendations to the Director for the purpose of maintaining the progress 
made by the Passport Office and to improve its management. These 
included (a) the employment of a technically qualified paperwork 
analyst to maintain a vigorous paperwork management program; (6) 
that the present improved equipment and procedures be operated for 
a year, following which a conversion should be made to convert manual 
clerical methods to their equivalent mechanical ones; (c) that a vigor- 
ous on-the-job training program be begun, utilizing the instructional 
material developed during the survey; (d) in addition to maintenance 
and updating of the records program developed during the survey, the 
master index should be reduced and simplified, the shelved records re- 
tired within 2 years, and periodically thereafter, and that the existing 
legal-sized cabinets should be supplanted with letter-sized cabinets; 
(e) that all areas of the Passport Office be further analyzed with a 
view to effecting improvements in those areas not fully covered by the 
reorganization survey, similar to those made for the domestic activi- 
ties with particular attention given to the foreign and legal divisions 
and to the overseas posts; (f) that a flexible policy for the utilization 
of personnel and other resources be adopted so that all elements of the 
Passport Office are fully utilized to meet contingencies; and (g) that 
the Passport Office develop its budgeting plans with the Department 
of State so that unusual demands for personnel and equipment may be 
met without creating backlogs in the processing of passports. 
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The report included the following summary of results from the 
improved paperwork procedures already put into effect: 
Onetime savings: 


Replacement value of 1,700 file cabinets released for reuse. $85, 000 
Less cost of new shelving, boxes, and other equipment 








pemaereg sO. Fi SG SSL Clo sere a ee 35, 942 
—— $49, 058 
Elimination of backlogs through increased production: 
Filing 1 million papers (10 man-years) -.-.----.--. 32, 000 
Correspondence 5,000 letters (0.6 man-year)_..-.-- 2, 500 
File searching 60,000 pieces (0.5 man-year) -_.-..-- 1, 630 
Adjudicating and processing 60,000 applications 
DEI sh aietcccscupeacdsoncdup cose 24, 000 
TOR weed. sui lo ucelLeusielandins 60, 130 
Less cost of installing filing equipment.....-.....- 14, 985 
—— 45,145 
Total GnGtinne savings ui seb eee dbs 94, 203 
Recurring savings: 
Release of 6,000 square feet of space by use of shelving 
Sune Or Tike Meine 5s cece Se $26, 162 
Release of space and equipment by regular transfer of old 
files to Federal Records Center_____..._---.--.----- 31, 918 
Decreased cost of printing 600,000 smaller passport 
I ee ean ree Se eRe ee aa a 48, 000 
Combination of application forms and use of less expen- 
Sivonen. soe ote. eilieecsbececveds dems bse 10, 250 
Improved rate of production in issuing 546,470 passports 
Grieg 1000 (oe MAR VORIR). nnn cdencchep heen tox? 88, 000 
Additional improvement in rate of production in issuing 
625,000 passports (estimated) during 1957 (32 man- 
WO LT fe Ge. USC LLG CLA Od owen devsccuce 128, 000 
eA IIIA MAMIE 5. eid bccrek wadunn dels aelecmd amis 332, 330 
See roe Oh ee Lr oe ols wan iele 426, 533 
Cost of GSA survey team (4.5 man-years) _..............--..--..-- 40, 040 
NOt Savings tO ASOVeOTRINGN ss don cee nnn ben ypwewtinsnccnnee 386, 493 


The General Services Administration also estimates that, if its 
recommendations for further improvements in this area are fully 
implemented, the total annual savings will exceed $700,000 over what 
the service would have cost when the predicted workload of the 
Passport Office reaches its future potential. These savings, added 
to the $158,500 estimated annual savings in the handling of mail and 
interoffice communications by the General Accounting Office, indicates 
that the operations of the Passport Office, if its full efficiency is 
developed, will save the taxpayers nearly a million dollars annually 
by the time the full peak of the so-called atomic age of travel develops. 


REPORT OF THE TRAVEL ADVISORY COMMITTEE 


Following the filing of Senate Report 1604, covering the reorganiza- 
tion of the Passport Office as recommended by this committee, the 
Travel Advisory Committee of the Department of Commerce, com- 
posed of representatives of the principal travel agencies in the United 
States, gave consideration to the recommendations of the committee 
as outlined in the report and as proposed by the provisions of S. 3340. 
On June 19, 1956, the Travel Advisory Committee appointed a special 
task force to consider all the problems involved as outlined in the 
report. The task force was directed particularly to undertake a 
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study into the adjustment of passport fees and to report back to the 
International Travel Division of the Department of Decumebet The 
task force report, which was submitted and approved at a meeting 
held on January 24, 1957, endorses the objectives of S. 3340, except 
for the provision which proposed that passport and renewal fees be 
increased by 100 percent to conform to increased service costs. The 
task force recommended in this connection that the Committee on 
Government operations should request the Comptroller General of 
the United States to continue the General Accounting Office cost 
accounting study and to make a closer determination as to the actual 
cost of all services relating to the issuance of passports and services 
rendered to travelers holding passports in order that the committee 
might review this phase of the reorganization program before any 
further legislative action is recommended. 

In line with this recommendation, the chairman of the Committee 
on Government Operations has requested the Comptroller General 
to initiate such a study and to report the findings of the General 
Accounting Office in regard thereto at the earliest possible date in 
order that the committee may then review all factors relating to the 
operations of the Passport Office and other agencies of the Govern- 
ment which render services to American citizens who hold passports, 
and then determine what further legislative action, if any, should be 
recommended to the Congress. 

The report of the task force of the Travel Advisory Committee 
contains general background information and statistical data regard- 
ing the operations of the Passport Office, and is, therefore, incorporated 
herein for the information of the Congress, as follows: 


Tue AssisTANT SECRETARY OF COMMERCE, 
Washington, February 4, 1957. 
Mr. Water ReyNo.ps, 
Chief Clerk, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. Reynotps: Pursuant to your recent request, I am glad 
to send you herewith copies of a task force report on passports, which 
was presented at the meeting of the Travel Advisory Committee of 
the Department of Commerce, on January 24, 1957. 

This was carefully reviewed by the committee and unanimously 
adopted as its recommendations to the Department of Commerce. 

You understand, of course, that neither this Department nor the 
Department of State has as yet formed any opinion nor taken any 
other action regarding the recommendations in this report. However, 
I trust that it will be of service to you and the members of your com- 
mittee as an expression of the views of leading executives of the 
United States travel industry. (See attached list of industry repre- 
sentatives who attended the January 24 meeting and participated in 
the discussion and action upon the task force report.) 

Sincerely yours, 
MarsHatt M. Smits, 
Acting Assistant Secretary of Commerce, 
International Affairs. 


23001°—58_ §. Rept., 85-1, vol. 1—— 36 
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TRAVEL ADVISORY COMMITTEE, UNITED STATES DEPARTMENT OF 
COMMERCE, INDUSTRY EXECUTIVES PRESENT AT MEETING AT WASH- 
INGTON, D. C., JANUARY 24, 1957 


Jess B. Bennett, assistant to the president, Braniff International 
Airways 

James L. Bossemeyer, executive vice president, National Association 
of Travel Organizations 

John F. Brennan, vice president, United States Lines 

Eric Friedheim, editor and publisher, The Travel Agent 

Raymond H. Hering, American Society of Travel Agents 

L. C. Jaynes, president, National Trailways Bus System 

A. J. Keenan, general passenger traffic manager, Moore-McCormack 
Lines, Ine. 

Willis G. Lipscomb, vice president, traffic and sales, Pan American 
World Airways System 

Godfrey Macdonald, vice president, Grace Line 

Donald Montgomery, associate manager, Washington office, American 
Hotel Association 

Bruce W. Macnamee, executive assistant, American Merchant Marine 
Institute, Inc. 

William H. McConnell, vice president in charge of passenger traffic, 
American Export Lines 

G. E. Owen, general manager of touring services, General Drafting 
Co. 

E. B. Padrick, chairman, Trans-Continental Passenger Association 

Ted Patrick, editor, Holiday magazine 

William D. Patterson, associate publisher, the Saturday Review 

Norman J. Philion, director, travel facilitation, Air Transport As- 
sociation of America 

Royal W. Ryan, executive vice president, New York Convention & 
Visitors Bureau, Inc. 

Russell E. Singer, executive vice president, American Automobile 
Association 

T. A. Taylor, vice president, Trans World Airlines, Inc. 

Somerset R. Waters, Child & Waters, Inc. 


JANUARY 17, 1957 
To: Members of the Travel Advisory Committee. 


Report or Task Force on Passport FrEEs 


(Submitted by Russell E. Singer, American Automobile Association, 
chairman; James L. Bossemeyer, National Association of Travel 
Organizations; L. C. Jaynes, National Trailways Bus System; 
F. Russell Lutz, Grace Line, Inc.; and Norman J. Philion, Air 
Transport Association of America) 


INTRODUCTION 


This study relating to passport fees and issuance was initiated at a 
meeting of the Travel Advisor y Committee of the Department of 
Commerce on June 19, 1956. On the unanimous recommendation of 
the committee, a task force to undertake the study was appointed by 
H. C. McClellan, Assistant Secretary of Commerce for International 


Affairs. 
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The work of the task force has been greatly aided by the cooperation 
of the Passport Office of the Department of State and the Interna- 
tional Travel Division of the Department of Commerce; also helpful 
have been the reports of the Senate Committee on Government 
Operations, General Services Administration, and the statistical cost 
study of the Passport Office by the General Accounting Office. 


BACKGROUND 
History of passport use 


The passport is a historic American document, designed initially, 
and used until well into the 20th century, as a document of identifica- 
tion during wartime. Defined as a formation of two French words, 
“nasser” and “port,’’ it first meant permission to leave harbor port, or 
or to sail into it. In fact, the first treaty by the Government of the 
United States, with France in 1778, provided for a form of passport 
for use by the respective vessels of the two nations. 

The application of the passport principle to individuals dates to 
1815, during the war with Great Britain. In an act ‘to prohibit 
intercourse with the enemy,” Congress provided that “no citizen or 
person residing in the United States shall be allowed to cross the 
fronticr into the enemy’s country or territory without a passport from 
the Secretary of State or other authorized official.” Except for the 
periods of the War of 1812 and the Civil War, United States citizens 
going abroad throughout the 19th century were not required to carry 
passports. In 1918, however, Congress enacted new wartime and 
national emergency restrictions: one pr vision made it unlawful to 
depart from or enter the United States without a valid passport; 
this statute remains in effect today. 


History of fees 

Passport forms devised in 1796, 1817, and 1833 bore the printed 
word “Gratis.”” The act of August 18, 1856 established a fee “not 
to execed one dollar.” During the Civil War, however, the passport 
became a source of revenue for use in pursuing the war. The act of 
July 1, 1862 “to provide internal revenue to support the Government, 
and to pay interest on the public debt,” provided a fee: f $3. Two 
years later, the war still in progress, the fee was increased to $5. But 
the act of July 14, 1870 “to reduce internal taxes and for other pur- 
poses,’”’ provided that the “‘tax’’ on passports should cease. 

In subsequent legislation Congress in 1874 reinstated the fee at 
$5; in 1888 reduced it to $1; in 1920 increased it to $5 and later that 
year increased it to $9; and in 1930 reduced it to $5. When the 
present rate of $9 was established by Congress in 1932, the increase 
was clearly advocated as a means of revenue beyond the operation 
of the Passport Office. 

STATISTICS 


Number of passports issued 

In 1910, when the State Department began its statistical series on 
passports, 23,000 passports were issued; 2 years later it. dropped to 
21,700, or about one-twenty-fifth of the total last year. The first 
great foreign surge came with the end of World War I, and in 1920 
a total of 160, 488 passports were issued. By 1930 volume reached 
the prewar peak, of 203,174. 
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But within the past decade, particularly the past 5 years, a vast 
new surge in foreign travel has brought widening, unprecedented 
demands on the Passport Office.. This is the postwar pattern: 


Passports 

issued and 

Fiscal year: renewed 
PE iah kane naaeelnune nee a one hes harks ose > eer ine ance oe ome 152, 747 
ee ea cee caweune wad wheat rh aa ainea eau waca 306, 871 
ns ete ont cia one e Pa Eine ce eee scekenedeaekes 254, 332 
Ar ie occa Picks cht ple piace ahsasiale ea ec ices Ante endian wn 373, 729 
id al leah ede wee elit ne allied Satis wale add ells 416, 563 
Pe Shee eo Sees tees ae sbe adits ee bUblule di en uiwaledl 434, 644 
Peele tesa ed Ce LS cull eu Uocu ilusn de 499, 941 
Re tigers cease. chat cites taeisttist ay ays claes eels = cape ee pun womens 546, 470 
I eb anete 624, 546 


Increasing demands of travelers 

The rise in volume has been due to many factors, largely associated 
with the improvement in living standards (greater leisure time, paid 
vacations). But another key factor is the emergence of a new type of 
transportation, the aircraft, which introduced the element of speed in 
world travel and with it a new problem for the Passport Office. As the 
Senate Committee on Government Operations has noted: 


There was a time when people planned overseas trips 2 and 
3 months in advance, and applied for passport issuance 
accordingly. When a traveler accepted a leisurely 7-to-10- 
day sea voyage, he also accepted a wait of 3 or 4 wecks for 
his passport. Today, the citizen who makes up his mind to 
depart for foreign shores within a few days demands fast 
action from the Passport Office. 


Characteristics of trawlers 

At tho same time, the economic and social nature of the foreign 
travel markct has changed considerably. Instead of predominantly 
representing the upper levcl, Americans going abroad are a cross- 
section of the national population. With such inducements as tourist 
fares and credit travel, a trip abroad is a practical possibility for almost 
all Americans. The latest figures of the Passport Office, for the first 
three quarters of 1956, show that housewives led the list, with 27.5 
percent of all passports, followed by students (9.4 percent) and clerk- 
secretaries (5.6 percent). 

Of a total of 480,188 passports during this period, a breakdown shows 
these 10 leading categories by occupation: 


Ie er ha Re Les, nd Bop de a bw wn 132, 210 
oe a ie die cae aa 44, 968 
eR a on canon sua sindcescuweeaeog BGS scte sls op me 27, 119 
ee ee hs 1 oo oa. SLU a ateboweeuid wii Gwe 23, 666 
rN 8 curiae ei 2 rio nse tivinolbilth Jeeemeees 23, 419 
I mh ns a ie ses gle woe aia 13, 923 
ee RI pe" al a SIE aS RES 0 ES ee a a ee ee ee 12, 072 
I Se een 11, 286 
I no ee ee ee nam ecat nen 7, 093 
oy CeeI eile col bo iis Stl salci<-ecd uaulwe sed 7, 057 


Forecasts of future travel 

All indications point to an even greater expansion of the world travel 
market. More average American citizens will have the time and 
money for extensive vacations; the simplification of documentary 
procedures and the development of new travel facilities abroad will 
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make foreign travel increasingly attractive and practieal. Add to 
these the imminence of the jet age, when a single aircraft will have the 
same annual passenger capacity as a 50,000-ton ocean liner, the speed 
to make a trans-Atlantic crossing in 6 to 8 hours and the ability to 
reach any part of the world within a day’s flying. These make the 
estimate of the Passport Office of 876,000 passport applications in 1960 
not only conceivable, but conservative. 


PASSPORT OFFICE STUDY 


Review of issuing methods 

Under Mrs. Ruth B. Shipley, its chief for 28 years, the Passport 
Office was regarded as an outstanding branch of Government. Her 
successor, Miss Frances Knight, is maintaining and even improving 
standards to meet the needs of an expanding new travel era. Con- 
fronted with the increasing volume of applications from wider sections 
of the country, with greater demand for speed from air travelers, the 
Passport Office has taken a number of constructive steps within the 
last year. These include: 

(a) Moving to modern, larger headquarters in Washington, D. C. 

(b) Expediting field service by establishing a new Los Angeles 
office, enlarging the New York office, and installing teletype communi- 
cations betwecn Washington and the six field offices. 

(c) Simplification of the passport application form and of the 
passport itself. 

(d) Use of new equipment to get greater speed and efficieney in 
processing passport applications. 

(e) Publication of booklets and pamphlets of special use and guid- 
ance to the foreign-bound American and making them availablo for 
distribution through industry channels. 

(f) Providing sound and useful statistical research material for 
industry through tabulation and analysis of some 80 percent of pass 
port applications. 


Review of Office expenses 
The Passport Office has always been known as an agency which 


earned enough money to support its operation. The total fees col- 
lected since 1952 follow: 








Passp%rts 
Fiseal year issued and | Fees collected 

renewed 
is ais od carneatsdle ME Be: ot nunca ablialtied adie d:ciiulvnatnithdansieunmneamiatitiaatie ies inamaiaidaieaias enna 373, 729 $2, 654, 044 
PI ble sca.dcs ape ctE AL De si csceodec Olle b DcMicin a-titedide aceon ndetiteaieacaaatmanien tan tats 416, 563 2, 966, 426 
Bs cn naciss ech asnsricciusds hts tiene tals him eden askadlaiidat teh diate n: eine eae tl 434, 644 3, 144, 333 
NUNTTE ots sn:dcensnininilpnsoh-detddetsde totale cnatadtansa a kaananiedammuanrinene aaa 499, 941 3, 569, 613 
BPG. .. coccwtiin cniibikbdiitdinninddindntszetitine silent eeinn de a bs tedeiedhal 546, 470 4, 17, 464 
TOT CE oo 1ctkndnbknsiee coddinandeaasmnene beabineiiadiabaiiinetnie 624, 546 4, 672, 000 


It has not, however, been possible to determine the exact cost of 
operation or the “profit”? earned, since certain expenses bearing on 
the Passport Office are charged to other agencies of the State Depart- 
ment, or to other executive departments. But recently a detailed 
analysis determined these known costs: 

1. Regular salaries. 
2. Overtime costs. 
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3. Salaries of temporary and part-time personnel. 

4. Printing (passports, application forms, miscellaneous publi- 
cations). 

oR ; - 

5. Travel and other miscellaneous expenses. 

6. Equipment costs for 1956 and 1957; for 1956, also, moving 
costs, alteration, building rental. 

7. Passport application fees for domestic operations only. 

These other costs, not charged to the Passport Office, were not 
determined or included in the analysis: 

1. Services of consultants. 

2. Postage and mail handling costs. 

3. Telephone, telegraph, and teletype services; switchboard 
service charges, telephone installation costs. 

4. Building rental (except for part of 1956). 

5. Heat, light, power, water, and electricity. 

6. Repairs of furniture, fixtures, and equipment. 

7. Storage and maintenance of vehicles. 

8. Offive supplies (such as pens, ink, pencils, paper, standard 
forms, envelopes). 

9. Desk trays, ashtrays, telephone list finders and other items 
of low monetary value: equipment items excluded prior to 1956. 

10. Some desks, tables, chairs, and other types of equipment. 

11. Pensions, annuities, and retirement benefits. 

12. Depreciation of furniture, fixtures, and equipment. 

13. General overhead, including services of State Department 
offices of payrolls and accounting, budgets, personnel; Treasury 
and Federal Reserve banks (for handling deposits, refunds), 
Bureau of the Budget, General Services Administration, General 
Accounting Office, and congressional committees. 

Another area, of both revenue and costs, not included is the foreign 
operation. Thus eliminated are the foreign passport application 
fees, as well as the costs of overseas offices (personnel, supplies and 
other overhead items). 

On the basis of the information available (salaries, printing, miscel- 
laneous costs) only, the relation of fees collected to expenses is as 
follows: 











Fiscal year Fees col- Known | Excess of fees 
| lected | costs ; over cost 
etn eeak Oe ee ls Se ..| $2,654,044} $1,214,038 | $1, 439, 406 
1953 2, 956, 426 , 1, 398, 635 1, 560, 791 
1954 3, 144, 333 | 1, 325, 516 1, 818, 817 
1955 3, 569, 613 1, 640, 726 1, 192, 887 
1956. .- 4, 170, 464 2, 200, 386 | 1, 970, 078 
1957 (estimated) 4, 672, 000 2, 061, 494 2, 610, 506 
Cost per Passport 
| Feo per pass- Known Excess of fees 
Fiscal year | port issued cost per over cost 
| orrenewed , passport | 
I ek delet bth cleiotindchaaheerchbininshnpii dette plp ek doled iohaiiden Sphtbdclihapsdpitnnteada 7.10 | $3. 25 | $3. 85 
SSS aS a aaa 7.12 | 3. 35 | 3.77 
Weebtea de atl, hie. told Le ek 7.23 3.05 | 4.18 
Nail 7.14 | 3. 28 3. 86 
ea bade eaoes 7.63 14.03 3. 60 
I ial ini hie 7. 48 3. 30 4.13 





‘Includes moving and equipment. 
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This analysis determined that, with such basic fixed costs as sal- 
aries, rent, and equipment, the cost per passport decreases as the 
total volume rises. It noted also that by using new types of mechan- 
ical equipment the ratio of passports per employee has risen appre- 
ciably, as follows: 





Passports Average 
Fiscal year issued and Passports 
renewed per employee 








DR cinders cieacvdsdchobdecnsccbiommbprubetesscedenebmawranina nenage 373, 729 1, 389 
JOGS. .. 2. con nennndudninnbehekieds$ és odbte ehh aS doab ah Eas poo HeE he Me aebER eae s 416, 563 1, 427 
BIER do aneesedanciusenqdechungssecenp srousninapnebasegtemesedéledeeetaetien 434, 644 1, 541 
eee a cowddihedvas apdsdndndpidanadence tnbhateisdensieuehedbdaccdmep tae 499, 941 1, 366 
BOO Sb okie od atiicobabie chintadd hibsbb ebb <cpdddddddddddddehodsiciadddedsliemiell 546, 470 1, 593 


Pip pescsak le sebunagt ein Sal alaeea acre hema deii amoeba somite 624, 546 1, 589 


While passport applications in 1956 increased 47 percent over 1952, 
the number of equivalent full-time employees increased 28 percent 
and the total salary cost (on a 1956 conversion basis) increased by 
only 28 percent. If the production per employee in 1952 were in 
effect in 1956 it would have taken 50 additional employees at a cost 
of $218,150 to process the applications. 


SERVICES ABROAD 


Seldom stated are the functions of the Passport Office furnished 
to citizens abroad. ‘These are defined by the Director as follows 


The Passport Office adjudicates technical nationality and 
citizenship cases of persons who reside abroad and claim 
American nationality. There is no more precious document 
in the world than an American passport or a certificate attest- 
ing to an individual’s registration as an American citizen. 
We handle very complicated cases which involve claims that 
have to be settled in accordance with the Immigration and 
Nationality Act or prior laws, treaties, and regulations. 

We adjudicate cases where naturalized citizens request our 
help in casting off their foreign citizenship. Some of them 
may be faced with induction into foreign armies, trial and 
imprisonment for military delinquency, or payment of taxes 
in lieu of foreign military service. We assist them by making 
formal or informal representations to foreign governments. 

We receive, examine, and record birth reports of children 
born abroad of an American parent or parents. These are 
prepared in the consular offices and sent to the Passport Office 
for review and official recording. We maintain these records 
and furnish certification on them when requested. <A report 
of this kind is a basic citizenship document. 

We issue certificates of nationality in the cases of native 
American citizens for use by them in judicial or adminis- 
trative proceedings in foreign states. 

We also receive and maintain records of consular certifi- 
cates of witness to marriage. These are often referred to for 
the purpose of proving the marriage of an American overseas. 

The Passport Office directs ‘the activities of Foreign 
Service officers in al] these services to American citizens. ‘lt 
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writes and issues regulations and instructions to these officers 
and furnishes daily advice to them by cable and air com- 
munications, to guide them in their efforts to protect Ameri- 
cans, to counsel those who wish to establish or prove their 
citizenship and allegiance to the United States, and to give 
timely advice to those who may lose citizenship * * *. Our 
adjudication, supervision, communications and certification 
work for these consular services has increased approximately 
20 percent in the past year. 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


In July 1955, Senator Hubert Humphrey, a member of the Commit- 
tee on Government Operations, pointed out on the floor of the Senate 
some of the major deficiencies in the operation of the Passport Office 
which had come to his attention. Senator Karl Mundt, another 
member of the committee, also took a personal interest in providing 
support toward correction of these deficiencies. Subsequently, 
Senator John L. McClellan, chairman of the committee, directed the 
staff to review the operation, workload, and requirements of the 
Passport Office, to determine its needs and to submit a program of 
reorganization of the Passport Office. In conducting this project, 
the committee staff had the assistance of the General Services Admin- 
istration, Bureau of the Budget, General Accounting Office, the Civil 
Service Commission and, of course, the Passport Office. In its report 
(No. 1604, March 1, 1956), the committee endorsed the reorganizations 
effected by the Director of the Passport Office, finding they would 
generate “tremendous improvements in its administration and opera- 
tions.” 

But the committee noted that in facing ‘‘the golden age of travel,” 
even further action will be needed. ‘This involves,” the report de- 
clared, “a ‘retooling’ of all passport procedures—a modernizing and 
streamlining of its files to provide swift, yet accurate, checking on past 
records; a fast, yet secure, and acceptable processing of the actual 
travel document; an expeditious, yet accurate, adjudication and 
review, with sufficient flexibility to meet fast-changing conditions 
and demands.”’ 

The committee made four recommendations: 


1. That the title of the “Passport Office” be changed to 
the “United States Passport Service.” 

2. That a passport service revolving fund be created, under 
an established ceiling, in order to provide a means of financ- 
ing which will permit the Passport Office to meet expanding 
or contracting activities caused by seasonal or extraordinary 
conditions. 

3. That passport and renewal fees be increased by 100 
percent, to conform to increased service costs. 

4. The Passport Office should be provided with its own 
accounting and internal audit system. 


Concerning fees, the report declared: 


The present passport fees were established under the act of 
May 16, 1932 (U. S. C., title 22, sec. 217a). According to 
information furnished to the committee, increases in salaries 
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and other expenses in the Passport Offices and other Govern- 
ment agencies approximate 125 percent, and statistical in- 
formation compiled by various Federal agencies indicates that 
other cost indexes show increases have averaged in excess of 
100 percent within the past 20 years. Based upon these 
cost factors, and the necessary increase in the rental of en- 
larged quarters, the procurement of new equipment, and 
essential personnel requirements to meet the stepped-up 
tempo for the issuance of passports promptly, there is clear 
evidence that the passport fees should be increased pro- 
portionately. This recommendation accords with the recent 
action taken by the Congress in approving legislation to in- 
crease the fee for executing passport applications handled by 
State officials from $1 to $2 (Public Law 403; S. Repts. No. 
1370 and No. 1467, 84th Cong.). 

Passport fees, except in a limited number of cases, are paid 
by persons who are traveling on pleasure or business, and, in 
most instances, constitute a fee for special services which will 
be paid largely by persons who are in a much more favorable 
position to pay for such services than the average Federal 
taxpayer. The fees should, therefore, in view of the com- 
mittee, be considered as fees for special services. (See S. 
Rept. No. 1467, 84th Cong.) 

Information furnished to the committee indicates that the 
total earned fees of the Passport Office, when all operating 
expenses are included, are not now sufficient to cover all the 
cost of the services rendered. When the special services 
provided in connection with overseas operations, such as 
assistance rendered to travelers or citizens residing abroad, 
are considered, it becomes evident that there is a need for 
adjustment in the passport fees. And, since the service is 
rendered for special groups or individuals, such beneficiaries 
should pay appropriate fees for such snecial services. 

With the increased public demands for better service in the 
issuance of passports for their personal convenience, and the 
heavy costs that are involved both at home and abroad in 
servicing American travelers through the Passport Office, the 
Consular Service, and other agencies of the Department of 
State, it is the view of the committee that an increase of 100 
percent or more in the fees for such services is fully warranted. 


COMPARISON TO OTHER COUNTRIES 


A study of passport practices and fees shows the United States 
charges one of the highest fees in the world for one of the shortest 
periods of validity. In fact, of 30 nations reporting to the Inter- 
national Union of Official Travel Organizations in 1955, only two 
(Finland and Haiti) listed a higher fee than the United States. 
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Cost of passports in foreign countries 























Equiva- Equiva- 

lent cost lent cost 
Country Validity in United Country Validity in United 

States States 

dollars dollars 
Hast Alrigt:....isdcesees BOM Bespceens $2. 80 DER... .cocbencceece Se POONER: cmeniin 1. 25 
SER cieckndcncenet & years........ 210 T) Dera 2. wk 2 eats... J50.. 5.30 
Denti site. Speers, :...<.3. .73 || 3 months__---- 2.30 
alae inet ditties, 6 years. M 8. 64 SEE. 2 cc ccwonmnns -) 2 Pete. -- 00-8 5.00 
Pes bn nicadtecucee: 148 YOO. icckcd 25.98 || Belgian Congo_.........| 2 years_-.....-- 5.00 
a peer.4..4.4.. 15.15 || 3 months 2.00 
6 months 42 Se See eee 2 years. .-...-. 17. 00 
Cee is a idk 5 PROPS +=) 1. 90 | LORE cel aes: 12. 00 
ciel 5 years......... RT RE ieee nane ahuenis | 2 SS con nose 2. 86 
Netherlands_..........- 5 years.......- 1. 30-1. 95 |} Portugal.........--..-- | (2-years........ 7.61 
New Zealand.........-- | 5 years...-...- Re ft OG actin -ccntiie | BION. scnene. 6.79 
DEED Wuttnonsaxeapps com edtes 1. 40 | BIVGRE:. 2 ctcuus 3. 21 
Pee yet Sao) GRRE. -si5. 3. 02 6 months 1. 60 
Southern Rhodesia_....| 5 years..------ 2.80 |] | 3 months 80 
United Kingdom_--_---.| 5 years...--.-- 2.80 || Luxembourg....---.--- )} 2 years.-....- 4.00 
Union of South Africa__.| 5 years...-...-- 2.80 || }. 2. 00 
a pakeseess .70 | 6 months_..--- 1. 20 
France. . _--- apie! OMENS 4. ukts 5. 71 SDE ic cn dcuswunsgeawt tf sae : 4. 50 
French Possessions_---- 3 years........ cee ee en ld FORE cabesa. 2. 10 
eee 3 years_......- PG Fh BUG 55 65 ia is tis Ye geet. :..-s.. : 3. 20 
DERBI chic cnicendoces | 3 years..------ 1. 40 6 months 1. 60 

United States of Amer- | 2 years- 10. 00 
ica. 2 year renewal. 5. 00 | 
' { 





IMPORTANCE OF INTERNATIONAL TRAVEL 


Policy of the Government 
President Eisenhower on several occasions has stated the Govern- 


ment’s interest in development of international travel. 


to Congress on foreign economic policy, delivered March 30, 1954, 
President declared: 


In 


International travel has cultural and social importance in 
the free world. It also has economic significance. Foreign 
travel by Americans is a substantial source of dollars for many 
countries, enabling them to pay for what we sell them. * * * 
In the executive branch, I shall instruct the appropriate 
agencies and departments, at home and abroad, to consider 
how they can facilitate international travel. They will be 
asked to take action to simplify governmental procedures 
relating to customs, visas, passports, exchange of monetary 
restrictions and other regulations that sometimes harass the 
traveler. 


his message of January 10, 1955, the President reiterated 


position: 


The United States remains committed to the objectives of 
freedom of travel throughout the world. Encouragement 
given to travel abroad is extremely important both for its 
cultural and social importance in the free world, and for its 
economic benefits. Travel abroad by Americans provides 
an important source of dollars for many countries. The 
executive branch shall continue to look for ways of facilitating 
international travel and shall continue to cooperate with 
private travel agencies. 


In his message 


the 


this 
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Removal of travel barriers and fees 


Numerous international organizations are constantly studying 
means for reducing or eliminating barriers to international travel, 
and have made many specific recommendations to governments. The 
International Union of Travel Organizations at its 1956 annual assem- 
bly expressed the belief that official barriers to bona fide visitors must 
be eliminated, unwarranted obstacles reduced, and regulations sim- 
plified and standardized. It recommended— 


that all governments renounce definitely any profit on the 
issuance of travel documents, passports, identity cards, and 
visas, which should be delivered, if not free of charge, at least 
for a limited sum, not greater than the actual cost of delivery. 


Two conventions relative to customs facilitation for tourists’ 
personal effects and for tourists’ automobiles were drawn up by the 
United Nations in 1954, and are now in the process of ratification by 
governments. The United States ratified both conventions in 1956. 
These instruments provide a standard basis for facilitating the move- 
ment through customs of international tourists, and it is expected 
that they eventually will be adhered to by all of the principal nations 
of the world. 

CONCLUSIONS 


In this dynamic era, the remarkable experience of world travel will 
be known and enjoyed by a vast segment of the public. Principal 
factors in shaping this trend are: Greater leisure time; transportation 
improvements, notably the introduction of long-range jet aircraft; 
construction of new hotels and other facilities; expanded travel promo- 
tion by governments and private agencies, and the emphasis on attract- 
ing and catering to the middle income market. So rapidly is the 
foreign field developing that a total of 1 million travelers to Europe 
is easily foreseen within 5 years. 

The constructive policy of the United States, recognizing the eco- 
nomic and social values inherent in world travel, is a contributing 
force in this growth. However, the simplification and streamlining of 
documentary requirements, also advocated by the United States, will 
become even more desirable and, in fact, urgent as the travel volume 
rises and time en route diminishes. This need applies not only to the 
passport, but to documents and services furnished by all the Federal 
agencies with responsibility in the foreign travel field (Customs, 
Immigration and Naturalization, Public Health, Civil Aeronautics 
Board F 

Progress toward this end is highly evident. As far as the Passport 
Office is concerned, the Director has effected improvements, changes, 
and reorganization designed specifically to solve some of the problems 
of high volume and high speed operation. The Senate Committee 
on Government Operations, through its detailed study and recom- 
mendations, has demonstrated the continuing, and welcome, interest 
of Congress in a phase of Government which “provides a direct service 
to a rising number of citizens. 

But in this atmosphere a proposal to increase fees, or to use a fee 
for services as a means of raising revenue for the Federal Government, 
can have little merit. An increase in the passport fee would act as a 
deterrent to international travel and would not be consistent with 











18 REORGANIZATION OF THE PASSPORT OFFICE 


stated policies and efforts in this field, particularly in view of the 
rapidly growing volume of moderate income travelers. There is 
simply no evidence to indicate that an increase is needed to meet the 
cost of operations of the Passport Office. If anything, the reverse 
appears to be the case. The revenue of the Passport Office not only 
exceeds its operating expense, but with rising volume and improved 
techniques of processing applications, revenue earned will be even 
greater. 
RECOMMENDATIONS 


In view of the imminent long range upward trend in foreign travel, 
the Travel Advisory Committee believes the Department of State 
should pursue the commendable efforts of the Passport Office to 
simplify and streamline application and issuance procedures to the 
fullest possible extent. Plans should be made to open additional 
passport offices in strategic cities of the United States where they are 
justified by a sufficient voiume of foreign travel volume. 

The Travel Advisory Committee concurs in the expressed objec- 
tives of recommendation No. 2 of the Senate Committee on Govern- 
ment Operations to provide the Passport Office with sufficient funds 
to meet expanding seasonal conditions. As a revenue producing 
agency providing direct service to the public, the Passport Office 
should be assured of an adequate budget, either through specific 
earmarking by Congress or the revolving fund, under ceiling limita- 
tions, as proposed by the Senate Committee. 

Regarding the fee, the Travel Advisory Committee recommends 
that it cease to be regarded as a source of revenue. The fee should 
be based on the cost of issuance; and the indications on present calcu- 
lations are that the actual cost is substantially below the fee, but since 
this is not completely known because all the expenses are not charged 
directly to the Passport Office, it is recommended that the General 
Accounting Office be asked to continue its cost accounting study to 
make a closer determination. The committee strongly believes that 
only items bearing directly on the passport operation and service to 
travelers should be included in this cost accounting, and that periodic 
review of these charges be made by the General Accounting Office. 
If the cost is found to be below the fee, the committee would recom- 
mend these two figures be brought in line through a reduction in fees. 

A study should be made regarding the extension of validity beyond 
the 2-year period. Longer validity would serve two desirable pur- 
poses: reducing the paperwork of the Passport Office, and facilitating 
the overseas travels of citizens of the United States. 

In conclusion, the task force presents this report in behalf of the 
travel industry, in the hope it will prove a constructive factor in solving 
the problems of passport issuance and fees, 


O 
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IMPROVEMENTS IN THE FEDERAL CRIMINAL CODE 
Fesrvuary 25, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, sub- 
mitted the following 


REPORT 


(Pursuant to S. Res. 166 of the 84th Cong. (as extended by S. Res. 84 of the 
85th Cong.)) 


Senate Resolution 166, adopted February 17, 1956, revised and 
extended the authority originally provided in Senate Resolution 67, 
adopted March 18, 1955, which authorized an intensive study of 
ways and means to improve and strengthen the Federal Criminal 
Code, including measures to improve the laws and enforcement pro- 
cedures designed to control the illegal trafficking in narcotics, mari- 
huana and similar dangerous drugs in the United States. 

The task was assigned by the chairman of the Committee on the 
Judiciary to the Subcommittee on Improvements in the Federal Crim- 
inal Code. The subcommittee is presently composed of Senator 
Joseph C. O’Mahoney, of Wyoming, who is chairman; the Senator 
from Mississippi, Mr. Eastland; the Senator from West Virginia, 
Mr. Neely; the Senator from Maryland, Mr. Butler; and the Senator 
from Illinois, Mr. Dirksen. 

The purpose of this report is (1) to provide a brief account of the 
activities of the Subcommittee on Improvements in the Federal 
Criminal Code and, (2) to summarize the work and specific proj- 
ects tentatively set for the subcommittee during the year beginning 
February 1, 1957, and ending January 31, 1958, pursuant to Senate 
Resolution 54, 85th Congress. 


I. AcTIVITIES AND ACCOMPLISHMENTS 
A. HEARINGS 


Since its initial organization meeting on May 27, 1955, the sub- 
committee has conducted 38 days of open hearings in Washington, 
Philadelphia, New York, Austin, Fort Worth, Dallas, Los Angeles, 
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San Francisco, Chicago, Detroit, and Cleveland. Special hearin 
lasting 3 full days were held in New York devoted exclusively to the 
causes, treatment, and rehabilitation of drug addicts. In addition, 
the subcommittee ‘examined the Mexican-border situation in hearings 
held in San Antonio and Houston. Executive sessions were held on 
18 occasions. 

The subcommittee has heard 360 witnesses, including Federal, State, 
and local officials, medical experts, and many drug addicts, smugglers, 
and narcotic violators, for a total of 9,435 pages of testimony. 

In addition, evidence and innumerable practical recommendations 
were obtained through a series of questionnaires mailed to 52 attorneys 
general of the States and possessions; 94 United States attorneys; 
1,120 county sheriffs; and 1,336 chiefs of police in cities and towns 
with over 10,000 population. 


B. REPORTS 


The subcommittee has submitted its findings and recommendations 
dealing with the illicit narcotics problem in four major reports: 


Senate Report 1440, The Illicit Narcotics Traffic 
Senate Report 1850, Treatment and Rehabilitation of Narcotic 
Addicts 
Senate Report 1977, Proposed Narcotic Control Act of 1956 
Senate Report 2033, The Illicit Narcotics Problem in the District 
of Columbia 
C. BILLS ENACTED 


1. Public Law 728, 84th Congress, entitled “‘Narcotie Control Act of 1956” 

The subcommittee prepared and succeeded in obtaining the enact- 
ment of omnibus legislation which vastly improves Federal laws and 
procedures and, also, establishes an entirely new chapter in the 
Federal Criminal Code for combating the illicit narcotics traffic in the 
United States. 

In summary, this law (1) increases the penalties for smuggling, 
sale, or possession of opium, heroin, cocaine, marihuana and other 
Batis narcotic drugs; (2) provides especially harsh penalties to 
persons who sell or give narcotics to juveniles; (3) outlaws heroin in 
the United States and orders it to be surrendered or confiscated; (4) 
grants additional authority to the Bureau of Narcotics and the Bureau 
of Customs; (5) provides stiff penalties for any person who uses com- 
munications facilities to traffic in narcotic drugs; (6) authorizes the 
Government to appeal from an re granting a motion to suppress 
the evidence in narcotics cases; (7) liberalizes search and seizure 
provisions where heneptice cases are involved; (8) provides for 
immunity of witnesses in narcotics cases, under carefully drawn 
procedures; (9) prohibits drug addicts and narcotic law violators from 
leaving the United States without special surveillance; and, 
(10) amends the Immigration and Nationality Act to keep out of the 
United States any alien previously involved in the narcotics traffic as 
a user or seller. 


Public Law 764, 84th Congress, entitled ““Dangerous Drug Control 
Aet for tie District of Columbia”’ 

Omnibus legislation, the direct result of the subcommittee’s inquiry 

in the District of Columbia, was prepared and enacted without change 
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in either House of Congress, to control the traffic in narcotics and 
other dangerous drugs in Washington. 

Briefly, the law provides, (1) effective procedures for apprehendin 
and hospitalizing drug addicts; (2) an entirely new title to contro 
the sale and use of barbiturates, amphetamines and other dangerous 
drugs; (3) a provision authorizing the arrest of vagrant drug addicts; 
and, (4) substantial revision and improvements in the Uniform Nar- 
cotic Drug Act for the District of Columbia. 


D. RESOLUTIONS ADOPTED 


The subcommittee proposed, and the Senate adopted, four major 
resolutions designed to strengthen international controls over the 
production and smuggling of opium, heroin, marihuana, and other 
dangerous drugs. They are: 

Senate Resolution 287: Recommends that the results of all 
tests of opium by the United Nations Narcotics Laboratory be 
communicated to the Commission on Narcotic Drugs of the 
United Nations, in order that the source of illicit opium and other 
drugs might be properly identified. 

Senate Resolution 288: Recommends that the United Nations 
urge the governments of all countries which have not done so to 
prohibit the use, manufacture, importation, and exportation of 
heroin. 

Senate Resolution 289: Requests the President to commence 
negotiations with the Government of Mexico for the purpose of 
concluding a treaty which will result in a more effective control of 
the traffic in illicit drugs, and for other purposes. 

Senate Resolution 290: Urges the United Nations to urge all 
countries which have not done so to ratify the 1953 protocol 
limiting cultivation of the poppy plant and the international and 
wholesale trade in the use of opium and, also, urges the United 
Nations to expedite the drafting of a single convention which may 
be acceptable as an improved international agreement to control 
more effectively the traffic in narcotic drugs. 


E. LEGISLATION PENDING 


1. S. 4296, 84th Congress, entitled ‘‘Treatment and Rehabilitation of 
Drug Addicts”’ 

S. 4296, which was prepared and introduced by the subcommittee 
during the preceding session of Congress, provides for a comprehen- 
sive treatment and rehabilitation program for drug addicts and, also, 
the quarantine-type commitment of chronic, or so-called incurable 
drug addicts. It is being reintroduced and, it is understood, will 
receive the early consideration of the Committee on Labor and Public 


Welfare. 


2. S. 4181, 84th Congress, to authorize the admission in evidence of 
telephonic interceptions by duly authorized law enforcement officers 
engaged in the investigation of certain narcotic offenses 

S. 4181, also prepared and introduced by the subcommittee during 
the 84th Congress, would amend chapter 223 of title 18 of the United 

States Code, to authorize the interception of communications between 

narcotics traffickers. The authority would be subject to stringent 
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judicial safeguards, including a sealed court order of permission, 

his legislation has not been reintroduced since the convening of the 
ist session, 85th Congress, although consideration will be given to 
it as part of an expanded bill which would include many other revisions 
and new improvements in the Federal Criminal Code. 


F. SENATE DOCUMENTS 


The subcommittee prepared and had printed the following Senate 
documents: 


1. Senate Document 120, entitled “Laws Controlling Illicit Narcoties 
Traffic”’ 

This document is a comprehensive summary of all Federal legisla- 
tion, statutes, Executive orders, regulations and agencies for control 
of the illicit narcotics traffic in the United States, including inter- 
national, State, and certain municipal regulations. Senate Document 
120 has been made available to Federal, State, and local law enforce- 
ment officers throughout the country as an important reference and 
guide in their efforts to combat the illicit narcotics traffic. 


2. Senate Document 145, entitled ‘“‘Laws Controlling Illicit Narcotics 
Traffic”’ 

This is an addendum to Senate Document 120, and summarizes 
Federal legislation enacted during the 2d session, 84th Congress, for 
the control of the illicit narcotics traffic. With this document, law- 
en‘orcement officers, prosecutors, and jurists have a thorough and 
up-to-date reference in matters dealing with narcotics. 


G. OTHER LEGISLATION 


In addition to its work relating to narcotics, the subcommittee had 
referred to it numerous bills pertaining to changes in, or additions 
to, the Federal Criminal Code. Appropriate action was taken on 
each of these bills during the 84th Congress. 


Il. Fururre Prosgects anp ACTIVITIES 


The nationwide investigation by the subcommittee has revealed 
many gaps and weaknesses in our Federal Criminal Code which 
must be studied and corrected by legislation if we are to control 
organized crime in the United States. Federal and State law- 
enforcement officers and prosecutors repeatedly emphasized that the 
gravest crime problem today is that of organized interstate criminality 
and, further, they stressed their lack of adequate means under exist- 
ing Federal law to break up these operations—in narcotics, smug- 
gling, liquor, varieties of racketeering, and other illegal activities. 

The need, therefore, is to continue the intensive study now under- 
way in order to achieve the enactment of a comprehensive Federal 
Crime Act which might embrace, among other things, the following 
items: 

A. FEDERAL HABITUAL CRIMINAL STATUTE 


Federal law-enforcement officers and prosecutors have emphasized 
the growing need for a Federal habitual criminal statute. Such a 
statute, it is stated, would avert the need to impose extreme penalties 
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in particular types of crimes—such as narcotics—but, at the same 
time, would provide the means for locking up criminals who are 
chronic repeaters—who come back time and time again charged with 
violations of Federal law. In this respect, we cannot ignore the fact. 
that 64 percent of the felons in Federal penitentiaries during 1956 
were repeaters, having previously served sentences for crimes com- 
mitted. In any event, our subcommittee purposes to study this 
matter thoroughly—to evaluate the experience of the 44 States with 
habitual criminal statutes—and to determine its potential value to 
Federal courts in their efforts to eliminate commercial crimes of the 
repeat variety. 


B. A FEDERAL CONSPIRACY STATUTE AIMED AT ILLEGAL INTERSTATE 
OPERATIONS 


There exists no greater need in the effort to stamp out organized 
crime than the need to enact a conspiracy statute which would throw 
the full weight of a Federal criminal prohibition against organized 
crime in interstate commerce. While Federal enforcement officials 
have certain conspiracy statutes at their disposal in cases involving 
the Federal Government, and while many States have enacted similar 
statutes bearing upon State laws, there is no Federal conspiracy 
statute which prohibits the use of the channels of interstate commerce 
to plan and commit State crimes, for example, the exploitation of 
gambling and other vices. 

As a result, an interstate conspiracy among criminals to violate the 
laws of one or more States is a graver challenge to the public well- 
being of the Nation than any counterpart on an intrastate level. This 
is true, because at the present time it is a whole area of criminality 
which no State or local power can reach. 

Therefore, it is the plan of our subcommittee to examine this matter 
thoroughly, and to determine whether we can draft acceptable legis- 
lation to punish the use of interstate commerce in furtherance of 
conspiracies to commit criminal acts against any of the several States. 


C. REVISION OF THE OBSTRUCTION OF JUSTICE STATUTE 


The subcommittee proposes to study and revise the existing Obstruc- 
tion of Justice Statute (18 U. S. C. 1503). The statute is an old 
statute, but it has not been found a very useful weapon. The stat- 
ute as worded contains many ambiguities. The language needs to be 
sharpened so that a long list of things which unscrupulous defense 
lawyers, their clients, and their clients’ friends and supporters now 
engage in without any fear of possible retribution would be made 
punishable offenses. Outright jury fixing is rare, and if provable, is 
clearly punishable. But other and more subtle methods of coercing 
and cajoling witnesses and jurors should be proscribed. 

The question of when a “proceeding” is considered pending should 
be made clear. Under the present statute there must be a case 
pending on the docket for the statute to have any effect. Most 
obstruction of justice takes place before an indictment is ever returned. 
The statute should thus include acts for obstructing a pending inves- 
tigation. As it now stands, the statute has no effect until the court- 
room stage, and the most profitable time for any person to obstruct 
justice is, of course, during the investigative stage. 
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D. REVISION OF THE PERJURY STATUTE 


It is important that we study carefully the existing perjury statute 
(18 U.S. C. 1621) and examine the many legal handicaps which have 
arisen due to the narrow language of the statute. It may well be 
that the subcommittee will want to broaden the perjury statute to 
relieve Federal prosecutors and courts of the burden of proving falsity 
when two contradictory statements are made by a witness under oath, 


E. FEDERAL STATUTE AIMED AT PROHIBITING THE INTERSTATE 
TRANSMISSION OF GAMBLING INFORMATION 


The subcommittee can make a broad thrust at organized crime by 
studying and drafting appropriate legislation to curb the dissemina- 
tion of specialized gambling information in interstate commerce to 
bookmakers and horse rooms. In this regard, we must determine 
whether we shall adopt some type of a licensing system or rely instead 
upon a forthright criminal prohibition. 


F, GRANTING THE GOVERNMENT THE RIGHT TO APPEAL FROM ORDERS 
SUPPRESSING THE EVIDENCE IN CRIMINAL CASES 


The subcommittee is in the process of making an exhaustive study 
of this matter and it is tentatively considered that the Government 
should have the right to appeal from orders suppressing the evidence 
in Federal criminal cases. This involves a preliminary proceeding 
prior to trial and it does not create any question of double jeopardy. 
Since the issues are purely legal, it is not only fair but essential to 
good law enforcement that the Government have the opportunity of 
appeal on legal issues which may decide the whole trial. 


G. GRANTING THE GOVERNMENT THE RIGHT TO TAKE DEPOSITION OF 
CERTAIN WITNESSES IN CRIMINAL CASES 


The subcommittee plans to study the wisdom of granting the Gov- 
ernment the right to take depositions of witnesses upon showing cause 
that the witness might be deceased or unavailable at the time of trial. 
The existence of this right to take depositions would prevent undue 
pressure being put on witnesses at a later date and, in some cases, 
might even preserve the life of a witness, i. e., his deposition having 
been taken, his elimination by criminal elements prior to the trial 
would be of no avail. There would, of course, have to be a case in 
court with a named defendant who could confront the witness at the 
time of taking the deposition. 


H. GRANTING THE GOVERNMENT THE AUTHORITY TO INTERCEPT TELE- 
PHONE COMMUNICATIONS IN CASES INVOLVING THE NATIONAL SE- 
CURITY AND NARCOTICS TRAFFICKING 


This proposal has received special study with reference to narcotics 
trafficking and it is believed that the authority is eminently justified 
in such cases. A bill, carrying out this objective, was introduced 
during the last session and is available to be reintroduced. 

The subcommittee proposes to give careful consideration, and to 
arrive at a concrete decision—either for or against—the proposal to 
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authorize wiretapping in national security cases. It should be re- 
called, in this connection, that every Attorney General since 1939 
bas urged the enactment of such legislation, under strict safeguards. 


I. AUTHORIZING THE PAYMENT OF A REASONABLE FEE TO 
COURT-APPOINTED DEFENSE ATTORNEYS IN CRIMINAL CASES 


A careful inquiry is needed into the feasibility of paying a reasonable 
fee to court-appointed defense attorneys in Federal criminal cases 
which involve persons who are genuinely unable to bear the expense. 
We must study the merits of the various plans proposed, but solution 
to the problem of adequate defense counsel must be had. We shall 
approach the entire matter with the view that adequate and reason- 
able compensation for private attorneys is better suited to the tradi- 
tions of our judicial system than a public defender, per se, for it would 
serve to maintain private enterprise, with the court-appointed attorney 
properly compensated for his time. 


III. Conciuston 


This review of the subcommittee’s work to date should be sufficient 
to show that it is conducting a comprehensive examination into 
ways and means of improving and strengthening the Federal Criminal 
Code. The various reports filed with the Senate, public laws en- 
acted, resolutions adopted by the Senate, and legislation prepared 
and introduced suggest the scope of the subcommittee’s inquiry and 
its success to date. Moreover, the broad program outlined for the 
present session of the 85th Congress indicates that we are determined 
to translate our findings of interstate criminality into concrete legis- 
lative proposals and, also, that we shall work diligently to secure 
the enactment of the legislation which we determine to be appropriate. 


JosEPH C. O’MAHONEY, 
Chairman. 

JAMES O. EASTLAND. 

MatrHew NEgELY. 

JoHN MARSHALL BurLeEer, 

Everett Dirksen. 
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IMMIGRATION AND NATURALIZATION 
Freprvuary 25, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[Pursuant to 8. Res. 172, 84th Cong., 2d sess.] 


I, INTRODUCTION 


On February 20, 1956, the Senate passed Senate Resolution 172, 
which provided as follows: 


Resolved, That the Committee on the Judiciary, or any 
duly authorized subcommittee thereof, is authorized under 
sections 134 (a) and 136 of the Legislative Reorganization 
Act of 1946, as amended, and in accordance with its juris- 
diction specified by rule XXV of the Standing Rules of 
the Senate to examine, investigate, and make a complete 
study of any and all matters pertaining to immigration and 
naturalization. 

Sec. 2. For the purposes of this resolution the com- 
mittee, from March 1, 1956, to January 31, 1957, inclu- 
sive, is authorized to (1) make such expenditures as it 
deems advisable; (2) to employ upon a temporary basis, 
technical, clerical, and other assistants and consultants; and 
(3) with the prior consent of the heads of the departments 
or agencies concerned, and the Committee on Rules and 
Administration, to utilize the reimbursable services, informa- 
tion, facilities, and personnel of any of the departments or 
agencies of the Government. 


Sec. 3. The committee shall report its findings, together 
with its recommendations for legislation as it deems advisable, 
to the Senate at the earliest practicable date, but not later 
than January 31, 1957. 

Sec. 4. Expenses of the committee, under this resolution, 
which shall not exceed $93,500, shall be paid from the con- 
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tingent fund of the Senate upon vouchers approved by the 
chairman of the committee. 


This report is submitted in accordance with the provisions of sec- 
tion 3 of Senate Resolution 172 to show the nature of the work and 
the accomplishments of the Standing Subcommittee on Immigration 
and Naturalization of the Committee on the Judiciary. 


II. WORK AND WORKLOAD OF THE SUBCOMMITTEE 


Since the beginning of the 80th Congress, which was the first Congress 
operating under the Legislative Reorganization Act, there has been a 
substantial and ever-increasing workload on the Immigration and 
Naturalization Subcommittee. The workload of the subcommittee 
during the two sessions of the 84th Congress continued to be heavy, 
and there follows a detailed dese ription of the nature of the work and 
the accomplishments of the subcommittee during that period. 


1. Private immigration and naturalization bills 

The number of private immigration and naturalization bills referred 
by the Senate has progressively increased from fewer than 100 in the 
78th Congress to in excess of 1,700 in the 84th Congress. 

Of the 1,714 private immigration and naturalization bills which were 
referred to the subcommittee during the 84th Congress, 1,450 were 
disposed of, 1,025 of which number were reported favorably to the 
Senate by ae full Judiciary Committee and 425 were indefinitely 
postponed. The remaining 264 were not acted on prior to the time 
of the adjournment of the 84th Congress. 

To reflect properly the actual number of “private bill” cases handled 
by the subcommittee, the foregoing figures should be adjusted because 
of the practice of the House of Representatives of consolidating into 
one joint resolution several beneficiaries of individual private immi- 
gration bills. In the case of such jomt resolutions, each case incor- 
porated is in the nature of an individual private bill and the processing 
of such cases is essentially the same as that - other private immigra- 
tion bills. Therefore, the actual number of private immigration bill 
cases referred to the subcommittee was 211 1, of which number 1,822 
were disposed of and 292 were pending at the close of the Congress. 
That amounted to an increase of 156 cases over the 1,958 cases referred 
to the subcommittee in the 83d Congress. 

It is roughly estimated that the time devoted by a professional staff 
member to the average private bill is approximately 3 hours. In a 
typical case this involves (a) docketing of the case and preparation of 
the file; (6) solicitation of reports from Government agencies, the 
sponsor, and interested parties; (c) interviewing interested parties, 
study of reports and other inform: ition and preparation of résumé of 
the facts for the subcommittee; (d) discussion of case with the subeom- 
mittee, and thereafter in the full committee; and (e) Pi se ation of 
report to the Senate on the case if committee action is favorable. 
Written reports were filed with respect to all the priv ae immigration 
bills recommended to the full committee for approval by the subcom- 
mittee. 

Many private bills are indefinitely postponed because the committee 
has a general policy of disapproving private bills in cases in which an 
administrative remedy appears to be available. In this type of case 
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the staff assists the Senator’s office in working out the administrative 
remedy for the alien involved. 


2. General immigration and naturalization bills 

There were referred to the subcommittee 19 general immigration and 
naturalization bills during the 84th Congress; 2 of these bills were 
disposed of, 1 of which number was reported favorably to the Senate 
by the full’ eae iary Committee, 1 was indefinitely postponed, and 
there were 17 bills pending before the subcommittee at the time that 
Congress adjourned. 

In addition to a consideration of the new general immigration and 
naturalization bills referred to the subcommittee in each session of 
the Congress, the staff of the subcommittee must make a continuing 
study of the Immigration and Nationality Act (Public Law 414, 82d 
Cong.) which became effective on December 24, 1952, in order to 
assure fair and effective interpretation and administration of that act. 
Considerable work hours of the staff have been and will continue to 
be utilized in conference with administrative enforcement officials of 
the executive branch, in research, and in the study of rules and regula- 
tions and administrative interpretations. 

It is necessary for the subcommittee staff to maintain continuous 
liaison with the various branches of the executive departments con- 
cerned with the administration of the immigration and nationality 
laws and it is expected that numerous informal sessions and confer- 
ences will be held, as in the past, between members of the staff and 
officials of the Visa Office and the Passport Office of the Department 
of State, the Immigration and Naturalization Service and the Board 
of Immigration Appeals concerning administrative problems in the 
enforcement of the Immigration and Nationality Act and other 
immigration and nationality laws. Members of the staff of the 
subcommittee consult daily with other senatorial staff members in 
connection with problems arising under the act. 

The workload of the subcommittee was increased considerably 
during the 84th Congress because of the widespread interest in the 
administration and operation of the Immigration and Nationality 
Act and the many bi!!s proposed to revise it. The subcommittee 
staff was required to devote substantial amounts of time in conferences 
and consultations with United States Senators, their assistants, per- 
sonnel in executive departments, representatives of nongovernmental 
voluntary agencies engaged in immigration and naturalization activi- 
ties, bar associations, officers of commercial and industrial enter- 
prises affected by provisions of the act and its implementing regula- 
tions, and interested members of the general public. 

Public hearings were held in the Ist session of the 84th Congress 
by the subcommittee on fundamental policies embodied in our immi- 
gration and naturalization laws and on the 11 bills before the subecom- 
mittee to amend the Immigration and Nationality Act of 1952. 
These were the first open congressional committee hearings on the 
general subject since enactment of the act 44 years ago. Four days 
of hearings were conducted; 25 witnesses were heard. Several hun- 
dred letters, telegrams, telephone calls, and statements filed for the 
record in lieu of personal appearances, were received and catalogued. 

In addition, public hearings were held on 2 days in April 1956 in 
the 2d session of the 84th Congress in which the Secretary of State 
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and the Attorney General were heard in support of the legislative 
proposals embodying the President’s program for changes in the immi- 
gration and nationality laws. 

In view of the current widespread interest in our immigration 
problems, stimulated by the Hungarian situation, it may be antici- 
pated that additional public hearings, together with continued research 
and studies, will be required in the current session of the Congress. 
The administration has already indicated that requests will be sub- 
mitted to the Congress for substantial changes in the immigration 
and nationality laws. 


3. The Refugee Relief Act of 1953, as amended. 

On August 7, 1953, the Refugee Relief Act of 1953, as amended, 
(Public Law 203, 83d Cong.) became effective. That act provided 
for the admission or the adjustment of status of 214,000 refugees 
and orphans over a period of approximately 3 years. Considerable 
work hours of the staff have been utilized in connection with the 
administration of that act, in view of its interrelationship with the 
administration of the general immigration laws. While that act 
expired on December 31, 1956, the overall refugee problem will 
continue to make considerable demands upon the time of the sub- 
committee staff. 


4. Referral items and correspondence. 

The subcommittee has an extensive workload of referral items from 
Senators’ offices and correspondence which cannot be statistically 
appraised but which necessitates considerable hours of work by the 
staff. 


5. Adjustment of status cases 

Under the immigration laws the Attorney General is empowered to 
adjust the status of certain deportable aliens to that of aliens lawfully 
admitted for permanent residence through the procedure of suspen- 
sion of deportation, but such adjustment of status is subject to affirm- 
ative congressional approval in certain categories of cases. 

In addition, under the provisions of the Displaced Persons Act a 
number, not to exceed 15,000, of persons who have gained admission 
into the United States on a temporary basis were eligible to have their 
status adjusted to permanent residence. Each of these cases is sub- 
ject to affirmative congressional approval by action similar to the 
action taken in certain of the suspension of deportation cases. A 
similar provision is contained in the Refugee Relief Act of 1953 for 
the adjustment of status of an additional 5,000 persons in a refugee 
status. 

While the cases involving suspension of deportation by the Attorney 
General or adjustments of status under section 4 of the Displaced 
Persons Act of 1948, as amended, or section 6 of the Refugee Relief 
Act of 1953, as amended, are submitted to the Congress for approval 
in groups, each individual case is the equivalent of a private bill. 
Each such case requires separate investigation in the subcommittee, 
an appraisal of the facts involved and a determination on the merits 
regarding the grant of suspension of deportation or adjustment of 
status. In those cases where affirmative approval or disapprovel is 
required, written reports are filed with the full committee. 
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At the beginning of the 84th Congress there were pending in the 
committee 537 cases involving the adjustment of the status of deport- 
able aliens under the suspension of deportation procedure. To that 
number of pending cases were added 2,029 additional cases submitted 
since the beginning of the Congress, making a total of 2,566 cases. 
Of the total number of cases pending before the subcommittee during 
the 84th Congress, 1,550 were approved, 12 were withdrawn by the 
Attorney General and 39 cases were not approved, leaving 965 cases 
“in process” at the time of the close of the 84th Congress. 

At the beginning of the 84th Congress there were pending in the 
subcommittee 474 cases involving applications for adjustment of 
status under the Displaced Persons Act of 1948, as amended. To that 
number were added 407 additional cases, making a total of 881 cases. 
Of the total number of cases referred, 766 were approved; 3 were with- 
drawn by the Attorney General; 10 were held for further information; 
and 54 were not approved, leaving 48 cases ‘‘in process’ at the time of 
the close of the 84th Congress. 

At the beginning of the 84th Congress there were pending in the 
subcommittee 41 cases of adjustment of status under section 6 of the 
Refugee Relief Act, as amended. To that number were added 4,767 
additional cases, making a total of 4,808 cases. Of the total number 
of cases referred, 2,740 were approved, 34 were withdrawn by the 
Attorney General; 360 were not approved; and 31 were held for further 
information, leaving 1,643 cases ‘‘in process” at the close of the 84th 
Congress. 

O 
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PERMANENT AUTHORITY FOR THE POSTMASTER GENERAL TO 
ESTABLISH POSTAL STATIONS AT CAMPS, POSTS, OR STATIONS 
OF THE ARMED FORCES, AND AT DEFENSE OR OTHER STRATEGIC 
INSTALLATIONS 


Frepruary 27, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8S. 913] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 913) to provide permanent authority for the 
Postmaster General to establish postal stations at camps, posts, or 
stations of the Armed Forces, and at defense or other strategic in- 
stallations, and for other purposes, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

AMENDMENT 


S. 913, as introduced, would amend the first section of the act of 
March 10, 1952 (which expires on March 10, 1957), to make per- 
manent the authority therein contained. 

The committee amendment amends the Legislative Appropriation 
Act of 1956. 

STATEMENT 


Under authority of section 1 of the act of March 10, 1952 (39 
U.S. C., sec. 160, note), the Postmaster General may establish postal 
stations at military camps or other strategic installations. However, 
such authority ceases on March 10, 1957. In the interest of more 
efficient and economical operation of postal facilities necessary to 
serve installations of the Armed Forces, both the Post Office Depart- 
ment and the Department of Defense asked that the authority be 
extended on a permanent basis. Section 1 of the bill will accom- 
plish this purpose, 
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Section 2 of the bill is to give committee chairmen a greater measure 
of needed flexibility in the fixing of pay of staff employees. Under 
present law the general ceiling for professional staff employees is 
$13,600; except that the salary of one employee may be fixed at not 
to exceed $14,300; and, the salary of a second employee at not to 
exceed $14,800. This section of this bill would authorize the chair- 
man of each committee to fix the salary of 2 employees instead of 
only 1 at the $14,300 level. The bill does not authorize the establish- 
ment of an additional position as it relates only to the salary of 
existing positions. The maximum cost of the change could not exceed 
$700 for each committee. Similar authority is not required in the 
House because committee chairmen on that side are limited only by 
the $14,800 ceiling. 

AGENCY VIEWS 


Following is the letter from the Postmaster General requesting this 
legislation and the favorable report of the Department of Defense. 


OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., January 11, 1957. 
Hon. Ricnarp M. Nixon, 
President of the United States Senate. 

Dear Mr. Presipent: Submitted herewith for consideration by 
the Congress is a legislative proposal to make permanent the authority 
of the Postmaster General to establish postal stations at camps, posts, 
or stations of the Armed Forces, and at defense or other strategic 
installations. 

Under authority of section 1 of the act of March 10, 1952 (39 
U.S. C., sec. 160, note), the Postmaster General may establish postal 
stations or branch post offices at camps, posts, or stations of the Armed 
Forces, and at defense or other strategic installations. This makes it 
possible to provide efficient mail service for such installations at the 
lowest cost to the Department. Under this law the Department can 
assign trained postal personnel to man such stations or branch post 
offices. 

It is provided, however, that “The authority granted by this section 
shall terminate 5 years after the date of enactment of this act, or 
any prior date which the Congress by concurrent resolution may 
designate.” Under this provision the Postmaster General’s authority 
to establish such stations or branches at Armed Forces, defense, or 
other strategic installations will cease on March 10, 1957. 

In the interest of more efficient and economical operation of the 
postal facilities necessary to serve installations of the Armed Forces, 
and the defense or other strategic installations, it is the view of this 
Department that the authority contained in the act of March 10, 
1952, should be made permanent. 

The attached legislative proposal will accomplish the purpose 
desired. Its early enactment is urged by this Department. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this legislative proposal to the Congress. 

Sincerely yours, 


Maurice H. Srans, 
Acting Postmaster General. 





PERMANENT AUTHORITY TO ESTABLISH POSTAL STATIONS 3 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, February 14, 1957. 
Hon. Ourn D. Jounnston, 
Chairman, Committee on Post Office 
and Civil Service, United States Senate. 


Dear Mr. CuarrMan: Reference is made to your request for the 
comments of the Department of Defense on S. 913, 85th Congress, a 
bill to provide permanent authority for the Postmaster General to 
establish postal stations at camps, posts, or stations of the Armed 
Forces, and at defense or other strategic installations, and for other 
purposes. The Secretary of Defense has delegated to this Depart- 
ment the responsibility for submitting the views of the Department of 
Defense on this legislative proposal. 

The purpose of S. 913, as stated in its title, would be accomplished 
by deleting that portion of the first section of the act of March 10, 
1952 (39 U. S. C. 160, note), which terminates on March 10, 1957, 
the existing temporary authority to take such action. 

The Department of Defense feels that continued statutory authority 
for the establishment of such postal stations and branch post offices 
is essential and therefore strongly recommends enactment of S. 913. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
James H. Dovatas, 
Under Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Act or Marca 10, 1952 
(66 Stat. 23, 39 U.S. C. 160, note) 


Sec. 1. Whenever the Postmaster General deems it necessary in 
serving camps, posts, or stations of the Armed Forces (including the 
Coast Guard), and defense or other strategic installations he may 
establish postal stations or branch post offices at such camps, posts, 
stations, or installations notwithstanding the limitations imposed by 
the third proviso in the Act of June 9, 1896 (this section). [The 
authority granted by this section shall terminate five years after the 
date of enactment of this Act (Mar. 10, 1952), or any prior date which 
the Congress by concurrent resolution may designate. ] 








4 PERMANENT AUTHORITY TO ESTABLISH POSTAL STATIONS 


LEGISLATIVE APPROPRIATION Act oF 1956 


(Paragraph relating to basic compensation of employees of Senate 
committees) 


The basic compensation of any employee of any joint committee of 
the Senate and House of Representatives whose basic compensation 
is paid from the contingent fund of the Senate, of any select committee 
of the Senate (including the conference majority and conference 
minority of the Senate), or of any subcommittee of a standing or select 
committee of the Senate, shall not exceed $8,000 per annum. Not- 
withstanding the foregoing provisions of this paragraph and the pro- 
visions of section 202 (e) of the Legislative Reorganization Act of 1946, 
as amended (2 U.S. C. 72a (e)), the joint resolution entitled ‘Joint 
resolution providing for a more effective staff organization for standing 
committees of the Senate’, approved February 19, 1947, as amended 
(2 U. S. C. 72a-1), and the paragraph under the heading ‘Senate 
Policy Committee” in the First Supplemental Appropriation Act, 
1947, the basic compensation of one employee of each standing or 
select committee of the Senate (including the majority and minority 
policy committees and the majority conference of the Senate and the 
minority conference of the Senate), and each joint committee of the 
two Houses, the expenses of which are paid from the contingent fund 
of the Senate, whose basic compensation may be fixed under such 
provisions at a rate of $8,000 per annum, may be fixed at any rate 
not in excess of $8,820 per annum and, [the basic compensation of 
one employee of each such committee may be fixed at any rate not 
excess of $8,460 per annum.] the basic compensation of two employees 
of each such committee may be fixed at any rate not in excess of $8,460. 


O 
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TEMPORARY STAFF FOR THE COMMITTEE ON LABOR 
AND PUBLIC WELFARE 


Fesruary 27, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 101] 


The Committee on Rules and Administration to whom was re- 
ferred the resolution (S. Res. 101) authorizing the Committee on Labor 
and Public Welfare to employ certain temporary staff members and 
assistants, having considered the same, report favorably thereon with- 
out amendment and recommend that the resolution be agreed to by 
the Senate. 

This resolution would authorize the employment from March 1, 
1957, through January 31, 1958, of temporary staff and clerical assist- 
ants by the Committee on Labor and Public Welfare to perform in- 
creased duties of the Committee for the Senate. The request has the 
unanimous endorsement of the Committee on Labor and Public 
Welfare. 

The maximum 1l-month cost of the resolution is placed at 
$59,125.52. The Committee on Labor and Public Welfare has ad- 
vised, however, that not all the requested positions will be kept 
filled for the period involved, thus reducing such cost. 

The need for this additional personnel is detailed in a memorandum 
prepared by the chairman of the Committee on Labor and Public 
Welfare, Senator Lister Hill, for the chairman of the Committee on 
Rules and Administration, Senator Thomas C. Hennings, Jr., as 
follows: 


86008 
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Unirep States SENATE, 
CoMMITTEE ON LABOR AND Pusiic WELFARE, 
February 25, 1957. 
Memorandum to: Hon. Thomas C. Hennings, Jr., chairman, Commit- 
tee on Rules and Administration. 
From: Hon. Lister Hill, chairman, Committee on Labor and Public 
Welfare. 
Re: Senate Resolution 101, 85th Congress, 1st session. 


On February 21, the Committee on Labor and Public Welfare in 
executive session unanimously approved a resolution authorizing the 
committee to employ certain temporary staff members and assistants. 
This resolution, Senate Resolution 101, has been referred to your 
committee. 

This committee anticipates that its workload during the present 
session will be unusually heavy, and the limited number of personnel 
made available under the Legislative Reorganization Act is inadequate 
to meet our needs. Rather than ask for a large sum of money to be 
expended for general purposes, the committee feels it is more realistic 
to request that a small number of temporary personnel be authorized 
for the period extending from March 1, 1957, through January 31, 
1958. 

It is not necessarily expected that all of the positions requested will 
be kept filled during the whole period ecied, The Committee 
believes, however, it should have the authority to employ, on a tem- 
porary basis, 4 additional professional staff members to work on a 
number of important legislative matters in the fields of labor, educa- 
tion, health, and veterans affairs, and to have available 2 additional 
clerical staff members to assist them. 

If Senate Resolution 101 is approved, it is intended to employ 
professional staff members at a base annual rate of not more than 
$8,000 and clerical assistants at a base annual rate of not more than 
$2,580. 

The Committee on Labor and Public Welfare would appreciate your 
early consideration and favorable action on this resolution. 


Lister HI, 


O 
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Fepruary 27, 1957.—Ordered to be printed 





Mr. Jounston of South Carolina, from the Committee on the 
Judiciary, submitted the following 


REPORT 


[Pursuant to 8. Res. 169, 84th Cong., 2d sess., as extended by S. Res. 84, 85th 
Cong.] 


Pursuant to and in compliance with the authority and provisions 
of Senate resolution, agreed to February 17, 1956, the Subcommittee 
on National Penitentiaries of the Committee on the Judiciary reports 
herewith on its “examination, investigation, and inspection” of 
national penitentiaries. 

The authority of the subcommittee under the resolution extended 
from March 1, 1956, through January 1957, with an appropriation 
of $4,583.34 allocated from the expenses of the subcommittee. 

Under the resolution, the committee is required to report its findings 
and recommendations not later than January 31, 1957. 

Since the inauguration of the Federal Prison System and the estab- 
lishment of the Bureau of Prisons, a division of the Office of the 
Attorney General, the Federal Prison System has grown from 5 sub- 
stantially independent institutions to a nationw ide, but closely inte- 
grated, system of 29 institutions. The central administrative office 
having overall jurisdiction and supervision of the custody, safety, 
development, and conduct of the Federal Prison System and the over- 
all development of Federal Prison Industries, Inc., has been centered 
in the Bureau of Prisons in Washington, D. C. The Federal Prison 
Industries, Inc., in addition to the substantial monetary returns made 
to the Federal Treasury has been of invaluable assistance to the in- 
mates of our Federal institutions from the standpoint of morale, 
training, and equipping the inmates with abilities and capabilities to 
sustain them when the necessity for their confinement no longer exists. 
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LOCATION OF INSTITUTIONS 


There are now 29 institutions constituting our Federal Prison 
System. They have been scattered in the several States, though their 
administration is under the direction and supervision of its most 
competent Director, Hon. James V. Bennett. They are located as 
follows: 


(a) Penitentiaries: 

Aleatraz Island, Calif. 
Atlanta, Ga. 
Leavenworth, Kans. 
Lewisburg, Pa. 
MeNeil Island, Wash. 
Terre Haute, Ind. 

(6) Reformatories: 
Chillicothe, Ohio 
El Reno, Okla. 
Petersburg, Va. 

(c) Reformatory for women: 
Alderson, W. Va. 

(d) Medical center: 
Springfield, Mo. 

(e) Correctional institutions: 
Danbury, Conn. 

La Tuna, Tex. 

Milan, Mich. 
Seagoville, Tex. 
Tallahassee, Fla. 
Terminal Island, Calif. 
Texarkana, Tex. 

(f) Institutions for juvenile and youth offenders: 
Ashland, Ky. 
Englewood, Colo. 
National Training School for Boys, District of Columbia 
Natural Bridge, Va. 

(g) Prison camps: 

Allenwood, Pa. 
Florence, Ariz. 
MeNeil Island, Wash. 
Mill Point, W. Va. 
Montgomery, Ala. 
Tueson, Ariz. 

(h) Detention headquarters: 
New York, N. Y. 


OBJECTIVES OF OUR PRISON SYSTEM 


Objectives and purposes of our Federal penal system have under- 
gone vast changes and modernizations since the system was started in 
1930. It has been determined that punishment alone is inadequate; 
confinement alone is insufficient; society owes a little more. Hope in 
and for the inmate must not be lost. Society must not permit despair 
to possess the inmate; nor must society let despair be encouraged. 
Faith and confidence in the inmate himself must be kept alive and 
strengthened. 





NATIONAL PENITENTIARIES 3 


Over 46 years ago, the great elder statesman of Great Britain, 
Mr. Churchill, said: 


The mood and temper of the public with regard to the 
treatment of crime and criminals is one of the most unfailing 
tests of the civilization of any country. 

A calm, dispassionate recognition of the rights of the 
accused, and even of the convicted criminal against the 
state—a constant heart-searching by all charged with the 
duty of punishment—a desire and an eagerness to rehabili- 
tate in the world of industry those who have paid their due 
in the hard coinage of punishment; tireless efforts toward 
the discovery of curative and regenerative processes; un- 
failing faith that there is treasure, if you can only find it, 
in the heart of every man. 

These are the symbols which, in the treatment of crime 
and criminal, mark and measure the stored-up strength of 
a nation and are a sign and proof of the living virtue in it. 


What the great Prime Minister said in 1910 is equally applicable 
today in the ‘administration of any sound Federal prison system. It 
is a source of satisfaction to the committee to feel that our System is 
being operated in such a creditable manner. 


VISITATIONS AND INSPECTIONS 


The committee cannot too strongly urge the Members of Congress 
to visit and inspect the Federal institutions located within their 
respective States. A visit results in a great uplifting to the morale 
and assists those in charge of the day-by-day administration of the 
affairs of the System and in the appraisal and detection of needed 
reforms and improvements. 

The inmates welcome the opportunity for private conversation with 
Members of Congress. The prison officials are receptive to and en- 
courage such contacts because they, too, take great pride in the 
achievements thus far made and for further progressive measures they 
wish to institute. 

Members of the subcommittee inspected several typical institutions 
during the period above named. Visits were made to Alcatraz Island, 
Calif.; Alderson, W. Va.; Atlanta, Ga.; Danbury, Conn.; and Seago- 
ville, Tex. Those visits entailed private interviews as well as personal 
inspections. Details of the result of these visits may be summarized 
as follows; Senator Langer in visiting several of the institutions 
advises: 

In connection with Seagoville, the investigation showed 
that everything is in very nice shape. The place is, I believe 
unusually well run. The prisoners are treated nicely and 
very humanely, the food excellent and so, there are no recom- 
mendations there. 

At Danbury, I got hold of all the menus they had had for 
a week. Certainly, the food there is diversified with the 
exception that they are using oleomargarine instead of butter. 
Some of the prisoners there prefer butter. Danbury has an 
unusually fine warden and I talked with both the Protestant 
and Catholic chaplains, numerous prisoners, various prison 
officials, and there are no recommendations there. 
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The chairman of the subcommittee visited the Atlanta Penitentiary 
on April 28, 1956, with the following results: 


ATLANTA PENITENTIARY 


He met with the warden of the Atlanta Penitentiary and his staff 
for a preliminary general discussion about the operation of the institu- 
tion, following which a detailed inspection of the institution was made 
including the cellhouses, the hospital, the dining hall and kitchen, 
the textile mill, and the recreation areas. 

Considerable time was spent discussing the types of prisoners being 
committed to the institution, its classification program and parole 
policies. Inquiry was made in some detail into the after-care and 
employment-placement program of the institution, believing that this 
is one of the most important aspects of the problem of restoring 
prisoners to a law-abiding life in the community upon discharge. 
The importance of a program of rehabilitation and other phases of 
institutional operations is apparent to anyone who has had the honor 
and experience of being a governor of one of our States. 

A most favorable impression was created by the manner in which 
the institution is being administered, its cleanliness, sanitation, the 
high quality of the food services and the attention given to the health 
needs of the prisoners. The warden and his staff seemed to be alert 
and conscientious civil servants who understand fully their dual 
responsibility of carrying out faithfully the sentencing orders of the 
courts and at the same time doing everything possible to rehabilitate 
and readjust the prisoners so that they may take their places as 
responsible citizens in the community following the completion of their 
sentences. 

The United States Penitentiary at Atlanta is, it is believed, the only 
penal institution in this country which is largely self-supporting. 
This is due to its extensive industrial activity program. The institu- 
tion spins and weaves canvas duck utilized by the Army, Navy, other 
Government agencies, and the Post Office Department for the manu- 
facture of mail bags. It also manufactures a large quantity of canvas 
mail baskets, tarpaulins, tents, and similar items. In addition, it 
produces cotton and innerspring mattresses for a number of Govern- 
ment agencies. In all the total sales of its products this year will 
approximate $8 million with net earnings of about $1.5 million. Oper- 
ating expenses for the year will approximate $2 million. Having a 
personal knowledge of cotton textile manufacturing, the chairman 
of the subcommittee noted carefully operating methods, the manner 
in which manpower was utilized and its management standards. The 
mill at the Atlanta Penitentiary compares favorably to good com- 
mercial practices and standards. Excellent products are made which 
fully meet standard Government requirements. 

The mill is of importance not only as an economic asset but also 
because it contributes greatly to the well-being of the inmates. The 
inmates have an opportunity to acquire technical skills and habits 
and, in addition, they are paid a wage, a large part of which they are 
required to send to their families or save for their own use upon dis- 
charge. Many of the men sent to Atlanta, and to other similar in- 
stitutions for that matter, have never learned a useful trade or how to 
maintain a useful status in our modern competitive society. It is of 
importance, therefore, that they be given training and useful work 
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opportunities. The Board of Directors of the Federal Prison Indus- 
tries, Inc., are mindful of these objectives and pursue them vigorously. 

Another phase of the work of the Atlanta Penitentiary that seemed 
commendable was the use of the prisoner volunteers in various types 
of medical research. A number of such projects have been carried 
on in the prison hospital, including the development of anti-malarial 
drugs and the standardization of the dosages of these drugs of far- 
reaching importance to the health of the world. Also of interest is an 
unusual scientific study of the symptoms of mental illness being 
carried on at the institution. Prisoner volunteers are being used to 
study the psychological effects of lysergic acid diethylamide. This 
is a hallucinatory drug that induces temporary schizophrenic symp- 
toms. Other projects, including the physiological effects of DDT, are 
being carried on in cooperation with the Toxicology Department of 
our Public Health Service. 

The prisoners who volunteer as ‘guinea pigs” for these projects are 
given a small monetary remuneration and in some instances an addi- 
tional amount of good conduct credits. The prisoners have been most 
helpful and cooperative and anxious to atone thus for some of their 
previous misdeeds. 

While the discipline of the institution has been excellent in the past 
several years and there have been no disturbances at Atlanta, or else- 
where in the Federal Prison System for that matter, the prison is 
seriously overcrowded. The present population is about 2,600 which 
is nearly 800 in excess of its normal capacity. Most of the single cells 
are double-decked and those constructed for 4 men now house from 
8 to 10 prisoners. All of the facilities of the institution are seriously 
overtaxed by this excess load. Furthermore, the institution is receiving 
an increasing number of extremely serious offenders, including a large 
number of bank robbers, kidnapers, narcotic drug racketeers, and 
repeater automobile theft cases. Others involving behavior problems 
who cannot be safely held in other Federal institutions of the mmimum 
and medium custody type are also classified for Atlanta. 

The need for additional maximum custody prison facilities to care 
for this continually increasing number of repeaters and serious 
offenders is beyond question. In the first place, more and more 
responsibilities for law enforcement are coming under the jurisdiction 
of Federal agencies with a consequent effect on Federal prisons. The 
continually mounting population of the country and the general in- 
crease in crime point to the imperative necessity for an orderly program 
of developing Federal prison facilities. It should not be necessary 
to wait until a major catastrophe occurs in the Federal Penal System 
to give attention to this problem. 

Mr. Bennett, the Director of the Federal Prison Bureau, has sub- 
mitted such a program to the Budget Bureau and to the Appropria- 
tions Committees of the House and Senate. Last year the Senate 
approved a sufficient appropriation to begin immediate construction 
of two new institutions, but only the preparation of plans and the 
submission of recommendations as to the sites for these institutions 
was authorized. 

The warden of the Atlanta Penitentiary, Mr. Fred T. Wilkinson, 
and his staff deserve the commendation of the committee for the 
manner in which they have coped with these problems of overcrowding 
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and safe custody. They have done this despite the fact that the 
complement of officers has necessarily had to be kept to a minimum in 
view of budgetary limitations. 

Salary standards for the custodial staff of the institution will be 
brought to the attention of the Committee on Civil Service at an 
appropriate time with a view to some possible readjustment. Since 
the inspection of the institution one important discrimination in the 
retirement benefits of the employees has been removed through the 
approval by the Congress of the Federal employees retirement legis- 
lation. Formerly certain employees of the Public Health Service and 
the Federal Prison Industries, Inc., were not covered under the 
hazard provisions of the Retirement Act, notwithstanding the fact 
that they were subjected to the same dangers as the custodial em- 
ployees. This has now been remedied, much to the benefit of the 
morale and well-being of the institutional personnel. 


ALCATRAZ PENITENTIARY 


On October 16, 1956, the chairman of the subcommittee visited and 
inspected the United States Penitentiary at Alcatraz Island, Calif, 
As is well known, this institution is used for the incarceration of the 
most serious and hardened offenders against the statutes of the 
United States. Prisoners who have escaped from other institutions, 
have been found incorrigible, or who present serious behavior prob- 
lems are transferred to Alcatraz. They are received not only from 
other Federal penitentiaries but from Army and Navy disciplinary 
barracks as well. All but a small percentage of the prisoners at 
Alcatraz are serving either life sentences or “extremely long terms. 
A considerable number of them are kidnapers, bank robbers, and 
“big-time” racketeers. In addition there are a few in Alcatraz 
convicted of treason or extremely serious violations of military law 
and security statutes. 

On the date of the above visit the population was 292. In company 
with the warden of the institution, Mr. Paul J. Madigan, an inspection 
was made of the cell blocks, the special treatment unit, the hospital, 
the food services, and the shops. Interviews were had with a number 
of institutional officers and a discussion of the problems of several of 
the inmates with the institutional staff. A number of the prisoners 
were likewise interviewed. 

As in the case of the Atlanta Penitentiary, the institution was 
immaculately clean, well ordered, and sanitary. The food seemed 
nutritious, balanced, and appetizing. The shops were operating 
efficiently in the manufacture of prisoner clothing, gloves, and wooden 
furniture. In addition the institution operates a large laundry for the 
Government agencies in the San Francisco Bay area 

The pers sonnel at Alcatraz have been carefully selected for their 
extremely important responsibilities and seemed thoroughly alert to 
their responsibilities. 

It has been the policy of the Department of Justice not to over- 
crowd the Alcatraz Penitentiary, notwithstanding the serious over- 
loading of other penal institutional facilities. This is because of the 
extremely difficult character of the prisoners at that institution. 
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Each prisoner is in a single cell by himself. Except for normal turn- 
over, all of the cells have been modernized with up-to-date locking 
devices and other security requirements and are occupied. The 
institution therefore is fully utilized to its maximum normal capacity. 

Experience has shown that all but a few of the recalcitrant prisoners 
sent to that institution learn to conform to prison regulations under 
the restricted privileges available there, and in a reasonable time earn 
their transfer back to other institutions. Thus Alcatraz relieves the 
strain upon other Federal prisons, and despite its relatively high 
operating cost serves a very useful purpose. 

Moreover, the institution has taken on over the years great im- 
portance as a deterrent to crime. With its rigid discipline, restricted 
privileges, and virtual impossibility of escape or parole, it is proving 
to be a most valuable weapon in the never-ending battle against 
crime. While discipline is strict at Alcatraz there was no evidence 
of anything that could be considered inhuman treatment. Neither 
at Alcatraz or anywhere else in the Federal service is corporal 
punishment or other forms of mistreatment permitted. 

The institution, however, has been allowed to deteriorate physi- 
cally. Funds have not been available to maintain the plant and 
structure at a proper standard. Certain of the retaining walls are 
crumbling, steel windows have been eaten away by the action of the 
salt water, and utilities have seriously deteriorated. The foundations 
of the institution have had to be reinforced, and dock and marine 
facilities are now in need of considerable repair. 

At the request of the chairman of the subcommittee, the warden 
of the institution submitted a list of urgent repairs and their esti- 
mated cost. Attached to this report is a list of these projects which 
should have the earnest attention of the Committee on Appropriations. 
These have also been submitted to the Director of the Bureau of 
Prisons who advises that they will be laid before the Attorney General 
and the Budget Bureau for their consideration. 


FINDINGS AND RECOMMENDATIONS 


(1) The committee finds that our Federal Prison System is being 
efficiently and economically operated under the able and conscientious 
supervision of its Director, Hon. James V. Bennett. 

(2) That he has enlisted a corps of able assistants and formulated 
improvements in personnel administration which deserve the favorable 
commendation of the Congress; that a general upgrading in rank and 
compensation of the personnel in line with other Government em- 
ployees bearing comparable responsibilities should be instituted for 
our Federal Prison System. 

(3) That an extensive study should be made of the parole system 
with a view to improving the enlightened policies in the administration 
of such a system. 

(4) That a study should be made of the adequacy of the monetary 
allowances given to the prisoners upon their discharge. 

(5) That work programs similar or comparable to those existing 
for the benefit of the inmates of the Atlanta Penitentiary should be 
considered, extended, and applied to other Federal correctional insti- 
tutions but in such a manner as not to endanger free enterprise, 
private industry, or in competition with American labor. 











8 NATIONAL PENITENTIARIES 


(6) That until the maximum custody facilities contemplated by 
other legislation become a reality, the prison facilities at Alcatraz 
should be repaired and the institution continued. Further postpone- 
ment of needed repairs at Alcatraz seems both unwise and costly; 
that under existing conditions hardened criminals can best be coped 
with by the authorities at Alcatraz. 

(7) That this Subcommittee on the Judiciary should be continued 
and ample funds provided for the examination, investigation, and 
inspection of our Federal Prison System. 


O 
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IMPROVEMENT OF PROCEDURES FOR THE DEVELOP- 
MENT OF FOREIGN AIR COMMERCE 





Fresruary 27, 1957.—Ordered to be printed 


Mr. SmatHERS, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1423] 


The Committee on Interstate and Foreign Commerce reports favor- 
ably an original bill amending sections 801, 802, and 1102 of the Civil 
Aeronautics Act of 1938, as amended, to limit and define the powers 
of the President in cases involving air transportation to points over- 
seas, and to prescribe certain procedures for the conduct of foreign 
air agreement negotiations, and recommends that the bill do pass. 


I. INTRODUCTION 


The bill has two purposes: (a) To amend section 801 of the Civil 
Aeronautics Act of 1938 by restricting the President’s power to over- 
rule CAB certification actions to foreign air transportation cases 
involving national defense or foreign policy, and (6) to provide a 
statutory basis for consultation with and participation by domestic 
air carriers in negotiations with foreign governments for the establish- 
ment and development of international air traffic. 


Il. PURPOSES OF THE BILL 

Section 1 

Section 1 of the bill amends section 801 of the Civil Aeronautics 
Act of 1938 by withdrawing from the President the power of review 
and approval of Civil Aeronautics Board certification actions in all 
cases involving overseas air transportation and air transportation 
between places in the same Territory or possession. In the field 
of foreign air transportation, it would specifically limit his power to 
overrule the Board to cases having relation to the national defense 
or the conduct of foreign relations. 

In its present form, section 801 of the act requires Presidential 
approval of any action taken by the Board with respect to certificates 
authorizing a domestic air carrier to engage in air transportation 
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beyond the continental limits of the United States, or certificates 
allowing foreign air carriers to operate to points within the United 
States or its possessions. In adopting this section Congress recognized 
the potential significance of overseas air commerce development to the 
Nation’s foreign relations and defense policies. To avoid any possible 
inconsistencies it was therefore deemed advisable to require Executive 
approval of all certification orders in overseas cases, whereas Board 
decisions affecting domestic air transportation are final, subject only 
to judicial review. 

Although originally intended merely as a means for Executive 
review, granting powers to be used only i in exceptional cases, section 
801 has had the unforeseen but perhaps inevitable effect of transferring 
from the Board to the White House ultimate responsibility in every 
respect for the disposition of cases within its purview. 

The broad extent to which the President’s authority under this 
section has come to be construed is significantly set forth by the 
Supreme Court in its decision in the case of Chicago and Southern Air 
Lines v. Waterman Steamship Corp. (333 U.S. 103). The Court 
therein held that a Board order covered by section 801 is not a final 
disposition of the matter, but a mere “recommendation” to the 
President. Noting, in fact, that the Board altogether ceases to func- 
tion as an arm of the Congress in such cases, and becomes virtually 
an organ of the executive branch, the Court states: 


Nor is the President’s control of the ultimate decision a mere 
right of veto. It is not alone issuance of such authorizations 
that are subject to his approval, but denial, transfer, amend- 


ment. cane Ietion or susnension, es well. And likewise sub- 
ject to his approval are the terms, conditions, and limitations 
of the order (49 U.S. C. 601) Thus, Presidential control is 


not limited to a negative but is a positive and detailed con- 
trol, unparalleled in the history of American administrative 
bodies. 

The practical result of this total shifting of authority has been to 
sahieets the President directly to all the burdens and pressures of air 
commerce regulation. Thus, he is called upon in every section 801 

se to pass final judgment on the fitness, willingness, and ability of 
air carriers to perform the service in question—these being the funda- 
mental statutory criteria for the issuance of any certificate. In the 
great majority of instances, including those covered by section 801, 
the decision called for must be based entirely on economic or technical 
considerations having no practical bearing whatsoever on national 
defense policy or the conduct of foreign relations. 

As an example, a case might arise involving a determination as to 
which of two equally competent air carriers shall be certified to fly a 
given route between th» mainland and a Territory. After a full 
hearing of the issues and a finding by the Board the disappointed 
applicant may press his suit anew at the White House; and, under 
present law, he need not even frame his appeal in terms of a defense 
or foreign policy issue. Worst of all, Presidential decisions in all 
such cases have been held, in the above-cited opinion by the Supreme 
Court, to be beyond the judicial review guaranteed by section 1024 
of the act, 
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The harm to sound administrative and judicial procedures which 
this situation has created is readily apparent. Matters of an economic 
or regulatory nature which the Board, acting under the aegis of the 
Congress, is alone competent to decide and for which it alone is 
adequately staffed and ordered have somehow unwittingly become 
delegated to the Executive. 

The Board itself has stated in this regard that the proposed legisla- 
tion is feasible in that it would relieve the President of the burden of 
examining and passing upon complex economic matters for which the 
Board is staffed and to which the Board devotes a major part of its 
activity. 

Section 1 of the bill seeks to correct this by restricting the scope of 
Executive powers to those areas in which it is reasonably necessary for 
him to act, and second, by specifically predicating those powers on his 
national defense and foreign policy responsibilities Thus stated, 
there should no longer be any question that the authority of the 
President under section 801 extends little further than the right of veto. 

By limiting his authority to foreign air transportation the bill with- 
draws from the President the right of review of cases involving 
transportation between the continental United States and a Territory 
or possession, or between Territories and possessions, or between 
places in the same Territory or possession. Under the bill, Board 
decisions respecting such air transportation would be final, as in the 
case of domestic air transport. There are virtually no foreign policy 
considerations in this field, only American carriers are concerned, and 
it is believed that whatever national defense interests might be 
involved are no greater than those which would often apply to domes- 
tic air transportation—particularly to the large trunklines. In any 
event, your committee notes that executive agencies, including the 
Department of Defense, may appear before the Board during its 
hearings on certification cases. Should a case bearing on the national 
defense arise, the President can certainly rely upon the members of 
the Board, his own appointees to give the greatest possible weight to 
the testimony of responsible executive offic ials in that field. 

The bill recognizes that the President’s responsibilities do require 
that he continue to give careful scrutiny to certain cases involving 
foreign air transportation. His power to review such cases for possible 
defense as well es foreign-policy implications is thus carefully pre- 
served. He would, however, be required to submit to Congress a 
report of any instance in which he overrules a Board order as contrary 
to the interests of defense or foreign policy. 

However, this section would allow the President to exclude from 
such report the specific reasons for his disapproval of 2 Board certifica- 
tion action if, in his discretion, the inclusion of such specific reasons 
would be contrary to the interests of national defense or foreign policy, 
which finding he would communicate to Congress in lieu of the specific 
reason for disapproval. If required in every case to make a public 
report of the considerations prompting his decision, the President 
might well on occasion be put in a position of having to divulge infor- 
mation to the prejudice of the very interests which his action sought 
to protect. On the other hand, your committee did not believe that 
the making of a re port should be left completely within the President’s 
discretion. In this form, section 1 of the bill thus requires the Presi- 
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dent either to render the described report or a finding that such report 
would be contrary to national defense or foreign policy interests, 

Representatives of the Departments of State and Commerce, com- 
menting on S. 3914, a similar bill in the 84th Congress, agreed that it 
would not result in any practical restriction of Presidential powers. 
They were nonetheless opposed to it, for the asserted reason that the 
more precise definition of those powers would not result in the hoped- 
for rationalization of procedures or a lessening of Executive burdens. 
This contention was based on the assumption that any certification 
ease dealing with foreign air transportation will, ipso facto, have 
some bearing on the Nation’s foreign policy and therefore require 
Presidential review. 

In discussing S. 3914 of the 84th Congress this committee said: 


Aside from the fact that this is no valid reason for objecting 
to the bill as drawn, your committee agrees that such an 
assumption may be theoretically sound. By the same token, 
no facet of the Nation’s foreign commerce can be said to be 
completely isolated from any effect upon official relations 
abroad. The extent to which any action or decision in this 
field need fall under direct Executive control remains always 
a relative and selective matter. Important considerations 
of foreign policy do indeed apply in the realm of international 
air transport; e. g., the exchange of routes, types of service, 
the problem of capacity, etc. But these as well as any other 
questions which might foreseeably bear upon national air 
transport policy are matters normally subject to antecedent 
diplomatic: negotiation and agreement with the foreign 
government concerned. The complex pattern of bilateral 
and multilateral air agreements which has come into existence 
since the close of World War II was hardly foreseen at the 
adoption of the act. Today these agreements form the 
framework of the Nation’s foreign air policy. 


In accordance with section 1102 of the act, the Board can take no 
action contrary to the provisions of any such agreement. Indeed it 
is difficult to imagine how a Board certification order involving trans- 
portation to any of the many countries with which an air bilateral 
agreement is in effect could be contrary to the interests of foreign 
policy without also being in violation of section 1102. For this reason, 
if no other, your committee is convinced that the bulk of cases con- 
cerning certification of individual carriers, both foreign and domestic, 
to engage in international air transport are and will continue to be 
decided solely on the statutory grounds of fitness, willingness, and 
ability to perform in accordance with the provisions of the act, deci- 
sions with which the President need not concern himself at all. That 
being so, section 1 of the bill cannot help but have the desired result 
of relieving the President of much unnecessary burden and restoring 
entirely to the Board the regulatory functions for which it was created. 

Under the Civil Aeronautics Act, the Civil Aeronautics Board is 
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the agency of government vested with the responsibility to develop 
an air transportation system properly adapted to the present and 
future need of the foreign commerce of the United States. Section 1 
restricts to the Board its responsibilities as intended by the Congress 
under the Civil Aeronautics Act of 1938, as amended, and secures to 
the Board its function as the principal aviation advisor to the President 
on international air agreements. It also prevents the executive 
department from changing the Board’s recommendations and then 
only insofar as the power of veto is concerned when in the interests 
of national defense or foreign policy. 


Sections 2 and 8 

Sections 2 and 3 of the bill relate to the negotiation of agreements 
with foreign governments for the establishment of air routes. Section 
2 provides: “Such negotiations shall be conducted in accordance with 
the principles set forth in section 1102 (b) of this Act.” Section 3 
amends the present section 1102 by adding section 1102 (b) which 
requires that the negotiations shall be conducted in accordance with 
the following principles: 


(1) The Board shall advise any air carrier whose interests it 
knows or reasonably should know will be affected, and shall 
fully consult with its representatives, both prior to and dur- 
ing any such discussions or negotiations. 

(2) A representative of the air carriers shall be made a 
duly accredited member of the United States delegation to 
any formal negotiations. He may attend all negotiating 
sessions and meetings of delegation, and shall be given a 
fair and reasonable opportunity to consult with his principals 
during and throughout the negotiations and before any 
ultimate decision is reached. 

These sections are self-explanatory and were included in the bill 
to give legislative effect to recommendations made by your com- 
mittee’s special subcommittee for the study of negotiations leading 
to the 1955 air agreement with Germany. The subcommittee’s 
recommendations and the background thereof are fully set forth in 
its report on this subject, dated April 10, 1956 (S. Rept. No. 1875). 


Ill. AGENCY COMMENTS 


Your committee feels that the hearing of last year on S. 3914 fully 
explored this problem, and accordingly have reported out this original 
bill. Agency position on the measure has not changed, and their 
last year’s comments are included herewith. These include com- 
ments from the Department of State, the Department of Commerce, 
the Civil Aeronautics Board, and the General Accounting Office. 
Since these comments are applicable to the instant bill they are 
included in this report as well as a special memorandum on S, 3914, 
which was submitted by the Executive Office of the President. 
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Executive OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 


Washington 25, D. C. 
JUNE 18, 1956. 


ADMINISTRATION Position ConceRNING S. 3914, a Birt To AMEND 
Sections 801, 802, anp 1102 oF THE Civit AERONAUTICS AcT OF 
1938, Aas AMENDED 


S. 3914 has two major features: 
I. LIMIT SCOPE OF PRESIDENTIAL REVIEW 


S. 3914 would require Presidential approval for certificates of foreign 
air transportation and for permits to foreign air carriers ‘‘in any case 
which he determines may affect the national defense or the foreign 
policy of the United States.’”” The President is required to report to 
the Congress his reasons for withholding approval of recommendations 
of the Civil Aeronautics Board. 

This involves three major changes from present law: (a) It would 
limit Presidential review to cases which may affect the national defense 
or foreign policy. (6) It would eliminate Presidential review for 
cases involving overseas and territorial air transportation. (c) It 
would require the President to report to the Congress his reasons for 
disapproval. 

Major reasons for opposing this provision include: 

(a) The language limiting the President’s power of approval or 
disapproval to those cases which may involve considerations of 
national defense or foreign policy would serve little, if any, useful 
purpose. Because all overseas air transportation cases may affect 
the national defense or the foreign policy of the United States, the 
President would still have no choice but to consider each as it arose. 
If the bill is intended to limit the President’s review to defense and 
foreign policy factors, the present language would have to be amended 
to so provide. However, there would seem to be nothing in existing 
law which would prevent the President from limiting his review to 
factors which he determines to involve foreign policy or national 
defense, should he decide that such a limitation would be in the 
national interest. 

(6) The termination of the President’s authority to approve cases 
involving Overseas and territorial air transportation would appear 
inadvisable, since national defense considerations may plan an 
important role in such decisions. 

(c) It would be inappropriate for legislation to require the President 
to report to the Congress his reasons for withholding approval from 
a recommendation of the Civil Aeronautics Board. For the Presi- 
dent to have to spell out the national defense or foreign policy factors 
which prompted his action could be detrimental to the security of 
the United States and the effective conduct of our foreign policy. 
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{I. PARTICIPATION BY PRIVATE AIRLINES IN AIR TRANSPORT 
NEGOTIATIONS 


S. 3914 would make the participation by private airlines in formal 
negotiations involving air transport agreements a statutory require- 
ment and prescribe, among other things, that a representative of 
private airlines be a duly accredited member of United States 
delegations. 

Major reasons for opposing this provision include: 

(a) The enactment of required procedures with respect to inter- 
national negotiations on air transport matters would destroy the 
flexibility which is frequently essential to obtain agreements in the 
best interests of the United States. 

(6) At the present, the airlines are consulted by the interested 
Government agencies and, if consistent with the national interest, 
are accredited as observers on United States delegations. To the 
extent that procedures prescribed in S. 3914 are now generally followed, 
legislation is unnecessary. 

(c) International relations are sometimes of a nature which would 
make private carrier representation detrimental to the United States. 

(d) The United States interests in air transportation are not con- 
fined to the air transport industry, but also include the interests of the 
traveling public, of the areas served, and sometimes of competing 
forms of transportation. The bill would give the air transport indus- 
try a privileged position. 

(e) The diverse interest of United States airlines preclude the estab- 
lishment of a unified air carrier position in many cases. 

(f) A duly accredited member of a United States delegation is 
bound by the United States position. Since the United States position 
represents the composite views of Government agencies and different 
segments of the United States public, the airline representative of the 
United States delegation may have to defend a position which may be 
inconsistent with that of his industry, and he may frequently be faced 
with a conflict of interests. 

(g) The United States position is at times based on confidential 
foreign policy considerations which could not be divulged to private 
parties. 


DEPARTMENT OF STATE, 
Washington, June 11, 1956. 
Hon. Warren G. MaGnuson, 
United States Senate. 

Dear Senator Maanuson: Reference is made to your letter of 
May 24, 1956, requesting the comments of this Department on 
5. 3914, a bill to amend sections 801, 802, and 1102 of the Civil 
Aeronautics Act of 1938, as amended. 

The first section of S. 3914 proposes to amend section 801 of the 
Civil Aeronautics Act of 1938, as amended. The proposed amend- 
ment would eliminate the requirement of Presidential approval on 
certificates authorizing an air carrier to engage in overseas transporta- 
tion or air transportation between places in the same territory or 
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possession. It would also limit the requirement for Presidential 
approval on certificates authorizing United States air carriers to engage 
in foreign air transportation or permits to foreign air carriers for 
operations in foreign air transportation to cases in which the President 
determines that the national defense or the foreign relations of the 
United States would be affected by the transportation involved. In 
addition the amendment would include a requirement that in any 
case in which the President did not approve the proposed decision 
of the Board, he should report to the Congress giving the reasons for 
his disapproval and the nature of the action which he proposed. 

This Department recommends that the proposed amendments not 
be enacted. It is believed that the President in the exercise of his 
responsibilities relating to the national defense and to the interest 
of the United States in connection with international relations should 
have an opportunity to review any case dealing with operations be- 
yond the continental United States. It is further believed that the 
President should not be required to report his reasons for approving 
and disapproving proposed decisions of the Board except to the extent 
that he in his own discretion might consider such a report valuable 
to the welfare of the Nation. 

Section 2 of the bill would amend section 802 of the act by adding to 
that section a sentence stating that international negotiations on 
aviation matters shall be conducted in accordance with principles 
which it is proposed to add to section 1102 of the act. This Depart- 
ment recommends that the amendment to section 802 and the pro- 
posed addition to section 1101 of the act not be enacted. International 
negotiations on air transport matters as well as other international 
negotiations require that the executive branch of the Government be 
able to follow such procedures and apply such information with regard 
to international relations, the public interest of the United States, and 
the national defense as may be pertinent in connection with any par- 
ticular negotiation. The enactment of required procedures with re- 
spect to such negotiations would destroy the flexibility which is many 
times the essential qualification on which the ability to obtain an 
agreement in the best interests of the United States may depend. 
Therefore from the standpoint of general principle this Department 
recommends against enactment of such required procedures. 

Paragraph (1) of the proposed subparagraph (b) of section 1102 of 
the Civil Aeronautics Act would require procedures which are now 
generally followed in connection with air transport negotiations. It is 
normal practice of the Civil Aeronautics Board to advise the air carriers 
of the United States of pending negotiations and to meet with repre- 
sentatives of those carriers prior to the formation of the Board’s 
recommendations to this Department with regard to such negotiations. 
In most instances representatives of this Department attend the ses- 
sions at which the carriers set forth their views whether those sessions 
consist of discussions at a staff level in the Civil Aeronautics Board 
or are of a more formal nature consisting of meetings with the Board 
members. It has moreover been the practice of the Civil Aeronautics 
Board to consult with representatives of the carriers during the course 
of such negotiations. Recognizing the responsibilities of the Civil 
Aeronautics Board as established in the Civil Aeronautics Act of 1938, 
as amended, this Department normally does not initiate meetings 
with carrier representatives. Nevertheless carrier representatives 
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are accorded an opportunity to discuss their interests in negotiations 
with officers of this Department when such an opportunity is sought. 
In this connection it should also be noted that the air carriers custom- 
arily make available to this Department copies of letters which are 
sent to the Civil Aeronautics Board with regard to matters relating to 
international air transport matters as well as writing directly to the 
Department when they so desire. This Department makes no attempt 
to reach decisions on matters the primary responsibility for which rests 
with the Civil Aeronautics Board. Insofar as the views expressed by 
the carriers relate to matters coming within this Department’s com- 
petence they are considered along with other pertinent matters. 

Considering the extent to which this Department and the Board 
consult with the representatives of the airlines and take their comments 
into account both prior to, and during the course of, international 
discussions and negotiations, it is not believed that the enactment 
of the proposed section 1102 (b) (i) would create any actual change 
in the procedures now being followed. Nevertheless the Department 
does not believe that it would be wise to solidify these procedures 
into legislation, thus making impossible the fle xibility that might be 
required in certain international situations where the following of 
such procedures might in fact react to the detriment of the United 
States. 

Section 3 of S. 3914 also provides for inserting in section 1102 a new 
subparagraph (b) (2), providing that a representative of the air 
carriers shall be made a duly accredited member of the United States 
delegation in any formal negotiations; shall be entitled to attend all 
negotiating sessions and meetings of the del egation; and shall be given 
a fair and reasonable opportunity to consult with his principals during 
and throughout the negotiations and before any ultimate decision is 
reached. It has been the general practice of the Department to pro- 
vide an opportunity for a representative of the air carriers to serve 
as an observer on delegations of the United States in formal negotia- 
tions on air transport matters. It is the intention of the Department 
to continue such practice to the extent feasible. However, it is recom- 
mended that this practice not be made the subject of legislation re- 
quiring it to be followed regardless of the circumstances of the negotia- 
tions. In addition to the fact that international relations may from 
time to time be of such a nature that carrier representation even 
in an observer capacity would react detrimentally to the United 
States, there is the fact that in many instances the diverse interests 
of United States airlines preclude the establishment of a unified air 
carrier position. Experience has shown that it is in fact increasingly 
dificult to obtain unanimity among the airlines. Consequently 
air carrier representation on a basis such that the representative can 
speak for the industry as a whole is rarely obtainable. In this 
connection it may be noted that in the absence of unanimity a repre- 
sentative of the Air Transport Association cannot speak for the airline 
industry although he may observe and report to the members of that 
association. It should also be noted that in cases where an affected 
airline is not a member of the Air Transport Association that associa- 
tion cannot adequately represent the industry even though all the 
members of the association are in fact in agreement on the position 
that should be taken by the United States. Therefor, the observer 
capacity in which air transport industry personnel have been serving 
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on United States delegation for some time is in fact the most advan- 
tageous position that can in many instances be accorded to those 
representatives. 

It should also be noted that when any person, whether a repre- 
sentative of the United States Government or a non-Government 
representative, becomes a ‘‘duly accredited member” of any United 
States delegation he becomes bound by the United States position. 
This position, representing as it does the composite views of various 
agencies of the United States Government and various segments of 
the United States public, is almost without exception a compromise 
position. Consequently, were a representative of the airlines to serve 
as a duly accredited member of the United States delegation and as 
such to speak in the course of the negotiations, he would be obligated 
by reason of his accreditation to speak in terms of the accepted United 
States position even though, in so doing, he spoke in a manner which 
was not completely acceptable to the airline industry or even to the 
segment thereof which he might represent. It is true that as an 
observer the representative of the airlines does not speak in the 
negotiating sessions. He has, however, the opportunity to attend 
all of those sessions and he had likewise the opportunity to report the 
events of those sessions to his principals. 

The proposed paragraph would also contain the requirement that 
the representative of the air carriers may attend “‘all * * * meetings 
of the delegation.”” Normally an air transport industry representative 
who serves as an observer on a delegation does attend meetings of the 
delegation. However, Government representatives serving on dele- 
gations have duties and responsibilities which in many instances 
require such representatives to confer and, sometimes, to discuss 
matters which are not public knowledge and which cannot in the 
interests of the security of the United States and its international 
relations be divulged to persons outside the Government. Therefore, 
a requirement that nongovernmental personnel be included in all 
delegation meetings is in effect a requirement that the delegations 
not take into account in some instances material which should properly 
be brought to bear on the subject. 

In connection with the proposed requirement that a representative 
of the air carriers should be made a duly accredited member of the 
United States delegations it should be noted that the United States 
interests in air transport negotiations are not confined to the air 
transport industry or to the portion of it which may be directly 
affected. The United States Government representatives are charged 
with the responsibility for taking into consideration the interests and 
well-being of all segments of the United States. In connection with 
air transport negotiations, these interests include the interests of the 
traveling public, the interests of the areas served by air transport 
operations, and the interests of the air transport industry. Although 
the Government makes every effort to balance conscientiously all of 
these interests so that the welfare of the United States as a whole will 
be served, it has consulted intensively with the representatives of the 
airlines, as has been noted previously in this letter, primarily because 
of the direct commercial interests of the airlines which will be affected 
by the principles internationally applicable to air transport services 
and the routes provided for in air transport agreements. Special 
efforts have been made to consult with this industry in connection 
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with such international negotiations. However, this Department 
cannot support legislation which would result in giving to the air 
transport industry a privileged position in which it would have 
influence paramount to that of the public which the air transport 
industry serves and of the communities of the United States which 
rely upon it for communication with other parts of the world. 

In view of the above comments this Department urges that the 
proposed legislation contained in S. 3914 not be enacted. 

The Bureau of the Budget advises that there is no objection to 
the submission of this report to the committee and that the enact- 
ment of S. 3914 would not be in accordance with the program of the 
President. 

Sincerely yours, 
Rosert C. Hit, 
Assistant Secretary 
(For the Secretary of State). 





THE SECRETARY OF COMMERCE, 
Washington 25, D. C., June 12, 1956. 
Hon. Warren G. Maanvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuairman: This is in reply to your letter of May 24, 
1956, in which you invite our comment concerning S. 3914, a bill to 
amend sections 801, 802, and 1102 of the Civil Aeronautics Act of 
1938, as amended. S. 3914 would curtain the authority which the 
Civil Aeronautics Act gives the President to review certificates 
authorizing foreign and overseas air transportation and foreign air 
carrier permits. The President’s authority to review certificates 
affecting overseas air transportation and air transportation within 
our Territories would be eliminated. The bill would also impose 
certain requirements regarding consultation with, and representation 
from, the air transportation industry in connection with the negotia- 
tion of treaties, conventions, and agreements affecting air navigation. 

We believe that these proposals, if enacted into law, would be 
contrary to the continued sound and orderly development of our air 
commerce which has been of so much benefit to our air carriers, 
Section 801 of the Civil Aeronautics Act now requires that the Presi- 
dent approve any action which the Civil Aeronautics Board may 
propose be taken in connection with a foreign air carrier permit, or a 
certificate of public convenience and necessity authorizing a United 
States flag air carrier to provide air transportation to a foreign country, 
to a Territory of the United States, or within a Territory of the 
United States. This approval may, if necessary, be exercised as an 
affirmative determination by the President directing the action to be 
taken by the Civil Aeronautics Board, if the recommendations of the 
Board should be inconsistent with the views of the President as to the 
action which may be necessary in the best interests of the United 
States. In the comparatively few instances where the President has 
acted to modify proposals of the Civil Aeronautics Board there has 
generally been notice of the nature of the President’s determination 
including, insofar as practicable consistent with the national interest, 
a statement of the reasons for such action. 
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We realize that the authority granted to the President in these ¢ases 
is unusually broad, but we believe that this result is a necessary 
realization of the practic ‘al situation which arises. The air transporta- 
tion services included under Section 801 involve, to an exceptional 
degree, our relations with foreign governments, the administration 
of our Territories, and the needs of our national defense. All of these 
are matters which are peculiarly and specially the concern of the 
President, and it has been generally recognized that his freedom of 
action in these matters is vital if we are to best effectuate the require- 
ments of our national interest. It would not benefit our air transpor- 
tation industry if the President’s freedom to act to meet the necessities 
of each particular and presently unpredictable situation which might 
arise in the future were limited by procedural restrictions such as are 
here proposed. 

We agree with the conclusions recently adopted by your committee 
that fullest consideration ought to be given to the business needs of 
our air transportation industry in any negotiations affecting those 
interests. To a considerable degree there is a good deal of consultation 
with the industry on these matters at the present time. To the extent 
that this may not have been adequate in some cases, we believe that 
corrective action ought to be taken; but such action can best be taken 
by the Executive acting within the scope of his authority and con- 
sistent with his responsibility to further the national interest in the 
conduct of our foreign relations and the assurance of our national 
safety. Enactment of legislation such as is here proposed would only 
create uncertainty and divided responsibilities leading to conflict be- 
tween agencies of the Government and between the Government and 
the industry. Such a result would be harmful most of all to the air 
transportion industry. 

United States-flag air transportation has developed and grown 
throughout the world under our present concept of regulation and 
conduct of foreign relations. The air transportation mdustry has 
gone too far since 1938, its importance to our economy is too great, 
and the investment of our citizens in this industry too substantial 
to justify the risk of experimentation with regulatory and negotiating 
functions which have worked with substantial success in the past. 
We feel certain that whatever corrective action needs to be taken can 
and will be taken within the scope of present executive authority 
without the need for restrictive legislation. We feel that legislative 
enactment such as is here proposed would seriously hamper the ability 
of the Executive to act in the best interests of the United States with- 
out in any way being helpful to the air transportation industry. 

We appreciate very much the opportunity to express these views 
and if we can be of any further help please feel free to call upon us. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this report to your committee and that enact- 
ment of S. 3914 would not be in accord with the program of the 
President. 

Sincerely yours, 


SrincLatr WEEKS, 
Secretary of Commerce. 
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Civin Agrronavtics Boarp, 
Washington 25, June 12, 1956. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Maanvuson: This is in reply to your letter of May 
24, 1956, asking the Board for a report on S. 3914, a bill to amend sec- 
tions 801, 802, and 1102 of the Civil Aeronautics Act of 1938, as 
amended. 

Under the existing provisions of section 801 of the Civil Aeronautics 
Act it is required that the issuance, amendment, or transfer by the 
Board of a certificate authorizing an air carrier to engage in overseas 
or foreign air transportation, or air transportation between the same 
Territory or possession, or any permit issuable to any foreign air 
carrier, shall be subject to the approval of the President. The first 
section of S. 3914 would amend these provisions by (1) eliminating the 
requirement for Presidential approval in the case of overseas and Ter- 
ritorial air transportation, with the result that the decisions of the 
Civil Aeronautics Board in these areas would be final, as they now are 
in the case of domestic air transportation; (2) limiting the President’s 
power in approving certificates for foreign air transportation and in 
approving permits to foreign air carriers to cases which he determines 
may affect the national defense or foreign policy of the United States; 
and (3) adding a statutory requirement that the President report to 
Congress any case in which he withholds approval, with his reasons 
and stating the approved action which he has ordered the Board to 
take. 

The Board believes that the provisions requiring the President 
to report to Congress those cases in which he withholds his approval, 
to give his reasons therefor, and to state what action he has ordered 
the Board to take, are objectionable. The only cases subject to 
Presidential review under the terms of the bill are those which the 
President determines may affect national defense or foreign policy, 
and the Board strongly recommends against the enactment of provi- 
sions calling for Presidential justification of bis actions in these 
matters. Except for the provision requiring the President to report 
to Congress, the Board believes that the legislation is feasible in that 
it would relieve the President of the burden of examining and passing 
upon complex economic matters for which the Board is staffed and to 
which the Board devotes a major part of its activity. The proposed 
transfer of final responsibility as provided in the bill would not add 
significantly, if at all, to the Board’s present workload. 

Sections 2 and 3 of S. 3914 relate to the negotiation of agreements 
with foreign governments for the establishment of air routes. Section 
2 provides: ‘Such negotiations shall be conducted in accordance with 
the principles set forth in section 1102 (b) of this Act.”’ Section 3 
amends the present section 1102 by adding section 1102 (b) which 
requires that the negotiations shall be conducted in accordance with 
the following principles: 

“(1) The Board shall advise any air carrier whose interests it 
knows or reasonably should know will be affected, and shall fully 
consult with its representatives, both prior to and during any such 
discussions or negotiations. 

“(2) A representative of the air carriers shall be made a duly 
accredited member of the United States delegation to any formal 
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negotiations. He may attend all negotiating sessions and meetings 
of delegation, and shall be given a fair and reasonable opportunity 
to consult with his principals during and throughout the negotiations 
and before any ultimate decision is reached.” 

In a letter dated April 3, 1956, to the chairman of the Subcommittee 
on International Air Agreements of the Senate Committee on Inter- 
state and Foreign Commerce, the Board set forth in detail the historic 
procedure followed to advise and consult with all interested United 
States air carriers both prior to and during any discussions or negotia- 
tions relating to air transport agreements, and its current practice of 
requesting the industry to designate a representative to advise the 
United States delegation and attend meetings as an observer-member 
of the United States delegation. A copy of this letter is attached. 
The Board believes that the procedure therein set forth complies 
fully with the intent of the proposed section 1102 (b) (1) and makes 
such legislation unnecessary. 

With respect to the proposed section 1102 (b) (2), it is significant 
that the air carriers represent only one of many groups interested 
in the conclusion or modification of air transport agreements. In 
negotiating with foreign countries the Board must consider the overall 
public interest in accordance with the standards set forth in section 2 
of the act. This requires that in addition to the interests of the 
individual air carriers, there must also be taken into consideration the 
interests of particular cities proposed for service. Likewise, certain 
of the various Government agencies can properly claim an interest 
in the negotiations with foreign governments. The interests of these 
other groups are equally as important in their respective fields as are 
those of the air carriers. If a representative of the air carriers is 
made a duly accredited member of the United States delegation to 
any formal negotiations, it is difficult to see how other interested 
groups could be denied the same privilege. 

From the history of the proposed legislation it is assumed that sec- 
tion 1102 (b) (2) contemplates that a member of the Air Transport 
Association will represent the United States air carriers as a member 
of the United States negotiating delegation. If this assumption is 
correct, the Board would like to point out that not all United States 
air carriers are members of the ATA, and that the interests of the 
nonmember carriers might not be adequately represented by the 
ATA. 

One of the main values of carrier representation at negotiating 
sessions is to facilitate and insure the reporting of developments to 
interested carriers and to establish one spokesman for conveying the 
reactions and suggestions of the interested air carriers to the negotiat- 
ing delegation. In such a role the carrier representative is serving 
the interests of the air carriers who are his joint employers. If the 
carrier representative also assumes the role of a fully accredited 
member of the delegation, he would frequently be faced with a conflict 
of interests. As the servant of the carriers, he would feel compelled 
to urge their interests, but in his position as a member of the delegation 
of the United States he would be expected to give primary considera- 
tion to overall interests which might be inconsistent with those of the 
air carriers. Thus the industry representative would be likely to 
find himself in an incompatible and, indeed, untenable situation. 

Moreover, due to the conflicting interests of the carriers themselves, 
there have been and will continue to be many instances when the posi- 
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tions taken by the individual carriers cannot be reconciled. In the 
course of the hearing which preceded the drafting of this bill the 
ATA representative was asked, ‘“‘What happens when 3 out of 44 
airlines which are directly affected object and the others say it is 
O. K.?”; and he replied: “The ATA usually steps out of the picture.” 
Thus, whenever the carriers are not unanimous, the role of the ATA 
is that of reporter only and the carrier representative in such cases 
would be an ineffective member of the negotiating delegation. 

In conclusion, the Board believes that procedural legislation will 
not resolve the difficulties which gave rise to the bill. The problem 
arises out of the fact that no agreement will satisfy each and every 
United States air carrier. Those who receive tangible benefits from 
it will favor it; those who can foresee no tangible benefits for them- 
selves will consider it unreasonable. There will always be dissatis- 
faction on the part of those carriers which stand to lose some part of 
their traffic, despite the fact that the agreement itself will further the 
overall interest of the United States. 

The Board has given very serious study over the years to the 
most effective means of obtaining as much carrier participation as 
possible in the development of United States negotiating positions. 
In the negotiation of the air transport agreement with Canada in 
1949, a carrier representative was a fully accredited member of the 
United States delegation. Nevertheless, the carriers objected so 
strenuously to the terms of that agreement that it was scrutinized by 
Congress. On the other hand, in the 1955 negotiations with Germany, 
an ATA representative attended the negotiating sessions as an industry 
observer, yet this agreement, too, was scrutinized by Congress as a 
result of carrier opposition. 

It seems clear that the basic difficulty is not one of industry repre- 
sentation but lies in the economic aspects of airline operations. You 
may be sure that the Board intends to continue to consult the air 
carriers prior to and during discussions and negotiations with foreign 
governments in order to obtain information, which only the carriers 
can furnish, regarding the impact on their operations of proposed route 
grants to foreign countries. These economic data are essential to a 
determination of the economic balance which the Board attempts to 
strike in recommending any route exchange. 

It is common knowledge that our international relations with 
foreign governments have become increasingly complicated. Like- 
wise the Board’s duties in the negotiation of bilateral agreements 
have become more and more difficult even in the absence of restrictive 
requirements as to procedure. To impose statutory restrictions as 
contemplated by S. 3914 will surely add to these difficulties and place 
additional burdens “upon the Board at a time when the Board needs 
all the assistance it can get to effectively cope with the formidable 
problems it is facing in the foreign field. 

Accordingly, the Board recommends against the enactment of 
sections 2 and 3 of S. 3914. 

The Bureau of the Budget advises that there is no objection to 
transmittal of this report and that enactment of S. 3914 would not be 
in accord with the program of the President. 

Sincerely yours, 
James R. Durree, 
Chairman, 
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ComprroLLER GENERAL OF THE UNITED SraTEs, 
Washington 25, June 1, 1956. 
B-102817. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CuarrMan: Further reference is made to your letter of 
May 24, 1956, requesting the comments of the General Accounting 
Office concerning S. 3914, 84th Congress, 2d session, entitled “A bill 
to amend sections 801, 802, and 1102 of the Civil Aeronautics Act of 
1938, as amended.” 

In brief, the bill proposes to amend section 801 of the act by elimi- 
nating the requirement that the President of the United States approve 
the issuance of certificates to overseas carriers, thus apparently placing 
such carriers in the same category as domestic airlines. Also, while 
the proposed amendment continues to require Presidential approval 
of the issuance of certificates to air carriers engaged in foreign air 
transportation and permits issued to foreign air carriers, it requires 
the President to report to the Congress any case in which he withholds 
such approval and to include in such report his reasons for withholding 
approval and what approved action he has ordered the Board to take 
in such case. Sections 802 and 1102 of the act likewise are amended 
to provide for the representation of interested and affected air carriers 
at all negotiating sessions and meetings of representatives of foreign 
countries for the conclusion or modification of any treaty, convention, 
or agreement regarding the establishment or development of air 
navigation, including air routes and services. 

It is clear that the foregoing proposals pertain to specific adjudica- 
tory and administrative processes of both the Civil Aeronautics Board 
and the President of the United States within the area of foreign air 
commerce and, as such, do not directly involve fiscal operations 
affecting the functions or jurisdiction of this Office. In this connec- 
tion, attention is invited to the following excerpts from the case of 
Chicago & Southern Air Lines, Ine. v. Waterman Steamship Corp. 
(333 U.S. 103), wherein the Supreme Court of the United States, in 
discussing this matter, stated: 

“In the regulation of commercial aeronautics, the statute confers 
on the Board many powers conventional in other carrier regulation 
under the congressional commerce power. They are exercised through 
usual procedures and apply settled standards with only customary 
administrative finality. Congress evidently thought of the adminis- 
trative functions in terms used by this Court of another of its agencies 
in exercising interstate commerce power: ‘Such a body cannot in any 
proper sense be characterized as an arm or an eye of the executive. 
Its duties are performed without executive leave and, in the contem- 
plation of the statute, must be free from executive control’ (Hum- 
phrey’s Executor v. United States, 295 U.S. 602, 628). Those orders 
which do not require Preside ntial approval are subject to judicial 
review to assure application of the standards Congress has laid down. 

“But when a foreign carrier seeks to engage in public carriage over 
the territory or waters of this country, or any carrier seeks the sponsor- 
ship of this Government to engage in overseas or foreign air trans- 
portation, Congress has completely inverted the usual administrative 
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process. Instead of acting independently of executive control, the 
agency is then subordinated to it. Instead of its order serving as a 
final disposition of the application, its force is exhausted when it 
serves as a recommendation to the President. Instead of being handed 
down to the parties as the conclusion of the administrative process, it 
must be submitted to the President, before publication even can take 
place. 
* * * * * * * 


«“* * * The President also possesses in his own right certain powers 
conferred by the Constitution on him as Commander in Chief and as 
the Nation’s organ in foreign affairs. For present purposes, the order 
draws vitality from either or both sources. Legislative and executive 
powers are pooled obviously to the end that commercial strategic and 
Siplomatic interests of the country may be coordinated and advanced 
without collision or deadlock between agencies, 

4% * * * * * * 


‘“* * * The President, both as Commander in Chief and as the 
Nation’s organ for foreign affairs, has available intelligence services 
whose reports are not and ought not to be published to the world. 
It would be intolerable that courts, without the relevant information, 
should review and perhaps nullify actions of the Executive taken on 
information properly held secret. Nor can courts sit in camera in 
order to be taken into executive confidences. But even if courts 
could require full disclosure, the very nature of executive decisions 
as to foreign policy is political, not judicial. Such decisions are wholly 
confided by our Constitution to the political departments of the 
Government, executive and legislative. They are delicate, complex, 
and involve large elements of prophecy. They are and should be 
undertaken only by those directly responsible to the people whose 
welfare they advance or imperil. They are decisions of a kind for 
which the judiciary has neither aptitude, facilities nor responsibility 
and which has long been held to belong in the domain of political 
power not subject to judicial intrusion or inquiry. * * *” 

In the light of the foregoing, we believe the matter to be one of 
policy for determination by the Congress and, accordingly, we have 
no recommendation to make. 

Sincerely yours, 
Frank H. Werrzet, 
Assistant Comptroller General of the United States. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


Sections 801 AND 802 oF THE CIVIL a Autics Act or 1938, as 
AMENDED (52 Strat. 1014; 49 U. S. C. 601, 602) 


Sec. 801. The issuance, denial, transfer, amendment, cancellation, 
suspension, or revocation of, and the terms, conditions, and limitations 
contained in, any certificate authorizing an air carrier to engage in 
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[overseas or] foreign air transportation, [or air transportation be- 
tween places in the same Territory or possession,] or any permit 
issuable to any foreign air carrier under section 402, shall be subject 
to the approval of the President of the United States in any case which 
he determines may affect the national defense or foreign policy of the 
United States. The President shall report to the Congress any case in 
which he withholds such approval including in such report the action he 
has ordered the Board to take and his reasons therefor unless he finds such 
report would be contrary to the interests of national defense or foreign 
policy, which finding he shall communicate to the Congress. 

Src. 802. The Secretary of State shall advise the Board of, and 
consult with the Board concerning, the negotiation of any agreements 
with foreign governments for the establishment or development of air 
navigation, including air routes and services. Such negotiations shall 
be conducted in accordance with the principles set forth in section 1102 (b) 
of this Act. 


Section 1102 or THE Civit AERONAUTICS AcT OF 1938, 
AS AMENDED (52 Start. 1026; 49 U. S. C. 672) 


Sec. 1102. (a) In exercising and performing its powers and duties 
under this Act, the Board shall do so consistently with any obligation 
assumed by the United States in any treaty, convention, or agreement 
that may be in force between the United States and any foreign coun- 
try or foreign countries, shall take into consideration any applicable 
laws and requirements of foreign countries and shall not, in exercising 
and performing its powers and duties with respect to certificates of 
convenience and nec essity, restrict compliance by any air carrier with 
any obligation, duty, or liability imposed by any foreign country; 
Provided, That this section shall not apply to any obligation, duty, or 
liability arising out of a contract or other agreement, heretofore or 
hereafter entered into between an air carrier, or any officer or repre- 
sentative thereof, and any foreign country, if such contract or agree- 
ment is disapproved by the Board as being contrary to the public 
interest. 

(b) Discussions or negotiations with representatives of a foreign 
country or foreign countries for the conclusion or modification of any 
treaty, convention, or agreement regarding the establishment of develop- 
ment of air navigation, including air routes and services, shall be con- 
ducted in accordance with the following principles: 

(1) The Board shall advise any air carrier whose interests it knows or 
reasonably should know will be affected, and shall fully consult with its 
representatives, both prior to and during any such discussions or nego- 
tiations. 

(2) A representative of the air carriers shall be made a duly accredited 
member of the United States delegation to any formal negotiations. He 
may attend all negotiating sessions and meetings of delegation, and shall 
be given a fair and reasonable opportunity to cons ult with his ‘principals 
during and throughout the negotiations and before any ultimate decision 
as reached. 
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FOREWORD 


Hon. James O. Eastuanp 
Chairman, Committee on the Judiciary, 
United States Senate. 


Senate Resolution 63, agreed to March 18, 1955, and Senate Resolu- 
tion 171, agreed to February 17, 1956, are in pursuance of Senate 
Resolution 245 of the 82d Congress and the interve ening continuing 
resolutions authorizing the Committee on the Judiciary, or an author- 
ized subcommittee thereof, to make an examination and review of the 
administration of the Trading With the Enemy Act, and to report its 
findings and recommendations. Set forth herein are the findings and 
recommendations of the subcommittee authorized to continue this 
study and examination. 

The predecessor subcommittees of the Judiciary Committee con- 
ducted thorough examinations of the Office of Alien Property and a 
complete review of the Trading With the Enemy Act. Since the 
filing of the reports by those subcommittees and the conclusions therein 
reached, the reasons justifying those conclusions appear greatly re- 
inforced. Present world conditions and resulting economic problems 
of paramount national and international concern warrant an early 
resolution by the Congress of the questions presented by the proposed 
legislation referred to the subcommittee. Involved in the overall 

problem of vested assets are questions vitally affecting our own 
eet nen, interests and policies. Among these problems are: 

(a) Should the Congress in the light ‘of our historical policy of non- 
confiscation condone a departure from it as to privately owned assets 
seized during and following World War II? 

(b) Would such a policy protect or jeopardize our foreign invest- 
ments, both private and governmental, which have by this time risen 
to an astronomical amount? 

(c) Would a permanent policy of confiscation (partial or total) be in 
our own enlightened self-interest as a nation? 

(2) What measures, if any, should the Congress take to compensate 
American war-damage claimants? 

(e) If the Congress determines that there should be restitution to 
the private owners of the properties vested in time of war, how and in 
what way can restitution be made without the necessity for additional 
direct appropriations? 

f) Should the restitution of vested assets be interrelated with a 
program for the payment of American war-damage claims? 

It was the conclusion of the subcommittee in the 83d Congress that 
confiscation was inimical to our foreign policy; that the Office of Alien 
Property should be dispensed with; that our policy of encouraging 
foreign investments was inconsistent with a policy of confiscation ; that 
confiscation of several hundreds of millions of privately owned German 
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and Japanese assets was inconsistent with our grants and loans, 
exceeding billions of dollars, to the Governments of these countries. 

The prior subcommittee concluded that legislation should be drafted 
for the return of the vested properties with appropriate safeguards 
and amendments to the Trading With the Enemy Act, as amended. 
Those recommendations culminated in the introduction of S. 3423 of 
the 83d Congress. This bill was reported out of the committee to the 
Senate, and was on the Senate Calendar at the time of adjournment. 

During the existence of the present subcommittee the work of the 
previous subcommittee was continued. Several major bills were 
introduced and considered. Hearings were held on the major bills, 
with the result that S. 4205 was reported to the committee and by it 
thereafter to the Senate. 

Two bills of consequence were reported after hearings and con- 
sideration, S. 1146 and S. 2226, which became Public Law 611 and 
Public Law 1007, respectively. 

It is recommended that a comprehensive measure providing for a 
full return of vested assets and the payment of American war-damage 
claims, not otherwise provided for by law or executive agreement, 
be favorably considered; that the work of the examination and review 
of the administration of the Trading With the Enemy Act be con- 
tinued and that a firm national policy be established with respect to 
vested assets not inconsistent with our historical and traditional 
policy respecting privately owned enemy alien property; and, further, 
that our national policy of encouraging foreign investments and the 
protection of our present foreign holdings be not jeopardized by a 
policy of even partial confiscation. 

It is inconceivable to the subcommittee that an office should be 
maintained, st a cost averaging $3 million a year, for 11 years after 
the termination of hostilities and more than 15 years after the declara- 
tion of war, the function and purpose of which office is so diametrically 
contrary to the larger, beneficent national policy of our Government. 

Sincerely, 


Oun D. Jounston, Chairman. 
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Mr. Jonnston of South Carolina, from the Committee on the 
Judiciary, submitted the following 


REPORT 


Since March 18, 1955, under the chairmanship of Senator Olin D. 
Johnston, the examination and review of the administration of the 
Trading With the Enemy Act has continued. Executive and public 
hearings have been held with the result that the conclusions set out 
in the previous reports of prior subcommittees appear fortified and 
amply justified. In addition thereto, study and consideration have 
been given to pending bills affecting the disposition of alien property 
and the multiple questions raised in connection therewith. During 
the 84th Congress there were 63 bills introduced in the House of 
Representatives and the Senate which had for their purpose amend- 
ments to either the War Claims Act of 1948, or the Trading With 
the Enemy Act, as amended. Bills affecting the War Claims Act 
have a direct relationship with the administration of the Trading With 
the Enemy Act because section 12 of the former is identical with 
section 39 of the latter. 

PRELIMINARY 


The Subcommittee on Trading With the Enemy Act, pursuant to 
Senate Resolution 63, agreed to March 18, 1955, and Senate Resolu- 
tion 171, agreed to February 17, 1956, commenced a review in accord- 
ance with their provisions and continued the investigation of the 
administration of the Trading With the Enemy Act begun by the 
Committee on the Judiciary in the 82d Congress pursuant to Senate 
Resolution 245. The subcommittee also studied and considered the 
bills referred to it, holding executive and extensive public hearings in 
connection with such proposed legislation. 

During World War I Congress found it necessary to enact the 
original Trading With the Eremy Act (Public Law 91, 65th Cong., 
approved October 6, 1917). The primary and agreed legislative 
purpose and intent of this act were to immobilize commerce with 
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enemy aliens and to prevent the use of the assets of enemy aliens in 
the United States to the detriment of our war effort. 

Coniiscation, temporary or permanent, partial or total, was foreign 
to the original congressional intent. Since the passage of the act there 
have been many amendments to it including section 39 which was 
added by section 12 of the War Claims Act of 1948. Power of blocking 
and seizing of intangible assets and the consolidation of the functions 
under the original act arose by virtue of Executive orders formulated 
under the War Powers Acts, following the commencement of World 
War II. Together, the foregoing constitute the legal basis and 
justification for the seizure, vesting and administration of enemy 
alien property, governmental and private, including that alleged to 
be enemy-tainted. 

Section 12 of the War Claims Act, being section 39 of the Trading 
With the Enemy Act, converted our national and traditional policy of 
custodianship or trusteeship of such properties, as contemplated by 
the original act, into one of confiscation. Section 39 provides that— 


no property or interest therein of Germany, Japan, or any 

1ational of either such country vested in or transferred to any 
offic er or agency of the Government at any time after Decem- 
ber 17, 1941, * * * shall be returned to former owners 
thereof or their successors in interest, and the United States 
shall not pay compensation for any such property or interest 
therein. 


It further provides that the— 


net proceeds remaining upon the completion of adminis- 
tration, liquidation and disposition pursuant to the provisions 
of this Act of any such property or interest therein shall be 
covered into the Treasury at the earliest practicable date. 


LIMITED WAR DAMAGE CLAIMS, INTERNEES, ETC. 


The War Claims Act of 1948 created a War Claims Commission 
which had for its purposes the payment of limited personal war- 
damage claims for detention, injuries, improper subsistence allow- 
ances and war-damage claims of religious, charitable and educational 
organizations for damage to or the loss and destruction of their proper- 
ties. The major part of these prisoner-of-war claims arose and oc- 
curred in the Pacific theater, particularly with respect to Japan and 
in the Philippines. 

To date, practically all of these major, personal war-damage claims 
have been paid. The time for filing claims has expired. Some are 
pending final adjudication. These claims have been paid from the 
proceeds of the $225 million transferred from the Office of Alien 
Property to the Treasury for deposit in the war claims fund.! 

On July 1, 1954, by virtue of Executive Reorganization Plan No. 1, 
the War Claims Commission was abolished and the Foreign Claims 
Settlement Commission was created to assume the administration of 
these unsettled claims, along with others. 

As of November 30, 1956, the expenditures from the War Claims 
Fund of $225 million, allocated from vested assets, are as follows: 





The Congress has never authorized the transfer of a substantial portion of that $225 million 
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Total deposits to the war claims fund____..._..----------_- $225, 000, 000. 00 


Claims paid through Bureau of Employees Compensation. 23, 410, 954. 18 
Claims paid by Foreign Claims Settlement Commission 


(War Claims Commission)___...__........._.......- 178, 000, 000. 00 
Administrative expenses, Bureau of Employees Compensa- 

S160. SSeS bis ween tie one oe 711, 223. 52 
Administrative expenses, Foreign Claims Settlement Com- 

NUN IE  ao cscs sa ba ws ste: eetctennen thin wesc cork Rae ee Ee 4, 928, 029. 91 
Reimbursement to State Department for assistance - __-_- 50, 550. 08 
Allocated in the Treasury for future payments due under 

Bureau of Employees Compensation: Allotments- - - -_- 17, 500, 000. 00 


Reimbursement to General Accounting Office for settle- 





WRT ORETIION ne hae 69. 50 
Total gross disbursements. 6... 2 ela eee 224, 600, 827. 19 
Redeposite to fund. (credite). 34. ceed oss led dei wessa 6, 729. 28 
LOUAL TU8G WIG WOUNS. . «ck ae nn con mancake dee eran 224, 594, 097. 91 
Balance available as of Nov. 30, 1956........-.------ 405, 902. 00 


Of the payments made by the Foreign Claims Settlement Com- 
mission, successor to the War Claims Commission, $51,776,000 have 
been paid to those claimants in the European theater of war; 
$119,886,000 for claims arising in the Pacific area; and $660,000 have 
been paid to claimants whose particular theater of war has not been 
determined, including merchant seamen and others. 


SEIZURES, BLOCKING, AND VESTING 


Certain provisions of the original Trading With the Enemy Act 
are still in effect; various amendments to the original act have been 
enacted, as has been noted in detail in prior subcommittee reports; 
some provisions have terminated, or have been superseded; and doubt 
exists as to the effectiveness of other remaining sections of the original 
act. 

Under the authority of the War Powers Acts (77th Cong.), the 
President was empowered to block, seize, and vest not only the 
property of enemy governments, but also the property of nationals 
thereof. The power of blocking assets was originally exercised by 
the Secretary of the Treasury. 

At the time of Pearl Harbor the Department of Justice adminis- 
tered the alien property still held under the Trading With the Enemy 
Act as a consequence of World War Il. By Executive order of March 
11, 1942, World War II seizure powers and related functions were 
granted to a newly created and independent agency—the Office of 
Alien Property Custodian. The functions of that office were trans- 
ferred to the Department of Justice by Executive order under date 
of October 14, 1946, and are being administered by the Office of 
Alien Property in that Department. The transfer was confirmed by 
the provisions of Reorganization Plan No. 1 of 1947. 

The vesting of Japanese-owned property (governmental and pri- 
vate), ceased when the Treaty of Peace with Japan became effective 
on April 28, 1952. Property owned by individual Germans, as well as 
American-owned property destined to go to German nationals, con- 
tinued to be vested until April 17, 1953, when the President informally 
directed the same to be stopped. V ast properties of American citizens 
earned in the United States, such as guardianship estates, decedents’ 
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estates, devises, legacies, proceeds from insurance policies, annuities, 
social-security benefits and the like, aggregating an amount in excess 
of $91 million, have been seized. Incidentally, these properties in the 
main were created in the United States and had borne their propor- 
tionate share of the successful American war effort. 

Reports of prior subcommittees detailed the businesses conducted 
as going concerns and operated by the Office of Alien Property. Some 
have been agen Several major incorporated enterprises have 
continued to be operated for the benefit of the United States, because 
of pending litigation under section 9 of the Trading With the Enemy 
Act. 

Technical reasons and licensing contracts have caused other 
businesses to be continued in operation by the Custodian. 

Section 34 of the Trading With the Enemy Act provides for the 
payment of debt claims of American creditors against former enemy 
alien owners whose property was vested. Investigations revealed as 
of June 30, 1955, that approximately 24,000 debt claims were still 
pending for settlement. It is estimated that currently 18,000 claims 
remain unsettled. A large number of these claims are by American 
nationals against the Yokohama Specie Bank, Ltd., and the Sumitomo 
Bank, Ltd., with a fewer number of claims against former German 
shipping concerns. Many of these claims have been pending since 
1946 with no final determination of the same by the Office of Alien 
Property. 

Other amendments to the Trading With the Enemy Act provided 
for the return of vested property to nonenemy aliens and to certain 
persecutees. Recent authorization (Public Law 626, approved 
August 23, 1954) was given for the filing of claims against so-called 
heirless properties. The subcommittee is advised that about 3,600 
claims are pending in reference to Public Law 626. 


ANNUAL REPORT OF CUSTODIAN 


The Annual Report of the Office of Alien Property to the Congress 
should be made pursuant to the provisions of section 6 of the Trading 
With the Enemy Act. Section 6 provides with respect to the report 
as follows: 


That the President shall cause a detailed report to be made 
to Congress on the first day of January of each year of all 
proceedings had under this Act during the year preceding. 
Such report shall contain a list of all persons appointed or 
employed, with the salary or compensation paid to each, and 
a statement of the different kinds of property taken into 
custody and the disposition made thereof. 


No list of employees with their salaries has appeared in any report 
of the Alien Property Office since 1943. The subcommittee feels that 
the statute should not be waived or violated in this respect and that 
subsequent reports should comply with the statute. The reason given 
for not including the list of employees is based upon the ground of 
economy and the approval of the Joint Committee on Printing.’ 

The undated Annual Report of the Office of Alien Property was 
submitted on June 20, 1956, however, it was composed of data for the 


2 The ¥ waiver is justified by the filing of a list of the employees with the President, Vice President, and 
the Speaker of the House of Representatives. 
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fiscal year which had ended on June 30, 1955. No report for fiscal 
1956 has been filed. 

If the “preceding year’’ referred to in section 6 of the act means the 
calendar year, the report for 1955, due January 1, 1956, is substantially 
6 months in arrears. If “prec eding year’ ‘and that seems to have 
been the custom—means the fiscal year, then the report due in Janu- 
ary is not being filed in accordance with the statute, but almost 1 year 
later. The obvious result of this delay is that the Congress is without 
official information of the activities of the Office of Alen Property in 
many instances much too late for effective or corrective consideration 
of same. 

In the report submitted to the Congress on June 20, 1956, for the 
1955 fiscal year, the total value of all vested properties at the date of 
their vestings is estimated at $393,779,000. There has been an esti- 
mated appreciation in values of $154, 827 000, and net income from 
income producing properties since the date of vesting amounted to 
$63,881,000. Consequently, the total estimated value of all vested 
properties with accretions as of June 30, 1955 (in thousands of dollars) 
amounts to $612,487 ,000. 

At the time of vesting, properties owned by former German enemy 
aliens amounted to $300,096,000, or 76.2 percent of all vested property; 
the estimated value of Japanese vested property was $65,813,000, or 
16.7 percent; the balance of the vested property aggregated 
$27,870,000, consisting of Italian, Hungarian, Rumanian, and of others 
within occupied areas. 

There has been considerable depreciation in the value of Japanese 
vested assets, for the net equity of German property vested as of 
June 30, 1955, amounts to $467,682,000, while for the Japanese, it 
amounts to $46,093 ,000.° 

The Office of Alien Property reports that it had assets on hand as 
of June 30, 1955, aggregating $268,383,000. The costs of administra- 
tion, the transfer of $225 million, to the Foreign Claims Settlement 
Commission and the payment of claims constitute substantially the 
difference of $344,104,000. 

The report for the fiscal year 1955 shows a gross income of 
$4,809,047.76, thus a return of less than 2 percent is received by the 
Office of Alien Property on the assets it administers. 

The Office of Alien Property and its predecessor, the Office of Alien 
Property Custodian, in the administration of W orld War II properties 
have expended well over $50 million for their sole administrative 
operations. This amounts to an average cost in excess of $3 million, 
but this sum is by no means the whole cost, nor does it reflect the 
true picture of costs. Not included are the supplementary costs of 
other agencies of the Government furnishing assistance to the Office 
of Alien Property—such as the various United States attorneys’ 
offices, the Treasury, State, and other departments. ‘These costs 
through the years are unknown and incalculable. In part, therefore, 
the cost of administration of alien properties is chargeable to the 
vested assets of former alien enemy private properties, and the bal- 
ance of this incalculable cost of administration of vested alien prop- 


3’ The figures $467,682,000 and $46,093,000, net equity of German and Japanese seized property, respec- 
tively, as of June 30, 1955, were taken from the 1955 Annual! Report of the Office of Alien Property. They 
reflect more than merely appreciation and depreciation in valine of property since vesting dates. They 
also reflect deductions of expenses and amounts of allowed title and debt claims. Therefore, the deprecia- 
tion in value of Japanese assets is not as great as indicated and the appreciation in value of German prop 
erty is greater. (See table 7 of the 1955 Office of Alien Property Annual Report.) 
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erties is borne necessarily through the administrative allowances 
appropriated annually by the Congress for other agencies of the 
Government. ‘These costs, known and unknown, do not include the 
outlays for specialists, attorneys, managers, directors, and officers of 
the enterprises (business and manufacturing) which have been op- 
erated by the Custodian or Office of Alien Property since 1941. 

The administrative expense for the Office of Alien Property for 
1955 was considerably larger than that in 1954. In 1954, $2,460,000 
was expended, and in 1955, $2,616,000 was chargeable to the item of 
administrative expense. 

The number of employees in the Office of Alien Property has aver- 
aged less than 400 annually, and at various periods of time since 1942 
the number has risen to 787. ‘They embrace the entire range of per- 
sonnel qualifications. Included are specialists in specific fields, attor- 
neys, accountants, and several types of clerical workers. 

It is reported that the Office of Alien Property has worked in recent 
months with unusual haste to liquidate all remaining assets. There 
does not appear to be a substantial basis for anticipating a worth- 
while reduction within the foreseeable future in the cost of operating 
the Office of Alien Property or in the reduction of its personnel. This 
appears to be evident from the fact that the Office of Alien Property 
requested an appropriation of $3 million for the operation of that 
Office during fiscal 1956 and a like amount was requested and appro- 
priated for fiscal 1957. 

There has been in recent years a concentration of the work of the 
Office of Alien Property to its central office in Washington. The sub- 
committee was advised that the New York branch office of the Office 
of Alien Property was closed with all of its work being transferred to 
the Washington office in May 1953, and that the San Francisco branch 
office was in the process of being closed. The closing date was sched- 
uled for June 30, 1956. The latter had 2 attorneys, 1 auditor, and 
3 clerical employees. The Office of Alien Property has detailed an 
attorney to the United States attorney’s office to complete the liqui- 
dation. 

The Tokyo branch office has a manager and two clerical employees 
with the work being entirely of an investigatory nature. 

There is one service manager coordinating the work in the Manila 
office in the Philippines. 

The Munich, Germany, branch office is engaged only in investi- 
gatory work. There are 13 employees, 8 of whom are Germans paid 
in deutchesmarks by the United States Embassy. There are 5 Amer- 
icans (2 attorneys, 2 investigators, and 1 secretary) who are paid by 
the Office of Alien Property in United States currency. 

The Honolulu branch office was closed in June 1955. There were 
two cases pending in the district court which were being handled by 
the United States attorney’s office.‘ 

On July 21, 1955, the subcommittee held an executive session with 
the principal officers of the Office of Alien Property. This session was 
for the purpose of obtaining current information on the administration 
of the Trading With the Enemy Act, as amended, and for the purpose 
of determining what corrective measures had been taken with respect 
to administration of the act, and to which attention had been called 


in the interim report released in January 1953 by a predecessor sub- 


4 These offices were closed upon the recommendations of the subcommittee in the 83d Cong. 
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committee under the chairmanship of the late Senator Willis Smith 
of North Carolina and a final report under the chairmanship of 
Senator Everett McKinley Dirksen of Illinois, issued in January 1954. 

The Chief of the Claims Division, Office of Alien Property, pointed 
out that as of June 30, 1955, there had been filed with the Office of 
Alien Property 19,682 title claims and 47,569 debt claims. In addi- 
tion there had been filed at that time approximately 4,020 additional 
claims pursuant to the provisions of an amendment to the Trading 
With the Enemy Act generally known as the Heirless Property Act 
(Public Law 626, 83d Cong., approved August 23, 1954, 60 Stat. 50). 
More than 7,500 claims have now been filed under this Public Law. 
It was anticipated also, that about 10,000 claims would be filed under 
the act. 

During the period July 1, 1954, to June 30, 1955, 1,406 title claims 
were disposed of and 16,052 debt claims were also disposed of, or a 
total of 17,458 claims. 

As of June 30, 1955, there were pending in the Office of Alien 
Property 10,040 title claims. This, however, does not include claims 
filed under the Heirless Claims Act or the “looted securities” program. 
There were also pending in the Office on that date 23,976 debt claims, 
making a total of 34,029 claims. 

The Claims Section of the Office of Alien Property was established 
in 1947. Since that time, according to the testimony, 9,642 title 
claims and 23,580 debt claims have been disposed of, or an average 
of about 4,000 claims processed per year over the 8-year period. 
However, both the former Chief of the Claims Division and the 
present Director of the Office of Alien Property testified at the execu- 
tive session that since their Office had been given more funds by the 
Congress they have been able to increase the number of both title and 
debt claim disposals. It was their opinion that even a greater number 
can be disposed of in the coming months, though neither would hazard 
a definite terminal date for the settlement of the claims program. 

The reason for the larger number of debt claims as compared with 
the number of title claims is found in the fact that there were many 
claimants who alleged that the original owners of vested property 
were indebted to them, whereas there were a relatively small number 
of title claimants who alleged wrongful vesting of their properties. 

One is prone to overlook the fact that there are several types of 
claimants to property seized under the provisions of the Trading With 
the Enemy Act, as amended. Many assume that the great majority 
of claimants are those who were former enemy alien owners. This 
is not true. This property was vested because the owners were 
enemy aliens. They are not now debt claimants, as such, although 
they wish their properties returned because the reason for its original 
seizure no longer prevails. They contend that the return of their 
property is consistent with the basic principle of the sanctity or 
inviolability of private ownership and that to confiscate private 
property does violence to the traditional American policy of nonconfis- 
cation; and, further, that governments make war upon one another 
rather than upon the individuals composing such a government. 
Then, too, it is urged that the property of an individual should never 
be held for his government’s obligations. 

There is a vast domain of claims—debt and title—which are asserted. 
Debt claims arise from previous business dealings between individuals 
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and the former owners of the property held under seizure. ‘Title 
claims arise in a contest between the government on the one hand 
and those who assert a conflicting or nonenemy alien title on the other 
hand. These debt and title claims in the larger percentage of the 
pending cases are being administratively adjudicated without judicial] 
intervention. 

There is still another category of claimants entirely different in 
nature. They consist of a small group of Americans and freindly 
neutral aliens. Their property was seized on the ground that they 
were enemy aliens. They have vigorously denied this assertion. 
They contend their properties ought never to have been seized in the 
first instance. They claim not as applicants for the return of property 
rightly seized, but rather as an aggrieved group against whom the 
Government has originally ac ted. “wrongfully. The contention is 
urged that no real hearing on the merits has ever been accorded them 
to determine the justice or merit of the original seizures. Because 
such a contention concerns the basic rights of an individual, namely, 
his right to his own property, and to a hearing on the merits involving 
as it does a lack of an impartial hearing, fundamental and constitu- 
tional questions have been raised. Section 9 (a) of the Trading 
With the Enemy Act affords the judicial relief for those who claimed 
their properties were wrongfully seized in the first instance. 


BILLS SUBMITTED TO THE SUBCOMMITTEE 


S. 1146 was suggested by the Attorney General and introduced by 
Senator Dirksen on February 21, 1955. The purpose of S. 1146 was 
to relieve the Attorney General’s Office of the administrative burden 
of considering and passing upon attorneys’ fees, the same being limited 
by statute to 10 percent except by order of court where exceptional 
services or special circumstances justified a court allowance in excess 
of 10 percent. 

S. 1147 was introduced on February 21, 1955, by Senator Dirksen 
at the request of the Attorney General. The purposes of this bill 
were (1) to amend section 34 of the Trading With the Enemy Act, as 
amended, to permit the disallowance of certain debt claims against 
vested property of foreign countries but not their nationals, unless 
they were based upon wages, salary claims, or debts due the United 
States, and (2) to exclude “the claims based upon obligations payable 
in foreign currencies. The bill prevented judicial review of the dis- 
allowance action of the Attorney General and except for this latter 
provision, it was similar to S. 2231 of the 83d Congress, which bill was 
passed by the Senate. No action was taken on S. 2231 by the House 
of Representatives. The specific relief sought to be granted by this 
bill (S. 1147) was largely administrative by reason of the failure of 
the Office of Alien Property to act more expeditiously in the settlement 
of claims. The enactment of S. 1147, as submitted, might well have 
proved detrimental to the claims of many American nationals of 
Japanese extraction should a general return bill have been enacted 
with no exceptions for the removal of assets beyond the jurisdiction 
of creditors or claimants. 

S. 2226 was introduced on June 14, 1955, by the late Senator Kilgore 
at the suggestion of the Attorney General. It directed the Attorney 
General to transfer to the Secretary of the Treasury certain trust 
accounts on the books of the Attorney General, the interest in which 








TRADING WITH THE ENEMY ACT 9 


was acquired by the United States prior to December 18, 1941, under 
the provisions of the original Trading With the Enemy Act. The 
assets embraced the remainder of World War I seizures after 39 years 
of administration of them by our Government. 

S. 854 was introduced on February 1, 1955, by Senator Langer. 
It would permit the substantial return of certain properties held by 
the Alien Property Custodian to citizens or nationals of Germany or 
Austria who acquired such property by gift, devise, bequest, or inherit- 
ance from an American citizen, provided such claimants could show 
by substantial evidence that they had never been members of the 
Nazi party. It provided that claims might be filed within 3 years 
from date of enactment, and limited attorneys’ fees to 10 percent of 
the amount recovered. Under the provisions of the bill, claims of 
American citizens against Germany and Austria were afforded priority 
of payments from the undisbursed German and Austrian enemy alien 
funds vested under the Trading With the Enemy Act. This bill 
was the subject of hearings and consideration along with S. 995 and 
others. An amendment to S. 854, intended to be proposed by Senator 
Bible, was submitted on July 5, 1955. This proposed to include as 
eligible claimants, American citizens who were formerly nationals of 
Germany and Austria. 

S. 995 was introduced on February 8, 1955, by the late Senator 
Kilgore and Senator Dirksen. This proposal made numerous technical 
amendments to the Trading With the Enemy Act, as amended. Its 
main purpose, however, was to provide for the return of alien property 
vested by the Alien Property Custodian during and immediately 
following the Second World War with the following exceptions: 
(1) The private property (as distinguished from consular and diple- 
matic property) of Boy ernments with which the United States has been 
at war since 1941; (2) persons who, on January 1, 1954, or any time 
thereafter, were living behind the Iron Curtain; (3) property of per- 
sons convicted of war crimes as defined in the act; (4) certain property 
located in the Philippine Islands subject to the provisions of the 
Philippine Property Act of 1946. It also made exception to return 
where the property involved would be returned to persons within the 
jurisdiction of a nation which continued to confiscate property of 
German and Japanese individuals or others. Such latter exceptions, 
however, might be removed upon the assurance that such nation 
would not confiscate any such property upon its return. The measure 
ylaced the responsibility for the return of such property initially in the 
Ganda of the Attorney General; and it created a Vested Property Com- 
mission composed of three members appointed by the President by 
and with the advice and consent of the Senate, which would serve as 
an administrative tribunal to which persons denied return by the 
Attorney General might appeal for review. 5S. 995 authorized specific, 
as well as such other, required funds necessary for its administration. 

S. 2227 was introduced on June 14, 1955, by the late Senator 
Kilgore at the suggestion of the Secretary of State. The proposals of 
this bill provided, among other things, for the return, as a matter of 
grace, of up to $10,000 in value of vested assets other than patent 
interests, now held by the Office of Alien Property, to natural persons 
who had not as of January 1, 1955, or any time thereafter maintained 
a principal dwelling bel 1ind the Iron Curtain. It permitted business 
eliterprises. as well as natural persons, to secure the return of trade- 
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marks and copyright interests without regard to the ceiling of $10,000, 
royalties therefrom not payable with respect to business enterprises, 
but allowed to natural persons as a charge against the $10,000 limita- 
tion. Properties of cuvtebia. religious, and educational bodies 
(small in number and amount), were to be returned in full. It 
authorized the return of copyrights without limitation to natural 
persons or business enterprises behind the Iron Curtain. It directed 
that trademarks, owned prior to vesting by the Alien Property Cus- 
todian by a person in East Germany, shall be returned to a person in 
the Federal Republic of Germany, if an equivalent trademark has been 
registered by it for such person. The bill prohibited return of the 
assets of a corporation (including stock held by such corporation) to 
a natural person if the interest of such person was based on ownership 
of stock in such corporation. The bill also excluded return of certain 
other properties subject to United States commitments to foreign 
governments, money collected from American licensees under prewar 
contracts with enemy nationals deemed violative of the antitrust 
laws, and royalties from vested patents and patent contract interests 
derived from their use in war production. The proposal further per- 
mitted the sale of the properties during time of war or national 
emergency a claim for which is pending when the interest and the 
welfare of the United States so required, the proceeds of which should 
go to the claimant, if successful in substantiating his claim. Another 
provision of this bill authorized earmarking $100 million to be admin- 
istered by the Foreign Claims Settlement Commission out of funds 
payable by the Federal Republic of Germany thus allowing American 
claimants to recover war damages to the extent of such limited 
amount; $5 million of the above amount should be deducted for 
administrative expense, leaving American claimants $95 million. 

Extensive hearings were held on November 29-30, 1955, and April 
20, 1956, on the proposals contained in S. 854, S. 995, S. 1405, S. 2227, 
and S. 3507. 

S. 1405 was introduced on March 11, 1955, by Senator Clements. 
This proposal authorizes the Alien Property Custodian to sell property, 
claimed by other than a citizen of the United States in any suit under 
the provisions of the Trading With the Enemy Act, upon a determi- 
nation by the President in time of war or national emergency that the 
interest and welfare of the United States required the sale of such 
property at any time prior to the entry of final judgment in such suit. 
This bill also was considered along with S. 854, S. 995, and S, 2227. 


ACTION ON LEGISLATIVE PROPOSALS SUBMITTED 


The bill, S. 1146, to amend the Trading With the Enemy Act 
relating to attorneys’ fees, was considered by the subcommittee and 
favorably reported to the Senate by the full committee. This bill, 
as hereinabove stated, relieves the Office of Alien Property of the 
detailed administrative function required in fixing the reasonableness 
of attorneys’ fees, pursuant to section 20 of the Trading With the 
Enemy Act, as amended. The bill leaves the determination of fees 
to the parties in interest, though the limitation of the maximum of 
10 percent was retained. S. 1146 became Public Law 611, approved 
June 25, 1956. 

Public hearings were held on September 29, 1955, for the purpose 
of receiving testimony on S. 1147, a bill to amend the Trading With 
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the Enemy Act relating to debt claims, and on S. 2226, to amend the 
act in such a manner as to provide for the disposal of the remainder of 
World War I assets. The subcommittee completed its study of S. 
2226 and, with slight modifications, S. 2226 became Public Law 1007, 
approved August 6, 1956. The Office of Alien Property, with the 
enactment of S. 2226, was relieved of further responsibility for the 
administration of vested assets remaining from World War I seizures. 


SUMMARY AND ANALYSIS OF PRINCIPAL ARGUMENTS THUS FAR DEVEL- 
OPED FOR AND AGAINST BILLS CONSIDERED BY THE SUBCOMMITTEE 


The hearings developed three divergent views for a solution of the 
alien property question. One was that in principle the existing laws 
should be unchanged, another was that the present law should be 
amended so as to allow a partial return of the seized private property, 
and the third advocated a full return of such property less a charge 
for administration while it was in the custody of the United States. 

The supporters of the first position approve and urge the retention 
of statutes whereby the private property of enemy alien citizens is 
confiscated by our Government. The witnesses in favor of this posi- 
tion were silent on, or at most bypassed, the conflict of their proposals 
with the moral and legal principles which have been a part of the 
traditions and fundamental principles of the United States since our 
Government was formed. 

The passions of war often survive long after conflict ends. This 
survival is certainly understandable when it is found among those 
who have seen or suffered from unspeakable atrocities perpetrated by 
ruthless dictators. But a punitive emotion, which would visit such a 
penalty, earned and richly deserved by the dictator masters of these 
individuals, should not be carried to the point of inflicting suffering 
on owners of private property in the United States. This cannot be 
justified in reason and violates the established American principle that 
as a country we wage war against governments and not individuals, a 
doctrine which is more essential when the national enemy is a dictator- 
ship. 

Other witnesses opposed any change in the existing statutes. 
They based their objections on the fact that the alleged techniques 
developed by some of the companies seized might be detrimental to 
the owners of competing American concerns. If such a doctrine is 
accepted, it would mean that every foreign company doing business 
in the United States would become subject to governmental seizure 
if it made technical advances which created competitive advantages. 
Aside from the unavoidable clash that such a doctrine has with the 
private enterprise idea, its consequence to American business abroad, 
which we believe depends largely upon its advanced technology and 
methods of operation for competitive advantage, could be anything 
but significant. 

The primary question which must be answered in dealing with 
alien property is whether or not the United States is prepared to 
abandon the principle of the inviolability of private property, and in 
such abandonment to have the Government of the United States 
become a confiscator along with Communist or imperialistic nations. 
Abandonment, if there is to be abandonment of the principle of the 
sanctity of private property, should be openly undertaken and with 
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a full understanding of its implications. It should be clearly recog- 
nized that such abandonment violates principles and traditions of the 
United States which heretofore have been considered basic. This 
violation, moreover, cannot be avoided by the ingenuous use of 
language which gives lipservice to basie principles, but which in fact 
deny to the private property owner that which he owns and which 
does not give him prompt and adequate compensation for the prop- 
erty so taken. 

The two methods advanced for the solution of the alien property 
problem, represented by S. 2227 and S. 995, the first being partial 
and the latter a full return bill, are: 

(1) S. 2227 proposed a partial return of the seized property and a 
partial payment of American war damage claims. 

The Justice and State Departments proposed the enactment of 
S. 2227. It received only nominal support from any other source. 
Among the reasons given in favor of its enactment were the following: 

(a) The bill would eliminate cases of extreme hardship in 
instances where individuals were being deprived of sma!l vested 
holdings. 

(6) A return of vested property not to exceed $10,000 in value 
for each natural claimant would satisfy in full 90 percent of the 
vested property cases on a numerical basis, sithoaahs less than 10 
percent in value or dollar amount of the vested assets would be 
needed to make such return. 

(c) This bill did not authorize a direct appropriation of funds 
in the Treasury. It provided for the earmarking of $100 million 
(gross) which would otherwise be put into the Treasury of the 
United States by the Federal Republic of Germany under the 
London Debt Settlement Agreement, thus eliminating the 
necessity for additional appropriations. 

(d) It was urged that several executive agreements were in 
effect whereby war damages were not claimed by the United 
States, but the Government could retain the external assets of 
German citizens ‘‘in lieu of reparations” and that the Federal 
Republic of Germany would satisfy the claims of its citizens 
whose property had been seized under the Trading With the 
Enemy Act. 

(e) This bill also provided for limited payments ($10,000) 
to American claimants whose property was seized or damaged by 
the military action of the former German Government in certain 
specified areas. 

(f) It was argued by the supporters of S. 2227 that a full 
return bill would be prohibitive in cost and would require addi- 
tional direct appropriations, thereby adding to the existing tax 
burden. 

The opposition to this bill centered around the following points: 

(a) The sponsors of S. 2227 find themselves in the same 
dilemma as those who advocate no change at all in the existing 
statutes, namely, they run squarely into conflict with the principle 
of the inviolability of private property. 

The Justice and State Departments tacitly at least recognize 
this issue. While this bill was sugar coated with the design to 
reduce the so-called hardship cases, the hardship cases are limited 
to former owners of the property seized by the United States. 
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There is no basis for this classification other than that these 
owners have some status by reason of their former ownership 
which justifies legislation. If this is lacking, S. 2227 becomes 
merely a charitable gesture to give relief to some individuals who 
were citizens of a former enemy state. 

The classification adopted in S. 2227 is purely artificial. The 
relief is given only to natural persons. Corporate property is 
not returned. To return to the natural owner some of the 
property he directly owns while denying to the small shareholder 
in a corporation the return of the property on which the value 
of his shares depends, makes a distinction which cannot be 
justified on the ground of hardship. Unless the hardship cases 
among shareholders are also included, no accurate estimate of 
the percentage of hardship cases relieved by this bill is possible. 
There is no basis in any law—national or international—for 
such an irrational or discriminatory division of property rights. 

(b) The major problem for the sponsors of such a bill arises in 
the question, “‘is partial performance of a basic principle enough?”’, 
and the answer is not made easier because the principle involved 
is of the primary importance. The maintenance of the right of 
men to be free is the first responsibility of our Government. In 
our tradition, it has long been recognized that the right to prop- 
erty is a necessary concomitant part of our right to be free. It is 
axiomatic that our Government can no more condone some con- 
fiscation than it could some slavery, to say nothing at all of being 
the perpetrator thereof. 

The plain conclusion is obvious that to the extent S. 2227 does 
not return all seized property, it approves confiscation of private 
property by the Government of the United States. 

(c) The argument that such action is required by reason of 
previous executive agreements means only that there exists an 
agreement to violate a basic principle. It does not mean that 
there is no violation of this principle, any more than that an 
agreement not to return the loot of a crime can overcome the fact 
that there was a burglary. Secretary of State Dulles himself in 
statements before a prior subcommittee, properly and completely 
disregarded this argument when he asserted that no executive 
agreement could or should interfere with whatever action the 
Congress deemed proper. 

(d) The validity of the argument that a failure to return prop- 
erty to its private owner ceases to be confiscation because of an 
agreement by the German Government to pay compensation for 
the seized property to the former owners is denied on the grounds 
that it is in violation of reason and law and also because no com- 
pensation has in fact been paid. If the owner substitutes his 
property for a claim, it is only at his choice and not the choice 
of another. This elementary statement of both reason and 
law is inherent in the nature of one’s ownership of property. 

(e) The argument of cost, it is asserted, is not pertinent. The 
cost, moreover, is not prohibitive and need not require further 
appropriated funds. The main issue is whether or not private 
property is to be protected in the United States. The United 
States, it is asserted, is not yet in the position in which it will fail 
to observe principle because it costs too much, any more than it 
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will condone the conduct of the wrongdoer who refuses to return 
what he has taken because he had taken too much. The costs of 
adhering to basic principles of the private enterprise system, in 
fact, may be insignificant in comparison with the situation created 
by an American precedent not to do so, in view of our great 
private and governmental investments abroad. 

(2) S. 995 (full return bill): The principal points raised in the 
testimony received by the subcommittee from those favoring the 
enactment of these bills in the hearings of November 29-30, 1955, and 
April 20, 1956, may be summarized as follows: 

(a) That the failure to deliver the proceeds of trust estates, 
gifts and devises of property, monevs, or estates created and : 
earned in the United States and which have borne their portion 
of our war effort, not only defeats or thwarts the rights of United 
States citizens with respect to their own property, but also 
deprives innocent beneficiaries of their properties, contrary to 
the intent of the Congress in the original Trading With the Enemy 
Act. 

(6) That, under the present statutes, which the above bills 
would amend, private property is taken from its lawful owners 
without just, prompt, and adequate compensation in direct 
conflict with one of the cardinal principles upon which our 
political and economic society is based. 

(c) That up to 1948, the unbroken historie and traditional 
policy of the United States for the 170 years of its existence has 
been against the confiscation of private property of enemy aliens 
because it is morally wrong, contrary to international law and in 
violation of the implied promises made to foreign investors at the 
time they made their investments in the United States, namely, 
that their right to private property would be protected under our 
law. ‘The bills proposed would return us to such traditions and 
would reaffirm them. 

(d) That the historic and traditional policy of the United States 
likewise has denied that the property of individuals may be con- 
fiscated to satisfy the obligations of their government, any more 
than that property of one person can be seized to pay the debts 
of another whose actions he does not and cannot control. This 
policy is a natural and necessary corollary of the principle that 
the United States is forced to make war on governments and not 
on individuals. 

That the confiscation of private property of former enemy 
aliens is in effect the imposition and the exaction of reparations 
for actions of the former Governments of Germany and Japan 
upon a relatively few Germans and Japanese, namely, those indi- 
vidual Germans and Japanese who had sufficient faith and con- 
fidence in our institutions to make their investments in the United 
Coane 

That the failure to return privately owned property of 
aus man and Japanese nationals vested under the Trading With 
the Enemy Act, besides being inconsistent with our traditional 
poliey and principles, is inconsistent with the provisions of our 
recent treaty with Italy whereby much of the Italian private 
property was returned to its original owners. 

If the United States is to contribute to the maintenance of standards 
of conduct which the United States advocates; and, if we are to set the 
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standards of conduct for others, it is essential that we enact legislation 
directing a full return, rather than establish double standards that 
favor one group of enemy aliens (Italians) and discriminate against 
another (German and Japanese). 

Thus, the proponents of these bills assert that their passage is 
required because of the following major policy decisions of the United 
States in the postwar world: 

(1) The prestige of the United States in large part follows from its 

dedication to morality and the rule of law. The historic position of 
the United States in support of the inviolability of private property 
rests primarily on moral foundations. These moral requirements in 
the past have not permitted a distinction between individual owners 
on the ground that one was and the other was not an enemy alien. 
There are no reasons which justify such a radical departure from the 
historic moral and legal foundation and a complete resort to the 
obliquity of confiscation. There are, on the contrary, the most com- 
pelling reasons why the United States should adhere to the highest 
standards of international morality and why it should observe fully 
every rule of law. The United States has championed throughout 
the world the sanctity of private property and has uniformly con- 
demned seizure and confiscation of private property by other nations. 
The United States has opposed nationalization of the foreign invest- 
ments of its citizens, and, where it has occurred, has insisted that the 
investors be given just, een and prompt payment for their 
property. A failure to adhere to these principles in its own activities 
would lead to the charge that the high moral principles which dictate 
the words of the United States do not conform to its deeds. 

The disaster of such a departure from morality and the rule of law 
would be magnified because it would be a departure by the leader 
among the nations of the free world which espouses the principle that 
nations, as well as men, are subject to rules of morality and law. 
Such a disaster would be worse because such a departure follows the 
practices of communism which denies the right to property, denies 
rules of morality and also denies the principle that governments too 
are subject to law. 

(2) The postwar policy of the United States has been to create out 
of the enmities of the past, friendly and enduring friendships for the 
future. The basis of this friendship exists. We are urged by the 
State Department with reason to look forward to the Federal Repub- 
lic of Germany and the Government of Japan as codefenders of the 
free world. The full return of the seized property to its German and 
Japanese owners would be a major, concrete, and tangible step toward 
bettering the good relations that already exist by removing an irri- 
tating inconsistency whereby we treat some German and Japanese 
citizens as enemies at a time when our national policy is designed to 
court the nationals of West Germany and Japan as friends. A full 
return would encourage and strengthen the determination of the 
peoples of these governments to be bulwarks of the free world and 
would be the best evidence that moral principles and rules of law are 
not only symbols of the free world, but are invariable guides for 
reciprocal actions among their citizens. 

(3) The program for restoration and development in the free world 
has made a policy of encouraging private foreign investment impera- 
tive. The willingness of investors to make foreign investments de- 
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pends upon a stable investment climate. One of the first requirements 
of such stability is that the owner be secure in his ownership, as the 
willingness of the investor to invest is directly dependent upon the 
security of his investment. It cannot be expected that such willing- 
ness will increase if the United States through its own action creates 
a precedent which makes this security less certain. Investors are 
well aware of the tendency to use precedents created for one reason 
to justify confiscation on an entirely different ground. 

Even if the retarding effects of such prec edents on future invest- 
ments are ignored, the ‘damage of such precedents to present invest- 
ments must be considered. American citizens now own about $31 
billion of private investments abroad.’ The security of this ownership 
depends, in the absence of sufficient military force, upon the principle 
of the inviolability of private property. If the United States author- 
izes a violation of this principle by confiscation of $600 million of 
private property in the United States, it should be no surprise if 
elsewhere the principle is violated for greater prizes. 

Besides its importance in the area of present and future capital 
investments, the principle of the sanctity of private property is the 
foundation of all foreign trade. Disregard of it would imperil the 
basis of all foreign commerce. 

With consequences so far reaching and extending to so many areas 
of commercial activity throughout the entire world, the dangers of 
any impairment of the principle of the inviolability of private property 
to the entire private enterprise system are clearly such as to make such 
action not only unjust but also improvident and contradictory. 

(4) Our national policy since the termination of hostilities in its 
bounteous grants and loans under the foreign aid and national defense 
programs is designed to aid in the creation of a climate for greater 
freedom and for the further de ‘velopment, through private investment, 
of a free enterprise economy. ‘This policy already has resulted in the 
expenditure by the United States of billions of dollars and it is wholly 
repugnant to a policy of confiscation. The future cost of recognizing 
these rights in relation to the costs of foreign aid alone is relatively 
small. 

COMMITTEE BILL, S. 4205 


The hearings on S. 854, S. 995, S. 2227, and the other bills developed 
the necessity for a comprehensive measure for a definitive treatment of 
the entire vested assets problem. Its disposition, partial or otherwise, 
is indissolubly related to the payment of American war damage claims. 
Questions have arisen, and will arise, which require total solutions. 

The action of the Senate in passing a similar prior bill proved the 
merit of S. 854. But do the provisions of such a limited return satisfy 
any of the major questions involved in a general return and a simul- 
taneous program for the payment of American war damage claims? 
The pendency of a prior bill similar to S. 995 before the Senate at the 
time of the « adjournme nt of the 83d Congress demonstrated committee 
approval because of its merit. While S. 995 made no provision for 
the payment of American war damage claims and did authorize addi- 
tional direct appropriations, its inherent worth, as suc ‘+h, was not sub- 
ject to substantial question. The announced objection to it by the 
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President, however, notwithstanding the approval of its principles by 
Secretary Dulles in his testimony before a prior subcommittee (hear- 
ings on S. 3423, 83d Cong., July 2, 1954), forewarned the subcommittee 
of its destined fate. Therefore, the subcommittee addressed itself to 
an overall approach for a solution to problems which could meet the 
President’s requirements of paying American claims and at the same 
time serve our national interests by making a full return. The sub- 
committee believes that the provisions of 8. 2227 do not serve our own 
national interests, but would embark us upon an improper legislative 
policy. The concepts in S. 2227, suggested by the State Department 
and sponsored by other executive agencies, permitting payments 
without direct appropriations were adopted and its provisions extended 
so as to accomplish a complete, rather than a token, settlement of all 
phases of vested properties and American war damage claims. 

The payment of American war damage claims on the one hand and 
the return of vested assets arise under entirely different legal principles 
and obligations. But the two questions have been so associated i in the 
action of the Congress following World War I and now in the public 
and official mind that they have become as one—interwoven and in- 
separable—for all practical, moral, legal, or political purposes. 

These considerations dictated the favorable report by the subcom- 
mittee of S. 4205, in the 84th Congress, which provided a method for 
the solution of the complexities involved in the return features of 
pending bills, and a complete payment of all American war damage 
claims not otherwise provided for. 

The subcommittee recognized the diversionary attack on any full 
return bill so long as the human appeal involved in the payment of 
prisoner-of-war claims remained unanswered. Now that these claims 
have been paid, no diversion or reason exists to cloud the underlying 
principles involved therein or to produce the ensuing legal and moral 
consequences confiscation would entail. Nor should such distracting 
factors be employed as a subterfuge to avoid the Nation’s clear respon- 
sibility to its own citizens with respect to their claims. 

The subcommittee is conscious of the argument that under our 
techniques and development a full return would result in windfalls 
because of the alleged appreciation in value of several of the vested 
assets. Few economists, or those familiar with investment enter- 
prises in closely held corporations or who have knowledge of the 
tremendous increase in corporate values during and since the war, 
can offer objective arguments against the merit of a full return. The 
depreciated value of the dollar is a factor which is to be considered 
showing the fallacy of the argument of alleged windfalls. The book 
value in such enterprises is usually meaningless in comparison to 
actual or market value. This argument can always be employed by 
those who for some undisclosed reason oppose return in any event. 
Such arguments when analyzed become a transparent shield behind 
which to distort clear thinking or to hide prejudiced or biased objec- 
tion to the Nation’s fulfillment of its clear moral and legal obligation. 

The Congress in the determination of a national legislative “policy 
which is in the country’s own self-interest will not be deterred by a 
tangent attack on principles which to us seem so convincingly clear 
and essentially necessary. 

A recent opinion by the —r justice of the District Court of 
Appeals of California employed cogent reasoning which has been 
advanced by other courts on the subject matter of return. (See 
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In Re Schneider's Estate, 296, Pac. (2d), 45, 52.) The facts in the 
case simply stated are: 

A testatrix died March 21, 1945. On May 7, 1946, the Alien 
Property Custodian vested the gross legacies under the will of the 
testatrix aggregating $26,000, the net amount of which would 
eventually have gone to relatives of the decedent who were nationals 
of Germany. On appeal from an order of the superior court directing 
distribution to the nationals mentioned in the will, the District Court 
of Appeals for the Second District, Division II of California, reversing 
the superior court and holding in favor of the Office of Alien Property, 
which contested the distribution, among other things said: 


We have derived the foregoing decision with fearful mis- 
givings. Research has exposed a strange and regrettable 
anomaly in the foreign relations of our Central Government. 
For 35 years the United States has expended billions of dol- 
lars in attempting to recapture and retain the friendship and 
loyal adherence of our enemies opposed in two world wars. 
It has verily poured out its wealth to accomplish that pur- 
pose within the German Republic. Now, after more than 10 
years since fighting ceased, and over 4 years since World War 
II was declared terminated (50 U.S. C. A., appendix p. XX, 
note preceding sec. 1), that same Government, actuated by 
generous impulses toward a fallen foe, in nurturing the Ger- 
man state and its subdued people, withholds from these in- 
dividuals within Germany comparatively modest sums rang- 
ing from $1,000 to $8,000, aggregating $25,000. By confis- 
cating such moneys, we forfeit more goodwill than might have 
been acquired by the payment of multiplied thousands to the 
Bonn government whether applied directly or indirectly to 
that end. 

That the Government’s insistence upon its share of Mrs. 
Schneider’s estate is confiscation was conceded at the time of 
oral argument. * * * The remedy lies with the Congress. 


The views of the several executive departments concerned with the 
administration of the vested assets and the payment of American 
claims were requested on S. 4205. The Foreign Claims Settlement 
Yommission made no response to the committee’s request. The 
Attorney General had no comment on the provisions of S. 4205. The 
following were received from the Department of State and the Bureau 
of the Budget: 

DEPARTMENT OF STATE, 
Washington, D. C., July 20, 1956. 

Dear SENATOR JonNston: Further reference is made to your 
letter of July 13, 1956, in which you request the comments of the 
Department on S. 4205. 

A preliminary study of this bill indicates that it is designed to 
provide for the payment in full of the claims of American nationals 
against Germany arising out of the Second World War and for the 
return of all vested German and Japanese assets or the proceeds of 
their liquidation. The bill apparently is intended also to provide 
for unsettled claims against Japan. However, its effect in this regard 
is not clear. The program for the payment of war claims and the 
return program, to the extent that it could not be financed from prop- 
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erty in the hands of the Attorney General, would be financed from 
payments to this Government by the Federal Republic of Germany, 
Japan, and other countries on account of their obligations for postwar 
economic assistance. 

In the War Claims Act of 1948, Congress adopted the policy that 
vested German and Japanese property should be retained by the 
United States without compensation to the former owners. The act 
also provided for the payment of certain types of claims arising out 
of the Second World War and the study of other claims. Pursuant 
to the act, a substantial amount of property has been liquidated and 
devoted to the payment of war claims. 

Over the past several years a number of proposals have been made 
with a view of altering the policy laid down in the War Claims Act 
of 1948. The Secretary of State and other officers of the Department 
have testified before congressional committees on several occasions 
respecting these proposals, as well as on the subject of unsatisfied 
claims of American nationals arising out of the war. They have 
pointed out that further legislation with respect to vested property 
raises issues both of foreign and domestic policy in view of the various 
interests involved and the cost to the Government of various possible 
types of action. 

There are two points which the Department considers are particu- 
larly relevant in consideration of any changes in existing legislative 
policy in this field. The first is that a substantial volume of claims 
against Germany arising out of the war remain unsatisfied. Various 
agreements which this Government has entered into with the German 
Federal Republic, notably the so-called Bonn Contractual Agreements 
of 1952 and the London Debt Settlement of 1953, were premised on 
the assumption that these claims, to the extent Congress felt it desir- 
able to provide for their satisfaction, would be paid out of vested 
German assets pursuant to the policy laid down in the War Claims 
Act of 1948. These agreements do not permit the United States 
Government to assert these claims against the German Federal 
Republic until the peace treaty with Germany. 

The second is that the vesting program undertaken by this Govern- 
ment during the war was an all-embracing one. It has affected a large 
number of individuals, many of whose interests were small. This has 
in many cases imposed a considerable hardship on the persons affected. 

The question of vested German assets was raised with the President 
by the Chancellor of the Federal Republic of Germany in 1954, in a 
letter in which the Chancellor solicited the President’s support for 
measures which had been proposed in Congress for a full return of 
German assets. In his reply of August 7, 1954, a copy of which has 
been made available to your subcommittee, the President indicated 
that he could not support the proposals for a full return. However, 
he expressed the desire to achieve an equitable solution which would 
alleviate the hardship suffered by many of the former owners of the 
vested assets and at the same time provide a measure of compensation 
for unsatisfied claims of American nationals against Germany. In 
accordance with the President’s desire the problem was considered in 
detail by various interested agencies of the Government and compre- 
hensive proposals were drawn up which were submitted to the Vice 
President on behalf of the administration on June 6, 1955. These 
proposals provided for the return of vested German and Japanese 
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assets belonging to individuals up to $10,000 and for the establishment 
of a fund of $100 million to provide payment of claims against Germany 
by American nationals arising out of the war which it was estimated 
would provide comparable treatment for American claimants. The 
returns to be made under the administration proposals were to be 
financed principally from proceeds of vested assets in the hands of the 
Office of Alien Property. The $100 million fund was to be provided 
out of funds paid to the United States Government by the German 
Federal Government on account of postwar economic aid. The pro- 
posal to use Government funds was based on the fact that the German 
vested property had been used to pay claims against Japan which 
consisted principally of claims of American prisoners of war for mal- 
treatment. These claims could have been appropriately paid from 
public funds. The use of German assets to pay claims against Japan 
resulted in a comparable reduction of the one source of funds which 
might be made available for claims against Germany. 

The provisions of S. 4205 would call for a very substantial expendi- 
ture of public funds. It is estimated that the cost in public funds of 
the return of vested properties would amount to at least $275 million. 
The Foreign Claims Settlement Commission estimates the unsatisfied 
claims against Germany, which are not adjudicated, at approximately 
$320 million. Since the provisions of the bill with regard to the claims 
against Japan are not clear, it is not possible to estimate the amount 
which these claims would involve. 

While the Department considers that the special circumstances 
involving the pooling of German and Japanese assets under the War 
Claims Act of 1948, for the payment of war claims would justify the 
use of public funds to the extent provided in the administration pro- 
posal, it is not prepared to recommend or support the use of public 
funds to pay American war-damage claims beyond this amount. 
As concerns the compensation of owners of vested properties, in 
view of the previously enunciated position of the President, the 
Department is not able to support the proposals in S. 4205 with 
respect to vested property. 

The Department considers that the proposals relating to vested 
property and war claims previously submitted to the Congress on 
behalf of the administration constitute a reasonable and equitable 
solution to these problems in light of all the circumstances and again 
urges that they receive the favorable consideration of the Congress. 
Under the administration proposals, 90 percent of the former owners 
of vested properties would receive full compensation. The number 
of persons affected would be some 35,000. In view of the fact that 
many of them are in real need, prompt action would be most desir- 
able and conducive to promotion of friendly relations between this 
country and the Federal Republic and Japan. At the same time, 
the proposals would afford relief to those Americans who are most in 
need. 

S. 4205 contains many technical provisions involving problems of 
detail which the Department has not had an opportunity to consider 
fully. It would appear, however, that many of these provisions 
relate to matters which fall within the competence of other depart- 
ments of the Government. It would be desirable, therefore, for you 
to seek their views on the bill. 
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The Department of State has been informed by the Bureau of the 
Budget that there is no objection to the submission of this report. 
Sincerely yours, 
Rosert C. Hitt, 
Assistant Secretary 
(For the Secretary of State). 





EXecuTivE OFFICE OF THE PRESIDENT, 
Bureau OF THE BupcGet, 
Washington, D. C., July 20, 1956. 

My Dear Mr. Cuairman: This refers to your request of July 13, 
1956, for the views of the Bureau of the Budget on S. 4205, which 
provides for the payment of the war damage claims of American na- 
tionals against Germany and Japan and for a full return of German 
and Japanese property vested under the Trading With the Enemy 
Act, as amended. 

The title of S. 4205 indicates that the bill purports to pay war 
damage claims without direct congressional appropriations. The bill 
does, how ever, utilize funds which are being repaid by West Germany 
and Japan for postwar economic assistance. Since this assistance was 
originally provided through appropriations and since repayment 
would otherwise be miscellaneous Treasury receipts, this bill, in effect, 
provides for the use of public funds to pay these claims. In addition, 
since $225 million from the proceeds of the sale of vested assets has 
already been transferred into the war claims fund for use pursuant to 
the War Claims Act of 1948, the adoption of a policy of full return 
of vested property would require the diversion of further public funds 
for this purpose. 

In support of this bill the contention is made that German and 
Japanese owners are entitled to the return of the property or to 
reimbursement for the value of such vested property. It must be 
noted, however, that the West German Government, in the Bonn 
Convention of 1952 and in the Paris Protocol of 1954, has agreed to 
compensate its own nationals for their loss of these assets. Further, 
the Government of Japan has agreed in the Japanese Peace Treaty 
of 1952 to the retention of vested property by the United States. 
The retention of vested assets was thus an integral part of our ap- 
proach to the problems of postwar settlements and it is clear that the 
responsibility for the compensation of owners gf vested property lies 
not with the United States but with the governments of their own 
countries. 

The Bureau of the Budget recognizes, however, the desirability of 
a limited return of vested assets, particularly in the light of certain 
understandings with the West German and Japanese Governments. 
The objective of limited returns can best be achieved, we believe, 
within the provisions of S. 2227. 

For the above reasons the Bureau of the Budget opposes the enact- 
ment of S. 4205 and reaffirms its recommendation that S. 2227 be 
favorably considered by your committee. 

Sincerely yours, 
Percy Rappaport, Acting Director. 
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The objections above given are as applicable to S. 2227, sponsored 
by these agencies, as they are to the provisions of S. 4205. Circuitous 
argument is no answer to reason and justice. Principles ought not to 
be obscured by the employment of words susceptible of diverting 
principles. 

The argument of cost is again advanced in these submissions, but 
it is not pointed out that the cost considered is the cost of righteous 
and honorable conduct. The submissions ignore the real question of 
whether or not the United States will itself adhere to the basic prin- 
ciples which it otherwise proclaims. If these principles have been 
shunted aside or overlooked in hastily contrived agreements or legis- 
lation effected in the understandably biased climate following a war, 
and such action requires correction, can we assume that its cost will 
deter the United States from doing what is legally and morally right? 
Actually, however, the cost of a return to basic traditions is infini- 
tesimally small. This cannot be said of the untold cost of a policy 
of continued error. The subcommittee feels that it is of transcendent 
importance that principles of honor, justice, and law, so long engraved 
upon our traditions, be pursued whatever the cost. Moreover, when 
it is indisputable that there is no cost in direct appropriations, the 
whole basis for such an unreal objection falls of its own weight. 

It is regretted that the Bureau of the Budget and the Department 
of State in their responses still contended that in the administration 
of S. 4205 funds would have to be appropriated, because the principles 
first enunciated in the administration’s bill, S. 2227, sponsored by 
these agencies, were followed precisely. As stated above, no direct 
additional appropriations are requir ed. 

The underlying fallacy of the arguments presented that two execu- 
tive agreements preclude a return of vested assets is that the Depart- 
ments themselves ignore or disregard these agreements in advocating 
u a return. 

S. 4205 is in complete accord with the position taken by the Secre- 
tary of State in his testimony (hearings, July 2, 1954, on S. 3423, 
pp. 159, 173) in reference to the historic policy y of nonconfiscation and 
the unquestioned merit in a full return of privately owned assets 
vested as a wartime measure. 

Aside from the fact that S. 4205 in principle supports the foreign 
trade policy of the United States in every particular, and aside from 
other considerations essential to the maintenance of our moral leader- 
ship of the world, the provisions of 8S. 4205 are wholly consistent and 
compatible from a selfish economic viewpoint. The United States 
has too large a stake in foreign investments, privately owned and 
owned by all the people of the United States through the loans made 
by the Export-Import Bank, and our investments in foreign defense 
installations and in our program to promote freedom, peace, and good 
will among men and nations, for the projection of an item of cost to 
impede or impair a program demanding immediate but correct 
solutions. 

CONCLUSIONS 


The security of foreign investments must be protected by a govern- 
mental policy which adheres to the principles of our free-enterprise 
system and which abstains from confiscation, either directly or indi- 
rectly, through the use of devices which serve only to conceal, but 
which in fact do result in confiscation. Certain executive agreements, 
employing technical or devious reasoning, have been advanced as an 
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argument against full return. It may be noted, however, that these 
agreements failed to meet the long-standing requirements of our 
Department of State when the Department has sought to protect 
American investors from foreign seizures. The Department of State 
has said these investors are entitled to this protection by domestic 
and international laws as practiced among enlightened peoples. 

Agreements or treaties between nations mean little unless there are 
amicable relations based upon reciprocal concepts of justice and good 
will. The individual Japanese and German owners of vested property 
xan rightly expect the same demonstration of friendship we have 
exhibited by our loans and aid to their governments. We cannot as a 
nation afford to establish contradictory foreign policies which create 
more problems than are solved. 

The alternative to a full return is plain confiscation, whether in 
whole or in part, and a complete negation of the principles of the 
inviolability of private property. The subcommittee is of the firm 
conviction that partial compliance with basic principles is wholly 
inadequate. 

Confiscation must not be the practice of a nation which encourages 
morality in others. Confiscation is the practice of people who deny 
that morality exists. The acceptance of confiscation by the United 
States finds its only wholehearted justification in the practices of 
communism, which are repugnant to all American concepts. If 
perchance we have not been convinced by our past history that the 
right to property is an essential part of the right to freedom, recent 
events in Hungary and Egypt should convince us beyond peradventure 
of doubt that where property is not inviolate, freedom is in danger and 
that attacks on either must not be sponsored by the United States. 

The subcommittee concludes and so reports that its examination 
and review require that the Congress terminate the Office of Alien 
Property as a continuing agency ‘of our Government exc ept for the 
limited functions prescribed in a measure similar to those contained 
in S. 4205; that American war damages be promptly paid, together 
with a full return of vested assets or their values as provided for in 
such a measure. Furthermore, the subcommittee feels that there 
should be a continuing review and examination of any and all pro- 
grams so established to the end that such programs be promptly, 
adequately, and economically administered. 

Senator William Langer submitted the following letter to the fore- 
going report: 


Frprvuary 1, 1957. 
Hon. Ouin D. Jounnston, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Cuarrman: After carefully studying the proposed report 
by the Subcommittee on Trading With the Enemy Act, I regret that 
I must dissent. 

Because of the fact that 1 am told that you want to print this 
report immediately, I shall file my opposition to the report at a later 
date and ask that it be printed separately. 

With kindest regards, I am 

Sincerely, 
Witiram LANGER. 
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85TH CONGRESS SENATE Report 
1st Session No. 121 


FINANCIAL INSTITUTIONS ACT OF 1957 
Marcu 4 (legislative day, Marcm 2), 1957.—Ordered to be printed 


Mr. Rosertson, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
together with 
INDIVIDUAL VIEWS 


[To accompany 8. 1415] 


The Committee on Banking and Currency, having considered the 
revision of Federal statutes concerning financial institutions, reports 
favorably a committee bill (S. 1415), to amend and revise the statutes 
governing financial institutions and ‘credit, and recommends that the 


bill do pass. 
GENERAL STATEMENT 


The bill is designed to modernize the Federal statutes relating to 
banks, savings pnd tee associations, and credit unions and is the result 
of the committee’s study which began in July 1956. The need to bring 
these statutes up to date is evidenced by the fact that the last major 
revision of the leaidie laws was incorporated in the Banking Act of 
1935. In the past 22 years there has been a tremendous growth in 
our economy and corresponding changes in financial needs of our peo- 
ple. The Congress has enacted several constructive ieces of banking 
legislation during this period—last year’s Bank Holding Company 
Act being a good Sianain However, these statutes were enacted on a 
piecemeal basis without consideration being given to the overall situa- 
tion. 

The committee in preparing this legislation had two fundamental 
purposes in mind: (1) to remove obsolete provisions from the statutes, 
and (2) to add new authority where needed to meet modern day con- 
ditions. The Comptroller of the Currency, the Board of Governors 
of the Federal Reserve System, the Federal Deposit Insurance Cor- 
poration, the Federal Home Loan Bank Board, and the Federal Bu- 
reau of Credit Unions were requested to review their statutory au- 
thority and to submit recommendations for appropriate amendments. 
In addition, the committee appointed a 27-man advisory committee so 
that the views of experts in the financial field could be obtained. 
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The Federal supervisory agencies submitted over 175 proposed 
amendments. Hearings on these proposals were held by the commit- 
tee on November 9 and 10, with the members of the Advisory Com- 
mittee being in attendance. Written statements from the various 
financial trade organizations and individuals were made a part of the 
record at that time. Last December, the Advisory Committee made 
its formal report embodying over 200 legislative suggestions. 

On the basis of the agency recommendations, the advisory committee 
report, and the views of various organizations and individuals, a com- 
mittee print bill was prepared. Public hearings on the committee 
print bill were held by the Subcommittee on Banking from January 28 
to February 18, 1957. ‘Testimony was received from all the major 
financial trade organizations, the Federal agencies concerned, and 
many individual witnesses. As a result of this careful study and con- 
sideration, the committee revised the committee print bill and ordered 
this bill favorable reported. 

The bill is divided into eight titles. Titles I, II, and III consist of a 
codification of the laws relating to national banks, the Federal Reserve 
System, and the Federal Deposit Insurance Corporation, respectively. 
Titles IV, V,and VI revise the laws relating to the Federal Home Loan 
Bank Board, Federal savings and loan associations, and the Federal 
Savings and Loan Insurance Corporation. Title VII deals with 
Federal credit unions, and title VIII contains miscellaneous amend- 
ments. There follows below a discussion of each section of the bill, 
with a section-by-section explanation. 
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TITLE I—NATIONAL BANK ACT 


CHAPTER 1. SHORT TITLE AND DEFINITIONS 


Section 1. Short title 


This act is given the short title of “National Bank Act,” as in 
title 12, United States Code, section 38. 


Section 2. Definitions 

This section contains definitions of certain terms used in this act. 
The language used is intended to define these terms in the light of 
connotations currently ascribed to the words used. 


CHAPTER 2. COMPTROLLER OF THE CURRENCY 


Section 3. Office of Comptroller of the Currency 

Section 3 restates the provisions of title 12, United States Code, 
section 1, creating the Office of the Comptroller of the Currency. 
The word “Office” is substituted for the obsolete word “bureau”; 
certain obsolete references to national currency are omitted; and the 
Comptroller’s responsibility for supervising national banks is ex- 
pressly stated. 
Section 4. Appointment of Comptroller 

Subsection (a) is a restatement of title 12, United States Code, 
section 2, except that it omits reference to the annual salary of the 
Comptroller, since his compensation of $20,500 per annum is currently 
provided under the Federal Executive Pay Act of 1956. 
_ Subsection (b) differs from title 12, United States Code, section 3, 
in its present form by providing for a surety bond rather than a 
bond with not less than two responsible sureties. 
Section 5. Deputy Comptrollers 

This section authorizes the appointment of 5 Deputy Comptrollers 
rather than the 3 provided in the present law. It permits the 
Comptroller to direct the order of their succession to his power in 
the event of his absence or disability or vacancy in his office. The 


section also eliminates certain obsolete language from title 12, United 
States Code, sections 4, 5, and 6. 


Section 6. Chief National Bank Examiner 

_ This section is a restatement of title 12, United States Code, sec- 
tion 7. The Comptroller is authorized to designate a national bank 
examiner to serve as Chief National Bank Examiner, which title is 
specifically authorized. 
Section?7. Employees and salaries 


Subsection (a) revises title 12, United States Code, sections 8, 9, 
and 9a, by omitting reference to classification of clerks by the Secre- 
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tary of the Treasury. Under current law such classification is 
administered by the Civil Service Commission. 

Subsection (b) is in general a revision of title 12, United States 
Code, section 10. It requires the salaries of Deputy Comptrollers and 
all employeees appointed under the provisions of this chapter 2 to be 
considered part of the expenses of examinations for which provision 
is made in this act. It also removes the obsolete criterion of assign- 
ment to particular duty as a measure of the extent to which such 
salaries are to be considered examination expenses. 


Section 8. Conflicts of interest prohibited 

Subsection (a) strengthens the present provisions of title 12, United 
States Code, section 11. It makes it unlawful for the Comptroller 
or a Deputy Comptroller to own stock in any national or district bank, 
or to hold office or employment in any such bank while also serving as 
Comptroller or Deputy Comptroller. For a person convicted of vio- 
lating this subsection, a maximum penalty of $10,000 fine or 5 years’ 
imprisonment, or both, is prescribed, and disqualification from holding 
public office or trust is made mandatory. 

Subsection (b) is a new conflict of interest provision. It makes it 
unlawful for any employee of the Office of the Comptroller to accept 
employment in any national or district bank except upon approval of 
the Comptroller pursuant to regulations prescribed by him. For 
conviction of any violation of this subsection, a maximum penalty of a 
$10,000 fine or 5 years’ imprisonment, or both, is prescribed. The 
Comptroller would be required, within the 2-year period, to approve 
each individual employee’s new position pursuant to general regula- 
tions. The provisions are not retroactive. It is intended to operate 
only from the date this act becomes effective and only with respect 
to persons who are employees of the Comptroller on that date or 
thereafter. The committee believes that this provision and similar 
provisions in this bill covering employees of the Federal Reserve 
Board, the Federal Deposit Insurance Corporation, the Federal Home 
Loan Bank Board, the Federal Savings and Loan Insurance Corpora- 
tion, and the Bureau of Federal Credit Unions adequately protect the 
public interest. These provisions should also prove benefical to the 
agencies and their employees in removing any suspicion of misconduct 
in connection with their subsequent employment in supervised 
institutions. 

Section 9. Seal 

This section makes no change in title 12, United States Code, section 
12, relating to seal of the Office of the Comptroller. 

Section 10. Office facilities 

This section makes no change in title 12, United States Code, section 
13, which requires the Secretary of the Treasury to provide the 
Comptroller suitable quarters in the Treasury Building. 

Section 11. Annual report 

This section makes no change in title 12, United States Code, section 
14, requiring the Comptroller to make an annual report to the Con- 
gress, 
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CHAPTER 3. ORGANIZATION OF NATIONAL BANKS 


Section 12. Articles of association 

This section amends the provisions now in title 12, United States 
Code, section 21, relating to the formation of new national banks by 
expressly requiring the approval of the Comptroller for the organiza- 
tion of a national aay. he Comptroller’s authority in this regard 
should be made clear in the law. 


Section 13. Organization certificate 

Subsection (a), providing for the contents of an organization cer- 
tificate, is the same as title 12, United States Code, section 22, and 
subsection (b), providing for acknowledgement, authentication and 
fling of an organization certificate, is the same as title 12, United 
States Code, section 23. 

Section 14. Commencement of business 

Subsection (a), dealing with certain prerequisites to the commence- 
ment of business by a national bank, is the same as title 12, United 
States Code, section 26, except that the percentage of the bank’s capital 
stock which must be paid in is Crema from 50 to 100 percent in line 
with present practice. 

Subsection (b), dealing with issuance to the bank by the Comp- 
troller of a compliance certificate, is the same as title 12, United States 
Code, section 27. 

Subsection (c), requiring publication of this certificate in a news- 
paper, is the same as title 12, United States Code, section 28. 


CHAPTER 4. CAPITAL, STOCK, AND SHAREHOLDERS 


Section 15. Capital 

Subsection (a), dealing with minimum capital requirements for 
national banks, is the same as the first two sentences of title 12, United 
States Code, section 51. 

Subsection (b) prohibits a national bank from commencing business 
until 100 percent of its capital stock is paid in. This constitutes a 
revision of title 12, United States Code, section 53, which had required 
that only 50 percent of the capital stock be paid in initially and the 
remainder in installments. 

Subsection (c), dealing with the amount of surplus that must be 
paid in before a national bank can commence business, is the same as 
the last two sentences of title 12, United States Code, section 51. 
Section 16. Capital stock 

Subsections (a), (b), and (c), prescribing the attributes of capital 
stock of national banks, are the same in substance as title 12, United 
sa Code, section 52, except obsolete dates are deleted in subsection 

6). 
Section 17. Payment by bank of deficiency in capital stock 

This section, prescribing the procedure by which a national bank 
shall pay the auleions in its capital stock, is similar to title 12, United 
States Code, section 55. It differs from that section by omitting cer- 
tain obsolete provisions providing for the withholding by the Treas- 
urer of the United States of interest on bonds securing national bank 
notes. 
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Section 18. Increase in capital stock 
This section, prescribing the method of increasing capital stock of 
a national bank, is the same as to title 12, United States Code, section 


57. 


Section 19. Decrease in capital stock 

This section, prescribing the procedure by which and the extent to 
which a national bank may decrease its capital, is similar to title 12, 
United States Code, section 59. It differs from that section by 
deleting an obsolete reference to an amount of capital required for the 
outstanding circulation of a national bank, and by making the voting 
requirement in last sentence conform with other voting requirements 
in this section. 


Section 20. Preferred stock 

Subsection (a) permits the issuance of preferred stock by a national 
bank if provided in its articles of association and approved by the 
Comptroller after being determined by him that this is the most prac- 
ticable method of raising additional needed capital. The approval 
of the owners of two-thirds of the common stock of the bank is also 
required. Such stock may be issued in one or more classes, with 
or without voting rights, in such amount, and with such par value, 
as the Comptroller approves. To be valid, the par value of pre- 
ferred stock in each issue must be paid in, and an approving certifi- 
cate must. be obtained from the Comptroller in accordance with the 
procedure set forth in this section. Preferred stock may be issued 
subject to the bank’s right to redeem shares of preferred stock at 
not more than the redemption price fixed by the articles of association. 
Preferred stock may be issued subject to the provisions of this act, 
entitling stockholders to either cumulative or noncumulative divi- 
dends. Preferred stock so issued may have preference as to dividend 
payments over any other class or classes of shares of bank stock. 
Preferred stock may be issued having preference as to bank assets 
over any other class or classes of shares upon liquidation of the bank, 
either voluntary or involuntary. Preferred stock may be made con- 
vertible into shares of any other class of stock, but cannot be con- 
verted into shares of a different par value unless, at the time of con- 
version, the proportion of bank capital represented by such preferred 
shares equals the aggregate par value of shares to be received upon 
conversion. Somewhat similar provisions authorizing the issuance 
of preferred stock by national banks are now contained in title 12, 
United States Code, sections 51a, 51b, and 51d, which were enacted 
as part of the Emergency Banking Act of 1933. The present pro- 
visions of the law were used as a means by which the Reconstruction 
Finance Corporation supplied necessary capital to banks during the 
1930’s. At the present time, the Comptroller interprets these provi- 
sions to permit the issuance of stock only on an emergency basis. The 
committee believes that the issuance of preferred stock should not be so 
limited but that it should be authorized when it is the most practicable 
method of obtaining additional desired and needed capital. However, 
it is not intended that preferred stock supplant the issuance of com- 
mon stock as the ordinary means of raising capital, and for that reason, 
the Comptroller must approve each issue. It has been represented 
to the committee that national banks presently require additional 
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capital that could be raised better and more feasibly by the issuance of 
preferred stock rather than common stock. Preferred stock of a given 
class has the added advantage of providing a simple method for re- 
ducing capital by redemption of that class of preferred stock at any 
time the capital it represents is not needed by the bank. Provision for 
issuance of preferred stock by national banks thereby provides a flexi- 
ble ane of adjusting capital requirements to the changing needs of 
the bank. 

Subsection (b) provides that in determining whether the capital 
of a national bank having preferred stock 13 impaired, the par value 
of the stock of such bank shall be used, even though the amount hold- 
ers of preferred stock would be entitled to receive upon its retirement 
for liquidation would exceed the par value of the preferred stock. 
This provision continues the principle set forth in title 12, United 
States Code, section 51b-1. 


Section 21. Dividends 


Subsection (a) is very similar to title 12, United States Code, sec- 
tion 60. It differs by allowing dividends to be declared quarterly or 
annually as well as semiannually. In the case of quarterly dividends, 
it continues the requirement now applicable to semiannual dividends 
to the effect that none may be declared unless at least one-tenth part 
of the bank’s net profits of the preceding half year has been carried 
to the surplus fund. In the case of annual dividends, no dividend 
can be declared unless at least one-tenth part of the bank’s net profits 
of the preceding two consecutive half-year periods is carried to the 
surplus fund. 

Subsection (b) requires the Comptroller’s approval as a condition 
to the declaration of dividends if the total dividenda declared in any 
calendar year exceed the total net profits of the bank for that year, 
plus the bank’s retained net profits for the 2 preceding years, minus 
required transfers to surplus and a fund for the retirement of preferred 
stock. 

This provision is designed to restrict the payment of dividends by 
national banks where such payment would result in dissipating needed 
capital funds. The provision strengthens the regulatory authority 
of the Comptroller in this respect. Under it, he will be able to prevent 
the declaration of dividends which are not justified by current and re- 
cent accumulated earnings, and which would result in a weakened and 
undercapitalized bank and violate safe and sound banking practice. 

Subsection (c) provides the method of calculating net profits. These 
are computed by adding the earnings from current operations to actual 
recoveries on loans, investments, and other assets and subtracting 
current operating expenses, actual losses, accrued dividends on pre- 
ferred stock, and all Federal and States taxes. 

Subsection (d) is similar to title 12, United States Code, section 
56. It differs from that section by prohibiting any dividend to be 
made by an operating national bank if bad debts due it plus losses 
sustained together exceed the amount of surplus in excess of common 
capital plus undivided profits and reserves. The somewhat similar 
provision in existing law prohibits dividends if losses have at any time 
been sustained by the bank at least equal to its undivided profits then 
on hand. Existing law also prohibits a dividend to be made by an 
operating national bank in an amount greater than its net profits on 
hand after deducting losses and bad debts. 
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Section 22. Shareholders’ list 


Subsection (a) is similar to title 12, United States Code, section 
62. It differs in that the right of creditors of a national bank to exam- 
ine the list of its shareholders is removed. Such a right in creditors 
was appropriate during a period when shareholders in national banks 
were subject to double liability, because a special right to inspect the 
list of shareholders enabled creditors to identify shareholders against 
whom double liability might be enforced in the event the bank became 
insolvent. Double ability of shareholders of national banks has 
now been eliminated. Consequently, there is no longer any reason to 
permit the creditors of such banks to view the list of shareholders. In 
addition, the shareholders’ list shall include the data supplied under 
the new section 23. 

The first sentence of subsection (b) is the same as the last sentence 
of title 12, United States Code, section 62. The remainder of subsec- 
tion (b) is a new provision requiring the president or cashier of a 
national bank to notify the Comptroller immediately of any single 
transaction recorded on the stock transfer books involving the pur- 
chase or sale of 10 percent or more of the outstanding shares of stock 
of anational bank. This provision is designed to keep the Comptroller 
currently informed of sizable transactions in national bank stock 
that may lead to the change in control of the bank. Such notice will 
enable the Comptroller, in the public interest, to take such regulatory 
action as may be available to him in time to prevent departure from 
safe and sound banking practices with resulting harm to depositors, 
creditors, and the public. 


Section 23. Disclosure of stockownership 


This is a new provision designed to disclose on the stock transfer 
records of a national bank the actual owners of the bank’s stock. The 
record owner of any stock in a national bank would be required, within 
90 days after the enactment of this act, or within 30 days after becom- 
ing the record owner, to notify the bank in writing of the name of any 
person having a beneficial or equitable interest in the stock. In the 
case of bank stock held by a trustee, this requirement could be met by 
filing a copy of the trust instrument with the bank. The record owner 
would also be required to report any change in the persons having an 
interest in the stock, except where such change is pursuant to a trust 
instrument which is on file with the bank. This new section also 
requires the transferee of any such stock to cause his name to be listed 
as the record owner thereof within 30 days after the transfer. Will- 
ful violations of these provisions are punishable by a fine of not more 
than $5,000. 

It has long been considered in the public interest to subject banks to 
governmental supervision. It is equally in the public interest for a 
bank’s officials and shareholders and the supervisory authorities to 
know who owns the controlling interest in the bank. At the present 
time, stock is often listed on a bank’s stock transfer books in the name 
of a nominee, stock broker or trustee. The Committee found several 
cases during its investigation of the Illinois banking situation last year 
where the actual owners of bank stock were unkown. If such infor- 
mation had been available, the bank officials and supervisory personnel 
involved would have taken a different course of action. It is impor- 
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tant to all concerned that true owners of bank stock be known so that 
precautions can be taken to protect against possible abuses. 

The burden of compliance with these provisions rests with the rec- 
ord owner. In most cases the record owner is the actual owner of the 
stock and in such cases no further action on the part of the record owner 
will be necessary. Where the record owner is holding the stock for 
some other person, then he must make the identity of the beneficial or 
equitable owner known to the bank. When the record owner is a 
trustee, the new provision permits him to fulfill these requirements b 
filing a copy of the trust instrument. Thus, the trust instrument will 
provide a readily accessible means of ascertaining all persons holding 
an interest in the stock. 

There are similar provisions in the bill governing shareholders in 
State member banks and nonmember insured State banks. 


Section 24. Shareholders’ liability 

Subsection (a), dealing with the liability of fiduciary holders of 
stock is the same as title 12, United States Code, section 66. 

Subsections (b), dealing with the authority of national bank re- 
ceivers to compromise shareholders’ individual liability, is the same as 
title 12, United States Code, section 67. 


CHAPTER 5. DIRECTORS OF NATIONAL BANKS 


Section 25. Number of directors 

This section requires a board of directors for each national bank 
of from 5 to 25 members. This section differs from title 12, United 
States Code, section 71a, by omitting provisions with reference to the 
boards of directors of State banks or trust companies that are members 
of the Federal Reserve System. These are covered by the provisions 
of section 23 (h) of title IT of this act. 


Section 26. Election of directors 

Subsection (a) dealing with the procedure for electing directors of 
national banks is the same as title 12, United States Code, section 71, 
except that it omits mention of the minimum number of directors 
contained in section 25 and also omits a provision concerning the term 
of office of each director, because the tenure of office is provided in 
subsection (d) of this section. 

Subsection (b) amends title 12, United States Code, section 75, to 
provide that if a meeting for the election of directors falls on a legal 
holiday, the meeting may be held on the next following day. Under 
existing law, it is the general practice to hold a brief shareholders’ 
meeting at which no business is transacted in the event the day for the 
annual meeting, as specified in the articles of association, falls on a 
legal holiday. The meeting is customarily adjourned until some later 
date, and directors are elected at the meeting to which the annual 
meeting had been adjourned. It is considered desirable to provide a 
procedure for holding such meetings by statute. 

Subsection (c), specifying the manner in which shares of stock may 
be voted at elections of directors of national banks, is similar to title 
12, United States Code, section 61, but permits cumulative voting only 
if the articles of association of the national bank so provide. 

88916—57——2 








10 FINANCIAL INSTITUTIONS ACT OF 1957 


The National Bank Act was enacted in 1864 without any provision 
for cumulative voting. In 1933 the act was amended to require that 
cumulative voting of shares of stock be permitted in the election of 
directors of national banks. This subsection would permit cumu- 
lative voting of shares in the election of directors only in the event 
the articles of association of the individual banks provide for cumu- 
lative voting. Thus this bill would eliminate the present mandatory 
requirement and would permit each bank to authorize or deny cumu- 
lative voting for the election of directors in accordance with the desire 
of the majority of the shareholders. 

Cumulative voting for directors allows a shareholder to cast as 
many votes as are represented by the total number of his voting 
shares multiplied by the number of directors to be elected. The 
shareholder may concentrate all his votes on one candidate or cast 
his votes on a pro rata basis for several candidates. For the purpose 
of illustrating the mechanics of cumulative voting, a typical case of 
a national bank with a 10-member board of directors and with 1,000 
shares of stock outstanding may be taken as an example. At "the 
election 1 shareholder holding 91 shares cumulates his 910 votes 
(10 directors multiplied by 91 shares) so as to cast 910 votes for 1 
candidate. The remaining majority shareholders holding 909 shares 
cast 909 votes for each of 10 other candidates. In this situation the 
1 candidate who received 910 votes would be elected. None of the 
other candidates receiving 909 votes each would be elected. A second 
ballot would be held to elect 9 directors, and in this second ballot the 
shares which were cumulated and voted for the 1 director on the 
first ballot could not be voted. Consequently, 1 shareholder by 
cumulating his votes can elect 1 of the 10 directors even though the 
shareholder owns less than 10 percent of the outstanding shares of 
stock. 

Cumulative voting of shares for the election of directors is designed 
to permit minority representation on the board of directors. However, 
regardless of whether cumulative voting of shares may be considered 
desirable in the election of general corporation directors, the same 
reasoning does not apply with equal logic to national banking associa- 
tions. National banks are in a speci ial category and are subject to 
special regulation and supervision. National banks are supervised by 
the Comptroller of the Currency. Violations of law or actions not in 
the best interest of stockholders and depositors are reported to the 
Comptroller by the examiners and corrective action is required by his 
Office. An officer or director of a national bank may be removed from 
his office by the Board of Governors of the Federal Reserve System in 
the event that the Board finds unsafe or unsound practices are per- 
mitted. 

Directors of national banks are not only the representatives of the 
stockholders of the banks, but are also the trustees of the persons whose 
funds are on deposit in that institution. In order to merit the confi- 
dence and trust of the depositors, the directors must be men of char- 
acter and integrity who are held in the highest esteem by the com- 
munity. Your committee was informed that near ly all banks attempt 
to attract and place on their boards men who are of the highest stand- 
ing in the community and in whom the public are willing to repose 
their trust. The device of cumulative voting has been used at times 
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to place on the boards unqualified individuals, or those whose motives 
or interest are in conflict with the best interest of the bank or the com- 
munity. The responsibilities of the director of a bank are such that 
discord and friction among the members of that group is likely to 
lessen the confidence of the public in the institution. 

A further use of cumulative voting has been to place on the boards 
of directors an individual representing groups who wish to buy out or 
merge individual unit banks. The decline of independent unit banks 
in the past 20 years is a matter of concern and any device used to 
accentuate this decline is not looked upon with favor. 

Subsection (c) is the same as S. 256, as passed by the Senate in the 
84th Congress. 

Subsection (d) providing for the tenure of office of a director of a 
national bank and for the method of filling a vacancy in that office, is 
the same as the last sentence of title 12, United States Code, section 71, 
and all of title 12, United States Code, section 74. 

Subsection (e), providing for the manner of choosing a chairman of 
the ae of directors is identical with title 12, United States Code, 
section 76. 


Section 27. Qualifications of directors 


This section, dealing with the qualifications of a director of a na- 
tional bank is the same as title 12, United States Code, section 72. 


Section 28. Oath of directors 


This section prescribes the substance of the oath to be taken by 
each director of a national bank and is the same as title 12, United 
States Code, section 73. 

Section 29, Removal of officers and directors 

This section provides a procedure for the Comptroller to certify 
the facts to the Board of Governors of the Federal Reserve System 
whenever, in his opinion, any director or officer of a national bank 
has violated or is violating any law relating to the bank or has en- 
gaged or is engaging in unsafe and unsound practices in conducting 
its business, after warning by the Comptroller. The remainder of the 
section permits the Board to hold a hearing pursuant to the Adminis- 
trative Procedure Act, and to remove from office such director or 
officer if the Board finds he has violated or is violating any law 
relating to the bank or has engaged in or is engaging in unsound 
practices in conducting its business. 

This section is similar to title 12, United States Code, section 77. 
It differs in the following respects. It substitutes the words “has 
violated or is violating” for the concept of a continuing violation which 
is contained in the existing law. It further substitutes the words “has 
engaged or is engaging in” for the concept of continuing unsafe or un- 
sound practices which is contained in the existing law. Finally, it ex- 
pressly requires the hearing to be held in accordance with the provi- 
sions of the Administrative Procedure Act and makes it subject to 
judicial review as provided in that act except that the review shall be 
on the “weight of the evidence.” 

On the one hand this will serve to strengthen the removal power 
fixed in the Board of Governors of the Federal Reserve System, but on 
the other hand it emphasizes the right of the accused officer or director 
to an administrative hearing and judicial review. 
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Section 30. Liability of directors 
This section subjects directors of a national bank to personal liability 

and the rights of the bank to forfeiture in the event of a knowing 

violation of the provisions of the National Bank Act by the directors 

of any national bank. It is the same as title 12, United States Code, 

section 93. 


CHAPTER 6. POWERS AND DUTIES OF NATIONAL BANKS | 


Section 31. Corporate powers 

The powers granted to national banks in paragraphs (1) through | 
(6) of subsection (a) are the same as those contained in the corre- | 
sponding portions of title 12, United States Code, section 24. The 
powers granted in paragraph (7) of subsection (a) are the same as | 
those appearing in the first sentence of the seventh item in title 12, 
United States Code, section 24, except that it omits the power to 
obtain, issue, and circulate notes. Paragraph (8) of subsection (a) : 
empowers a national bank to contribute to community funds, chari- 
table, philanthropic or benevolent instrumentalities conducive to 
public welfare, educational institutions not operated for profit, or 
nonprofit organizations established for the purpose of civic improve- 
ment or betterment, regardless of whether or not the laws of the 
State in which the bank is located permit or prohibit State banking 
institutions from making such contributions. 

In this field of philanthropic endeavor, your committee sees no rea- 
son for pegging to State law the actions permitted to national banks. 
Title 12, United States Code, section 24 permits contributions by a 
national bank only if the laws of the State in which it is located do not 
expressly prohibit State banking institutions from contributing to the 
specified funds or instrumentalities. 

As noted, paragraph (8) authorizes national banks to contribute 
to educational institutions and civic improvement or betterment or- 
ganizations. This removes any doubt that may have existed as to 
whether such contributions were permissible under existing law. 

Subsection (b) of this section 31, dealing with the places where a 
national bank may transact business, is the same as title 12, United 
States Code, section 81, except that foreign branches established pur- 
suant to the Federal Reserve Act are expressly included. 


Section 32. Dealing in securities 

Subsection (a), prescribing the limits within which national banks 
may deal in securities for the account of customers and deal in, under- 
write, and purchase investment securities for its own account, is sub- 
stantially the same as the provisions of title 12, United States Code, 
section 24, appearing after the first sentence. It differs only by omit- 
ting an obsolete reference to obligations of the Home Owners’ Loan 
Corporation. 

Subsection (b) of section 32 is a new provision, permitting a national 
bank, with the Comptroller’s prior approval, to purchase and hold 
for not more than 90 days stocks of another bank, as steps in a pro- 
posed absorption of such other bank. This procedure may prove 
convenient or otherwise beneficial in the process of absorbing another 
bank in accordance with lawful procedures. For this reason, your 
committee has included the provisions of this subsection. A like pro- 
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vision with reference to State banks that are members of the Federal 
Reserve System is contained in title II, section 23 (d) of this bill. 


Section 33. Trust powers 

This section, dealing with performance of trust functions by na- 
tional banks, departs from title 12, United States Code, section 248 (k) 
by transferring from the Federal Reserve Board to the Comptroller 
of the Currency authority (1) to grant trust powers to national banks 
and (2) to issue regulations governing the exercise of such powers. 

When national banks were first permitted to engage in trust activi- 
ties, the power to grant the necessary permission was vested in the 
Board of Governors of the Federal Reserve System. However, this 
section applies only to national banks, not to State member banks. 
Since national banks, including trust departments, are supervised 
by the Comptroller of the Currency, the power to grant and regulate 
their authority to act as trustees should logically rest with the Comp- 
troller rather than with the Board. In view of his general supervisory 
functions with respect to national banks, the Comptroller has adequate 
information upon which (1) to decide whether a particular national 
bank should be allowed to exercise trust powers, and (2) to formulate 
regulations governing the exercise of such powers. 


Section 34. Mawimum loan limitations 

Subsection (a) and paragraphs (1) through (5) and (9) through 
(11) of subsection (b), dealing with the percentage of capital stock 
and surplus that may be loaned to one borrower by a national bank, 
are the same as comparable provisions in title 12, United States Code, 
section 84. 

Paragraph (6) (A) of subsection (b) is the same as paragraph (6) 
of title 12, United States Code, section 84. Paragraph (6) (B) adds 
a new provision permitting a national bank to lend to any one bor- 
rower, on the security of “readily marketable” staples, to an amount 
not exceeding 25 percent of the bank’s capital and surplus, but when 
such loans have been secured by the identical staples for more than 
6 months, they thereupon fall within the ordinary 10 percent limit of 
section 34 (a). This exception for refrigerated or frozen staples takes 
cognizance of technological advances in the methods of processing, 
freezing, and storing foods that require refrigeration until sold to 
consumers. Frozen packaged fruits, citrus juices, vegetables, meats, 
and seafood now represent a substantial proportion of foods sold 
in retail stores. 

Paragraph (7) (A) of subsection (b), limiting the amount of any 
national bank’s loans to one borrower on the security of livestock is the 
same as the corresponding paragraph in title 12, United States Code, 
section 84. 

Paragraph (7) (B) of subsection (b) is a new provision empower- 
ing national banks to make loans to any one borrower not in excess of 
25 percent of its capital and surplus on the obligations of a dealer in 
dairy cattle arising out of the sale of such cattle, provided the obliga- 
oe bear a full recourse endorsement or unconditional guaranty of 
the seller. 

Paragraph (7) (A) above places a similar limit on obligations se- 
cured by documents covering livestock. It does not expressly cover 
dairy cattle, but has been applied to cattle, sheep, goats, horses, 
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and mules on the range and to cattle, sheep, or hogs being fattened for | 
or shipped to market. Your committee believes there is justification 

for placing dairy cattle in a similar category as other forms of live- 
stock for the purposes of this section. 

Paragraph (8) of subsection (b), providing that loans to any one 
borrower on the collateral of United States securities may go as high 
as 25 percent of the bank’s capital and surplus, is similar to paragraph 
(8) of title 12, United States Code, section 84, except that it deletes 
the requirement that such obligations be “in the form of notes.” In 
practice these obligations often take the form of repurchase or similar 
agreements. The legal obligation of the obligor under such agree- 
ments is considered to be of equal stature with that evidenced by a 
promissory note. It is therefore the intent of the Congress that any 
obligation secured as required by this paragraph may qualify for the 
exception to the usual limitation. 

Paragraph (12) of subsection (b) is a new provision. It authorizes 
a national bank to acquire negotiable or nonnegotiable installment 
consumer paper that bears a full recourse endorsement or uncondi- 
tional guaranty of the entity selling the paper to the bank, in an 
amount (with respect to any one such endorser or guarantor) not ex- 
ceeding 25 percent of the bank’s capital and surplus. At the present 
time such negotiable paper is subject to no limitation, and the proposed 
limitation is a reasonable and desirable one. 

Under existing law such nonnegotiable paper endorsed or guaranteed 
by the entity selling the paper to the bank is subject (with respect to 
any one such endorser or guarantor) to the ordinary 10 percent limit, 
in most cases. Despite the nonnegotiable form of such paper, the 
committee believes that the present restriction is too severe in the light 
of the quality of the security for installment consumer paper under 
modern commercial practice. Therefore, this provision has been added 
to enable such paper to enjoy the 25 percent limit. 

Paragraph (12) also contains a proviso that if an officer of the bank 
certifies that the bank is relying primarily upon the maker of such 
paper rather than the endorser or guarantor, no limitation will be 
applicable with respect to the amount of such obligations to the bank 
of the endorser or guarantor, and the ordinary 10 percent limit would 
be applicable to the obligations of each individual maker. 

Section 35. Maximum rate of interest 

Subsection (a), dealing with the maximum rate of interest a national 
bank may charge, differs from title 12 United States Code, section 85 
by. adding a provision under which purchases of obligations or evi- 
dences of indebtedness from the actual owner are not to be deemed 
loans or discounts and therefore subject to the restrictions of the 
subsection, except to the extent that they may be contrued as loans or 
discounts under the usury laws of the State in which the bank is 
located. 

Subsection (b), dealing with forfeiture of interest for a knowing 
overcharge is the same as title 12 United States Code, section 86. 


Section 36. Real-estate loans 


Subsection (a), dealing with limitations on real-estate loans by 
national banks is similar to the first paragraph of 12 United States 
Code, section 371. It differs in that it grants an exemption from 
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these limitations for real-estate loans insured under any provision of 
the National Housing Act, instead of limiting it to certain specified 
provisions in the National Housing Act. 

A new provision permits national banks to make real-estate loans 
which, under rules and regulations to be prescribed by the Comp- 
troller, may be secured by a leasehold under a lease not expiring for 
at least 10 years after the date of maturity of the loan or which, by 
its terms, may be renewed so that it will not expire until at least 10 
years beyond the loan’s maturity date. This represents a liberaliza- 
tion of existing law relating to loans secured by leasehold. At present, 
such loans may be made by national banks only if secured by a lease 
for not less than 99 years, which is renewable, or by a lease havin 
at least 50 years to run from the date the loan is made or scigained 
by the bank. These present restrictions on leasehold loans have proven 
unrealistic, with little benefit either to national banks or to prospective 
borrowers. 

Subsection (b) dealing with national bank real-estate loans secured 
by first liens upon forest tracts is the same as the second paragraph of 
title 12 United States Code section 371. 

Subsection (c) is similar to the third paragraph of title 12 United 
States Code section 371. It differs by authorizing national banks to 
make construction loans for industrial or commercial buildings with 
maturities not exceeding 18 months where a financially responsible 
lender makes a valid and binding agreement to advance the full 
amount of the bank loan upon completion of the buildings. The 
subsection continues existing law which permits national banks to 
make construction loans for residential or farm buildings having ma- 
turities not exceeding 9 months, Under existing law, such residential 
or farm building construction loans cannot be made to an amount 
exceeding 50 percent of the bank’s paid in and unimpaired capital. 
The new provision authorizes construction loans for residential and 
farm buildings and for industrial and commercial buildings to an 
aggregate amount not exceeding all the bank’s paid in and unimpaired 
capital plus unimpaired miei The industrial and commercial 
building construction loans are not made eligible for discount as 
commercial paper under the Federal Reserve Act. But the existin 
eligibility of residential or farm building construction loans for mach 
discount is continued, 

Subsection (d), dealing with exemption from limitation of certain 
real-estate loans by national banks is similar to the fourth paragraph 
of title 12 United States Code section 371, but omits obsolete reference 
to loans in which the Reconstruction Finance Corporation or a Fed- 
eral Reserve bank participates under the provisions of section 13b of 
Federal Reserve Act. Section 13b is repealed by this bill. 

Subsection (e) provides that the statutory requirements and limita- 
tions regarding national banks’ real-estate loans shall not apply to 
loans to manufacturing and industrial businesses, where the bank 
looks for repayment out of the operations of the borrower’s business, 
relying primarily on the borrower’s general credit standing and fore- 
cast of operations with or without other securities, but the bank 
wishes to take a mortgage on the borrower’s real estate as a precaution 
against contingencies. 

Manufacturing and industrial businesses regularly borrow money 
for working capital purposes from national banks. Tn some of these 
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cases the bank considers it prudent to require a collateral mortgage on 
the borrower’s plant. This course of action is followed sometimes 
because moderate credit weaknesses exist which must be assessed with 

reat care because of the size of the loan and its repayment terms. 

hese credit weaknesses could become more acute ame adverse con- 
ditions. However, the making of the loan is premised on its use for 
normal working capital purposes and the expectation that it will be 
repaid from profitable operations of the business through the liquida- 
tion of inventory or receivables or other business methods short of 
foreclosure. In most instances the plant itself has only salvage value 
if it cannot be operated on a profitable basis. These loans, in reality, 
are commercial loans and represent ordinary business financing. They 
should not be classed as real-estate loans merely because the lender, 
out of an abundance of caution, chooses to secure them further by 
a pledge of real estate. 

Subsection (f) relates to construction loans maturing in not more 
than 36 months that are secured by a purchase contract under which 
the Administrator of General Services or the Postmaster General is 
bound to make payments sufficient to pay the loan in full. Subsection 
(f) permits national banks to make such loans without regard to the 
lead Sishitations applicable to real-estate loans, even though the bank 
may hold additional security in the form of a lien upon the premises. 
It has been represented to your committee that this authority is highly 
desirable to aid the GSA and the Post Office Department in obtaining 
financing for the construction of public buildings. 


Section 37. Limit on bank indebtedness 

This section, limiting the amount of indebtedness of a national bank 
is similar to title 12 United States Code, section 82. It differs as 
follows: It removes from the list of exceptions to the limit, notes of 
circulation and liabilities incurred either under the Reconstruction 
Finance Corporation Act or under section 13b of the Federal Reserve 
Act. This act elsewhere removes the circulation privilege from na- 
tional banks. The Reconstruction Finance Corporation is now in 
liquidation and is no longer an operating agency. This act elsewhere 
repeals the authority of the Federal Reserve banks to make loans 
under section 13b of the Federal Reserve Act. 

The section also changes the basic limitation on a national bank’s 
debt by changing the criterion under existing law (100 percent of its 
capital stock) to a new criterion of 100 percent of its capital stock 
plus 100 percent of its unimpaired surplus fund. The existing limita- 
tion is considered to be unnecessarily restrictive on national banks, 
both with respect to borrowings by one bank from another in the 
normal course of correspondent banking and in connection with the 
maintenance of required Federal Reserve balances. State authorities 
impose no such restrictions on indebtedness incurred by State banks. 
Your committee is of the opinion that the more liberal limitation 
provided in this section will better enable national banks to carry on 
normal banking business without unduly increasing the risk involved 
in such operations. 

Finally, the section adds as a new exception from the basic limita- 
tion for capital notes or debentures of national banks outstanding 
pursuant to title I, section 21 of this act. It is believed that this is an 
appropriate exception because the debt capital obtained by the issu- 
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ance of capital notes or debentures represents subordinated debt 
obligations. 


Section 38. Holding of real estate 

Subsections (a) and (b), apeelt7ine the conditions upon which 
national banks may purchase, hold, and convey real estate are the 
same as title 12, United States Code, section 29. 


Section 39. Branches ; 

Subsections (a), (c), (d), (e), and (g) of this section, all dealing 
with branches of national banks, are the same as title 12, United States 
Code, section 36. 

Subsection (b) of this section is the same as subsection (b) of title 
12, United States Code, section 36, to the effect that if a State bank 
is merged with a national bank, or if two or more national banks are 
merged, then the merged banks may retain and operate any of their 
branches in lawful operation on February 25, 1927. It adds a new 
provision to the effect that as to any banks so merged or consolidated, 
any branches of the continuing bank may continue to be retained and 
operated if it were in lawful operation immediately prior to the ef- 
fective time of the merger or consolidation. The purpose of the exist- 
ing law is to prevent a bank from acquiring branches by taking over 
other banks where such branches could not legally be established under 
State law. However, this purpose does not apply to branches of the 
continuing bank, and no public interest is served by requiring the 
continuing bank to obtain anew the —aeore of the Comptroller of the 
Currency for continued operation of its legally established branches 
already in existence. 

Subsection (f) of this section continues the definition of the term 
“branch,” but adds a proviso that acceptance of deposits in further- 
ance of a school thrift or savings plan by a national bank at any school 
located within its trade area a within the same State shall not be 
construed to be operation of a branch bank. The public interest in 
encouraging schoolchildren in habits of thrift is ample justification 
for this new provision, even though it is a departure from the general 
rule that the acceptance of deposits by a national bank agent at any 
place other than the bank’s main office constitutes branch banking. 


Section 40. Change of name or location 

Subsection (a) of this section revises title 12, United States Code, 
section 30, to subject all changes of location by a national bank to the 
approval of the Comptroller of the Currency. Under existing law, 
the Comptroller has adopted the interpretation that a cer reane Senet 
may change the location of its head office within the city where it was 
chartered to do business without his ete As revised by this 
subsection, the approval of the Comptroller is expressly required be- 
fore a national bank may change the location of its main office even 
within the limits of the city, town, or village in which it is situated. 

Subsection (b) of this section, dealing with the continuation of 
obligations of a national bank which changes its name or location is 
the same as title 12, United States Code, sections 31 and 32. 


Section 41. Dealing with own stock 
This section, restricting the authority of a national bank to pur- 


chase, hold, or accept as security, shares of its own capital stock is the 
same as title 12, United States Code, section 83. 
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Section 42. Depositaries and financial agents | 
This section is similar to title 12, United States Code, section 90, | 

but obsolete references to the obligation of a national bank to accept at 

par all national currency bills and a statement of securities required 

for public deposits have been omitted. 


Section 43. Investment in bank premises 


This section, limiting the amount a national bank may invest 
in bank premises without the approval of the Comptroller is similar 
to title 12, United States Code, section 371d. However, it adds an 
alternative limitation by providing that it may not exceed 50 percent 
of the bank’s capital and surplus (new provision) or 100 percent of its 
capital stock (existing law) whichever is greater. The limitation in 
existing law applies unevenly to different national banks depending 
upon the relationship of the capital and surplus of any given bank. 
Under existing law a bank having a large surplus in relation to its 
capital suffers if it is restricted more than a bank of the same general 
size that maintains large capital in relation to its surplus. This sub- 
section also removes references to State member banks’ investments in 
bank premises because this matter is dealt with in title IT, section 23 
(j), of this act. 


Section 44. Restrictions on engaging in the banking business 


Subsection (a) of this section, limiting the right of organizations 
to receive deposits, is similar to title 12, United States Code, 
section 878. However, a new provision has been inserted in 
paragraph (2) (A) of subsection (a) requiring as a condition prece- 
dent to the acceptance of deposits, not only that an organization be 
incorporated under and authorized to engage in such business by 
either Federal or State laws, but that it also be subjected by either of 
these laws to examination and regulation. Recently a corporation 
incorporated under the laws of one of the States was receiving de- 
posits for which it offered to pay 5 percent interest. This corporation 
had been duly incorporated under the insurance laws of the State. 
However, its deposits activities were not supervised or regulated by 
any State agency. The banking commissioner of the State disclaimed 
jurisdiction because the company had been incorporated under in- 
surance laws. The insurance commissioner of the State considered 
his jurisdiction to be limited to regulating only the insurance activities 
of the company. By ruling of the United States Department of 
Justice, the Comptroller of the Currency was advised that the com- 
pany’s activities did not violate title 12, United States Code, section 
378. Later the company went bankrupt with a resulting loss to its 
depositors. The new provision, by adding to this paragraph is in- 
tended to prevent a recurrence of such a situation by requiring the 
deposit activities of an organization to be subjected to examination 
and regulation by Federal or State law. ak 

Subsection (b) is a new provision which prohibits any institution 
organized under the laws of the United States to represent itself to the 
public as being a bank unless it is authorized by law to receive demand 
deposits or to use the word “bank” in its business name. This provi- 
sion is aimed at stopping the practice of some institutions which mis- 
lead the public by conveying the impression they are banks, 
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Subsection (c), preseribing penalties for violating this provision 
is the same as subsection (b) of title 12, United States Code, section 
378. 


Section 45. Acting as insurance agent or broker 


This section continues the provisions of title 12, United States Code, 
section 92, governing the insurance agent and real-estate broker 
activities of national banks in communities of not more than 5,000 
inhabitants. 


Section 46. Acts in contemplation of insolvency 

This section nullifying certain transfers of obligations owing to 
national banks is similar to title 12, United States Code, section 91, 
but omits an obsolete reference to circulating notes. 


Section 47. General provision for amending articles 

This is a new provision specifying the procedure for amending 
articles of association of a national bank. It permits such amendment 
on any lawful matter and specifies that the approval of stockholders 
may be obtained by favorable vote of holders of the majority of the 
voting shares obtained at a stockholders’ meeting called and held 
pursuant to notice by mail at least 10 days before the meeting, or pur- 
suant to waiver of such notice by all stockholders entitled to receive 
notice. Exceptions from this general procedure are allowed where 
specific provisions of law or the articles of association of the particular 
national bank call for a different procedure. <A certified copy of each 
amendinent is to be forwarded to the Comptroller for filin and 
preservation in his office. Your committee deems it advisable to 
provide a general statutory basis for the amendment of articles of 
association of national banks. 


CHAPTER VIL. NATIONAL BANK EXAMINATIONS AND REPORTS 


Section 48. Examinations of banks 

Subsection (a) of this section, dealing with the appointment of 
national bank examiners, the power of such examiners and the number 
of examinations to be made, 1s similar to the first paragraph of title 
12, United States Code, section 481, but includes a reference to the 
definition of affiliates of national banks as contained in the Federal 
Reserve Act. 

Subsection (b) dealing with the examination of affiliates of national 
banks is similar to the second paragraph of title 12, United States 
Code, section 481. It differs in the following respects: It omits cer- 
tain provisions for the employment of examiners and others in con- 
nection with examinations of national banks and affiliates covered 
adequately in section 7 of this act. It also omits reference to the 
computation and assessment of examination expenses because these 
provisions appear in subsection (c) of section 49 of this act. 


Section 49. Expenses of examinations 


Subsections (a) and (b) of this section, dealing with the assess- 
ment of examination expenses upon national banks and district banks, 
are similar to title 12, United States Code, section 482. A provision 
relating to salaries of examiners is omitted because it is covered by 
section 7 of title I of this act. 
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Subsection (c) of this section, providing for the computation and 
assessment of examination expenses and the deposit of assessment 
funds, is the same as the fifth sentence of the second paragraph of 
title 12, United States Code, section 481. 


Section 50. Confidentiality of examination reports 

This is a new provision that classifies as confidential, examination 
reports made by national bank examiners, related correspondence and 
papers and other information the Comptroller obtains by use of his 
visitorial powers. Such documents and information are privileged 
against disclosure without the consent of the Comptroller, but key 
are required to be made available to congressional committees upon 
request. 

Normally, even in the absence of an expressed statutory provision 
on this matter, courts have upheld claims of privilege against dis- 
closure of examination reports, related correspondence and papers, 
and information obtained by the Comptroller in the exercise of his 
visitorial powers. Recently, however, a United States district court 
refused to do so and ordered produced in evidence the reports of 
examination of a national bank. The lower court’s decision was later 
reversed by the court of appeals on the ground that the subpena was 
drawn too broadly. It has been represented to your committee that 
in nearly all cases in which litigants seek to subpena such examination 
reports, information they need and to which they are entitled is avail- 
able from the books of the banks involved which, of course, constitute 
the best evidence of the transactions in question, and which are subject 
tosubpena. Frequently litigants wish to gain access to these examina- 
tion reports in order to determine whether the bank was criticized b 
the national bank examiners, if it was the litigants’ hope to use tach 
information in their litigation against the bank. 

In view of the importance of this matter your committee believes 
that the confidential and privileged nature of reports of examination, 
related correspondence and papers, and information gained by the 
Comptroller in the use of his visitorial powers should be statutory in 
order to forestall future attempts to compel disclosure. The proviso 
in the section will assure the availability of these documents and this 
information for use of congressional committees upon request. 


Section 61. State examination or license prohibited 

This new provision bars a national bank from being subjected to 
an examination by, or from being required to pay any fee or penalty 
to, any State or officer or agency of a State under the requirements of 
State or local law in connection with or incidental to the bank’s 
authority to carry on any business it has the lawful right and power 
to conduct. It further provides that no entity shall be prohibited 
dealing with a national bank for the reason that the bank has not been 
licensed pursuant to State or local law. 

Various States have enacted legislation requiring national banks 
to acquire a State license in order to qualify as a licensed lender. The 
general purpose of licensing laws of this type is to protect the public 
in the field of small loans and installment purchase contracts; to ac- 
quire obligation from such transactions, national banks in many cases 
have consented to become licensed under State law. Such laws usually 
require examination of all licensed lenders by State authorities. In 








a 


FINANCIAL INSTITUTIONS ACT OF 1957 21 


some of these cases State banking authorities have contended that 
national banks should be subjected to examination as licensed lenders. 
The exercise of any examining or other visitorial power over national 
banks in this respect would directly conflict with title 12, United States 
Code, section 484. Any attempt by a State to levy and collect a license 
tax appears to conflict with title 12, United States Code, section 548, 
defining the limits within which States may tax national banks. 
National banks derive their general powers from title 12, United 
States Code, section 24, including all incidental powers necessary to 
carry on the banking business. National banks may legally acquire 
installment purchase contracts since they represent evidences of debt. 
This provision of the Federal statute effectively overrides any State 
statute that attempts to deprive national banks of that power or to 
append conditions to the exercise of that power which would require 
national banks to obtain State licenses or pay license fees to the State. 
In order to avoid controversies with State banking officials who might 
otherwise inadvisedly seek to invoke State licensing and examination 
requirements against national banks, the foregoing principles have 
been expressly set forth in this act. In the opinion of your com- 
mittee, they are merely declaratory of existing law. 


Section 52. Reports by national banks 

Subsection (a) of this section, dealing with reports to be made by 
national banks to the Comptroller, amends the first paragraph of 
title 12, United States Code, section 161. The provision requiring at 
least three reports of condition each year is continued. Such reports 
shall be published by all national banks on the same date and shall 
contain such information and be in such form as the Comptroller may 
require. The Comptroller is specifically authorized to require reports 
of the payment of dividends. The provision continues the Comp- 
troller’s power to call for special condition reports whenever he deems 
them necessary. 

The provisions in this subsection are intended to broaden and 
clarify the provisions of the law dealing with reports that may be 
required from national banks and to bring national banks in line with 
the reporting requirements of member banks. The more general style 
of language used in this subsection, as contrast with the provisions of 
existing law, are intended to afford the Comptroller greater flexibility 
in exercising authority in this field. Existing law has been inter- 
preted to require the formation of reports on uniform report forms. 
The provisions of this subsection will empower the Comptroller to 
adopt the prescribed form of report to the nature and scope of opera- 
tions of various banks. Under them he may call for relatively simple 
reports from smaller banks and obtain more detailed reports from 
larger banks engaging in a variety of banking operations. 

Subsection (b) of this section, dealing with reports to the Comp- 
troller by affiliates of national banks, is the same as the second para- 
graph of title 12, United States Code, section 161. 

Subsection (c) of this section is similar to corresponding provisions 
in the first paragraph of title 12, United States Code: section 161, and 
in title 12, United States Code, section 164. It subjects to penalty a na- 
tional bank failing to transmit reports required of the bank or any of 
its affiliates under the provisions of subsections (a) and (b) of this 
section within 10 days after the date they are called for. Existing 
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law requires such reports to be transmitted to the Comptroller within 
5 days after he requests the same. An obsolete reference to bonds se- 
curing circulating notes is deleted. 

The 10-day period allowed for transmitting reports to the Comp- 
troller is deemed more realistic than the 5-day period prescribed by 
existing law.. Some banks find difficulty in compiling the necessary 
information and transmitting it to the Comptroller within a 5-day 
period. 


CHAPTER 8, CONSOLIDATIONS, MERGERS, AND CONVERSIONS 


Section 53. Consolidation of national banks 

This entire section, dealing with the consolidation of two or more 
national banks within the same State, is generally similar to title 12, 
United States Code, section 33. It differs mainly by the introduction 
of new provisions designed to create uniformity in certain matters in 
the case of such consolidations—consolidations of State banks into 
national banks under section 54 of this title, and mergers of national 
or State banks under section 55 of this title. These differences will 
be discussed by subsection. 

Subsection (a) of section 53 adds a requirement that the notice of 
the shareholders’ meeting be published in a newspaper of general 
circulation and that notice of such meeting may bs sent to share- 
holders by certified as well as by registered mail. 

Subsection (b) adds the requirement that the consolidation must 
be approved by the Comptroller of the Currency before a dissenting 
shareholder is entitled to receive payment for his shares and places a 
30-day time limit on the request for a dissenting shareholder to request 
the value of his shares. 

Subsection (c) requires appraisal of the value of such shares as of 
the effective date of the consolidation, whereas the existing law uses 
the date of the Comptroller’s approval. Of the 3 members on the ap- 
praisal committee, this subsection requires that 1 be selected by vote 
of the holders of a majority of the stock owned by dissenters, whereas 
existing law calls for a separate appointment by each dissenting 
shareholder. 

Subsection (d) provides for an appraisal to be made by the Comp- 
troller in the event the appraiser has not been selected within 90 days 
after the consolidation. Under existing law, in the event the bank 
clirectors fail for more than 30 days after a shareholder has given 
notice of his dissent from the consolidation plan to appoint a member 
of the appraisal committee, the shareholder may request the Comp- 
troller to appoint such appraiser to act for the bank. 

The expenses of the Comptroller in making this appraisal (or a re- 
appraisal in the event a dissenting shareholder is dissatisfied with the 
committee’s appraisal) are to be paid by the consolidating bank. 
Under existing law, in the event of a reappraisal, the bank pays the ex- 
penses if the reappraisal exceeds the committee appraisal. But the 
appellant dissenting shareholder pays the expenses if the reappraisal 
is less than the committee appraisal. 

Subsection (d) requires the value of shares be promptly paid to dis- 
senting shareholders by the consolidated bank after ascertainment by 
appraisal; and further requires, as a condition to such payment, that 
the shares be surrendered to and canceled by the consolidated bank. 
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Existing law calls this obligation for payment a debt of the bank 
and instead of requiring cancellation of the surrendered shares, it 
provides that they shall be sold at public auction, after due notice 
within 30 days after the final appraisal. By contrast, this subsection 
provides for selling by auction within 30 days after payment to the 
dissenting sharcholdlets, the shares of stock they would have received 
had they not requested payment. This sale is to occur at an adver- 
tised public auction unless another method is approved by the Comp- 
troller. Specific language is added to give the consolidated bank the 
right to purchase shares at eee auction if it is the highest bidder, 
for the purpose of reselling them within 30 days at a price not less than 
par determined by resolution of the bank’s board of directors at not 
less than par. ¢ 

Subsection (e) of this section, dealing with the corporate nature 
of the consolidated bank and its succession to rights of the forming 
banks, is similar to title 12, United States Code, section 34. It omits 
obsolete provisions regarding outstanding circulation. 

It incorporates certain provisions from title 12, United States Code, 
section 34a, providing that the consolidated bank is deemed to be the 
same corporation as each of the consolidating banks. This subsection 
also makes it clear that upon and by virtue of the consolidation and 
without any court or other order or action, the consolidated bank is 
vested with, holds and enjoys all rights of property, franchises, and 
interests possessed by the consolidating banks. 

Subsection (f) incorporates provisions from title 12, United States 
Code, section 34a, preserving to a court of competent jurisdiction 
the same rights of removal of any fiduciary function from a con- 
solidated bank it would have had with respect to a consolidating 
bank. The subsection also provides that such right of removal is not 
to be exercised in such a way as to discriminate against a national 
bank, nor is any consolidated national bank to be removed solely be- 
cause it is a national bank. 

Subsection (g) incorporates provisions from title 12, United States 
Code, section 34b (d), permitting stock of the consolidated national 
bank to be issued pursuant to the consolidation agreement, free from 
any preemptive rights of shareholders of the respective consolidating 
banks. 


Section 54. Consolidation of State bank into national bank 


This section, dealing with the consolidation of State banks with 
national banks, is similar to title 12, United States Code, section 34a. 
The differences between the two result because this subsection attempts 
to make more uniform certain procedures to be followed in achie 
bank consolidations or mergers and the smooth transfer of fiduciary 
functions to the resulting bank. 

Subsection (a) of this section, dealing with action required of the 
boards of directors and shareholders oa the banks involved, and the 
manner of mailing and publishing notice to such shareholders, is very 
similar to the first sentence of title 12, United States Code, section 34a. 
It omits references to district banks. It omits any requirement for 
publishing such notice in a legal notice newspaper. It permits the 
use of certified, as well as registered, mail for sending such notice to 
shareholders. It excuses the need for mailing a notice to shareholders 
who specifically waive notice. 
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Subsection (b) of this section, dealing with the liabilities of and 
capital stock requirements for consolidated banks and the right of dis- 
senting aeutaatios to receive payment for shares held, is very simi- 
lar to corresponding provisions in title 12, United States Code, sec- 
tion 34a. It does add an express provision making the consolidated 
bank liable for all liabilities of the respective consolidating banks 
and adds a 30-day time limit on the request of a dissenting for the 
value of his shares. 

Subsection (c) of this section, providing for the appraisal by a 
committee and reappraisal under certain conditions by the Comp- 
troller, of shares of dissenting shareholders, is similar to correspond- 
ing provisions of title 12, United States Code, section 34a. It differs 
by providing that one member of the three-member appraisal com- 
mittee shall be selected by vote of the holders of a majority of the 
stock owned by dissenters, rather than by each dissenting shareholder. 
It makes clear that the value of shares owned by dissenters is to be 
appraised as of the effective date of the consolidation; whereas, exist- 
ing law fixes the date as that of the Comptroller’s approval of the 
consolidation. It makes it clear that the dissenter is to be notified of 
the appraised value of his shares, rather than merely of the appraisal. 
F a it makes it clear that reappraisal is final and binding only as 
to the value of the appellant’s shares. 

Subsection (d) of this section, dealing with a failure in formation 
or operation of the appraisal committee, payment of the dissenting 
shareholders, sale at auction of their portion of shares in the consoli- 
dated bank, and the control by State law over appraisal and consoli- 
dation, is similar to corresponding portions of title 12, United States 
Code, section 34a. It differs as follows: 

It provides for appraisal of the value of shares of dissenters to be 
arranged by the Comptroller if an appraiser is not selected within 90 
days after the consolidation becomes effective. Existing law, by con- 
trast, contains only these similar provisions: If the directors fail to 
appoint an appraiser for more than 30 days after a shareholder has 

iven notice that he dissents from the consolidation, he may ask the 
Leer ae to appoint an appraiser on behalf of the consolidated 
ank. 

The subsection omits calling the payment due dissenters a debt of 
the consolidated bank. Asa condition to such payment, it requires the 
shares to be surrendered to the consolidated bank and canceled. It 
requires the shares of the consolidated bank that would otherwise have 
gone to dissenters to be sold at advertised public auction (unless some 
other sale method is approved by the Comptroller) within 30 days 
after payment to all dissenting shareholders. Under existing law, 
the surrendered shares were to be sold at public auction after due 
notice, within 30 days after final appraisal. 

The subsection adds a provision requiring the consolidated bank to 
sell at not less than par any shares it acquires at such an auction. 

Subsection (e) of this section, dealing with the corporate nature of 
the consolidated bank, and the transfer to it of rights, franchises, and 
interests of the consolidating banks, is very similar to corresponding 
provisions in title 12, United States Code, section 34a. It makes it 
clear, however, that such transfer occurs automatically by virtue of 
the consolidation. It also makes it clear that court rights of removal 
are preserved as against the consolidated bank. 
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Subsection (f) of this section, preserving courts’ rights to remove 
fiduciary powers in given cases from consolidated banks, is almost 
identical with corresponding provisions of title 12, United States 
Code, section 34a. No change of substance is intended by the change 
of two words for clarification. 

Subsection (g) of this section is a new provision incorporated from 
title 12, United States Code, section 34b (dealing with mergers). It 

ermits issuance of stock of the consolidated association as provided 
y the consolidation agreement, free from preemptive rights of share- 
holders of the several consolidating banks. 


Section 56. Merger into national bank 


This section, dealing with merging of State or national banks into 
a national bank, is similar to title 12, United States Code, section 34b. 
The differences are mainly designed to achieve more uniformity in 
procedures followed in bank consolidations and mergers and the 
transfer of fiduciary functions to the resulting bank. 

Subsection (a) of this section, dealing mainly with the merger 
agreement, is similar to the first sentence of title 12, United States 
Code, section 34b. It differs as follows. It requires ratification of the 
merger by whatever greater portion than two-thirds of a merging 
State bank is required by State law. It requires the notice of stock- 
holders’ meeting to appear in a newspaper published in the place where 
the merging bank is located, or in the newspaper published nearest 
to that place, if none is published there. It permits notice to share- 
holders to be given by certified, as well as by registered, mail. It 
requires such additional notice to merging State bank shareholders 
as State law prescribes. It permits waiver of publication of notice 
only by unanimous action of shareholders instead of by each share- 
holder. It requires the merger agreement to specify as the minimum 
capital stock of the resulting wn the amount required for organiza- 
tion of a national bank in that place. It makes the resulting bank 
liable for all liabilities of merging banks. As a provision of the 
merger agreement, it omits any requirement for prescribing the 
manner of disposing of shares of the resulting bank not taken by each 
merging bank’s shareholders. A uniform statutory method for such 
dis Sabie provided elsewhere in this subsection. 

Subsection (b) of this section, dealing with the right of a dissentin 
shareholder to receive payment for his shares, is almost identical wit 
corresponding provisions in title 12, United States Code, section 34b. 
It differs only by making it clear that no shareholder can acquire such 
status until the Comptroller has approved the merger and the share- 
holder has requested payment within 30 days of the consummation of 
the merger. 

Subsection (c), prescribing the method of appointing a three- 
member committee to appraise the value of shares of dissenters, and 
permitting a reappraisal to be arranged by the Comptroller under 
certain conditions, is almost identical with corresponding provisions 
of title 12, United States Code, section 34b. It differs by providing 
that the date as of which such value is determined is the effective date 
of the merger. Existing law used instead the date of the shareholders’ 
meeting approving the merger. 

Subsection (d) of this subsection provides for an appraisal method 
in the event of failure to select the appraisal committee, payment to 
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dissenters, sale at auction of their portion of stock in the resulting 
bank, control by State law as to appraisal and merger, and limits the 
status of dissenting shareholders to owners of stbok in a bank being 
merged into the resulting bank. This subsection is somewhat similar 
to corresponding portions of title 12, United States Code, section 34b, 
but adds many provisions not found in that section. It provides a 
method for appraisal arranged by the Comptroller identical to that 
this act provides for consolidated banks. The resulting appraisal is 
made final and binding only as to the value of shares. The dissenter 
must surrender his shares as a condition to receiving payment for 
them. 

The subsection adds new provisions requiring the sale at advertised 

ublic auction of shares of the resulting bank that would normally 
1ave gone to the dissenting shareholders. The resulting bank is per- 
mitted to buy these shares, if it is high bidder, for the purpose of 
reselling them within 30 days at not less than par to one or more per- 
sons determined by resolution of the board of directors. Each dis- 
senter is to receive any proceeds of the sale in excess of the amount 
paid to him for the shares he surrendered. State law is to govern 
the manner of appraisal of shares in State banks, if State law exists 
on the subject. No merger is permitted that contravenes the law of 
the State under which a merging bank is incorporated. 

The justification for continuing to confine dissenters’ rights to stock- 
holders of the bank or banks that merge into the resulting bank is that 
this section 55 is expected to be used where large banks take over small 
banks, in which case the value of stock of the large resulting bank 
would be affected only slightly, if at all. 

Subsection (e) of this section, dealing with the corporate nature of 
' the resulting bank, and its succession to rights, franchises, and inter- 
ests of the merging banks, is the same as the first paragraph of sub- 
section (c) of title 12, United States Code, section 34a. 

Subsection (f) of this section, preserving the right of court removal 
of fiduciary functions from the resulting bank, is the same as the 
second paragraph of subsection (c) of title 12, United States Code, 
section 34b. 

Subsection (g) of this section, dealing with the right of the result- 
ing bank to issue stock pursuant to a lawful merger agreement, with 
the Comptroller’s approval, free from preemptive rights of share- 
holders of the resulting bank, is the same as subsection (d) of title 12, 
United States Code, section 34b. 


Section 56. Conversion of State banks 


This section, dealing with the conversion of existing banks into 
national banks, is the same as title 12, United States Code, section 35. 


Section 57. Conversion, merger, or consolidation of national banks 
into State banks 


This section, dealing with the procedure whereby a national bank 
may convert into or merge or consolidate with a State bank (other than 
a mutual savings ae in the same State where the national bank is 
located, is substantially the same as title 12, United States Code, 
section 214a, 214b, and 214c. 
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CHAPTER 9. VOLUNTARY DISSOLUTION, RECEIVERS, AND CONSERVATORS 


Section 58. Voluntary dissolution 

The first sentence of subsection (a) of this section, permitting a 
national bank to liquidate upon vote of shareholders owning two- 
thirds of its stock, is identical with the first sentence of title 12, United 
States Code, section 181. The second sentence of subsection (a) is a 
new provision requiring a like vote of approval for a purchase and 
sale agreement if any part of the liquidation is to be accomplished by 
the sale of the bank’s assets; but excusing the need for such a vote 
if in an emergency the Comptroller specifically waives it. Exist- 
ing law does not require shareholder approval of any agreement the 
directors may make for a bulk sale of bank assets to another bank as a 
preliminary step to voting the selling bank into voluntary liquida- 
tion. This new provision will provide for a shareholder vote in such 
cases, except in emergencies. 

Subsection (b) of this section, dealing with designation and opera- 
tion of a liquidating agent or committee, is the same in effect as the 
second paragraph of title 12, United States Code, section 181. 

Subsection (c) of this section, providing for notice of liquidation 
to be given to the Comptroller and published, is very similar to title 
12, United States Code, section 182. It differs only by providing 
expressly that the notice notifying creditors to present claims shall 
advise them to present such claims against the bank for payment. 
Section 59. Appointment of receiver 

Subsection (a) of this section, empowering the Comptroller to 
appoint a receiver for a national bank in the event of its at ng 
nonpayment of judgment for 30 days, or insolvency, is similar to 
title 12, United States Code, section 191. It differs by omitting an 
obsolete reference to the enforcement of personal liability of share- 
holders as being one of the receiver’s duties. This liability no longer 
exists under law. 

Subsection (b) of this section, specifying the duties of a receiver 
and the use of a Government depositary to hold the proceeds he re- 
ceives, is similar to title 12, United States Code, section 192. It pro- 
vides for a receiver’s appointment when the bank is insolvent, instead 
of when it is in default. It omits obsolete references to circulating 
notes, individual liability of stockholders, section 12B of the Federal 
Reserve Act, and fixing of interest rate by Comptroller. 

Subsection (c) of this section, requiring the Comptroller to publish 
notice of appointment of a receiver and request to present claims, is 
the same as title 12, United States Code, section 193. 

Section 60, Distribution of assets 

Subsection (a) of this section, governing the Comptroller's payment 
of dividends to creditors and remaining proceeds to shareholders, is 
similar to title 12, United States Code, section 194. It differs only 
by omitting an obsolete reference to national bank notes. 

Subsection (b) of this section, prescribing the manner of paying 
receivership examinations and other activities, is similar to title 12, 
United States Code, 196. It differs by omitting an obsolete reference 
to national bank notes, 
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Section 61. Winding up business of the bank 


Subsection (a) of this section, prescribing for the winding up of the 
bank’s affairs by the receiver or an agent elected by shareholders, is 
similar to the first paragraph of title 12, United States Code, section 
197. It differs as follows: It permits the Federal Deposit Insurance 
Corporation, where it has been appointed receiver, to act in place of 
the Eomatviilen and any other receiver. It omits an obsolete reference 
to redemption of the bank’s notes. It omits value of shares as a cri- 
terion in determining whether a majority vote has been cast in such 
a stockholders’ meeting, leaving the number of shares as the criterion 
for that purpose. It requires a windup agent to file bond to the 
shareholders, instead of requiring the shareholders to file a bond 
satisfactory to the Comptroller, as is required by existing law. It 
requires that the penalty of the bond be fixed by the shareholders at 
the meeting, and that it have a surety or sureties approved by the 
United States district court in the district where the bank carried on 
its business. It relaxes the condition in the bond to payment of proved 
claims to the extent possible from assets, instead of conditioning the 
bond on payment in full of such claims. It expressly requires the 
bond to be filed with the clerk of that court. 

Subsection (b) of this section, prescribing the windup agent’s power 
to hold and handle bank assets and to sell, compromise, or compound 
bank debts with court approval; his duty to account to the court; and 
the shareholders’ authority to select a successor windup agent is simi- 
lar to the second paragraph of title 12, United States Code, section 
197. It differs by omitting an obsolete reference to the Federal circuit 
court. It omits refusal of the original windup agent to serve as a 
ground for selection of a second agent. It omits value of shares as a 
criterion in computing a majority vote, leaving number of shares as 
the sole criterion. In addition to faithful performance, it requires 
payment to the extent the collected assets will allow of all proved 
claims as a second condition of the bond for the second windup agent. 
It permits one or more sureties approved by the appropriate district 
court, instead of requiring two or more sureties approved by a judge 
of any court of record. It requires that the bond be filed with the 
clerk of the proper United States district court instead of allowing 
it to be filed with the clerk of any court of record in the county where 
the bank’s business was carried on. Finally, it requires distribution 
of the residue of bank assets among shareholders by the Federal 
Deposit Insurance Corporation, where it is the receiver, rather than 
by the Comptroller or the windup agent. 


Section 62. Resumption of business 


This section, prescribing conditions under which a closed national 
bank may resume business, is the same as title 12, United States Code, 
section 197a. 


Section 63. Purchase of bank property 


This section deals with the purchase of property to protect the 
receivership’s equity in it. It is the same as title 12 United States 
Code, sections 198, 199, and 200 except obsolete language deleted in 
subsection (b). 
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Section 64. Conservators 


This section deals with the operation of national banks by conserva- 
tors appointed by the Comptroller. Subsections (a) through (i) are 
substantially similar to title 12, United States Code, sections 202-211. 

Subsection (j) of this section is a new provision designed to permit 
appointment of the Federal Deposit Insurance Corporation as con- 
servator for an insured national bank when defalcation losses are 
heavy with relation to the capital account but not known in precise 
amounts. Under existing statutes, in such a case immediate action is 
necessary either to place the bank in receivership with the Federal 
Deposit Insurance Corporation as receiver, or to arrange through a 
Federal Deposit Insurance Corporation loan for acquisition of the 
bank’s sound assets and assumption of its deposit liabilities by an- 
other bank. But pending accurate knowledge of the size of the defal- 
cation and the extent of insolvency, it is not possible in some cases to 
determine which of these two courses is in the best interest of the 
Federal Deposit Insurance Corporation. A small insolvency can be 
cured by a Federal Deposit Insurance Corporation loan, but a large 
insolvency usually makes it more in the interest of the insuring 
agency to act as receiver for the bank and pay off its deposit liabilities 
up to the statutory $10,000 limit per eligible depositor. 

This new provision will afford the time needed to determine pre- 
cisely the amount of defalcation and extent of insolvency without 
jeopardizing the ultimate position of the Federal Deposit Insurance 
Corporation as mes its insurance liability to depositors of the bank. 
It avoids the peril under existing law that the Federal Deposit Insur- 
ance Corporation may choose the wrong course due to insufficient 
knowledge of the magnitude of the defalcation and the extent of 
resulting impairment of the bank’s solvency. 

Under this subsection (j), the Comptroller may appoint the Fed- 
eral Deposit Insurance Corporation as conservator for an insured 
national bank, whenever substantial defalcation losses are sufficient to 
impair heavily or extinguish the bank’s capital account. Such con- 
servatorship may last for 30 days. The conservator is to take posses- 
sion of the institution’s books, records, and assets and take necessary 
action to conserve its assets. The conservator has the rights, powers, 
and privileges of a national bank receiver, and is subject to obliga- 
tions and penalties to which such receivers are subject, if consistent 
with the provisions of this section 64. During the conservatorship, 
the rights of parties are the same as if a receivership was in effect, 
subject to other provisions of this section. The Comptroller is to 
arrange for examinations of the bank’s affairs needed to inform him 
of its financial condition. The examiner is to report on his examina- 
tions of the Comptroller at the earliest date practicable. The Federal 
Deposit Insurance Corporation is to pay insured deposits as soon as 
possible after the conservatorship begins. When the Comptroller 
learns the probable full extent of defalcation and its effect on the 
bank’s solvency, as accurately as circumstances permit, he may either 
(1) end the conservatorship and allow the bank to resume business, 
if its capital impairment has been or is being eliminated, or (2) 
appoint the Federal Deposit Insurance Corporation as receiver, if the 
institution is insolvent, or (3) recommend to the Federal Deposit In- 
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surance Corporation, in its best interests, that it make a loan secured 
by the bank’s unacceptable assets to enable acquisition of the institu- 
tion by another bank. If the Federal Deposit Insurance Corporation 
refuses to grant a recommended loan, the Comptroller is to appoint 
it at once as receiver of the institution, to have all rights, powers, and 
duties prescribed by the Federal Deposit Insurance Act and other 
applicable law. 


CHAPTER 10. MISCELLANEOUS 


Section 65. Emergency powers of the President 

This section, prohibiting, under criminal penalty, transaction of 
banking business by any member bank of the Federal Reserve System 
during an emergency period prescribed by Presidential proclamation, 
except as permitted by regulations, limitations and restrictions pre- 
scribed by the Secretary of the Treasury with Presidential approval, 
is the same as title 12, United States Code, section 95. 


Section 66. Ratification of certain acts 

Subsection (a) of this section, confirming proceedings taken by 
the President or the Secretary of the Treasury since March 4, 1933, 
under section 5 (b) of the act of October 6, 1917, as amended, is the 
same as title 12, United States Code, section 95b. The reference to 
such actions “hereafter” taken, however, refers only to a period in 
time after enactment of the Emergency Banking Act, but not later 
than the effective date of this Financial Institutions Act of 1957. In 
the opinion of your committee, any more liberal interpretation of 
that word as used in this subsection would constitute an unwise, if 
not unconstitutional, delegation of legislative authority to the Presi- 
dent. 

Subsection (b) of this section, which approves, ratifies, and con- 
firms all actions taken by the President or the Secretary of the 
Treasury under the act of March 9, 1933, or under sections 43 or 45 
of title III of the act of May 12, 1933, is the same as title 12, United 
States Code, section 213. 


Section 67. State taxation of national banks 


This section, prescribing the methods by which a State may tax 
national banks located within the State, is the same as title 12, United 
States Code, section 548. 

Section 68. Lawful reserves in Territories and possessions 

Subsection (a) of this section, specifying a minimum cash reserve 
for national banks outside the continental United States that are not 
members of the Federal Reserve System, is the same as title 12, United 
States Code, section 143. 

Subsection (b) of this section, granting up to a four-fifths credit 
toward that cash reserve for balances due from correspondent banks, 
is similar to title 12, United States Code, section 144. It differs b 
omitting the condition that the Comptroller grant approval to wank 
correspondent banks, but substitutes a requirement that each corre- 
spondent bank must be a member of the Federal Reserve System in 
order to have its balances due the noncontinental bank count toward 
the latter’s cash reserve. 
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The present prerequisite of approval by the Comptroller is deemed 
largely ineffective, as refusal to approve or withdrawal of approval 
by the Comptroller presents practical difficulties. Either course of 
action might cause rumors and doubts about the bank receiving such 
treatment. Moreover, if a forced withdrawal of reserve deposits 
were caused by such action by the Comptroller, and the correspondent 
bank from which they were withdrawn became insolvent shortly 
thereafter, questions might arise as to whether the Comptroller is 
preferring one creditor of the insolvent bank other others. This 
change will place national banks in Alaska or outside the continental 
United States, on the same basis as other banks insofar as choice of 
correspondent banks is concerned. The former may be expected to use 
the usual criteria of sound management and adequate capitalization 
in making that choice. 


Section 69. Venue of actions 
This section, dealing with the courts in which actions against na- 


tional banks may be brought, is the same as title 12, United States 
Code, section 94, except obsolete reference to circuit courts deleted. 
Section?70. Territorial applicability of act 

This section, dealing with areas in which this act is applicable, in- 
cludes among those areas the Virgin Islands and Guam as did title 
12, United States Code, section 40 and 41. It also makes the act 
applicable in all other Territories and Ager ge of the United States, 
expressly including the Commonwealth of Puerto Rico, as well as 
the several States and the District of Columbia. 





TITLE II—FEDERAL RESERVE ACT 
CHAPTER 1, SHORT TITLE AND DEFINITIONS 


Section 1. Short title 


igen act is given the short title of “Federal Reserve Act,” as in title 
2, United States Code, section 226. 


prcabi 2. Definitions 


This section contains definitions of the terms “bank”, “Board”, 
“district”, “member bank”, “national bank” and “national banking 
association”, and “Reserve bank”, as they are used in this act. In 
general, the section is a restatement of title 12, United States Code, 
section 221. The definition of “national bank” and “national banking 
association” is the same as that given these terms in section 2 (a) of 
title I. 


CHAPTER 2. ORGANIZATION OF FEDERAL RESERVE BANKS 


Section 3. Federal Reserve districts 

This section continues the 12 Federal Reserve districts and Federal 
Reserve cities now in existence, together with the Board’s present 
authority to readjust the boundaries of such districts. It is based upon 
and similar to provisions of title 12, United States Code, sections 222, 
223, and 225, omitting executed and obsolete provisions of the original 
Federal Reserve Act relating to the now defunct “Reserve Bank Or- 
ganization Committee” and its functions in connection with the initial 
designation of Federal Reserve districts and cities. Certain other 
obsolete provisions of present law relating to the Reserve Bank Organ- 
ization Committee, which are technically still on the statute books, are 
also omitted. 


Section 4. Branch offices 


Subsection (a), relating to the establishment and operation of 
branches of Federal Reserve banks, is the same as the first two sentences 
of title 12, United States Code, section 521. 

Subsection (b), regarding the discontinuance of Federal Reserve 
bank branches, is identical with the last two sentences of title 12, 
United States Code, section 521. 

Subsection (c) revises title 12, United States Code, section 522, 
regarding expenditures for the construction of buildings for branches 
of Federal Reserve barks, in order to eliminate the “present dollar 
limitation on the aggregate costs of such buildings. The Board’s ap- 
proval of any such construction would continue to be required. 
Because of the increased activity of the branches with resulting need 
for new construction and improvement of their buildings, it has been 
necessary for Congress on two occasions in recent years to increase 
the amount of the statutory dollar limitation which was placed in the 
law many years ago. This limitation appears to serve no useful 
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purpose, since the Reserve banks use their own funds for such construc- 
tion and improvement and no appropriation of Government funds is 
involved. In all cases, it is expected that the Board will consider 
the needs of the branch, the type of construction, the reasonableness 
of the costs, and whether the construction is generally in keeping 
with the prevailing economic situation. 


Section 5. Corporate powers of Federal Reserve banks 


This section restates the general corporate powers of the Federal 
Reserve banks as now contained in title 12, United States Code, 
section 341, with no change except the omission of obsolete pro- 
visions regarding the issuance of circulating notes by the Reserve 
banks. Also omitted as of no further legal significance are 
provisions of section 4 of the original Federal Reserve Act relating 
to the original chartering of the Federal Reserve banks, provisions 
which have long been omitted from the United States Code as being 
obsolete. However, the corporate status of each existing Federal Re- 
serve bank is confirmed, and its organization certificate 1s required to 
be preserved by the Comptroller of the Currency. 


Section 6. Capital stock of Federal Reserve banks 


The section deals with the capital stock of the Federal Reserve 
banks and with increases and decreases in such stock as a stockholding 
member banks increase or decrease their own capital stock and sur- 
plus. It represents a restatement of title 12, United States Code, 
section 287. Provisions of existing law with respect to the minimum 
copie required for the organization of a Federal Reserve bank, and 
subscriptions to Federal Reserve bank stock by the public and the 
United States, are no longer of any significance because the minimum 
required capital of all Federal Reserve banks was subscribed for by 
member banks; and these provisions are omitted as being obsolete. 
Section 7. Division of earnings 

Subsection (a), providing for a 6 percent annual dividend on Fed- 
eral Reserve bank stock, is the same as the first sentence of title 12, 
United States Code, section 289. 

Subsection (b) is a new provision which requires each Federal Re- 
serve bank, after payment of dividends and such provision for re- 
serves for contingencies as the Board may approve or require, to trans- 
fer 10 percent of its annual net earnings to its surplus fund and to 
pay the remaining 90 percent of its net earnings to the United States 
as a franchise tax. This is in effect a restoration of the franchise 
tax provision which existed prior to 1933 and was eliminated when 
the Meaty banks were required to subscribe one-half of their sur- 
plus to the capital stock of the Federal Deposit Insurance Corporation. 
During the following 10 years the net earnings of the Reserve banks 
were relatively small; but in 1947, when their net earnings had sub- 
stantially increased due to large holdings of Government securities, 
the Board concluded that it would be appropriate for the Reserve 
banks to pay to the Treasury the bulk of their net earnings remaining 
after dividends and expenses. Accordingly, since 1947 the Board has 
annually required the Federal Reserve banks to transmit to the 
Treasury approximately 90 percent of their net earnings after divi- 
dends. This action has been taken pursuant to a provision of exist- 
ing law that authorizes the Board to establish and require the Reserve 
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banks to pay a rate of interest on the amount of their outstanding 
Federal Reserve notes less the amount of gold certificates pledged as 
collateral security against such notes. This procedures, however, 
is complicated and awkward. Your committee believes that restora- 
tion of the franchise tax is desirable in order to provide specific statu- 
tory direction for the annual transfer of excess net earnings of the 
Reserve banks to the Treasury. 

Subsection (c), relating to the use by the Treasury of net earnings 
derived from the Federal Reserve banks and the effect of dissolution 
of any Federal Reserve bank, is the same as title 12, United States 
Code, section 290. 

Subsection (d), exempting the Federal Reserve banks from taxa- 
tion, is the same as title 12, United States Code, section 531, except a 
savings clause is added to continue the applicability of the Public 
Debt Act of 1941. 

Section 8. Federal Advisory Council 

This section is the same as title 12, United States Code, sections 
261 and 262, except that the second sentence of subsection (a) is a 
new provision prohibiting any member of the Federal Advisory 
Council who has served 6 full consecutive terms of 1 year each from 
being eligible to serve again until after an intervening period of not 
less than 3 years. The new provision is intended to bring about a 
greater degree of rotation in the membership of the Council in order 
to obtain the advantages of broader representation and wider ex- 
perience over a period of time. 


CHAPTER 3. POWERS OF FEDERAL RESERVE BANKS 


Section 9. Receipt of deposits and collections 

This section deals with the authority of the Federal Reserve banks 
to receive deposits from their member banks, from other Federal Re- 
serve banks and from the United States, and with the collection func- 
tions and powers of the Federal Reserve banks. It makes no change 
in present law. It merely brings together separate provisions on 
the same subject. Subsection (a) is the same as title 12, United 
States Code, section 342, and subsection (b) is the same as title 12, 
United States Code, section 360. 


Section 10. Discount operations 


Subsection (a) is a restatement of the authority of the Federal 
Reserve banks to discount agricultural, industrial, or commercial 
paper for their member banks and is the same as the first paragraph 
of title 12, United States Code, section 343. 

Subsection (b) contains provisions enacted in 1932 under which the 
Board in unusual and exigent circumstances may authorize any Fed- 
eral Reserve bank to make discounts for individuals, partnerships, 
and corporations. It is similar to the second paragraph of title 12, 
United States Code, section 343. The only change 1s that action 
may be taken by the Board under this provision on the affirmative 
vote of a majority of its members in office instead of the affirmative 
vote of not less than five members as provided in present law. A 
similar change has been made in certain other provisions of the Fed- 
eral Reserve Act, to be mentioned later, which now require the affirma- 
tive vote of a specified number of members of the Board in order to 
have a uniform voting requirement. 
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Subsections (c) and (d) are identical with title 12, United States 

Code, sections 344 and 345, respectively, which relate to the discount- 
ing of sight drafts and to the aggregate limitations upon the amount 
of | paper of one borrower which may be rediscounted for any member 
bank, 


Section 11. Discount of agricultural paper 


This section, dealing with the discounting of agricultural paper by 
the Federal Reserve banks, is the same as title 12, “United States Code, 
sections 348-352, except that subsection (c) omits an obsolete reference 
in present law to the authority of the Reserve banks to purchase 
obligations of National Agricultural Credit Corporations which are 
no longer in existence. 

Section 12. Acceptances 

The section deals with the authority of the Federal Reserve banks 
to discount acceptances and with limitations upon the kinds and 
amounts of acceptances that may be made by member banks. It repre- 
sents a restatement of title 12, United States Code, sections 346, 372, 
and 373. 

Section 13. Advances 

This section collects into one place provisions of present law relating 
to the authority of the Federal Reserve banks to make advances as 
distinguished from discounts. It includes without any change of sub- 
stance provisions now contained in title 12, United States Code, sec- 
tions 347, 347¢c, and 347b. As a technical matter, subsection (a) omits 
present obsolete references ot the deposit or pledge of obligations of 
the Federal Farm Mortgage Corporation and bonds issued under the 
Home Owners’ Loan Act of 1933. 

The section omits provisions now contained in title 12, United States 
Code, section 347a, relating to emergency advances by the Federal Re- 
serve banks to groups of member banks, since the authority which was 
provided by these provisions during the emergency situation that ex- 
isted in 1932 has not been utilized and no longer serve any useful 
purpose. 

There are also omitted, and consequently repealed, provisions con- 
tained in title 12, United States Code, section 352a, which were first 
enacted in 1934, authorizing the Federal Reserve banks to make work- 
ing capital loans and commitments to established industrial or com- 
mercial businesses. This authority has been utilized very little in re- 
cent years and, in any event, appears to be inconsistent with central 
banking functions. Repeal of these prov isions, as indicated in section 
805 (b) of the present legislation, will result in the payment by the 
F an al Reserve banks to the Treasur vy of amounts totaling approxi- 
mately $27,500,000, heretofore paid to the Reserve banks by ‘the Treas- 
ury pursuant to these provisions. 

Section 14. Open-market operations 

This section, relating to open-market operations of the Federal Re- 
serve banks, dealings in gold coin and bullion, establishment of dis- 
count rates, foreign transactions, and relationships of the Reserve 
banks, and similar matters, is substantially the same as title 12, United 
States Code, sections 353-359 and 348a. Subsection (b) (2) omits an 
obsolete reference to the purchase and sale of bonds of the Federal 
Farm Mortgage Corporation and bonds issued under the Home 
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Owners’ Loan Act, and subsection (b) (6) similarly omits an obsolete 
reference to the purchase and sale of acceptances of National Agricul- 
tural Credit Corporations. 

Section 15. Government deposits 

Subsection (a), relating to the deposit of Treasury funds in the 
Federal Reserve banks and the utilization of such banks as fiscal agents 
of the United States, is similar to title 12, United States Code, section 
391. Existing provisions which exclude the redemption funds for 
outstanding national bank notes and Federal Reserve notes are 
omitted, in view of the omission from the present legislation of unnec- 
essary provisions regarding national bank notes and redemption of 
Federal Reserve notes. 

Subsection (b) continues the authority of the Federal Reserve 
banks now contained in title 12, United States Code, section 393, to 
act as depositaries and fiscal agents for Federal intermediate credit 
banks. The provision omits a reference to National Agricultural 
Credit Corporations, since such Corporations are no longer in oper- 
ation. 

CHAPTER 4. DIRECTORS OF FEDERAL RESERVE BANKS 


Section 16. Duties of directors 


This section describes the duties of directors of Federal Reserve 
banks and is identical with title 12, United States Code, section 301. 


Section 17. Classes of directors 

This section, regarding the various classes of directors of the 
Federal Reserve banks and their qualifications, is based upon title 12, 
United States Code, sections 302 and 303. There are only two sub- 
stantial differences. Subsection (a) contains a new provision pro- 
hibiting a director of a Federal Reserve bank who has served 2 full 
consecutive terms of 3 years each from being eligible to serve again 
until after an intervening period of not less than 3 years, with an 
exception permitting the director designated as chairman of the board 
to serve 3 full consecutive 3-year terms without such an intervening 
period. The purpose of this provision for rotation of directors is to 
obtain the advantages of broader representation and wider experience 
over a period of time. Subsection (a) contains another new provi- 
sion requiring each director of a Federal Reserve bank to be a resi- 
dent of the district of the Reserve bank served by him or to reside 
within a 50-mile radius of that Reserve bank. Present law provides 
that class A directors must be representative of the stockholding 
member banks; that class B directors must be actively engaged in their 
district in commerce, agriculture, or some other industrial pursuit; 
and that class C directors must have resided in the district for at least 
2 years. These provisions obviously contemplate that directors of 
all three classes should be residents of the district of the Federal 
Reserve bank on whose board of directors they are serving. The new 
provision in subsection (a) would specifically require such residence. 
Certain provisions relating to the designation of the original class C 
directors of the Reserve banks and of one of those directors as chair- 
man of the board have been omitted as now obsolete. 
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Section 18. Selection of class A and B directors 


This section deals with the procedure to be followed in the election 
of class A and B directors of the Federal Reserve banks and is identical 
with title 12, United States Code, section 304. 


Section 19. Federal Reserve agent 

Subsection (a) is similar to title 12, United States Code, section 305. 
The requirement that the Federal Reserve agent be a person of tested 
banking experience is eliminated. The duties required by the law to 
be performed by the Federal Reserve agent, who is also chairman of 
the board of directors of the Federal Reserve bank, are not such as to 
require tested banking experience, and it has been represented to your 
committee that this requirement adds to the difficulty of finding quali- 
fied men to serve as chairmen of the boards of directors of the dure 
banks. A provision regarding compensation of the agent is omitted 
as unnecessary since the matter is otherwise covered. 

Subsection (b), relating to assistant Federal Reserve agents, follows 
title 12, United States Code, section 306. Here again, for the reasons 
above indicated, the requirement that such assistants be persons of 
tested banking experience is omitted. The second sentence of the sub- 
section is a new provision which makes it possible for the Federal Re- 
serve agent to delegate to such assistants duties of a ministerial charac- 
ter. While this authority is implicit in present law, it appears desir- 
able to clarify the fact that the agent may make such delegations of 
ministerial duties. A new provision also makes it clear that an assist- 
ant Federal Reserve agent may act in lieu of the agent during a vacan- 
cy in that office as well as during the absence or disability of the agent. 


Section 20. Compensation of directors, officers, and employees 
9 9 


The provisions of this section are identical with those of title 12, 
United States Code, section 307. 


CHAPTER 5. MEMBERSHIP IN THE FEDERAL RESERVE SYSTEM 


Section 21. National banks as members 

This section is a revision of title 12, United States Code, section 501a, 
regarding membership of national banks in the Federal Reserve Sys- 
tem. Technically, the provisions of present law on this subject appear 
to relate only to membership of national banks which were organized 
at the time of the enactment of the original Federal Reserve Act in 
1913. The revision makes clear the intent of the law that national 
banks organized since that time must become members of the Federal 
Reserve System, and that the provision regarding violations of law 
applies to all national banks whenever organized. Certain other pro- 
visions of the original Federal Reserve Act relating to subscriptions 
to Federal Reserve bank stock by national banks at the time of estab- 
lishment of the Federal Reserve System, which are not carried in the 
pene States Code but are technically still in force, are omitted as 
obsolete. 


Section 22. Admission of State banks as members 


The provisions of this section, dealing with the admission of State 
banks (including mutual savings banks) into membership in the Fed- 
eral Reserve System, and with the establishment and operation of 
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branches of State member banks, are identical with provisions now con- 
tained in title 12, United States Code, sections 321, 322, 324, 329, and 
333, except that subsection (a) omits a sentence of present law per- 
mitting capital notes and debentures issued by an applying bank and 
purchased by the Reconstruction Finance Corporation to be consid- 
ered part of the bank’s caiptal stock for purposes of membership. In 
view of the liquidation of the Reconstruction Finance Corporation, 
this provision no longer has any significance. 

Section 23. Powers and duties of State member banks 

Subsections (c), (j), (k), (1), and (m), containing various require- 
ments which must be met by State banks that are members of the 
Federal Reserve System, are identical with title 12, United States 
Code, sections 330, 332, 328, 501, and 327, respectively. 

Subsection (a), making State member banks subject to certain pro- 
visions imposed on national banks, is substantially the same as the first 
sentence and the first part of the second sentence of title 12, United 
States Code, section 324. 

Subsection (b), relating to reports of State member banks, is similar 
to the last part of the second sentence and the last three sentences of 
title 12, United States Code, section 324. It continues the requirement 
that every State member bank must make not less than three reports 
of condition in such form and containing such information as the 
Board may require. It requires the publication of condition reports 
by all State member banks on the same date. The Committee believes 
that the language is sufficiently broad to enable the Board to call 
for relatively simple reports from smaller banks and more detailed 
reports from the larger banks engaged in a variety of banking opera- 
tions. A new provision is added to enable the Board to call for 
special reports whenever deemed necessary. 

Subsection (d) contains a new proviso permitting a State member 
bank, with the prior approval of the Board, to purchase and hold for 
not more than 90 days the stock of another bank as a step in connnec- 
tion with the proposed absorption of such bank. The new provision 
is similar to a provision contained in section 32 (b) of title I of the 
present legislation with respect to national banks. Without this pro- 
vision, the general statutory prohibition against the purchase of stock 
by member banks might be interpreted as precluding even the most 
temporary acquisition of bank stock in the course of the absorption 
of another bank through merger or consolidation or other means, even 
though such temporary acquisition may occasionally be convenient as 
a step in the takeover process. The requirement for the Board’s prior 
approval would prevent abuse of the privilege here given. 

Subsection (e) comprises that part of title 12, United States Code, 
section 71a, which relates to the minimum and maximum number of 
directors that a State member bank must have, except a new provision 
is added exempting from these limitations banks a majority of whose 
stock is owned by a State. 

Subsection (f) would apply to State member banks a requirement 
already applicable to national banks for the maintenance of a full and 
correct list of the names and residences of all shareholders of the bank 
and the number of shares held by each, together with a requirement 
that a copy of such list shall be transmitted to the Board within 10 
days of any demand therefor made by the Board. In addition, this 
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subsection, like the corresponding provision in section 23 (b) of title I 
of the present legislation regarding national banks, would require the 
president or cashier of any State member bank to notify the Board 
immediately of any single transaction involving the purchase or sale 
of 10 percent or more of the outstanding shares of such bank. This 
requirement is designed to keep the Board currently informed regard- 
ing any sizable transactions in stock of a State member bank that may 
lead to a change in control of such bank. 

Subsection (g) is a new provision designed to disclose on the stock 
transfer records of a State member bank the actual owners of the 
bank’s stock. The record owner of any stock in a State member bank 
would be required, within 90 days after the enactment of this act, or 
within 30 days after becoming the record owner, to notify the bank 
in writing of the name of any person having a beneficial or equitable 
interest in the stock. In the case of bank stock held by a trustee, this 
requirement could be met by filing a copy of the trust instrument with 
the bank. The record owner would also be required to report any 
change in the persons having an interest in the stock, except where 
such change is pursuant to a trust instrument which is on file with 
the bank. This new section also requires the transferee of any such 
stock to cause his name to be listed as the record owner thereof within 
30 days after the transfer. Willful violations of these provisions 
are punishable by a fine of not more than $5,000. A detailed discus- 
sion of this provision is found in title I, section 23 of this report. 

Subsection (h) is a restatement of that part of title 12, United 
States Code, section 371d, which relates to investments in bank prem- 
ises by State member banks. As in the comparable provision of sec- 
tion 43 of title I relating to national banks, this provision adds an 
alternative limitation on the extent to which a State member bank 
may invest in bank premises by providing that such an investment 
may not, without the approval of the Board, exceed 50 percent of the 
bank’s capital and surplus or 100 percent of its capital stock, which- 
ever is greater. The existing limitation which relates only to capital 
stock means that a bank having a large surplus in relation to its capital 
stock suffers by contrast with a bank of the same general size that 
maintains a large capital in relation to its surplus. 

Subsection (1) is the same as 12 United States Code 336, except an 
obsolete date is deleted. 


Section 24. Examination of member banks 

This section continues without change provisions now contained in 
title 12, United States Code, sections 325, 483, 326, and 484 in the 
order indicated, making State member banks subject to examination 
by direction of the Board of Governors or the Federal Reserve bank 
by examiners selected or approved by the Board; providing for spe- 
clal examinations of member banks; permitting the acceptance of 
examinations made by the State authorities in lieu of examinations 
made by Federal Reserve examiners; and making it clear that 
banks shall not be subject to visitatorial powers except such as are 
authorized by law or as may be vested in the courts or as exercised 
or directed by Congress or its duly authorized committees. Subsec- 
tion (e) is a new provision to protect the confidentiality of examina- 
tion reports and is similar to title I, section 50. 
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Section 25. Insolvency of member banks 

The section is identical with title 12, United States Code, section 288, 
relating to the surrender of Federal Reserve bank stock by any mem- 
ber aah which becomes insolvent or by any national bank which dis- 
continues its banking operations. 


Section 26. Member banks making security loans 

This section continues without change the prohibition in title 12, 
United States Code, section 374a, against member banks acting as 
mediums or agents for nonbanking corporations in the making of 
loans or securities. 


Section 27. Member banks dealing with nonmembers 

The first sentence of this section, limiting the amount which a 
member bank may keep on deposit with a nonmember bank, is the 
same as title 12, United States Code, section 463. The second 
sentence, prohibiting a member bank without the permission of the 
Board from acting as the agent of a nonmember bank in obtaining 
Federal Reserve discounts, is identical with title 12 United States 
Code, section 374. 


Section 28. Restrictions on officers and directors of member banks 

Subsections (a), (b), (c), and (d), restricting purchase and sale 
transactions between member banks and their directors, prohibiting 
a member bank from paying its directors or employees a greater rate 
of interest on deposits than that paid to other depositors, and making 
the directors or officers of a member bank personally liable for know- 
ingly violating certain provisions of law, are the same as corres- 
ponding provisions in title 12, United States Code sections 375, 376, 
and 503. 

Subsection (e) is similar to title 12, United States Code, section 
375a, which places restrictions upon the extent to which member 
banks may make loans to their executive officers. However, several 
changes have been made. The present exemption of loans not exceed- 
ing $2,500 is amended to increase the dollar limitation to $5,000, having 
in mind the fact that there has been a considerable change in economic 
conditions since this statute was first enacted in 1933. Moreover, the 
requirement that such exempted loans be made only with prior ap- 
proval of a majority of the whole board of directors of the member 
bank is omitted, since such a requirement for advance authorization 
by the board of directors is an unnecessary burden on the board itself 
and an unneeded restriction on the making of meritorious loans. The 
requirement that borrowings by an executive officer from other banks 
be reported to the board of directors of his own bank is modified by 
a new proviso making such reports unnecessary where the a gregate 
amount of the executive officer’s indebtedness does not alaait 515,000 
in the case of home mortgage loans or $5,000 in the case of all other 
extensions of credit. In view of the present prevalence of install- 
ment buying, there may well be many instances in which an executive 
officer’s obligation may find its way into his own bank without his 
knowledge of the fact; and your committee believes that the suggested 
relaxation of the requirement for reporting borrowings from other 
banks is reasonable and justifiable. 

Subsection (f), prohibiting interlocking directorates between se- 
curities companies and member banks except in limited classes of cases 
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allowed by general regulations of the Board, is the same as title 12, 
United States Code, section 78. 


Section 29. Removal of officers and directors 

This section is similar to provisions now contained in title 12, United 
States Code, section 77, regarding proceedings for removal of officers 
and directors of National banks and State member banks for violations 
of law or unsafe or unsound practices. However, section 29 relates 
only to officers and directors of State member banks; ee 
provisions regarding the removal of officers and directors of nationa 
banks are included in section 29 of title I. The revised section elimi- 
nates participation in the removal proceedings by the Federal Re- 
serve agent so that it would be the Board, rather than its agent at the 
Federal Reserve bank, that would institute the proceedings after hav- 
ing warned the officer or director in question to discontinue the alleged 
violations of law or unsafe or unsound practices. In this connection, 
the language of present law refers to cases in which the director or 
officer “shall have continued” to violate any law relating to the bank 
or “shall have continued” unsafe or unsound practices; the revision 
refers to cases in which the director or officer “has violated or is 
violating” any law relating to his bank or “has engaged or is engaging” 
in unsafe or unsound practices. A new provision is incorporated 
which would require any hearing in connection with the removal of 
a director or officer to be held in accordance with the Administrative 
Procedure Act and to be subject to review as therein provided except 
that review by court shall be upon the “weight of the evidence”. 


Section 30. Liability of Federal Reserve bank shareholders 


This is a revision of title 12, United States Code, section 502 for the 
purpose of eliminating so-called “double liability” as an incident to 
ownership of Federal Reserve bank stock. Double liability has been 
terminated as to national bank stock and the stock of many State 
banks. Moreover, member banks, as permitted by the Federal Reserve 
Act, have never been required to pay more than one-half of the price 
of the total Federal Reserve bank stock to which they must subscribe. 
The remaining one-half is payable on call of the Board and the need 
for such a call has never arisen and none has been made. As a prac- 
tical matter, therefore, Federal Reserve bank stock is in a sense 
subject to double liability even under the revised language. 


CHAPTER 6. AFFILIATES OF MEMBER BANKS 


Section 31. Definitions 


This section includes definitions of the terms “affiliate” and “holding 
company affiliate” like those now contained in title 12, United States 
Code, section 221a. 

Section 32. Dealings with affiliates 

The section is substantially the same as title 12, United States Code, 
section 371¢ which places restrictions upon loans by member banks to 
their affiliates and holding company affiliates. As a technical matter, 
subsections (b) and (c) omit references to obligations of the Home 
Owners’ Loan Corporation in view of the fact that that Corporation 
was dissolved in 1954, and no bonds of the Corporation are now out- 
standing. 
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Section 33. Voting permits of holding-company affiliates 

This section reenacts those provisions of title 12, United States Code, 
section 61, which relate to the procedure to be followed by holding- 
company affiliates in applying for permits to vote the stock of national 
banks controlled by them and the conditions upon which any such 
permit is granted. The only changes are in paragraph (3) of sub- 
section (b). At present every holding-company affiliate obtaining a 
voting permit must establish and maintain out of net earnings over 
and above 6 percent of the book value of its own shares outstanding 
a reserve of readily marketable assets in an amount not Jess than 12 
percent of the aggregate par value of bank stocks controlled by it. 
Such reserve may be used under present law only for replacement of 
capital in banks affiliated with it and for losses incurred by such banks. 
the revised language would allow this reserve to be used by a holding- 
company affiliate for additions to the capital of its affiliated banks as 
well as for replacement of capital. Furthermore, a new provision 
would make it necessary, where there are several holding-company 
affiliates with respect to the same bank or group of banks, for only 
one of such holding-company affiliates, as designated by the Board 
of Governors, to establish and maintain the required reserves provided 
that only the designated company shall own the stock of the subsidiary 
banks in the group. Present law has been interpreted as meaning 
that each of several holding company affiliates of the same member 
banks must maintain the statutory reserve. The purposes of the statute 
would be served if only one of the holding-company affiliates in such 
a case, as designated by the Board, is required to establish and main- 
tain the necessary reserves. 
Section 34. Agreements of State member affiliates 

The section continues without change the provisions of title 12, 
United States Code, section 337, which require any State member 
bank affiliated with a holding-company affiliate to obtain an agreement 
from such holding-company “affiliate that it shall be subject to ‘the same 
conditions and limitations as are applicable to holding-company af- 
filiates of national banks under the provisions of law discussed above 
under section 33. 


Section 35. Securities affiliates 
This section is identical with title 12, United States Code, section 


377, prohibiting affiliations between member banks and organizations 
engaged in dealing in securities. 


Section 36. Reports of State member affiliates 

The provisions of this section, dealing with the reports required to 
be obtained by State member banks from their affiliated organizations, 
are the same as those now set forth in title 12, United States Code, 
section 33 
Section 37. E xwamination of State member affiliates 

Subsection (a), providing for the examination of affiliates of State 
member banks, is identical with the provisions of title 12, United 
States Code, section 338. Subsection (b) continues the provisions of 
title 12, United States Code, section 486, authorizing the Board of 
Governors or the Comptroller of the Currency, as the case may be, to 
waive requirements with respect to reports and examinations of af- 
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filiates of member banks when, in the judgment of the Board or the 
Comptroller, such report or examination is not necessary. 


CHAPTER. 7. ORGANIZATION AND POWERS OF BOARD OF GOVERNORS 


Section 38. Organization 

Subsection (a), relating to the composition and appointment of the 
members of the Board of Governors of the Federal Reserve System, 
is similar to title 12, United States Code, section 241. It omits pro- 
visions added by the Banking Act of 1935 when the Board was re- 
organized which permitted the continued service until February 1, 
1936, of the Secretary of the Treasury and the Comptroller of the 
Currency as members of the Board. These provisions are no a 
of any significance. In addition, the revised language brings u 
date the incorrect reference to the amount of the salary of mem is 
of the Board and conforms this provision with the Executive Pay Act 
of 1956, which fixed the annual rate of basic compensation of the 
Chairman of the Board at $20,500 and of each of the other members 
at $20,000. 

Subsection (b) is the same as title 12, United States Code, section 
242, except that, for the same reasons as those above indicated, pro- 
visions which were necessary at the time of the reconstitution of the 
Board in 1935 are omitted as now being of no significance. 

The provisions of subsection (c), regarding the authority of the 
Board to levy assessments upon the Federal Reserve banks in order 
to pay its estimated expenses and salaries of its members and em- 
ployees, and dealing with the construction and maintenance of the 
Board’s building, are the same as title 12, United States Code, sec- 
tion 243. 

Subsection (d) continues unchanged the provisions of title 12, United 
States Code, section 244, with respect to the offices of the Board, the 
Board’s expenses, salaries, and leave of its employees, and similar 
matters. As a technical matter, an incorrect reference to the “six” 
members of the Board is corrected to refer merely to the members of 
the Board. 

Subsections (e), (f), and (g), relating respectively to the filling 
of vacancies on the Board, reports by the Board to Congress, and the 

maintenance of a record of actions taken by the Board and the FOMC 
on questions of policy relating to open- -market oy ae a are identical 
with provisions now contained in title 12, United States Code, sections 
245, 247, and 247a. 

Subsection (h) is a new provision requiring the Board to have its 
accounts audited at least once each year by a firm of certified public 
accountants. Reports of such audits are required to be made promptly 
to the Banking and Currency Committees of the Senate and House of 
Representatives and, if any such report contains any criticism, the 
Board is required to make a full report thereon to the Banking and 
Currency Committees. These requirements provide a means by which 
the Board’s accounts may be subjected to review without in any way 
endangering the independence of judgment and action which the 
Board should have in discharging the responsibilities placed upon it 
by Congress for regulating and soutiol tice monetary and credit 
conditions. 

Subsection (i) is a new provision making it a criminal offense for 
any employee of the Board or of any Federal Reserve bank to accept 
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employment in any member bank, within 2 years after terminating 
his employment with the Board or such bank, except upon approval 
of the Board pursuant to regulations prescribed by the Board. The 
Board would be required to approve each individual case pursuant to 
general regulations. This provision, like the comparable provision 
with respect to employees of the Comptroller of the Currency con- 
tained in section 8 (b) of title I, is not intended to be retroactive, but 
is meant to apply only to those who may be employees of the Board 
on or after the date of the enactment of the legislation. 


Section 39. General powers of Board 

Subsections (a) through (1) enumerating various specific powers of 
the Board, are substantially the same as provisions now contained in 
title 12, United States Code, section 248 (a)-—(j), (1), and (m). 
However, subsection (b) requires the affirmative vote of a majority of 
the members of the Board in office for any action of the Board requir- 
ing one Federal Reserve bank to rediscount paper for another Federal 
Reserve bank, instead of the requirement of present law that such 
action be taken only on the affirmative vote of five members of the 
Board. Similarly, subsection (1) requires the affirmative vote of a 
majority of the members of the Board in office for action fixing the 
percentage of individual bank capital and surplus which may be 
represented by loans on stock or bond collateral, in lieu of the present 
requirement for concurrence by six members of the Board. Subsection 
(1) is also amended by striking the words “in the form of notes” as 
was done in title I, section 44 (b) 18. 

The first sentence of subsection (m), empowering the Board of 
Governors to examine Federal Reserve banks, is identical with title 
12, United States Code, section 485. The remainder of that subsec- 
tion, however, comprises new provisions which require reports of 
examinations of the Reserve banks to be transmitted promptly to the 
Committees on Banking and Currency of the Senate and House of 
Representatives, and further require that the Board take suitable 
measures to assure that such examinations of the Reserve banks shall 
at all times meet the highest standards of commercial audits. To that 
end the Board is authorized to arrange from time to time for one or 
more firms of certified public accountants to observe and review the 
adequacy of procedures, techniques, and practices followed in the 
examination of the Reserve banks. These provisions complement the 
new provision for audits of the accounts of the Board itself, referred 
to under section 38 (h), above, and would provide an adequate method 
for review of the accounting practices of the Reserve banks. 

Subsection (n), regarding the exercise of clearinghouse functions 
by the Federal Reserve banks, is identical with title 12, United States 
Code, section 248 (0). 

Subsection (0), authorizing the Board to promulgate regulations 
with respect to the discount operations of the Reserve banks, is iden- 
tical with title 12, United States Code, section 361. 

In its enumeration of the powers of the Board, section 39 omits pro- 
visions relating to the granting of trust powers to national banks by 
the Board and regulation by the Board of the exercise of such powers. 


These provisions of existing law are transferred to the National Bank 
Act (sec. 33 of title I of this legislation), with authority thereunder 
vested in the Comptroller of the Currency instead of the Board. Since 
national banks, including their trust departments, are supervised, 
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examined, and regulated by the Comptroller, the power to grant to 
national banks authority to act in fiduciary capacities and to regulate 
their activities in those capacities should logically be vested in the 
Comptroller rather than in the Board of Governors. However, the 
present functions of the Board pursuant to section 584 of the Internal 
Revenue Code, relating to the taxation of common trust funds, would 
continue to be vested in the Board since those functions affect State 
banks as well as national banks, 


Section 40. Open-Market Committee 


The section constitutes a restatement without change of the pro- 
visions of title 12, United States Code, section 263, regarding the com- 
position and functions of the Federal Open Market Committee. 


Section 41. Payment of interest 


This section makes no substantial change in the provisions of title 
12, United States Code, sections 461, 371la, and 371b, which relate to 
payment of interest by member banks on deposits. An obsolete pro- 
vision exempting certain types of deposits from the prohibition against 
payment of interest on demand deposits until August 23, 1937, is 
omitted as obsolete. 


Section 42. Bank reserves 


This section reenacts provisions contained in title 12, United States 
Code, sections 462, 462b, 464, 465, 466, and 462a-1, relating to the re- 
serves required to be maintained by member banks. In paragraphs 
(2) and (3) of subsection (a) and also in subsection (b), action by 
the Board permitting member banks in certain circumstances to carry 
reduced reserves is required to be taken upon the affirmative vote of 
a majority of the members of the Board in office, rather than by the 
affirmative vote of five members of the Board as provided in existing 
law. Subsection (f), relating to reserves against deposits of public 
moneys, omits obsolete reference to the First, Second, and Third Lib- 
erty Bond Acts and an obsolete proviso which made reserves inappli- 
cable to deposits of public moneys during World War II. 


Section 43. Federal Reserve notes 


This section represents a complete rewriting of present provisions 
of the Federal Reserve Act (12 U. S. C. 411-422), relating to the 
issue and retirement of Federal Reserve notes. However, the revision 
is intended only to simply and clarify these provisions which in some 
respects are now inconsistent, unclear, or repetitious. While it is 
believed that no significant change of substance is made by this revi- 
sion, it may be noted that provisions of present law relating to the 
redemption of Federal Reserve notes aaa the maintenance of a re- 
demption fund in gold certificates for this purpose have been omitted, 
since redemption in gold certificates is no longer permissible and 
because Federal Reserve notes have been legal tender for all purposes 
since 1933. 

It may be noted also that provisions of existing law relating to 
Federal Reserve bank notes, as distinguished from Federal Reserve 
notes, now contained in title 12, United States Code, sections 441-448, 
are omitted because all such provisions are now obsolete. A1Il authori- 
zations for the issuance of such Federal Reserve bank notes have either 
expired by virtue of time limitations or have been repealed. 
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CHAPTER 8, FOREIGN BRANCHES AND FOREIGN BANKING CORPORATIONS 
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Section 44. Foreign branches 
Subsections (a) through (e) relating to the establishment of 
foreign branches of national banks and investment by national banks 
in foreign banking corporations, are the same as title 12, United States 
ne sections 601— 604, except that a paragraph now contained in title 
, United States Code, section 601, which expired by its terms on 
lode 1, 1921, is omitted as obsolete. 

Subsection (f) is a new provision broadening to some extent the 
powers which may be exercised by foreign branches of national banks. 
Under this provision the Board may by regulation authorize such a 
foreign branch to exercise such further powers as may be usual in 
connection with the transaction of the banking business in the place 
where the foreign branch is located. However, such regulations may 
not authorize a “foreign branch to engage in the general business of 
producing, distributing, buying, or selling goods, wares, or merchan- 
dise, or to engage in the business of underwr ‘iting, ‘selling, or distribut- 
ing securities except to such limited extent as the Board may deem 
necessary with respect to securities issued by any foreign Government. 
The new provision is intended to enable foreign branches of national 
banks to operate more effectively in the foreign countries where they 
do business by permitting their powers to be adjusted more realistically 
to the conditions existing in such countries. At the same time, the 
provision sets up safeguards to prevent such foreign branches from 
engaging in such businesses as investment banking or manufacture. 


Section 45. Organization of foreign banking corporations 

This section follows title 12, United States Code, sections 611-614 
and 629, governing the procedure to be followed in the organization 
of corporations for the purpose of engaging in international or foreign 
banking operations. 


Section 46. Capital stock and shareholders 

This section, which contains provisions identical with those now 
contained in title 12, United States Code, sections 618-621, 625, and 
626, relates to the capital stock, stockholders, examinations, and divi- 
dends and surplus of foreign banking corporations organized pursuant 
to eee 45, 


Section 47. Powers of foreign banking corporations 


This Ci: describing the powers which may be exercised by 
foreign banking corporations organized pursuant to section 45, is 
the same as title 12, United St: ates Code, sections 615-617 and 628. 


Section 48. Taxation 


athe section merely reenacts without change the provisions of title 
2, United States Code, section 627, regarding the taxation of foreign 
ae corporations organized pursuant to section 45. 


Section 49. Voluntary liquidation and insolvency 
This section, regarding voluntary liquidation or insolvency of for- 


eign banking corporations organized pursuant to section 45, is the same 
as title 12, United States Code, sections 623 and 624, 
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Section 50. Penalties 

This section, which incorporates without change the provisions of 
title 12, United States Code, sections 622, 630, and 631, relates to the 
forfeiture of the franchise of a foreign banking corporation for viola- 
tion of laws relating to such corporation, and to criminal offenses of 
officers, directors, and employees of such corporations. 
Section 51. Receipt of foreign property 

This section contains provisions designed to protect Federal Reserve 
banks and insured banks from liability by reason of the receipt and 
disposal by such banks of any property received from or for the account 
of foreign Governments of foreign central banks. Its provisions are 
identical with the third, fourth, fifth, and sixth paragraphs of title 
12, United States Code, section 632. 


Section 52. Venue of actions; foreign transactions 

This section, regarding the venue of all suits arising out of foreign 
banking transactions, is identical with the first paragraph of title 12, 
United States Code, section 632. 


CHAPTER 9. REGULATION OF BANK HOLDING COMPANIES 


This chapter, covering sections 53 through 61, represents a reenact- 
ment of the provisions of the Bank Holding Company Act of 1956 
(12 U. S. C. 1841-48), except for the amendments to the Internal 
Revenue Code contained in section 10 of that act. 


CHAPTER 10. MISCELLANEOUS 


Section 62. Settlement fund 


This section is similar to title 12, United States Code, section 467. 
It relates to the operations of the so-called settlement fund through 
which transactions between the Federal Reserve banks and between 
the Reserve banks and the Treasury of the United States are adjusted. 
The section omits obsolete references to the Assistant Treasurer and 
the Subtreasuries which were discontinued around 1921. A slight 
revision has been made in order to provide specifically that deposits 
in the fund may include deposits ce the Treasurer of the United 
States for the credit of any Federal Reserve bank and, similarly, that 
withdrawals from the fund may be made not only by delivery of gold 
certificates to a Federal Reserve bank or Federal Reserve agent but 
also through release of gold certificates to the Treasurer of the United 
aoe upon reduction of his deposit balance with a Federal Reserve 
bank. 


Section 63. Reservation of powers 


This section, following the first part of title 12, United States Code, 
section 246, provides that nothing in the Federal Reserve Act shall 
be construed as taking away any powers vested by law in the Secre- 
tary of the Treasury which relate to the supervision, management, and 
control of the Treasury Department and bureaus under such Depart- 
ment. It omits the latter part of title 12, United States Code, section 
246, which now states that wherever any power vested in the Board 
of Governors or the Federal Reserve agent “appears to conflict with 
the powers of the Secretary of the Treasury, such powers shall 
be exercised subject to the supervision and control of the Secretary.” 
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The meaning and intent of this provision are not clear, although appar- 
ently it refers only to powers of the Secretary relating to supervision, 

management, and control of the Treasury Department. So far as is 
known, the language has never had any significant effect on the opera- 
tions or authori ity “exercised by the Seer etary of the Treasury or the 
Federal Reserve System; and it is believed that the language may 
be regarded as of no significance and unnecessary. 


Section 64. Delivery of gold to Treasury 

This section repeats the provisions of title 12, United States Code, 
section 248 (n), which, as originally enacted by the Emer gency Bank- 
ing Act of 1933, authorizes the Sec retary of the Treasury, whenever 
he deems it necessary to protect the currency system of the United 
States, to call in all gold coin, gold bullion, and gold certificates owned 
by individuals, partnerships, associations, and corporations. 


Section 65. Venue of actions generally 


This section, relating to the jurisdiction of suits involving Federal 
Reserve banks, is a reenactment of the second paragraph of title 12, 
United States Code, section 632. 











TITLE ITI—FEDERAL DEPOSIT INSURANCE ACT 


CHAPTER 1. SHORT TITLE AND DEFINITION 
Section 1. Short title 


The same short title “Federal Deposit Insurance Act” is used in 
section 1 of the present Federal Deposit Insurance Act (hereinafter 
referred to as the FDIC Act). 


Section 2. Definitions 


Subsections (a), (b), (c), (d), (e), (f£), (g), and (h) contain the 
same definitions as in subsections (a), (b), (c), (d), (e), (hb), (i), 
and (j) of section 3 of the present FDIC Act. 

Subsections (f) and (g) of section 3 of the present law defining 
“mutual savings bank” and “savings bank” are repealed as there is 
no need or purpose for continuing these provisions. The definition of 
the term “State bank” in subsection (a) includes any savings bank. 
The definition of mutual savings banks in subsection (f) was neces- 
sary before the 1950 amendments of the act repealed the provision 
permitting a separate fund for mutuals for the benefit of mutual 
savings banks and depositors therein. The requirements in subsection 
(g) as to notice of withdrawal of savings deposits, redeposit of matur- 
ing time deposits and withdrawal of savings deposits by checking are 
provided in regulations of the Corporation relating to the payment of 
deposits and interest thereon. The Board of Governors’ regulation Q 
makes similar provision for national and State member banks. 

Subsection (i) defines “Board” as being the Board of Directors 
of the Federal Deposit Insurance Corporation. 

Subsection (j) is a revision of the definition of the term “deposit” 
contained in subsection (1) of section 3 of the present law. The defi- 
nition is amended by changing the words “another bank” to “another 
insured bank” so that trust funds received by an insured bank as a 
fiduciary would not be insured and assessable when deposited by the 
insured fiduciary bank in a noninsured bank. Under the present law, 
trust funds deposited by an insured fiduciary bank in a noninsured 
bank are assessable and insured up to $10,000 for each trust estate. 
The insurance of deposits in noninsured banks violates the spirit of 
this law and should not be permitted. This will cause no hardship to 
insured fiduciary banks because the trust funds will remain insured 
while retained by such bank or when deposited in another insured bank. 

Subsection (j) further revises subsection (1) of section 3 of the pres- 
ent law by repealing the second and third provisos thereof for the pur- 
pose of terminating the right of any mainland bank to exclude Moti 
deposit insurance any of its branches located in any Territorv of the 
United States or the Virgin Islands. There are no mainland insured 
banks operating branches in Alaska, Hawaii, or the Virgin Islands. 
In 1952 the right of mainland banks to exclude from insurance the 
deposits of their branches in Puerto Rico was removed from the sec- 
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ond proviso of subsection (1) of section 3 (66 Stat. 605). Insured 
banks should not be permitted to exclude from deposit insurance any 
deposit obligations in places where the statute provides for the insur- 
ance of deposits, which are the States of the United States, the District 
of Columbia, any Territory of the United States, Puerto Rico, Guam, 
and the Virgin Islands. 

Subsection (k) revises the definition of “insured deposit” now found 
in subsection (m) of section 3 of the FDIC Act by including in the 
definition any interest accruing up to date of closing of an insured 
bank. Under the present law, interest which has accrued, but which 
has not been credited to a deposit account, is not included in determin- 
ing insured deposits. It is believed that depositors should receive this 
increased protection and the change would involve a relatively small 
increase in insured deposits. 

Subsection (1) is the same definition of “transferred deposit” as con- 
tained in subsection (n) of section 3 of the present law. 

Subsection (m) revises the definition of the term “branch” as con- 
tained in subsection (0) of section 3 of the present law to include a 
branch wherever located rather than a branch in the places named in 
the present definition. The present definition of the word “branch” 
in subsection (0) of section 3 is limited to one located in any State of 
the United States or in any Territory of the United States, Puerto 
Rico, Guam, or the Virgin Islands. Because of the risks involved to 
the capital funds of an insured State nonmember bank in establishing a 
branch anywhere, the consent of the Corporation should be required 
to the establishment of such a branch. 

Subsection (m) also contains a new provision to the effect that the 
acceptance of deposits in connection with a school savings program 
shall not be construed to be the operation of a branch. This is same 
type of provision as that in section 39 (f) of title I of this bill. 

Subsection (n) defining “trust funds” is the same as subsection (0) 
of section 3 of the present law. 
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CHAPTER 2. CREATION OF CORPORATION AND POWERS 


Section 3. Creation of Corporation 

This section deals with the original creation of the Federal Deposit 
Insurance Corporation and is the same as section 1 of the present F DIC 
Act. 
Section 4. Insurance fund 

This section provides that the surplus of the Corporation shall be 
held in a deposit insurance fund for insuring deposits and for other 
purposes consistent with the act, and that the maximum amount of the 
insured deposit of any depositor shall be $10,000. The section revises 
section 11 (a) of the present FDIC Act and eliminates obsolete 
provisions. 


Section 5. Corporate powers 
This section contains the same provisions regarding corporate powers 
as are now found in section 9 of the FDIC Act, 
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CHAPTER 3. POWERS AND DUTIES OF BOARD 


Section 6. Management of Corporation 


This section is the same as section 2 of the FDIC Act except that a 
new provision is added to stagger the terms of office of the two ap- 
pointive members of the Board of Directors of the Corporation. Thus 
at the expiration of the present terms of the appointive directors, the 
President would fix the term of 1 director at 4 years and the other 
at 6 years. The staggering of terms will assure better continuity in 
the management of the Corporation by eliminating the simultaneous 
expiration of the terms of the two appointive directors. 


Section 7. Administration 


Subsections (a) and (b) dealing with the administration of the 
affairs of the Corporation and the exchange of reports with other Gov- 
ernment agencies is the same as subsections (a) and (b) of section 10 
of the present law, except an obsolete reference to the “free” use of 
the mails is deleted. 

Subsection (c) amends section 10 (g) of the present FDIC Act 
by adding a provision that copies of original records and documents 
kept by the Corporation may be introduced in evidence upon certifica- 
tion by the secretary of Corporation over the Corporation’s seal. This 
change would eliminate the present burdensome procedure required 
to authenticate copies of records by attestation of the officer having 
legal custody and an additional attestation by another officer to the 
effect that attesting officer has custody of the records. 

In addition subsection (c) repeals the present language of section 
10 (g) that photographic copies of records are “admissible to prove 
any act, transaction, occurence, or event therein recorded.” This 
language gives photographic copies of the Corporation’s records 
evidential force far beyond what is necessary and customary in com- 
parable statutes. 


Sections 8 and 9. Examinations and reports of banks 


These sections providing for examination of, and reports from, in- 
sured State nonmember banks is the same as section 10 (b) and (c) 
of the present FDIC Act. 

Section 10. Confidentiality of reports 

This is a new provision providing that the disclosure of examination 
reports and other confidential documents held by the Corporation is 
prohibited except with the consent of the Corporation. However, 
such documents shall be made available to the General Accounting 
Office and the committees of Congress upon request. This provision 
is similar to section 50 of title I of this bill saline to confidential 
documents of the Comptroller, and the discussion under that section 
is equally applicable here. The additional provision for access to 
these documents by the General Accounting Office is necessary to 
enable it to effectively conduct its annual audit of the corporation. 


Section 11. Hearings 


This section is the same as sections 10 (c) and (d) of the present law 
regarding hearings held by the Corporation except that the word “Cor- 
poration” is substituted for the words “Board of Directors” now in 


section 10 (c) and the last sentence of section 10 (d) granting im- 
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munity from prosecution is deleted. It is believed that the slight 
benefits resulting from requiring persons to testify or to produce 
records in connection with hearings under the act, do not warrant a 
grant of immunity from Federal prosecution to such persons who 
might otherwise, in the best interest of the public, be prosecuted for 
their criminal acts. With the removal of the immunity from prosecu- 
tion now contained in this section the witness is entitled. _ resort to the 
constitutional safeguards against compulsory self-incriminating testi- 
mony. 
ts CHAPTER 4. ADMISSION TO INSURANCE 


Section 12. Continuance of insured status 

This section is the same as section 4 (a) of the present FDIC Act 
providing that all banks insured as of the effective date of this act will 
continue to be insured. 


Section 13. Member banks 
The provision of this section providing for insurance of member 
banks is the same as section 4 (b) of the present law. 


Section 14. Nonmember banks 


This section is the same as section 5 of the present FDIC Act pro- 
viding for insurance of nonmember banks. 


Section 15. Factors to be considered 


The factors to be considered in granting insurance are the same 
as in section 6 of the present FDIC Act. 


CHAPTER 5. ASSESSMENTS 


Section 16. Assessment rate 


This section contains the same provisions on assessment rate as con- 
tained in section 7 (a) of the present law except that insured banks 
are not required to retain assessment records in excess of five years. 
The present requirement of the law that such records be kept indefi- 
nitely is an unnecessary burden, especially in view of the fact that 
there is a 5-year statute limitation on actions to recover assessments 
due. 


Section 17. Certified statement 


The requirements for a certified statement showing the amount of 
the assessment base and the amount of assessment due are the same 
as section 7 (b) and (c) of the present FDIC Act. 


Section 18. Assessment credits. 

This section revises the provision of section 7 (d) of the FDIC Act 
relating to assessment credits to insured banks by omitting an obsolete 
date and making certain technical amendments. The application of 
assessment credit to any assessments due and not in dispute is specially 
authorized. In addition, the refund of the assessment credit to an 
insured bank in liquidation or its nominee is expressly authorized. 
The inclusion of overpayments in “total assessments” is permitted as 
well as the deduction of underpayments made in prior year. Also 
there is a change in language from “operating costs and expenses” to 
“administrative and operating costs.” 
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Section 19. Refund of assessment 


The provisions for the refund of assessments are the same as section 
7 (e) of the present FDIC Act. 


Section 20. Penalities 


This section is the same as sections 7 (g), (f), and (h) of the present 
FDIC Act regarding penalties relating to the certified statement on 
assessments except that the obsolete first proviso of subsection (g) is 
repealed. 

CHAPTER 6. SUPERVISION OF INSURED BANKS 


Section 21. Display of official sign 
This section makes no change in the provisions relating to the dis- 


play of the Corporation sign contained in section 18 (a) of the FDIC 
Act. 


Section 22. Dividends 
The provisions regarding the payment of dividends by insured 
banks are the same as contained in section 18 (b) of the present law. 


Section 23. Mergers and consolidations 


This section revises section 18 (c) of the present FDIC Act to safe- 
guard competition in the banking field by requiring the Federal bank- 
ing supervisory authorities to consider competitive and monopolistic 
factors as well as banking factors in approving mergers or consolida- 
tions of institutions under their jurisdiction. All asset acquisitions by 
insured banks through mergers, consolidations, or assumption of lia- 
bilities would be required to receive the prior written consent of (1) 
the Comptroller of the Currency, if the acquiring or resulting bank is a 
national bank or a district bank; (2) the Board of Governors of the 
Federal Reserve System, if the acquiring or resulting bank is a State 
member bank; and (3) the Federal Deposit Insurance Corporation if 
the acquiring or resulting bank is a nonmember insured State bank. 

In granting or withholding consent to such transactions, the three 
Federal agencies would be required to consider the financial history 
and condition of the bank, the adequacy of its capital structure, its 
future-earnings prospects, the general character of its management, 
and the convenience and needs of the community to be served by the 
bank. In addition to these banking factors, the bill requires each 
agency to consider whether the effect of the acquisition would be to 
lessen competition unduly or tend unduly to create a monopoly. In 
the interest of achieving uniform standards, the banking agency hav- 
ing jurisdiction would be required to consult with the other two super- 
visory agencies on the competitive and monopolistic aspects of each 
acquisition. The banking supervisory agencies would also be per- 
mitted, but not required, to request the opinion of the Attorney 
General. 

The committee is convinced that there is need for uniform regula- 
tion of bank mergers, consolidations, and other asset-acquisition trans- 
actions involving banks insured by the Federal Deposit Insurance Cor- 
poration. The proposed legislation would achieve effective and uni- 
form regulation by placing the administration of this law in the hands 
of the Federal banking supervisory agencies. 

This provision is the same as the language of S. 3911, 84th Congress, 
as passed by the Senate. 
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Section 24. Branches 

This section is the same as section 18 (d) of the present FDIC Act 
regarding the establishment of branches by State nonmember insured 
banks. 


Section 25. Indemnity insurance 
The authority for the FDIC to require indemnity insurance is the 
same as in section 18 (e) of the present law. 


Section 26. Payment of interest 

This section contains the same restrictions on the payment of interest 
on deposits in nonmember insured banks as is now found in section 
18 (g) of the FDIC Act. The committee was urged to amend this 
section to specifically state that the absorption of exchange was the 
payment of interest on a demand deposit in order to prohibit non- 
member insured banks from engaging in this practice. The com- 
mittee realizes that the Board of Governors of the Federal Reserve 
System has ruled that the absorption of exchange by member banks 
is the payment of interest on a demand deposit and that the FDIC 
has taken opposite position insofar as nonmember insured banks are 
concerned. It was intended that there be a uniform application of 
the law as to both classes of banks, and there is sufficient authority 
in the present laws to bring about the desired result. The Board of 
Governors of the Federal Reserve System and the Board of Directors 
of the Federal Deposit Insurance Corporation must bear the responsi- 
bility for resolving this question and developing uniform regulations 
for both member and nonmember insured banks. 


Section 27. Shareholders’ list 

Subsection (a) is a new provision to require the president and 
cashier of every insured nonmember bank to keep a full and correct 
list of the bank’s shareholders, and to transmit this list to the Corpora- 
tion upon demand. This is the same requirement imposed on national 
banks by title 12, United States Code, section 62, at the present time. 
In addition, the president and cashier would be required to notify the 
Corporation immediately of any single transaction involving the pur- 
chase or sale of 10 percent of the bank’s stock. The provision is also 
applied to national banks in section 23 of title I of this bill and to 
member banks in section 23 (i) of title II. The reasons for this 
requirement stated in those sections of this report are equally applic- 
able to insured nonmember banks. 

Subsection (b) is a new provision designed to disclose on the stock 
transfer records of a nonmember insured bank the actual owners of 
the bank’s stock. The record owner of any stock in a nonmember 
insured bank would be required, within 90 days after the enactment of 
this act, or within 30 days after becoming the record owner, to notify 
the bank in writing of the name of any person having a beneficial or 
equitable interest in the stock. In the case of bank stock held by a 
trustee, this requirement could be met by filing a copy of the trust 
instrument with the bank. The record owner would also be required 
to report any change in the persons having an interest in the stock, 
except where such change is pursuant to a trust instrument which is 
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on file with the bank. This new section also requires the transferee 
of any such stock to cause his name to be listed as the record owner 
thereof within 30 days after the transfer. Willful violations of these 
provisions are punishable by a fine of not more than $5,000. A detailed 
discussion of this provision is found in title I, section 23 of this 
report. 

Section 28. Trust funds 


This section amends section 7 (i) of the present FDIC Act relating 
to the insurance of trust funds by changing the words “another bank” 
to read “another insured bank.” The same reasons for this identical 
change in subsection (j) of section 2 of this title are equally appli- 
cable here. 


Section 29. Termination of insured status 

Subsection (a) is a revision of section 8 (a) of the present FDIC 
Act relating to the termination of insurance of nonmember insured 
banks for unsafe or unsound practices. An obsolete reference to the 
Reconstruction Finance Corporation is deleted in the first sentence. 
The words “have continued unsafe or unsound practices” are changed 
to read “have engaged or ave engaging in unsafe or unsound prac- 
tices.” The use of the word “continued” raises a question as to how 
long a time such practices must have been pursued before the Adminis- 
trator would be justified in instituting termination proceedings. The 
new language will permit proceedings to be initiated in dangerous 
situations regardless of the interval of time involved. 

The word “or” in the second sentence following the words “State 
bank” is changed to “and” to make it clear that the State supervisory 
authority, as well as the Federal Reserve Board, shall receive a copy of 
the statement of violations where a State member bank is invoheed 

The third sentence is amended by permitting the FDIC to require 
a shortened and alternative period of 20 days for correcting the prac- 
tices complained of rather than 120 days in the existing law. At the 
present time, the appropriate supervisory agency has authority to 
shorten the 120-day period for correction. It is appropriate and de- 
sirable that the FDIC have an alternative 20-day correction period 
limited to cases where the Board has determined that the insurance 
risk of the Corporation is unduly jeopardized. 

A new provision is added requiring the hearings for termination of 
insurance be held in accordance with the provisions of the Administra- 
tive Procedures Act and be subject to review as provided except the 
review by the court shall be upon weight of evitiauce, These hear- 
ings are currently conducted in accordance with the Administrative 
Procedures Act, but the reviewing court may set aside the Corpora- 
tion’s action only if it is “unsupported by substantial evidence.” 
Since the termination of insurance would usually result in the closing 
of the bank, it is believed that the Corporation should be able to sup- 
port its case on the weight of the evidence before the reviewing court. 

The existing fifth sentence of section 8 (a) is amended to require the 
Board to base its finding of unsafe or unsound practices “upon 
such evidence” as is produced at the hearing. Another new provision 
provides that if a duly authorized representative of the bank does not 
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appear at the hearing, the bank shall be deemed to have consented to 
a termination of its insured status and the termination may thereupon 
be ordered. If a person is designated by the Board to conduct the 
hearing, he must certify the bank did not appear. The existing statute 
provides that the bank is deemed to have consented to termination by 
failure to appear, and this change simply makes it clear that no further 
proof is necessary and the designated hearing officer must certify the 
bank did not appear. 

Subsections (b), (c), and (d) contain the same provisions as sub- 
sections (b), (c), and (d) of section 8 of the present law. 


CHAPTER 7. INABILITY OF BANKS TO PAY DEPOSITORS 


Section 30. Payment to depositors by Corporation 


Subsection (a) isa revision of section 11 (b) of the FDIC Act. The 
present law states a bank shall be deemed to have closed an account of 
inability to meet the demands of its depositors when it has been closed 
“for the purpose of liquidation” without adequate provision being 
made for payment of its depositors. The bill would delete the words 
“for the purpose of liquidation” and insert in lieu thereof “for any 
purpose.” ‘The amendment would assure depositors of the payment 
of their insured deposits whenever an insured bank has been closed 
for any reason, without adequate provision being made for the pay- 
ment of its insured deposits. This will prevent the postponement of 
the payment of insured deposits by action of a bank supervisory au- 
thority in closing an insured oak as was the case with one of the 
banks involved in the Committee’s investigation of the Illinois bank- 
ing situation. 

Subsection (b) is the same as section 11 (f) of the present law. 

Subsection (c) is a new provision providing that in the event a 
Federal or State receiver or conservator assumes control of an insured 
bank without adequate provision being made for the payment of in- 
sured deposits, the FDIC shall promptly pay the depositors and the 
Corporation shall be subrogated to the rights of such depositors. This 
amendment will prevent delay in the payment of deposits if an in- 
sured bank is placed in conservatorship or receivership for an in- 
definite period. 

Subsection (d) contains the proviso clause of section 11 (f) of the 
FDIC relating to the proof claims by depositors and adds a new pro- 
vision giving the Corporation authority to have access to the books 
and records of an insured bank in order to determine amount and 
validity of such claims. The new authority is essential to the Corpora- 
tion in order for it to promptly discharge its insurance obligation. 

Subsection (e) contains the same provisions as section 11 (g) of 
the FDIC Act relating to the subrogated rights of the Corporation, 
except an obsolete reference to the double liability of State bank 
shareholders is deleted. 

Subsections (f), (g), (h), and (i) are the same as subsections (b), 
(c), (dj, and (e) of section 12 of the FDIC Act relating to the pay- 
ment of depositors, except that an obsolete reference to double liability 
of shareholders in subsection (d) is deleted. 


Section 31. Corporation as receiver of insured banks 


Subsections (a), (b), and (d) concerning the appointment of a 
receiver of an insured bank are the same as subsections (c), (d), and 
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(e) of the FDIC Act, except as obsolete reference to the double 
liability of shareholders now contained in subsection (d) of section 11 
is deleted. 

Subsection (c) relating to the bond of the receiver is the same as 
section 12 (a) of the FDIC Act. 

Subsection (d) relating to the appointment of the Corporation as 
receiver of a State bank is the same as section 11 (c) of existing law. 

Subsection (e) is a new provision providing that persons employed 
by the Corporation acting as receiver of any insured State, national, 
or district bank, shall be considered employees of the receivership 
estate, but the Corporation shall not obtain insurance protection for the 
Corporation and the receivership against losses resulting from ac- 
counts of such employees. This amendment makes it clear that tem- 
porary employees employed for a particular receivership of a closed 
insured bank are not employees of the Corporation, so that such em- 
ployees wil lbe eligible for the same benefits of workmen’s compensa- 
tion, social security, and unemployment insurance, just as employees 
of the bank were. There is now a substantial degree of confusion and 
conflict on the part of both Federal and State agencies with respect 
to the status of such temporary employees. The amendment will 
clearly fix the status of such receivership employees. 


Section 82. Organization of a new national bank 


This section incorporates the provisions of subsection (h) to (1) 
of section 11 of the FDIC Act relating to the organization of a new 
national bank to assume insured deposits of a closed bank. 

Subsection (b) contains a new proviso providing that the Comp- 
troller of the Currency may authorize the bank to transact other 
business in addition to such business as may be incidental to its organ- 
ization. There is also a new proviso in subsection (e) permitting 
the Corporation to extend the 2-year limitation on the operation of 
a new national bank for periods of 6 months but not in excess of 2 
additional years when the Board determines that the continuance 
of the new bank is necessary to meet the needs and convenience of the 
community. 


Section 33. Loans and purchase of assets 


Subsections (a), (c), and (d) contain the same provisions relatin 
to loans and purchase of assets by the Corporation as are now foun 
in subsections (c) and (e) of section 13 of the FDIC Act. 

Subsection (b) pertaining to permission of State authorities to 
the sale of assets or borrowing from the Corporation by receivers of 
State banks is amended. Section 13 (d) now requires that such per- 
mission be in accordance with “express provisions of State law” in 
the case of insured State banks. This language is amended to read 
“applicable State law.” This change would extend this clause so as 
to cover cases where the State law does not expressly authorize receiv- 
ers to sell assets or borrow money, but where the courts or the Attorney 
General have held that receivers of State banks nonetheless have that 
power. The obsolete third sentence of section 13 (d) has been deleted. 
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CHAPTER 8. CORPORATE FUNDS AND OBLIGATIONS 


Section 34. Borrowing authority 


This section contains the same authority for the Corporation to 


borrow from the Secretary of the Terasury as now contained in section 
14 of the FDIC Act. 


Section 35. Investment of funds 

This section contains the same provisions relating to the investment 
of the Corporation’s funds and the carrying of checking accounts as 
are now contained in section 13 (a) and (b) of the FIDC Acct. 


Section 36. Obligations of Corporation 


This section incorporates the provisions of sections 15 and 16 of the 
present law relating to taxation of the Corporation’s obligations and 
the printing of such obligations. 


CHAPTER 9. MISCELLANEOUS 


Section 37. Annual report 


This section contains the same requirement for an annual report 
to the Congress by the Corporation as is now found in section 17 (a) 
of the FDIC Act. 


Section 38. Annual audit 


This section revises section 17 (b), (c), and (d) to make the calendar 
year the fiscal year of the Corporation, to provide for the audit of 
the Corporation by the Comptroller General on a calendar year basis, 
and to provide that the Comptroller General furnish the Corporation 
with a short-form report of the financial position of the Corporation 
at the close of the calendar year, if possible. The proposed amend- 
ments would eliminate unnecessary and duplicate work on the part 
of the financial and accounting personnel of the Corporation by plac- 
ing the Corporation’s auditing operations and the Government 
Accounting Office’s auditing procedures on the ‘ame calendar year 
basis. 

Section 39. Insured banks as depositories 

This section is substantially the same as title 12, United States 
Code, section 265, authorizing insured banks to be depositories of 
public money of the United States. 


Section 40. Penalties 


Subsection (a) is the same as section 18 (f) of the FDIC Acct relat- 
ing to the publication of a bank examination report upon failure to 
comply with the recommendations of the Corporation. 

Subsection (b) relating to the penalty for the failure to file a certi- 
fied statement or pay an assessment is the same as section 18 (h) of the 
present law. 

Subsection (c) prohibiting a person convicted of a criminal offense 
from serving as a director, officer, or employee of an insured bank, ex- 
cept with the consent of the Corporation, is the same as section 19 of 
the FDIC Act. 

Subsection (d) is a new provision making it unlawful for any em- 
ployee of the Corporation to accept employment in any insured bank 
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within 2 years after leaving the Corporation, except upon approval 
of Board pursuant to regulations prescribed by it. This provision is 
similar to the provisions contained in section 38 (i) of title I and 
section 40 (c) of title IT of this bill relating to employees of the Comp- 
troller and the Federal Reserve Board. The same reasons for pro- 
tecting the Corporation, its employees, and the public from possible 
conflicts of interest are equally applicable here. 
Section 41. Nondiscriminatory provisions 

This section contains the same provision as now found in section 20 
of the FDIC Act stating that it 1s not the purpose of this act to dis- 
criminate in any manner against State nonmember banks. 
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TITLE IV. FEDERAL HOME LOAN BANK ACT 


Section 1. Short title 

This act is given the short title of “Iederal Home Loan Bank Act” 
as in section 1 of the present Federal Home Loan Bank Act (herein- 
after called the FHLB Act). 

Section 2. Definitions 

In paragraph (1) of this section the terms “Federal Home Loan 
Bank Board” and “Board” are defined to mean the particular Federal 
Home Loan Bank Board constituted as an independent agency under 
the name of the Federal Home Loan Bank Board by the Housing 
Amendments of 1955. This change from the definition of “board” 
in section 2 of the FHLB Act is necessary to change the references 
in the existing act to the 5-member board esti ablished by the original 
act in order to make them apply to the present : 3-member board estab- 
lished by the Reorganization Plan No. 3 of 1947. 

Paragraph (2), in defining a Federal Home Loan Bank (hereinafter 
called FHL Bank) as a bank established under authority of this act 
differs from the existing definition of that term in section 2 of the 
present FHLB Act by omitting the requirement that the bank be 
established by the board, because the present FHL Banks were estab- 
lished by the original 5- member board and use of the word “Board” 
would now refer to the present 3-man board. 

Paragraph (3) includes in the definition of “State” all areas includ- 
ing in that term as defined in section 2, paragraph (3) of the present 
FHLB Act. It also includes within the term all possessions of the 
United States in addition to those mentioned in the definition of the 
present act. It further clarifies the fact that references to “States” 
in section 7 (a) of this act, dealing with the number of elective direc- 
tors of a FHL Bank, means only the States of the Union and the 
District of Columbia. 

Paraghaph (4), defining “member,” paragraph (5) defining “home 
mortgage loan,” paragr aph (6) defining “home mortgage” and para- 
graph (7) defining ‘ ‘unpaid principal” are all the same as the respec- 
tive definitions of such terms in section 2 of the present Home Loan 
Bank Act. 

Paragraph (8) defining an “amortized” home mortgage loan differs 
from the present definition of the above-quoted word i in section 2 of 
the present Home Loan Bank Act by limiting the minimum repayment 
or liquidation term of such loan to 6 years from the date the loan 
was made instead of 8 years, in order to make the maturity require- 
ment consisting with the requirements of section 10 (a) (2) of the 
present Home Loan Bank Act. This paragraph (8) also omits refer- 
ence to “installment” home mortgage loans because section 10 (a) of 
this act refers to “amortized” rather than “installment” home mort- 
gage loans. 

60 
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Paragraph (9) of this section defines “nonmember borrower” as 
a nonmember mortgage referred to in section 10A of this act. This 
differs from the definition of “nonmember borrower” in the present 
Home Loan Bank Act in order to make clear that it no longer applies 
to those nonmember borrowers mentioned in section 6 (e) of the 
present Home Loan Bank Act which is now obsolete and repealed 


elsewhere in this act. 
Section 3. Federal Home Loan Bank districts 

This section revises the provisions of section 3 of the present act to 
make it clear that Home Loan Bank districts are created or presently 
reajusted may be readjusted in the future by the Board and new 
districts may hereafter be created by the Board provided that not 
more than twelve districts exist at any one time. The provisions of 
section 3 of the present FHLB Act relating to the original establish- 
ment of districts are now obsolete and are therefore omitted from the 
revision. This section expressly provides that the Board may create 
new districts within the limits prescribed. The section continues the 
FHL Banks heretofore designated at various cities and permits new 
cities to be designated by the Board. 


Section 4. Eligibility of members 

Subsection (a), dealing with eligibility for FHL Bank member- 
ship, is very similar to section 4 (a) of the present FHLB Act. It 
differs by omitting obsolete references to nonmember borrowers from 
a FHLB Act. It also cures a current flaw in the law by empowering 
the Board to define “time deposits” of savings banks, instead of con- 
tinuing to refer to section 19 of the present Federal Reserve Act for 
a definition of that term, because later amendments to that section 
19 have removed the definition. 

Subsection (b), limiting membership in FHL Banks according to 
district locations, is very similar to section 4 (b) of the present FHLB 
Act. It differs by expanding the test for eligibitly of nonmember 
borrowers for advances from FHL Banks so as to require them to 
be eligible under this act, rather than under this section 4, because, 
eligibility of nonmember borrowers is governed by section 10b rather 
than by section 4 under this act. It also differs by vesting in the 
3-man “Board” the power to approve membership across a district 
line instead of in the former 5-man “board.” 

Subsection (c), permitting the Board to qualify a building and 
loan association for membership in a FHL Bank even though the 
association is not subject to inspection and regulation under State 
banking or similar laws, is very similar to section 4 (c) of the present 
FHLB Act. It differs only by referring to the 3-man “Board” in 
place of the former 5-man “board.” 

Subsection (d) is a new provision restricting off-premise advertis- 
ing of membership in a FHL Bank or other association with the 
FHLB System by a member whose accounts are not also insured by 
the Federal Savings and Loan Insurance Corporation. The section 
permits the Board to specify by regulation the extent to which such 
advertisement or representation of such membership is allowed. Vio- 
lation of any provision of this subsection is made subject to a $1,000 
penalty recoverable by the Board. 

This subsection is deemed advisable to prevent misuse of member- 
ship in the FHLB System by causing public confusion as to the status 
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of accounts of such a member as regards insurance protection through 
the Federal Savings and Loan Insurance Corporation. Unfortu- 
nately, there exists the danger that indiscriminate, widespread adver- 
tisement of membership in the System may lead the public to the false 
conclusion that all accounts of such member are necessarily insured 
by the Corporation. This subsection will place such uninsured mem- 
bers on a parity with insured member as far as regulatory authority 
of the Board over advertising is concerned, thus making it possible 
to equalize their competitive eece in this regard. Within the 
spirit of the purpose of this subsection, it is expected that the Board 
will exercise sound discretion in promulgating the regulations per- 
mitted. For example, the evil feared is not deemed present to such 
a degree as to warrant prohibition of the use on stationery of the mem- 
ber of appropriate indicia of membership in a FHL Bank, without 
any accompanying implications of insurance of accounts by a Federal 
agency. 
Section 5. Limitation on interest rate 

This section, making ineligible for membership or nonmember bor- 
rowing privileges any institution not abiding by the laws against 


usury or otherwise char ging unreasonable rates of inter est, is the same 
as section 5 of the pr esent FHLB Act. 


Section5A. Liquidity requirement 


This section, specifying the degree of liquidity essential before a 
member may make or purchase a loan, is the same in effect as section 5A 
of the present FHLB Act. It omits as obsolete the last sentence of 
that section, which made the section effective 6 months after its original 
enactment. 


Section6. Capital of FHL Banks 


This section omits certain provisions now appearing in section 6 of 
the present FHLB Act because they have become obsolete. They 
refer mainly to the minimum capital requirements for each FHL 
Bank, the opening of books for subscription of its stock to members, 
the requirement that minimum capital stock be issued at par, the quali- 
fication of certain nonmember borrowers in areas where State laws 
do not permit them to become members of the FHL Bank, subscription 
by the Secretary of the Treasury to FHL Bank stock, provision for 
the gradual retirement of such Treasury held stock, and the require- 
ment that initial minimum stock subscriptions be completed within 
1 year. Throughout the section, references to the old 5-man board 
are changed to the 3-man Board. 

Subsection (a) is similar to section 6 (b) of the present FHLB Act, 
differing only by omitting the provision that minimum capital stock 
must be issued at par. 

Subsection (b), dealing with minimum and excess stock subscrip- 
tion by members, is very similar to section 6 (c) of the present FHLB 
Act. It differs by i increasing to 2 percent from 1 percent the mini- 
mum figure for original stock subscription by a member. It also 
makes that ercentage applicable not only to the unpaid pr incipal of 
the member’s home- mortgage loans, but also to the unpaid principal 
of its home-purchase contracts and similar obligations. 

Subsection (c), specifying the manner of payment for stock sub- 
scriptions is, in general, similar to section 6 (d) of the present FHLB 
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Act. It removes only an obsolete reference to stock held by the United 
States. 

Subsection (d), restricting the transfer or pledging of FHL Bank 
stock, is the same as section 6 (h) of the present FHLB Act. 

Subsection (e), providing for the withdrawal or removal of mem- 
bers, is very similar to section 6 (i) of the present FHLB Act. It dif- 
fers by adding an express provision granting the Board power to 
define, for the purposes of this subsection, what constitute manage- 
ment or home financing, policies of a character inconsistent with either 
sound and economical home financing or the purposes of this act. 
Your committee believes it advantageous both to the Board and to 
member institutions for statutory authority to be expressly granted to 
the Board to set up standards in this respect. The Board’s action on 
this matter is important because it delineates the ground for termi- 
nating FHL Bank membership. 

Subsection (f), granting a FHL Bank authority to approve disposal 
of stock to another present or prospective member, is substantially the 
same as subsection 6 (j) of the present FHLB Act. 

Subsection (g), specifying that FHL Banks share in dividends 


without preference, is the same as subsection 6 (k) of the present 
FHLB Act. 


Section?. Management of banks 


Subsection (a), dealing with management of each FHL Bank com- 
prising both appointed and elected directors, is the same as section 7 (a) 
of the present FHLB Act. 

Subsection (b), dealing with the four appointive directors revises 
section 7 (b) of the present FHLB Act by omitting references to 
specific calendar years for the termination of directorships and, in 
place thereof, requires the Board to stagger the initial terms so that 
the term of oflice of one appointive director shall expire at the end of 
each year. The committee believes that the appointive directors 
should represent the public, and that the Board should obtain public 
representation to the greatest extent possible in making these appoint- 
ments. 

Subsection (c), dealing with the class A, B, and C directors, is 
similar to section 6 (c) of the present FHLB Act, but omits reference 
to certain obsolete provisions fixing the expiration of term of office of 
said class directors already appointed when the present FHLB Act 
was enacted. 

Subsection (d), dealing with 2 at-large elective directors, is ve 
similar to section 6 (d) of the present FHLB Act, but omits a ref- 
erence to the calendar year in which the term of office of 1 of the 
original directors expired. 

Subsection (e), dealing with division of members of each FHL 
Bank into groups A, B, and C, according to size, is the same as section 
6 (e) of the present FHLB Act. 

Subsection (f) continues to provide, as does section 7 (f) of the 
present FHLB Act, that a director can hold office until the expira- 
tion of the unexpired term for which he was appointed. However, it 
also adds a new proviso that if any director ceases to have necessary 
qualifications, his office immediately becomes vacant, but he may con- 
tinue to serve as director either until his successor has qualified or his 
normal term of office has expired, whichever occurs first. This pro- 











64 FINANCIAL INSTITUTIONS ACT OF 1957 


vision is intended to remedy legal problems that have arisen in such 
a situation. 

Subsection (g), providing for designation by the Board of a chair- 
can and vice chairman for each board of directors, is the same as sec- 
tion 7 (g) of the present FHLB Act. 

Subsection (h), dealing with appointment of directors by the board 
when members hold less than $1 million of stock of the FHL Bank, 
continues the present provision of section 7 (h) of the present FHLB 
Act. It also adds a provision empowering the Board to appoint in- 
terim directors in the case of future establishment of a FHL Bank 
in order to make possible execution of the certificate required by sec- 
tion 12 of this act. 

Subsection (i), dealing with directors, compensation and expenses, 
is the same as section 6 (1) of the present FHLB Act. 

Subsection (j), dealing with the duty of directors to handle bank 
affairs impartially and to make reasonable advances of funds to mem- 
bers, is the same as section 6 (j) of the present FHLB Act. 


Section 8. Examinations and studies by the Board 


This section, dealing with examinations of State laws, under which 
member institutions operate, is the same as section 8 of the present 


FHLB Act. 


Section 8A. Federal Savings and Loan Advisory Council 

This section, creating Federal Savings and Loan Advisory Coun- 
cil, is very similar to section 8 (a) of the present FHLB Act. It 
differs by making the residential test for qualification of each mem- 
ber, apply only at the time of his election. Under this provision, if 
he ceases to be a resident of the district for which he is elected before 
his comparatively short term of 1 year expires, he does not thereby 
cease to be a member of the Council. The section also removes obso- 
lete references to the board of trustees of the Federal Savings and 
Loan Insurance Corporation. Due to Reorganization Plan No. 3 of 
1947, management of the corporation is now under the present FHL 
Bank board rather than under a separate board of trustees. 


Section 9. Eligibility to secure advances 
This section, specifying the manner of applying for advances from a 
FHL Bank by a member or nonmember borrower is the same as section 


9 of the present FHLB Act. 


Section 10. Advances to members 

Subsection (a), placing amount limitations on advances by each 
FHL Bank is similar to section 10 (a) of the present FHLB Act. 
It differs by making a general reference in paragraph (1) to the Na- 
tional Housing Act instead of referring to specific titles of that act. 
This change will obviate the need for future amendment in the event 
new mortgage insurance titles are added to the National Housing Act. 
This subsection also permits an advance up to 90 percent of the unpaid 
principal of a mortgage loan guarantee under any provision of the 
Servicemen’s Readjustment Act of 1944, as heretofore or hereafter 
enforced. This provision will place this type of mortgage on the 
same basis for the purpose of security for FHL Bank advances as 
mortgages insured under the National Housing Act. 

Paragraph (2) of this subsection omits reference to the minimum 
term of mortgage loans or stock pledged as security for advances, be- 
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cause these provisions are now adequately covered by language con- 
tained in section 2, paragraph 8 of this act. 

Subsection (b), dealing with eligibility of home mortgages as col- 
lateral security for F HL Bank advances is very similar to section 10 
(b) of the present FHLB Act. It does, however, omit language at 
the end of the first sentence of the subsection referring to appraisal of 
the home mortgage loan as of the date it was made, in order to remove 
from the act an inconsistency between this and the second sentence 
of the subsection in which it is still provided that the valuation of the 
real estate shall be made as of the time the advance is made. 

Subsection (c), requiring a note or obligation from a member to 
evidence advances by a FHL Bank and limiting the outstanding ad- 

vances that may be made to any single member, continues the pro- 
vision of section 10 (c) of the present FHLB Act, but omits certain 
obsolete references to nonmember borrowers. 

Subsection (d), dealing with the obligation and collateral to be 
posted with the FHL Bank by a borrowing member, is the same as 
section 10 (d) of the present FHLB Act. 

Subsection (e) is a new provision establishing a specific statutory 
basis for methods of handling collateral for advances. The methods 
approved by this section are currently being followed. The provision 
permits, subject to Board control, security for advances to be taken 
by pledge, assignment, or lien, and permits them to be left with the 
borrower under trust receipt or similar agreement. 


Section 10A. Advances to nonmembers 


This section, specifying the conditions under which FHL Banks may 
make advances to nonmember mortgages, approved under title IT of 
the National Housing Act, is the same as section 10b of the present 
FHLB Act. 

In passing, it may be noted that section 10a of the present FHLB 
act has been omitted from this act because it is an obsolete provision 
dealing with advances by FHL Banks to members on or before July 
1, 1936, for the financing of home repairs, improvements and 
authorizations. 


Section 11. General powers and duties of banks. 


Subsection (a), empowering each FHL Bank, under board control, 
to borrow money, give security, issue obligations, and take other ac- 
tion necessary and incident to carrying out this act, continues the 
provisions in section (11 (a) of the present FHLB Act. It also adds 
a new provision making valid obligations issued under this subsec- 
tion or subsections (b) or (c) of this section, notwithstanding the 
death, disability, or termin: tion of office of any purport to executing 
or attesting them prior to their issuance. This new provision is 
deemed necessary to avoid confusion and expense that may otherwise 
arise in connection with the change of Board officials and the effect 
of such change upon obligations in the process of issuance. Ob- 
viously it is necessary to prepare such obligations, including facsimile 
signatures of executing and attesting officials in advance of the date 
upon which they are actually issued. 

Subsection (b), dealing with the issuance of consolidated FHL 
Bank debentures, is the same as section 11 (b) of the present FHLB 
Act. 
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Subsection (c), dealing with the issuance of consolidated FHL 
Bank bonds, is the same as section 11 (c) of the present FHLB Act. 

Subsection (d), dealing with additional collateral or substitutions 
of collateral to compensate by any FHL Bank is the same as section 
11 (d) of the present FHLB Act. 

Subsection (e), empowering FHL Banks to accept deposits from 
their members, other FHL Banks, and other United States instru- 
mentalities, is the same as section 11 (e) of the present FHLB Act. 

Subsection (f), governing certain rediscount, loan, and security 
purchase operations is very similar to section 11 (f) of the present 
FHLB Act. It differs by removing an obsolete reference to four 
members of the board. This referred to the original 5-man board. 
As changed, the section vests authority in the present 3-man board, 
which presumably can take affirmative action by an approving vote of 
2 of the 3 members. The section also adds a provision empowering 
FHL Banks to purchase other obligations issued under this section 
in addition to debentures and bonds. This change brings the pro- 
vision into conformity with the provisions of section 11 (a) of this 
act under which FHL Banks can issue debentures, bonds, or other 
obligations. 

Subsection (g), prescribing the manner of investment of funds de- 
posited with each FHL Bank, is similar to section 11 (g) of the 
present FHLB act. It differs by removing references to nonmember 
borrowers in general and making specific reference to nonmember 
mortgagees in section 10 (b) of this act. This is done because section 
10A of this act limits advances to nonmember borrowers to those 
who are mortgagees approved under title II of the National Housing 
Act. The original power to make advances to nonmember borrowers 
under section 6 (e) of the present FHLB Act has expired, and this 
act does not continue that subsection in effect. 

Subsection (h), providing for permissive investment of certain 
FHL Bank assets, is the same as section 11 (h) of the present FHLB 
Act. 

Subsection (i), dealing with transactions by the Secretary of the 
Treasury in obligations issued under this section, is the same as 
section 11 (i) of the present FHLB Act. 

Section 12. Incorporation of banks, and corporate powers 

This section, dealing with the general powers of a FHL Bank is 
similar to section 12 of the present FHLB Act. It differs by pro- 
hibiting the president of a FHL Bank from being a member of the 
board of directors of that bank. Your committee believes that the 
reasons making it undesirable for other personnel of the bank to serve 
as directors apply with even greater force to the president and that 
it would be Te ivaliie for him to be a member of a board that makes 
policies under which he administers the bank’s affairs. This section 
also adds a new provision empowering FHL Banks to commence ac- 
tion in the Federal courts and to remove to those courts judicial pro- 
ceedings brought against them, or separable controversies in judicial 
proceedings involving them that are initiated in State courts. Fed- 
eral Reserve banks are given similar power under applicable law. 
It is deemed highly desirable that FHL Banks be given clear statutory 
authority along the same lines, as they are also Federal agencies. 
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Section 13. Exemption from taxation 


Section 13, dealing with the tax exemption status of FHL Bank 
obligations is similar to section 13 of the present FHLB Act. The 
section omits an obsolete provision relating to a repealed provision of 
the FHLB Act that authorized FHL Banks to make direct loans to 
homeowners. The omitted provision required par acceptance by : 
FHL Bank of its own obligations in whole or partial payment of the 
debt of a homeowner to the bank. 

A savings clause is added to this section to make it clear that it is 
not intended to change the prevailing status of said FHL Bank obliga- 
tions as regards Federal taxation. 

Section 14. Depositaries and financial agents 

This section, empowered FHL Banks to act as public depositaries 
and Federal financial agents when so designated by the Secretary of 
the Treasury, is the same as section 14 of the present FHLB Act. 
Section 15. Obligations of banks 

This section, specifying the purposes for which FHL Bank obliga- 
tions are lawful investments, is similar to section 15 of the present 
FHLB Act. However, it broadens the classes of funds for which 
FHL Bank obligations are legally eligible as investments for security. 
This it does by including other funds whose investment or deposit 
is under Federal control, in addition to fiduciary trusts and public 
funds under such control. It also states expressly that such obliga- 
tions are lawful investments under the conditions prescribed, not only 
for Federal funds, but also for funds of the District of Columbia, 
Puerto Rico, any Territory or possession of the United States, any 
county, municipality, or political subdivision, any court, corporate 
or other agency or instrumentality, and any officer, employee or 
agent of any of the political entities named. The section, however, 
specifically states it does not authorize the investment of Federal 
Reserve bank funds in such obligations. 


Section 16. Reserves and dividends 


This section, dealing with the maintenance of prescribed reserves 
by each FHL Bank is very similar to section 16 of the present FHLB 
Act. It differs only by providing that “an amount at least equal to 
20 per centum of each payment’s net earnings will be carried to a 
reserve account semiannually until the account balance equals the 
bank’s paid-in capital,” and that thereafter “an amount at least equal 
to” 5 percent of its net earnings will be added semiannually to the 
reserve account, The quoted words were added to make certain that 
the percentage requirements designated are minimum requirements. 


Section 17. Federal Home Loan Bank Board 


Subsection (a), dealing with the powers of the Board, is similar to 
section 17 (a) of the present FHLB Act. It omits certain obsolete 
provisions relating to the establishment of the 5-man board, the quali- 
fications and terms of office of its members, their salaries, and the ap- 
pointment and executive status of the chairman. These matters are 
now covered by Reorganization Plan No. 3 of 1947 and subsection 
(b) of this section. This subsection (a) adds a provision to make it 
clear that board members can continue to serve until their successors 
are appointed and have qualified, even though the serving member’s 
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term of office has expired. It also provides that in the event less than 
three members are serving on the board at any time, all functions 
vested in the board can be effectively exercised by the member or mem- 
bers serving. This provision is deemed advisable in order to afford 
continuity to the exercis of the board’s functions. 

Subsection (b), granting independence to the Board, is the same 
as section 17 (b) of the present FHLB Act. 

Section 18. Assessments on banks 

This section, dealing with assessments by the Board upon FHL 

Banks, to pay the expenses incurred by the Board, is similar to section 

18 of the present FHLB Act. It omits an obsolete provision relating 
to expenses incurred through the fiscal year 19338, and it permits a 
reduction in assessments to the extent it is estimated they will be borne 
from other sources. It also makes clear that the assessments may in- 
clude provision for reasonable working capital and for making up 
any deficit from the preceding half year. Finally, it permits | any 
surplus resulting from assessment to be deducted from “any” follow- 
ing assessment, rather than requiring it to be deducted from the “next” 
following assessment. This change is made because it may be neces- 
sary to make the semiannual assessment on FHL Banks before it is 
possible to ascertain definitely whether a surplus will result from the 
next preceding assessment. 
Section 19. Officers and employees 

Subsection (a), dealing with the Board’s authority to hire officers, 
employees, and agents, and providing the source for payment of their 
compensation, is substantially the same as section 19 of the present 
FHLB Act. 

Subsection (b) is a new peoreas making it unlawful for any 
present or future employee of the Board or of the FSLIC to accept 
employment with any member of a FHL Bank, within 2 years after 
leaving the Board or the Corporation, except upon approval of the 
Board under regulations to be prescribed by the Board. A criminal 
penalty of $10,000 or 5 years’ imprisonme nt or both is provided upon 
conviction of violation of any provision of this subsection. This 
provision is deemed advisable in order to remove possible conflicts of 
interest on the part of employees of the Board or of the Corporation. 
It should be noted that this provision is not retroactive in nature, but 
is intended to apply only to those persons who are employees on the 
effective date of this act, or become employees after that date. 

Similar provisions ni? found in section 8 (b), title I; section 38 (i), 
title II; and section 19 (b), title IIT. 


Section 20. Examinations and reports 

This section, dealing with examinations and reports of condition 
of FHL Banks, is very similar to section 20 of the present FHLB Act. 
It differs by making it plain that examiners appointed by the Board 
exercise functions not only under the FHLB Act, but also under the 
Home Owners’ Loan Act of 1933, as to Federal Savings and Loan 
Associations, and under title VI of the National Housing Act as to 
institutions whose accounts are insured by the Federal Savings and 
Loan Insurance Corporation. Under the previous examiners, func- 
tions with respect to these two accounts also subject them to require- 
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ments, responsibilities, and penalties applicable to examiners under 
the National Bank Act and the Federal Reserve Act; and they have 
the same powers and privileges as are vested in such examiners by law. 


Section 21. Reports and records of other agencies 


Subsection (a), dealing with the availability of reports made to 
certain other Federal agencies for confidential use of the Board and 
any FHL Bank, is the same in effect as section 22 (a) of the present 
FHLB Act except that the exchange of reports with the Federal 
Deposit Insurance Corporation is specifically authorized. 

Subsection (b), requiring institutions applying for advances under 
this act to consent to examination and use of examination reports by 


the Board or the FHL Bank is the same as section 22 (b) of the present 
FHLB Act. 


Section 22. Forms of stocks, debentures, and bonds 

This section, making the Secretary of the Treasury custodian of 
forms of obligations to be issued by FHL Banks, is the same as sec- 
tion 23 of the present FHLB Act. 


Section 23. Succession of Federal Home Loan Banks 


This section, granting succession to each FHL Bank until dissolved 


by the Board or by further act of Congress is the same as section 25 
of the present FHLB Act. 


Section 24. Liquidation or reorganization of banks 

This section, specifying the circumstances under which the Board 
may reorganize or liquidate any FHL Bank, continues the provisions 
of section 26 of the present FHLB Act. It also adds a new provi- 
sion in order to provide clear authority for the Board to make neces- 
sary adjustments in case of the readjustment or creation of any FHL 
Bank district, at the same time making it clear that, despite such ad- 
justments, any consolidated debentures or bonds remain the joint and 
several obligations of all FHL Banks. 


Section 25, Eligibility for stock subscription 
This section, empowering certain institutions organized under Fed- 
eral law or the laws relating to the District of Columbia to subscribe 


for FHL Bank stock, is the same as section 27 of the present FHLB 
Act. 


Section 26. Effect of partial invalidity of act 

This separability provision, preserving the remainder of the act in 
case a portion of it is held invalid, is the same as section 28 of the 
present FHLB Act. 
Section 27. Territorial applicability of act 

This section adds a new provision to make it clear that this act ap- 
plies to the several States, the District of Columbia, Puerto Rico, and 
the Territories and possessions of the United States. 
Section 28. Right to amend or repeal 

This section, reserving the right to alter, amend, or repeal this act, is 
the same as section 30 of the present FHLB Act. 
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TITLE V. FEDERAL SAVINGS AND LOAN ASSOCIATION 
ACT 


Section 1. Short title 

This section changes the short title of the Home Owners Loan Act 
of 1933 to “Federal Savings and Loan Association Act.” 
Section 2. Definitions 

Subsection (a) defines Board as the Federal Home Loan Bank 
Board to which reference is made in section 17 (b) of the Federal 
Home Loan Bank Act in title IV of this Financial Institutions Act 
of 1957. A new definition of the word “State” to include Puerto Rico 
is added. 

This section purposely omits definition of the word “cor poration” 
as the Home Owners Loan Corporation, and “home mortgage” and 
“association” as being obsolete. 

Section 3. Territorial applicability of act 

This section constitutes a revision of section 7 of the Home Owners 
Loan Act of 1933 (hereinafter called the HOL Act), in order to make 
it clear that the act applies to all States, the District of Columbia, 
Puerto Rico, and the Territories and possessions of the United States. 
Section 4. Regulation of interest rates 

This section adds a new provision intended to clarify the extent to 
which interest rates and charges by Federal savings and loan associ- 
ations are, on the one hand, governed by State or local law, or, on the 
other hand, governed by Federal law and regulations of the FHLB 
Board. This provision permits Federal savings and loan associations 
to receive money of the nature of interest charges as allowed by ap- 
plicable law to other lenders, or as allowed by applic: able law to any 
class of other similar local mutual thrift and home- financing institu- 
tions, or as allowed by Board regulations. However, any such asso- 
ciation cannot exceed the charges permitted by section 5 of the 
FHLB Act in the case of any loan to which the provisions of that 
section apply. 

Section 6. Federal savings and loan associations 

Subsection (a), empowering the Board to charter Federal savings 
and loan associations is the same as section 5 (a) of the HOL Act. 

Subsection (b), providing for share payments capital and certifi- 
cates of indebtedness of such associations in the same as section 5 (b) 
of the HOL Act. 

Subsection (c), placing area restrictions upon certain loans made 
by such associations, is the same as section 5 (c) of the HOL Act. 

Subsection (d) (1), dealing with enforcement powers and pro- 
cedures of the Board, is the same as section 5 (d) (1) of the HOL Act. 

Subsection (d) (2), dealing with the appointment of conservators 
or receivers for Federal savings and loan associations, is the same as 
section 5 (d) (2) of the HOL Act. 
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Subsection (d) (3) is a new provision. Under it the Board may 
serve notice upon any director or officer of an association who in the 
Board’s opinion has been or is in violation of any law relating to the 
Association, or has been or is engaging in unsafe and unsound prac- 
tices in conducting its business, provided the Board has first warned 
the director or officer to discontinue such violations or practices. The 
notice will require such person to appear at a hearing before the 
Board or someone designated by it. At that hearing, the person must 
show cause why he should not be removed from office. The hearing 
is to be held under the Administrative Procedure Act, but court 
review shall be upon the weight of the evidence. If the Board finds 
the charges against the person have been sustained, it may order 
him removed from office. A copy of the notice to appear is also to be 
sent to the bank directors by registered mail. A copy of the removal 
order is to be served both upon the director or officer involved and 
upon the association. Upon service of the order on the association the 
person ceases to be a director or officer. The order and findings of 
fact are not to be made public or disclosed to anyone except the director 
or officer involved, and the directors of the association involved, except 
in connection with proceedings for violation of this section. If any 
person so removed, later takes part in managing the association, he is 
subject to as much as a $5,000 fine or imprisonment for as long as 
5 years, or both. 

These provisions of subsection (d) (8) are like those already appli- 
cable to directors and officers of national banks and of State member 
banks of the Federal Reserve System. 

Subsection (e), relating to the criteria to be observed by the Board 
in granting a charter to an association, is the same as section 5 (e) 
of the HOL Act. 

Subsection (f), requiring membership of Federal savings and loan 
associations in the FHL Banks, is the same as section 5 (f) of the 

Subsection (g), prescribing the tax status of such associations, is 
the same as section 5 (h) of the HOL Act except a savings clause is 
added to indicate the continued applicability of the Public Act of 
1941, and a reference to the Internal Revenue Code of 1954 is included. 

Subsection (h), dealing with conversion of any FHL Bank member 
into a Federal savings and loan association, is the same as the first 
paragraph of section 5 (i) of the HOL Act. 

Subsection (i), dealing with the conversion of a Federal savings 
and loan association into a State savings and loan institution, is simi- 
lar to the second paragraph of section 5 (i) of the HOL Act. It 
differs as follows: 

It permits conversion into a savings and loan association organized 
under the laws of any possession of the United States, in addition to 
the provision in the present law covering institutions organized under 
State, District, or Territorial laws. It omits an obsolete reference to 
repurchase by the association of its shares held by the Secretary of the 
Treasury. It also omits an obsolete reference to approval required 
from the HOL Corporation. 

Subsection (j), requiring approval by the Board and the Federal 
Savings and Loan Insurance Corporation for any conversion of a 
Federal association into a State or similar association, is similar to 
the third paragraph of section 5 (i) of the HOL Act. It differs by 
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specifically requiring such approval where the conversion is into an 
institution organized under District, Territorial, or possession laws, 
as well as under State laws and by omitting an obsolete reference. 

Subsection (k), permitting Federal savings and loan associations or 
members of any FHL Bank to become fisc al agents for the Govern- 
ment or agents for any United States instrumentality, is the same as 
section 5 (k) of the HOL Act. 


Section 6. Federal savings and loan branches 

This is a new provision providing for regulation of the establish- 
ment of branches of Federal savings and loan associations. 

Paragraph (a) permits retention and operation of branches ap- 
proved by the Board and operating on the effective date of this 
satamnt 

Paragraph (b) permits retention and operation of any lawfully 
operated branches on the date of conversion or consolidation in the 
case of a State association converting into or consolidating with a 
Federal association, or the consolidation of two or more Federal 
associations. 

Paragraph (c) permits a Federal association to establish new 
branches within the State of its home office, if branches are spe- 
cially authorized for State savings and loan associations or mutual 
savings banks. No approval by the State authori ity supervising State 
associations, or mutual savings banks, is to be required. The new 
branches are subject to the least onerous restrictions regarding num- 
ber and location imposed by State law or practice on branches of 
State associations or mutual savings banks. No Federal association 
branch is to be established outside the State of the association’s home 
office. Before taking final action on a branch application, the Board 
is to consider the same requirements as apply to original grant of a 
charter to a Federal association. 

Paragraph (d) requires prior Board consent and approval to estab- 
lish or move from one location to another any Federal association 
branch. 

Paragraph (e) defines “branch” for the purposes of this section to 
include any branch association, office, agency, additional office, or 
place of business located in any State at which shares are handled or 
ae or dividends paid or credited. 

Paragraph (f) defines the terms, “State savings and loan associa- 
tion” in singular or plural form, for the purposes s of this section to in- 
clude savings and loan associations, building and loan associations, 
cooperative ‘banks, and homestead associations or ganized and operated 
according to the laws of the State in which they are chartered or 
organized. 

Paragraph (h) defines the term “State” to include the several 
States, the District of Columbia, and the Territories and possessions 
of the United States. 

The present law contains no explicit authority for the Federal Home 
Loan Bank Board to authorize Federal savings and loan associations 
to maintain and operate branch offices. However, such authority has 
been exercised by the Board on the theory that this power is implied 
in the general statutory authority of the Board to charter and regu- 
late Federal s savings and loan associations. Thus in considering ap- 
plications for branch offices the Home Loan Bank Board applies the 
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same statutory test that is applied to applications for charters of 
Federal savings and loan associations. rh e statutory prerequisites 
make no reference to the considerations of the law or practice of the 
State where the branch is to be established. 

The language of this section is in line with the statutes relating to 
branches of national banks. When national banks were first author- 
ized in 1864, there was no specific language in the National Bank Act 
giving national banks the r ight to have branches. In 1920 a national 
bank in the State of Missouri opened a branch office and the State of 
Missouri brought a restraining action. The Supreme Court of the 
United States held that where the language did not give to the Comp- 
troller of Currency the power to authorize branches, branches oaeta 
not be established. 

In 1927, national banks were authorized by the McFadden Act to 
establish branches, subject to the limitations imposed by State law 
for branch offices of State banks. ‘This action clearly established the 
cornerstone of our dual] system of banking which recognizes that State 
and national banks may both exist where there are equal privileges. 
The bill in question similarly places Federal savings and loan associ- 
ations on a like and equal footing with the State savings and loan 
associations and mutual savings banks. 

Your committee believes that the dual system of savings and 
loan associations will be better protected and maintained through 
definitive legislation on branching privileges rather than by policy 
pronouncements of the Board. Legislation on this subject is re- 
quired and will be of great benefit both to the Board and to all finan- 
cial institutions. The ground rules on this initial matter should be 
made firm and the financial institutions assured the rules will not be 
subject to change by a three-man Board. 

Your committee believes that the question of branch privileges is 
one that should be determined by the States themselves. Various 
States have different conditions and requirements. These range from 
States that unconditionally prohibit branches to all types of financial 
institutions to States which permit branches to all institutions on a 
statewide basis. The majority of States are in a mixed category that 
allow some branch privileges, but not in a statewide basis and not for 
all types of institutions. The following tabulation lists the 24 States 
whose laws would prohibit the Home Loan Bank Board from author- 


izing branches for Federal savings and loan associations under the 
terms of section 6: 


Alabama Kentucky North Carolina 
Arkansas Michigan North Dakota 
Florida Mississippi South Carolina 
Georgia Montana South Dakota 
Idaho Nebraska Tennessee 
Illinois Nevada West Virginia 
Iowa New Hampshire Wisconsin 
Kansas New Mexico Wyoming 


The Federal Government in perpetuating a situation whereby a 
governmental board may grant branches to federally chartered insti- 
tutions without regard to the custom, law, or desire of the States is 
ignoring the rights of the States and sanctioning unfair competition. 

It is not contended that the branching privilege has been abused 
by the Board nor that branches for Federal s savings and loan associa- 
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tions are in themselves evil. With the recent phenomena of move- 
ment to the suburbs of cities and the development of suburban shop- 
ping and business areas, public necessity may require that branch 
offices be organized. In instances it would be better to establish a 
branch of a flourishing organization in an area that would not be able 
to support a new institution. But the law should not permit branches 
to Federal chartered organizations where similar State financial insti- 
tutions are not permitted the same privilege. 


Section 7. Restrictions on associations, directors, and officers 

This section is an entirely new set of provisions. 

Subsection (a) permits a Federal association to purchase property 
from any of its directors or a firm in which he is a member if the 
purchase is in the regular course of business and upon terms not less 
favorable to the association than those offered to others, or, in the 
alternative, when the purchase is authorized by a majority of the 
Board not otherwise interested in the sale, to be evidenced by affirma- 
tive vote or written assent. However, when any such director or firm 
accounts for others in the sale of property to a Federal association, the 
Board, by regulation, may require full disclosure to be made to it con- 
cerning all communications or other considerations received. Also, 
whenever such a director or firm, acting for himself or others, sells 
property to the association, the Board by regulation may require full 
disclosure of all profit realized from the sale. This provision is very 
similar to a corresponding provision in section 28 (a) of the Federal 
Reserve Act as contained in title II of this Financial Institutions Act 
of 1957. 

Subsection (b) authorized any Federal association to sell property 
to any of its directors or a firm of which he is a member in the regular 
course of business on terms not more favorable than those offered to 
others, or in the alternative, when the sale is authorized by a majority 
of the Board, evidenced by affirmative vote or written assent. The 
subsection is not to be construed as authorizing associations to pur- 
chase or sell other property which they are not authorized by law to 
purchase or sell. This eos is very similar to a corresponding pro- 
vision contained in section 28 (b) of the Federal Reserve Act set forth 
in title IT of this Financial Sd die editine Act of 1957. 

Subsection (c) prohibits any Federal association from paying to 
any of its directors, officers, attorneys, or employees a greater rate of 
return on the shares or accounts maintained in the association by any 
of them, than the rate of return paid to other holders of similar 
accounts with the association. This provision is very similar to a 
corresponding provision in section 28 (c) of the F ederal Reserve Act, 
set forth in title IT of this Financial Institutions Act of 1957. 

Subsection (d) subjects directors or officers of a Federal association 
to liability in their personal and individual capacity for damages sus- 

tained due to violation of the provisions of this act, board regulations, 

or the provisions of specified sections of the United States ‘Criminal 
Code, in the event any such director or officer knowingly violates any 
of such provisions or knowingly permits any agent, officer, or director 
of a Federal association to violate any of them. This provision is 
very similar to that contained in section 28 (d) of the Federal Reserve 
Act as set forth in title II of this Financial Institutions Act of 1957. 

Subsection (e) prohibits an executive officer of a Federal associa- 
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tion from borrowing from or otherwise becoming indebted to that as- 
sociation, and conversely prohibits the association from making any 
loan or extending ec redit i in any other manner to any of its own execu- 
tive officers. The proviso in the subsection, however, permits a Fed- 
eral association to extend credit to any of its executive officers, and 
permits the officer to become indebted to the association in an amount 
not exceeding $15,000 for home-mortgage loans. The definition of 
“executive officer” is left to the Board. ‘The Board is also authorized 
to issue rules and regulations it deems necessary to carry out the pro- 
visions of this subsection in accordance with its purposes and to pre- 
vent evasions. Any such executive officer accepting a loan or credit 
in violation of this subsection is made subject to removal from office 
under the procedure prescribed in section 5 (d) (3) of this Federal 
Savings and Loan Association Act. 

The. provisions of this subsection are similar to corresponding pro- 
visions in section 28 (e) of the Federal Reserve Act set forth in title 
II of this Financial Institutions Act of 1957. However, the provi- 
sions of this subsection are not as all encompassing as those in the 
Federal Reserve Act because of the difference between the nature of 
operations of commercial banks and savings and loan associations. 
The committee realizes that the Federal Home Loan Bank Board 
has promulgated regulations on several of the subjects covered by 
this section. It is the intent of the committee that these new provi- 
sions be considered a grant of additional authority to supplement 
the existing regulations. These provisions should not be considered 
as overruling or invalidating any more restrictive regulations that 
the Board may now have governing these matters. 

Section 8. Separability provision 

This section, preserving the remainder of the act in case part of 

it is held invalid, is the same as section 9 of the HOL Act. 





TITLE VI. FEDERAL SAVINGS AND LOAN INSURANCE 
CORPORATION ACT 


Section 601 of this Financial Institutions Act of 1957 revises title 1V 
of the National Housing Act as follows: 


INSURANCE OF SAVINGS AND LOAN ACCOUNTS 


Section 401. Short title. 

For the first time, this provision gives a short title to title IV of 
the National Housing Act, calling it the “Federal Savings and Loan 
Insurance C orporation Act.” 

Section 402. Definitions 

The definition of “insured institution” is the same as in section 
401 (a) of title IV of the National Housing Act (hereinafter called 
title IV). Paragraph (b) is the same definition of “insured mem- 
ber” as found in section 401 (b) of title IV, except for a new provision 
giving married savers in community property States insurance cover- 
uge on an equal basis with savers in other States. 

Paragraph (c) defines “insured account” in the same manner as 
section 401 (c) of title LV. 

Paragraph (4) defines “default” in the same manner as section 401 
(d) of title LV. 

Paragraph (e) adds a new definition by defining “Board” to mean 
the Federal Home Loan Bank Board, referred to in section 17 (b) of 
FHLB Act. 

Paragraph (f) adds a definition of the word “State” to include 
Puerto Rico. 


Nection 403. Creation of Federal Savings and Loan Insurance Cor- 
poration 

Subsection (a), referring to the creation of the Corporation is simi- 
lar to section 402 (a) of title IV. It omits obsolete references to a 
5-member board of trustees, because Reorganization Plan No. 3 of 
1947 abolished that board of trustees. 

Subsection (b), providing $100 million capital stock for the Corpo- 
ration, divided into $100 shares, is the same as the first sentence of 
section 402 (b) of title 1V. The remainder of that provision relating 
to subscription of the capital stock by the HOLA has been omitted 
because it is now obsolete. 

Subsection (c), dealing with the corporate status and powers of the 
Corporation is similar to section 402 (c) of title 1V. It differs by 
adding express authority for the corporation to settle, compromise, or 
release claims by or against it. It also confers upon the rorpor ation 
authority to sue in the Federal courts and to remove to those courts 
judicial proe edures brought against the C orporation or separ able 
controversies in judicial proceedings involving the Corporation that 
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are instituted in State courts. Similar powers have already been 
granted by law to the Federal Reserve banks and the Federal Deposit 
Insurance Cor poration. Another provision exempts the corporation 
or its property from attachment or execution before final judgment. 

Paragraph (6) is a new provision to grant the corporation clear 
authority to make and enforce such rules and regulations to carry out 
the purposes or provisions of title 1V or to protect its insurance risk. 

Paragraph (7) is a new provision granting the corporation author- 
ity to require information and reports from insured institutions. 

Subsection (d), empowering the Corporation to borrow money, issue 
obligations, invest money, and act asa public depositary and Federal 
fiscal agent, is substantially the same as section 402 (d) of title IV. 

Subsection (e), dealing with the tax status of the Corporation and 
its obligations, is substs intially the same as section 402 (e) of title IV, 
except a savings clause is added to indicate the continued applicability 
of the Public Debt Act of 1941. As used in this section, the word 
“Territorial” is intended to cover all Territories and possessions of the 
United States, as did the word “territorial” used in the corresponding 
subsection of title IV. 

Subsection (f), dealing with the display of signs and providing 
criminal penalties for violation of this subsection is a new provision 
designed to prevent misuse of devices approved by the Corporation 
for use of insured members, or to mislead the public ip an unwarranted 
belief that any entity is insured by the Corporation. It makes it 
unlawful to use or display any sign approved by the Corporation for 
use by insured institutions, any copy or imitation thereof, or any sign 

reasonably calculated to leave the impression that it is a sign used by 
insured institutions if such use is contrary to regulations of the C orpo- 
ration. Violators are subjected to a fine up to $5,000 or imprisonment 
up to 1 year or both. 

Subsection (g), restricting the use of any combination of the words 
Federal Savings and Loan Insurance Cor poration and prohibiting 
false representation of insurance by the Corporation, is very similar 
to 402 (g) of title IV, but increases the maximum fine to $5,000 from 
$1,000 for violation of the subsection. This increase is made in view 
of the possible serious consequences of the acts prohibited. 

Subsection (h), directing gradual retirement of the Corporation’s 
capital stock held by the § Secretar y of the Treasury, is the same as sec- 
tion 402 (h) of title IV, except an obsolete reference is deleted. 

Subsection (i), dealing w ith the Corporation’s authority to borrow 
from the United States “Treasury, is the same as section 402 (i) of 
title IV. The second proviso in the subsection was deleted, since 
payment of insured accounts is now made either by cash or by transfer 
of the account to another institution. 

Subsection (j) is a new provision prohibiting from service as a 
director, officer, or employee of a member institution any person con- 

victed of a criminal offense involving dishonesty or breach of trust. 
An exception to this prohibition is permitted with the written consent 
of the Board. For willful violation of the pr ohibition, the insured 
institution is subjected to a penalty of up to $100 a day for each day 
the violation continues. The penalty may be recovered by the Board 
by suit or otherwise for its own use. This provision is included to 
safeguard the trustworthiness of persons serving member institutions. 
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Section 404. Insurance of accounts and eligibility provisions 

Subsection (a), specifying the nature of accounts that can be insured 
by the Corporation, is the same as section 403 ( a) of title IV. 

Subsection (b), dealing with applications for insurance, is the same 
as section 403 (b) of title IV. 

Subsection (c), dealing with the criteria to be used by the Corpora- 
tion for granting or rejecting applications for insurance, is similar to 
section 403 (c) of title IV. It adds provisions expressly authorizing 
the Corporation to reject an application if it finds the character or 
nature of the applicant’s facilities for serving the public is inconsistent 
with the rendering of proper services. It also adds inconsistencies of 
sound home financing as a ground of rejection. The subsection ex- 
pressly adds certain factors to be considered by the Corporation in 
handling applications. These include the financial policies of appli- 

ants, the need for additional insured institutions in the community, 
and the effect upon existing insured institutions in the community of 
granting the application (by a clarification of language in the existing 
law concerning the financial condition of insured institutions). The 
subsection expressly grants the Board power to impose conditions 
precedent or subsequent to insurance, as it deems advisable in the 
public interest or for investor protection. This provision supplants 
the Board’s existing power to make adjustments it finds necessary in 
financial statements of applicants. ‘These provisions are designed to 
assist the Corporation in taking a proper action on applic ations for 
insurance. 

Finally, the subsection adds a provisions expressly validating condi- 
tions heretofore imposed on the granting of insurance. 

Subsection (d), dealing with the administration fee to be paid by 
applicants, is the same as section 403 (d) of title IV. 

Subsection (e) is a new provision requiring prior approval of the 
Corporation by regulation or otherwise, before an insured institution 
can become a party to any merger or consolidation, purchase assets 
from or sell them to any association of the savings and loan type, or 
cooperative or savings banks, or increase accounts of an insurable type 
through or in connection with purchase of assets. These provisions 
are intended to grant the Corporation regulatory authority it needs 
but does not at present clearly have. 

Subsection (b) is a new prov ision empowering the Corporation to 
make appropriate clarifications and define terms for the purposes of 
subsection (e) This will grant the Corporation the power needed to 
carry out the purposes of that subsection. 

Section 405. Premiums on insurance 

Subsection (a), dealing with insurance premium charges, is very 
similar to section 404 (a) of title IV. However, it adds a provision 
empowering the corporation by regulation to provide for premium ad- 
justments in case an insured institution is involved in a merger or 
consolidation, liquidation, or dissolution, or purchase of assets. Where 
an insured institution merges into another insured instituton, the 
merging institution may have only recently paid its insurance pre- 
mium, but the premium year of the surviv ing institution may begin 
shortly thereafter, so th: 1t, in part, there is a double payment of pre- 
mium. Similar maladjustments may occur in the other types of cases 
mentioned in the new provision in this subsection. The new provision 
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is designed to give the Corporation express statutory authority to make 

such adjustments as will prevent injustices and undue burdens. 
Subsection (b), dealing with the assessment of additional premiums 

to cover losses and expenses of the corporation is the same as section 


404 (b) of title IV. 
Section 406. Payment of insurance 

Subsection (a), dealing with the insurance entitlement of approved 
institutions, is the same as section 405 (a) of title IV. 

Subsection (b), dealing with the manner of payment of insurance on 
accounts, is very similar to section 405 (b). 


Subsection (c), placing a period of limitations on the time for en- 


forcing an insurance c laim against the Corporation is the same as sec- 
tion 405 (c) of title IV. 


Section 407. Termination of insured status 


This section, prescribing the procedure whereby the Board may end 
the insured status of an institution, is similar to section 407 of title 
IV. It differs as follows: The Board may initiate action under 
this section when, in its opinion, an insured institution has “engaged 
in or is engaging in” unsafe or unsound practices. Present law 
mits such action when the institution has “continued” such practices. 
Under present law, some question arises regarding how long a time 
the offending practices must have been pursued before the Board is 
justified in beginning i insurance termination proceedings. Since en- 
gaging in such practices for a very short time may substantially in- 
crease the Corporation’s risk as an insurer, the above noted change in 
terminology is justified. 

While the section continues the basic 120-day period for corrective 
action, with power in the supervisory authority to shorten the time, 
it adds an alternative shorter 20-d: vy period that may be invoked by 
the Board if it determines the Corporation’s insurance risk is unduly 
jeopardized. In emergency situ: itions, continued operation of the 
insured institution markedly increases the Corporation’s insurance 
risk. For example, where capital structure is so depleted that a with- 
drawable account exposure exists, or only a small amount of sound 
capital remains, the 20-day correction period should be invoked 
rather than depend on the discretion of the supervisory authority 
(who bears no insurance risk) to shorten the basic 120-day period. 
Section 408. Liquidation of insured institutions 

Subsection (a), dealing with Corporation action to aid in liquida- 
tion of insured institutions is the same as section 406 (a) of title IV. 

Subsection (b), dealing with authority of the Corporation to act as 
receiver for a Federal association in default, is very similar to section 
406 (b) of title 1V. However, it omits authority for the Corporation 
to act as conservator under such circumstances. Reference to con- 
servatorship is omitted because this status has as its general objective 
the preservation of assets, rather than their liquid: tion. It also em- 
powers the Corporation to purchase at public or private sale all or part 
of the assets of an association in default in the event the Corporation is 
appointed received. This provision will make it clear that the Cor- 


poration may protect its interests where assets might otherwise be sold 
at a sacrifice. 
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Subsection (c), dealing with the authority of the Corporation to act 
as conservator, receiver, or other legal custodian of an insured in- 
stitution in default that is not a Federal savings and loan association, 
is similar to section 406 (c) of title IV. However, it adds provisions 
expressly authorizing the Corporation to serve as joint rather than 
sole legal custodian in cases not involving Federal savings and loan 
associations and expressly authorizing the Corporation to accept ap- 
pointment in any of the capacities permitted by this subsection from 
the court or other public authority having the power of appointment. 
An express provision is added requiring the Corporation, when so 
serving, to pay insurance on insured accounts, and permitting it to 
abide by the powers and duties specified under its appointment by : 
court or other public authority in the event these prove to be incon- 
sistent with the powers and duties accruing to the Corporation in its 
capacity as receiver of a Federal association. Another provision is 
added, making it plain that the Corporation is empowered to purchase 
at public or private sale all or part of the assets of the non-Federal in- 
stitution in default, whether or not the Corporation is appointed as its 
legal custodian. This provision is added to enable the Corporation 
to protect its interests where assets might otherwise be sold at a 
sacrifice. 

Subsection (d), empowering the Corporation to exercise certain 
specified powers in connection with insured institutions in default, is 
similar to section 406 (d) of title IV. However, it does not restrict 
these powers to instances where the institution is being liquidated, be- 
cause the powers set forth are equally needed whether the handling of 
the insured institution in default actually proceeds to liquidation or is 
accomplished through mergers or other measures not involving 
liquidation. 

Subsection (e), deaiing with the Corporation’s annual report 
and records, is the same in effect as section 406 (e) of title IV, chang- 
ing only the style of wording regarding its area of applicability, in 
order to conform to the style used elsewhere in this act. 

Subsection (f), dealing with the Corporation’s powers to prevent 
default or to restore an insured institution in default, is similar to 
section 406 (f) of title TV. It extends these powers to prevention or 
restoration of an impairment in such an institution. This will en- 
able the Corporation to contribute or purchase assets in order to 
present a writedown of accounts, cure an impairment, or prevent 
other consequences of impairment, even though such action is not 
needed to prevent a default in the sense of appointment of a legal 
custodian for liquidation. This subsection also permits contribu- 
tions the Corporation finds reasonably necessary for the purposes 
expressed in the subsection, instead of limiting the extent of contri- 
butions to those reasonably necessary to save the expense of liquidat- 
ing the institution. This latter limitation in existing law has been 
found to be unduly narrow. 


Section 409. Regulation of holding companies 

This is a new provision making it unlawful for any company to 
acquire, on or after the effective date of this act, control of more than 
one insured institution. It also bars the Board, on or after that date, 
from approving an insurance application from any institution con- 
trolled or more than 10 percent of whose stock is owned by a company 
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that similarly controls or owns more than 10 percent of the stock of 
any insured institution or any applicant for insurance. 

Subsection (a) defines “company” to include corporation, partner- 
ship, joint-stock company, business trust, voting trust, association or 
similar organized group of persons, incorporated or unincorporated. 
It expressly excludes from the definition, however, the Federal Sav- 
ings and Loan Insurance Corporation, any company a majority of 
whose stock or shares is owned by the Federal Government or any 
State, the administrators of an individual’s estate, and the executor of 
an individual’s will. 

Subsection (b) bars approval by the Corporation of an insurance 
application from a subsidiary of a holding company that also directly 
or indirectly controls or holds with power to vote more than 10 per- 
cent of the stock of an insured institution or an insurance applicant. 
It permits the Board to terminate the insured status of such a sub- 
sidiary in the event its application for insurance is nevertheless ap- 
proved on or after the oftactive date of this act. In that event, the 

soard is directed to give at least 30 days’ written notice of intention 
to terminate to the institution, stating the ground for termination, 
and to fix a time and place for hearing on the question whether the 
application was approved in violation of this subsection. Procedures 
under section 408 of this act for termination apply from the point at 
which a hearing time and place is fixed. 

Subsection (c) makes it unlawful for a company, directly or in- 
directly, on or after the effective date of this act, to acquire control 
or more than 10 percent of the stock (with power to vote) of more 
than one insured institution; or to acquire such control or percentage 
of stock of any insured institution when it holds control or such stock 
ownership of another insured institution. It also makes unlawful the 
direct or indirect acquisition by a company of any stock in excess of 
any percentage of the stock of an insured institution that would cause 
the total holdings of the company to exceed 10 percent of the stock of 
such insured institution, in cases where the company continuously 
holds a percentage of the insured institution’s stock on and after the 
effective date of this section. 

Subsection (d) permits any money lender to acquire stock of an 
insured or applicant institution by way of enforcing a pledge or hy- 
pothecation securing a loan or in connection with liquidation of a 
loan, but makes it unlawful for the lender to retain any stock for more 
than 1 year if its acquisition by that lender would be unlawful under 
the other subsections of this section. 

Subsection (e) requires the Board to notify any company acquiring 
or retaining control or stock in violation of this section (in the Board’s 
opinion) that stock disposal proceedings will be brought if the offend- 
ing stock is not disposed of within 30 days, If the stock is not dis- 
posed of within that period, the Board should institute an action in 
the United States district court for the district where the company’s 
home office is located or in the United States District Court for the 
District of Columbia. The action should require disposal of the 
offending control or stock or both and should be prosecuted to final 
satisfaction. Necessary jurisdiction is conferred on the proper courts. 
No statute of limitations applies to bar the commencement of such an 
auction. Issues are triable solely by the court, which is granted power 
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to issue orders requiring the appropriate disposal. The action is to 
be brought by the Board in its own name. It may be prosecuted by 
the Board’s attorneys. Board expenses under this section are deemed 
nonadministrative. 

Subsection (f) subjects any company convicted of willfully violat- 
ing any provision of this section to a fine up to $10,000. 

Subsection (g) defines “stock” for subsections (b) through (e) as 
nonwithdrawable stock, underlying ownership stock (other than mu- 
tual shares in a mutual institution), permanent stock, guaranty stock, 
or stock similar in nature regardless of name. It also authorizes the 
Board to define by regulation the meaning of “directly or indirectly,” 
“stock of a similar nature” and other terms (other than “stock”) used 
in this section. These powers of definition are to be used to the extent 
deemed necessary by the Board to prevent evasion of the purposes or 
provisions of this section. 

The committee believes that regulations of holding companies in 
the savings and loan association field is essential to maintain the local 
community characteristics of these institutions. Congress took com- 
parable action last year in enacting legislation to regulate bank 
holding companies. 











TITLE VII. FEDERAL CREDIT UNION ACT 


Section 701 of this Financial Institutions Act of 1957 amends the 
Federal Credit Union Act as follows: 
Section 1. Short title 

The short title of “Federal Credit Union Act” is continued from 
section 1 of the present Federal Credit Union Act (hereinafter called 
FCU Act). 
Section 2. Definitions 

The definitions given “Federal Credit Union,” “Bureau,” and 
“Director” are the same in substance as the definitions of those terms 
in section 2 of the FCU Act. 


Section 3. Creation of bureau 

This is a new section, giving statutory status to the present Bureau 
of Federal Credit Unions in the Department of Health, Education, 
and Welfare, and placing it under the supervision of a Director ap- 
pointed by the Secretary of the Department of Health, Education, and 


Welfare. The section also provides that the Bur eau and the Director 
shall be under the general direction and supervision of the Secretary. 


Section 4. Federal credit union organization 
This section, prescribing the form of organization certificate for a 


Federal credit union is the same as section 3 of the Federal Credit 
Union Act. 


Section 6. Approval of organization certificate 

This section, providing for the criteria to be used in approving an 
organization certificate is the same as section 4 of the FCU Act. 
Section 6. Fees 


This section, providing for supervision fees to be paid by Federal 
credit unions is the same as section 5 of the FCU Act. 
Section 7. Reports, eceaminations, and audits 

Subsection (a), granting the Director visitorial powers over Fed- 
eral credit unions is the same as section 6 of the FCU Act. 

Subsection (b) is a new provision requiring an annual audit b 
independent individual or firm approved by the Director for Federal 
Credit Unions with assets of at least $100,000; and providing for an- 
nual audits by the Bureau of Federal Credit Unions with assets less 
than $100,000. The expense of Bureau audits are treated the same as 
examination fees, and therefore are assessed against the Federal credit 
union audited. Your committee deems the provisions of this subsec- 
tion advisable in order to encourage sound operation of Federal credit 
unions with a resulting measure of ; greater protection to their members. 
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Section 8. Powers 
This section, prescribing the corporate powers of Federal credit 
unions is the same as section 7 of the FCU Act. 


Section 9. Bylaws 

This section, granting the Director authority over organization 
certificate and bylaws, is similar to section 8 of the Federal Credit 
Union Act. It differs by deleting the obsolete date of June 26, 1934 
and substituting in its place “from time to time.” This change will 
make it possible to revise the standards for bylaws and organization 
certificates from time to time as deemed necessary. 


Section 10. Membership 
This section, prescribing the qualifications for membership in a 
Federal credit union is the same as section 9 of the FCU Act. 


Section 11. Members’ meetings 

This section, prescribing the procedure for annual and special meet- 
ings of Federal credit unions and voting by members, is the same as 
section 10 of the FCU Act. 

Section 12. Management 

This section, requiring that a Federal credit union be managed by 
a board of 5 or more directors, a credit committee of 3 or more 
members, and a supervisory committee of 3 members, and provising 
for the manner of their election, is the same as section 11 (a) of the 
FCU Act. 

Section 13. Officers. 

This section, providing for the manner of election and duties of 
officers of Federal credit unions, and requiring a bond from the 
treasurer, is similar to section 11 (b) of the FCU Act. It differs 
by permitting the election of more than one vice president, changing 
the name of the “clerk” to “secretary” and prohibiting compensation 
of any executive officer except the treasurer, instead of permitting 
compensation for all executive officers in accordance with the bylaws. 
These changes have been made for the following reasons. Due to 
growth in size and complexity of operations, some Federal credit 
unions have requested permission to provide for more than one vice 
president. The title “secretary” is more descriptive of the position 
now held by the officer called the “clerk.” Since the act already 
prohibits compensation for directors and committeemen, it is deemed 
udvisable also to prohibit compensation for any of the executve offi- 
cers other than the treasurer. Members of the credit and supervisory 
committees normally devote as much or more time to their duties than 
is required of the president, vice president, or clerk (secretary). The 
treasurer, however, is the general manager and should be compensated 
in proportion to the requirements of his duties and the ability of the 
Federal credit union to make payment. 

Services on the management staff of Federal credit union’s tradi- 
tionally has been on voluntary basis without compensation. It is be- 
lieved that the nonprofit and cooperative nature of Federal credit 
unions will best be preserved if its officials other than the treasurer 
continue to serve without compensation. If officers other than the 
treasurer are compensated, then credit and supervisory committee- 
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men should also be compensated. Such a development would tend to 
change the motivation for service in these positions and would tend 
to lead to commercialization of the operations. At present, bylaws 
of all Federal credit unions provide compensation only for the 
treasurer. One of the changes made in the present law by this sub- 
section will incorporate this principal in the statute. 


Section 14. Directors 

This section, specifying the duties of the board of directors, is 

similar to section 11 (c) of the FCU Act. It omits mention of their 
»ower to recommend the declaration of dividends, because this power 
is expressly covered in section 18 of this act. It also adds a provision 
for compensation of necessary clerical and auditing assistance re- 
quested by the supervisory committee. The supervisory committee 
is charged with responsibility for making internal audits of the affairs 
of the Federal credit union. Committee members serve without com- 
pensation. Usually they need clerical or professional aduiting as- 
sistance to carry out their full responsibilities in a satisfactory man- 
ner, but the committee presently lacks authority to authorize 
expenditure of funds for that purpose. It is important that the 
board of directors give full attention and support to the committees’ 
need for assistance. 

Section 15. Credit committee 

This section, providing for meetings of the credit committee and 
limiting the amount of loans that can be made to any member, is simi- 
lar to section 11 (d) of the FCU Act. However, it changes the dollar- 
formula limits prescribed for such loans so that no member is eligible 
to hold unsecured loans over $500 from a credit union, or to hold 
secured loans over $500 to an amount exceeding 10 percent of the 
credit union’s paid-in unimpaired capital and surplus (or such lower 
percentage as may be established from time to time by regulation 
issued by the director). In any event, if the paid-in unimpaired cap- 
ital and surplus of acredit union is $2,000 or less, no member can hold 
loans in the aggregate of more than $200, or such lesser amount as the 
director may from time to time prescribe by regulation. In exer- 
cising his regulatory authority under this section, the director may 
do so uniformly for all credit unions or uniformly by classes of credit 
unions. 

The effects of the changes made from existing law are principally 
twofold. They increase the unsecured loan limit for any one bor- 
rower to $500 from the $400 limit fixed in 1949. Federal credit unions 
have had considerable experience in making unsecured loans with good 
operating results. It must be borne in mind that these institutions 
can lend money only to their respective members, not to the public 
at large. A rise in cost of living since 1949 offsets in part the increased 
buying power represented by the $100 increase in the unsecured loan 
limit. Average weekly earnings and per capita disposable personal 
income have also increased during that same period, indicating a 
greater average ability to repay loans that are made with reasonable 
selectivity as compared with other financial obligations of borrowers. 

Other changes have the effect of providing specific authority for 
the Director to impose maximum loan limits by regulation. The pres- 
ent 10-percent limit on loans is not realistic for those Federal credit 
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unions that have reached considerable size. The granting of such 
authority to the Director is desirable to close the door to possible abuse 
of this situation. 


Section 16. Supervisory committee 


This section, setting forth the powers and duties of the supervisory 
committee of each Federal credit union, is the same as section 11 (e) 
of the FCU Act. 


Section 17. Reserves 

This section, dealing with reserves against losses required to be set 
aside and maintained by Federal credit unions, is the same as section 
12 of the FCU Act. 


Section 18. Dividends 


This section, providing for the maner of declaring dividends on 
shares in Federal credit unions; is similar to section 13 of the FCU Act. 
It differs as follows: Under it, dividends will be declared by the 
board of directors of the Federal credit union rather than by the 
members of the Federal credit union. The subsection will also permit 
dividends to be declared and paid semiannually if authorized by the 
bylaws of the Federal credit union. Finally, the dividend credit for 
each month will be accrued on fully paid up share calculated on the 
basis of payments made during the first 5 days of the month. 


Section 19. Expulsion and withdrawal 


This section, providing the method of expelling members of a Fed- 
eral credit union or permitting withdrawal from the Federal credit 
union by members, is the same as section 14 of the FCU Act. 


Section 20. Minors 


This section, permitting the issuance of shares in the name of a 


minor or in trust under prescribed conditions, is the same as section 
15 of the FCU Act. 


Section 21. Certain powers of director 


Subsection (a) through (h), dealing with powers of the Director 
as to the issuance of rules and regulations, the suspension or revoca- 
tion of charters, the involuntary liquidation of Federal credit unions, 
the appointment of liquidating agents, the examination of Federal 
credit unions in voluntary liquidation, the custody of books and records 
of Federal credit unions, the requiring of a bond from each person 
holding a position with a Federal credit union, requiring the receipt, 
payment, or custody of money or other personal property, and the 
duties of liquidating agents, are the same as section 16 of the FCU Act. 

Subsection (i) is a new provision, making it unlawful for an em- 
ployee of the Bureau to accept employment in any Federal credit 
union, within 2 years after leaving the Bureau, except upon ap- 
proval of the Director under regulations prescribed by him. For 
violation of this subsection a fine of not more than $10,000 or 
imprisonment for not more than 5 years, or both, is authorized. 
It should be noted that this provision is not made retroactive. 
Consequently, it is intended that it apply only to those who are em. 
ployees on the effective date of this act or become employees there- 
after. This provision is designed to prevent conflicts of interest from 
arising due to the impending employment in a Federal credit union 
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of a person then employed by the Bureau of Federal Credit Unions or 
a person recently employed by that Bureau. 


Section 22. Fiscal agents and depositories 


This section, empowering Federal credit unions to act as Federal 
fiscal agents and public depositories under prescribed conditions, is 
the same as section 17 of the FCU Act. 


Section 23. Taxation 


This section, dealing with the tax status of Federal credit unions, 
is the same as section 18 of the FCU Act. 


Section 24. Partial invalidity ; right to amend 


SeAneahhinte (a) and (b), which preserve the remainder of this act 
in case part of it is held invalid, and which expressly reserve the 
right to alter, amend, or repeal the act or any part of it, are the same 
as section 20 of the FCU Act. 


Section 25. Space in Federal buildings 


This section, permitting the allocation of space in Federal build- 
ings to Federal credit unions composed exclusively of present or 
retired Federal employees and members of their families, is similar 
to section 21 of the FCU Act. It differs by changing the test of 
eligibility of Federal credit unions for this treatment from those com- 
posed exclusively of Federal employees and their family members. 
Several Federal credit unions organized for the purpose of serving 
Federal employees have a few members who are no longer Federal 
employees because they have been retired. Such retired employees 
often wish to continue membership in the Federal credit union. In 
the opinion of your committee, this circumstance should not prevent 
the Federal credit union from being eligible to have office space in a 
Federal building. 

Section 26. Territorial applicability of act 

This section revises the provision in section 22 of the FCU Act 
concerning its territorial applicability. Under the revised provision, 
the act will apply in every State, Territory, and possession of the 
United States, the District of Columbia, the Pinesha Canal Zone, and 
the Commonwealth of Puerto Rico. Under this provision, the act 
will apply to any public bodies in the foregoing classifications now 
existing or hereafter created. 
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TITLE VIII—MISCELLANEOUS AMENDMENTS 


Section 801. Repealing provisions 

This section repeals all the present statutes specifically relating 
to the Comptroller of the Currency and national banks. Most of 
these statutes have been revised and reenacted in title I of the bill. 
The disposition of each statute whether reenacted, revised, or repealed 
follows: 

Title 12, United States Code, section 1 is revised and reenacted in 
section 1 of title I. 

Title 12, United States Code, sections 2 and 3 are revised and re- 
enacted in section 4 of title I. 

Title 12, United States Code, sections 4, 5, and 6 are revised and 
reenacted in section 5 of title I. 

Title 12, United States Code, section 
section 6 of title I. 

Title 12, United States Code, sections 8, 9, 9a, and 10 are revised 
and reenacted in section 7 of title I. 

Title 12, United States Code, section 11 is revised and reenacted in 
section 8 (a) of title I. 

Title 12, United States Code, section 12 is reenacted in section 9 
of title I. 

Title 12, United States Code, section 13 is reenacted in section 10 
of title I. 

Title 12, United States Code, section 14 is reenacted in section 11 
of title I. 

Title 12, United States Code, section 21 is reenacted in section 12 
of title I. 

Title 12, United States Code, sections 22 and 23 are reenacted in 
section 13 (a) and (b) of title I. 

Title 12, United States Code, section 24 is revised and reenacted in 
section 31 (a) and section 32 of title J. 

Title 12, United States Code, section 26 is revised and reenacted in 
section 14 (a) of title I. 

Title 12, United States Code, section 27 is reenacted in section 14 (b) 
of title I. 

Title 12, United States Code, section 28 is reenacted in section 14 (c) 
of title I. 

Title 12, United States Code, section 29 is reenacted in section 38 
of title I. 

Title 12, United States Code, section 30 is revised and reenacted in 
section 40 (a) of title I. 

Title 12, United States Code, sections 31 and 32 are reenacted in 
section 40 (b) of title I. 

Title 12, United States Code, section 33 is revised and reenacted in 
section 53 of title I. 
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Title 12, United States Code, section 34 is revised and reenacted 
in section 53 (e) of title I. 

Title 12, United States Code, section 34a is revised and reenacted 
in section 54 of title I. 

Title 12, United States Code, section 34b is revised and reenacted 
in section 55 of title I. 

Title 12, United States Code, section 34c is deleted because it con- 
tains definitions that are covered by section 2 of title I. 

Title 12, United States Code, section 35 is reenacted in section 56 
of title I. 

Title 12, United States Code, section 36 is revised and reenacted in 
section 39 of title I. 

Title 12, United States Code, section 37 is deleted because it con- 
tains obsolete definitions. 

Title 12, United States Code, section 38 is revised and reenacted 
in section 1 of title I. 

Title 12, United States Code, section 39 is deleted because it is 
obsolete. 

Title 12, United States Code, sections 40 and 41 are revised and re- 
enacted in section 70 of title I. 

Title 12, United States Code, section 51 is reenacted in section 
15 (a) and (c) of title I. 

Title 12, United States Code, sections 51a, 51b, and 51b-1 are re- 
vised and reenacted in section 20 of title I. 

Title 12, United States Code, section 51c, is deleted because it con- 
tains obsolete definitions. 

Title 12, United States Code, section 52 is reenacted in section 16 
of title I. 

Title 12, United States Code, section 53 is revised and reenacted in 
section 15 (b) of title I. 

Title 12, United States Code, section 54 is deleted because it re- 
lates to failure of a shareholder to pay installments due on stock. 
The requirement that 100 percent of a national bank’s stock must be 
paid in before commencing business makes this provision obsolete. 

Title 12, United States Code, section 55 is revised and reenacted in 
section 17 of title I. 

Title 12, United States Code, section 56 is revised and reenacted in 
section 22 (d) of title I. 

Title 12, United States Code, section 57 is revised and reenacted in 
section 18 of title I. 

Title 12, United States Code, section 58 is deleted because it dupli- 
—_ and overlaps provisions of title 12, United States Code, section 
57. 

Title 12, United States Code, section 59 is revised and reenacted in 
section 19 of title I. 

Title 12, United States Code, section 60 is revised and reenacted in 
section 22 (a), (b), and (c) of title I. 

Title 12, United States Code, section 61 is revised and reenacted in 
section 26 (c) of title I and section 33 of title IT. 

Title 12, United States Code, section 62 is revised and reenacted in 
section 23 of title I. 
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Title 12, United States Code, sections 63, 64, 64a, and 65 are deleted 
because they contain obsolete provisions dealing with the double lia- 
bility of national bank shareholders. 

Title 12, United States Code, sections 66 and 67 are reenacted in 
section 24 of title I. 

Title 12, United States Code, section 71 is revised and reenacted in 
section 26 (a) of title I. 

Title 12, United States Code, section 71a is revised and reenacted in 
section 25 of title I and section 23 (h) of title II. 

saa - United States Code, section 72 is reenacted in section 27 
of title I. 

eae - United States Code, section 73 is reenacted in section 28 
of title 1. 

elma m United States Code, section 74 is reenacted in section 26 (d) 
of title I. 

Title 12, United States Code, section 75 is revised and reenacted in 
section 26 (b) of title I. 

sian ag nited States Code, section 76 is reenacted in section 26 (e) 
of title I. 

Title 12, United States Code, section 77 is revised and reenacted in 
section 29 of title I. 

Title 12, United States Code, section 78 is reenacted in section 28 (g) 
of title IT. 

aa 12, United States Code, section 81 is reenacted in section 31 (b) 
of title I. 

Title 12, United States Code, section 82 is revised and reenacted in 
section 37 of title I. 

12, United States Code, section 83 is reenacted in section 41 of 
title I. 

Title 12, United States Code, section 84 is revised and reenacted in 
section 34 of title I. 

Title 12, United States Code, section 85 is revised and reenacted in 
section 35 (a) of title I. 

sane 12, United States Code, section 86 is reenacted in section 35 (b) 
of title I. 

Title 12, United States Code, sections 87, 88, and 89 are deleted 
because they contain obsolete provisions relating to circulation of 
national bank notes. The circulation of national bank notes has not 
been authorized since 1935. 

Title 12, United States Code, section 90 is revised and reenacted in 
section 42 of title I. 

Title 12, United States Code, section 91 is revised and reenacted in 
section 46 of title I. 

Title 12, United States Code, section 92 is revised and reenacted in 
section 45 (c) of title I. 

Title 12, United States Code, section 93 is reenacted in section 30 
of title I. 

Title 12, United States Code, section 94 is reenacted in section 69 of 
title I. 

Title 12, United States Code, section 95 is reenacted in section 65 
of title I. 

Title 12, United States Code, section 95b is reenacted in section 66 
(a) of title I. 
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Title 12, United States Code, sections 101, 101a, 102, 103, 104, 105, 
106, 107, 108, 109, 110, 121, and 122, are deleted because they contain 
obsolete provisions relating to the circulation of national bank notes. 

Title 12, United States Code, sections 121a and 122a, are revised and 
reenacted in last sentence of section 43 (f) of title II. 

Title 12, United States Code, sections 123, 124, 125, 126, 127, 131, 
182, 183, 184, 185, 186, 137, and 138 are deleted because they contain 
obsolete provisions relating to the circulation of national bank notes. 

Title 12, United States Code, sections 143 and 144, are revised 
and reenacted in section 68 of title I. 

Title 12, United States Code, sections 145 and 146, are deleted because 
they contain obsolete provisions concerning Treasury notes and 
gold and silver certificates. 

- Title 12, United States Code, sections 151, 152, and 153, are deleted 
because they contain obsolete provisions relating to the organization 
and functions of associations issuing gold notes. 

Title 12, United States Code, section 161, is revised and reenacted 
in section 52 (a) and (b) of title I. 

Title 12, United States Code, section 162 is deleted because it contains 
obsolete provisions relating to the oath verifying reports of national 
banks. 

Title 12, United States Code, section 163 is deleted and contains pro- 
visions requiring a report within 10 days after the declaration of 
dividend by a bank. The report of such dividends is contained in 
other reports made to the Comptroller, and there is no necessity to 
continue the requirement for this special report. 

Title 12, United States Code, section 164 is revised and reenacted in 
section 52 (c) of title I. 

Title 12, United States Code, sections 168, 169, 170, 171, 172, 173, 
174, 175, 176, 177, and 178 are deleted because they contain obsolete 
provisions concerning bonds issued in connection with the circulation 
of national bank notes. 

Title 12, United States Code, section 177a is reviséd and reenacted 
in section 805 (a) of title VITI. 

Title 12, United States Code, section 181 is revised and reenacted 
in section 58 (a) and (b) of title I. 

Title 12, United States Code, section 182 is reenacted in section 58 
(c) of title I. 

Title 12, United States Code, sections 183, 184, 185, and 186 are 
deleted because they contain obsolete provisions relating to national 
bank notes. 

Title 12, United States Code, sections 191 and 192 are revised and 
reenacted in section 59 (a) and (b) of title I. 

Title 12, United States Code, section 193 is reenacted in section 59 
(c) of title I. 

Title 12, United States Code, sections 194 and 196 are revised and 
reenacted in section 60 of title I. 

Title 12, United States Code, section 195 is deleted because it con- 
tains obsolete provisions relating to national bank notes. 

Title 12, United States Code, section 197 is revised and reenacted 
in section 61 of title I. 

ae United States Code, section 197a is reenacted in section 62 
of title I. 
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Title 12, United States Code, sections 198, 199, and 200 are reenacted 
in section 63 (a), (b), and (c) of title I. 

Title 12, United States Code, sections 203, 204, and 205 are reenacted 
in section 64 (a), (b), and (c) of title I. 

Title 12, United States Code, section 206 is revised and reenacted in 
section 64 (d) of title I. 

Title 12, United States Code, sections 207, 208, 209, 210, and 211 are 
reenacted in section 64 (e), (f), (g), (h), and (i) of title I. 

Title 12, United States Code, section 212 is deleted because it con- 
tains a separability and right to amend clause which is covered by 
sections 807 and 808 of title VIII. 

Title 12, United States Code, section 213 is reenacted in section 66 
(b) of title I. 

Title 12, United States Code, section 214 is deleted because it con- 
tains definitions covered by section 2 of title I. 

Title 12, United States Code, sections 214a, 214b, and 214c are 
revised and reenacted in section 57 of title I. 

Title 12, United States Code, section 221a is revised and reenacted in 
section 31 of title II. 

Title 12, United States Code, section 265, is revised and reenacted 
in section 39 of title ILI. 

Title 12, United States Code, section 377 is reenacted in section 35 
of title II. 

Title 12, United States Code, section 378 is revised and reenacted in 
section 44 of title I. 

Title 12, United States Code, section 481 is revised and reenacted in 
section 48 and 49 (c) of title I. 

Title 12, United States Code, section 482 is revised and reenacted in 
section 49 of title I. 

Title 12, United States Code, section 483 is reenacted in section 24 
(b) of title IT. 

Title 12, United States Code, section 484 is reenacted in section 24 
(d) of title II. * 

Title 12, United States Code, section 485 is revised and reenacted in 
section 39 (m) of title II. 

Title 12, United States Code, section 501 is reenacted in section 28 
(f) of title II. 

Title 12, United States Code, sections 541, 542, 543, 544, 545, and 
546 are deleted because they contain obsolete provisions dealing with 
the taxation of national bank notes. 

ae 12, United States Code, section 548 is reenacted in section 67 of 
title I. 

Title 12, United States Code, section 582 is deleted because it con- 
tains obsolete provisions relating to use of national bank notes as 
collateral. 

Title 12, United States Code, sections 1151 to 1322 are deleted 
because they contain obsolete provisions dealing with national agri- 
cultural credit corporations. The last National Agricultural Credit 
Corporation was liquidated in 1938, and the formation of new corpora- 
tions was prohibited by the Banking Act of 1933. 

Title 12, United States Code, section 1751la is deleted because it eon- 
tains obsolete provisions dealing with the establishment of the Bu- 
reau of Federal Credit Unions in the Federal Security Agency. 
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Title 12, United States Code, sections 1841 to 1848 are reenacted in 
chapter 9 of title II. [Note: The amendments to the Internal Reve- 
nue Code contained in sec. 10 of the Bank Holding Company Act of 
1956 are not repealed. | 

Sixty-second Statutes at Large, page 1291 (not in United States 
Code), is deleted because it provides authority to change reserve re- 
quirements until June 30, 1949. By its own terms, the statute is 
obsolete. 


Section 802. Federal intermediate credit banks 


This section repeals the authority for Federal intermediate credit 
banks to obtain confidential reports and information concerning na- 
tional banks from the Comptroller of the Currency. The present 
practice is for the Comptroller to make such confidential information 
available to the Farm Credit Administration, and the Administration 
turns over the information to the individual intermediate credit banks, 
The amendment would conform to the practice being followed admin- 
istratively. 


Section 803. Amendments to criminal code 


Subsection (a): Amends title 18, United States Code, section 220, 
which provides for a fine or imprisonment for an officer, director, em- 
ployee, agent, or attorney of any insured bank, of a Federal inter- 
mediate credit bank, or of a national agricultural credit corporation 
to receive any fee or gift for procuring a loan from any such institu- 
tion. The bill would amend this statute by deleting the obsolete ref- 
erence to national agricultural credit corporations and by extendin 
the statute to cover employees of institutions insured by the Federa 
Savings and Loan Insurance Corporation, of a Federal home-loan 
bank or member thereof, or of a Federal credit union. 

The committee believes that the Federal home-loan banks, their 
member institutions, institutions the accounts of which are insured by 
the Federal Savings and Loan Insurance Corporation, and Federal 
credit unions have the same need for the protection of this statute as 
institutions now named therein. Similarly, borrowers from such insti- 
tutions have the same need for protection as borrowers from the 
institutions now covered. 

Subsection (b) extends title 12, United States Code, section 655, to 
cover thefts by examiners of the Federal Savings and Loan Insurance 
Corporation. 

Subsection (c): Amends title 18, United States Code, section 657, 
to include within its coverage of embezzlement of the funds of certain 
institutions, employees of institutions which are members of the Fed- 
eral home-loan bank. The committee believes that the Federal Gov- 
ernment has a legitimate interest in the protection of the financial 
interest of members of the Federal Home Loan Banks. These member 
institutions are borrowers and prospective borrowers from the Federal 
home-loan banks and are subject to some degree of supervision and 
regulation by the Federal Home Loan Bank Board and the Federal 
home-loan banks. It is, therefore, desirable to broaden the statute in 
the manner suggested. 

Subsection (d) : Amends title 18, United States Code, section 709, to 
add the letters “U. S.” to the list of words which are prohibited from 
being used as a part of a business or firm name of a business entity 
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engaged in banking, loan, building and loan, brokerage, factorage, 
insurance, savings, or trust business. 

The use of the letters “U. S.” should be prohibited to corporations 
cm in the types of business specified in order that the public will 
not misled into believing that the corporation using these 
letters is a Government agency or is connected with a Government 
agency, or that its business, deposit liabilities or obligations are insured 
or guaranteed by the United States or any other instrumentality 
thereof. The need for this legislation was highlighted by the bank- 
ruptcy of the United States Trust & Guaranty Co. of Waflo, Texas, a 
corporation which accepted deposits and was not regulated or examined 
by any supervisory authority. 

Subsection (d) would also amend the sixth paragraph of title 18, 
United States Code, section 709, by deleting the obsolete reference 
to national agricultural credit corporations and by expressly pro- 
hibiting the use of the words “national bank” or “national banking 
association” as part of the business or firm name of any business entity 
not organized under the laws of the United States as a national 
banking association. 

There have been cases where a corporation not chartered as a 
national bank has used the words “national bank” in its business name. 
The use of the word “national bank” in such manner is likely to mis- 
lead the public to believe that such a corporation is a national bank, 
supervised and regulated by the Comptroller of the Currency. 

Subsection (e): Title 18, United States Code, section 1006, makes 
it a criminal] offense for an officer, agent, or employee of certain insti- 
tutions to make false entries with intent to defraud such institutions. 
The bill would amend this statute to extend its coverage to employees 
of members of a Federal home-loan bank. 

The Federal Government has a definite interest in extending the 
protection of this statute to Federal home-loan bank members, par- 
ticularly because section 1006 specifically includes cases where there 
is intent to deceive any officer, auditor, examiner, or agent of a depart- 
ment or agency of the United States. 

Subsection (f) would extend title 18, United States Code, section 
1906 to prohibit disclosure of information by examiners of the Federal] 
Savings and Loan Insurance Corporation. 

Subsection (g) would extend title 18, United States Code, section 
1909 to prohibit examiners of the Federal Savings and Loan Insur- 
ance Corporation from performing services for institutions. 

Subsection (h): Would amend title 18, United States Code, sec- 
tion 2118, to include Federal credit unions within the scope of the 
bank robbery statute. This amendment would be to the advantage 
of the Bureau of Federal Credit Unions and to the individual Federal 
credit unions as a deterrent to such crimes and would also permit 
the Federal Bureau of Investigation to assume jurisdiction which is 
now lacking. Also a reference to the National Housing Act is 
corrected. 


Section 804. First and Second Liberty Bond Acts 

Section 7 of the First Liberty Bond Act and section 8 of the Second 
Liberty Bond Act are amended by deleting the provision that the 
reserves required to be kept by national banks and Federal Reserve 
member banks “shall not apply to deposits of public moneys by the 
United States in designated - her Poe 
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Prior to 1985 the provisions of the Liberty Bond Acts relievin 
member banks from reserve requirements with respect to deposits o 
public moneys were fully effective. However, the Banking Act of 
1935 added a provision to section 19 of the Federal Reserve Act 
expressly requiring reserves to be maintained against deposits of pub- 
lic moneys, notwithstanding the Liberty Bond Acts. nsequently, 
it is desirable to eliminate the inconsistency between the provisions 
mentioned above. Section 41 (f) of title II of this bill requires that 
member banks maintain the same reserves against deposits of public 
moneys as they are required to maintain against other deposits. 


Section 805. Savings clause 


Subsection (a) : Since title I of this bill deletes all the obsolete pro- 
visions dealing with circulation of national bank notes, this subsection 
transfers to the Secretary of the Treasury all functions and duties 
relating to national bank notes which may still be outstanding. This 
subsection also contains a revision of title 12, United States Code, 
section 177a, concerning the cost of transporting and redeeming out- 
standing national bank notes and Federal Reserve bank notes. 

Subsection (b): Since the provisions of section 13 (b) of the Fed- 
eral Reserve Act, providing for industrial and commercial loans, is 
deleted from title II of this bill this subsection protects the power of 
the Federal Reserve banks to carry out agreements previously entered 
into. In addition, provision is made for the Federal Reserve banks 
to repay to the Secretary of the Treasury funds advanced to carry out 
the provisions of section 13 (b). 

Subsection (c) is a reenactment of the proviso clause in section 26 
of the present Federal Reserve Act. 

Subsection (d) provides that nothing in this act shall be construed 
as affecting any powers vested in the Secretary of the Treasury with 
reapers to gold. 

Subsection (e) provides a savings clause in connection with subsec- 
tion (c) of section 404 of the National Housing Act. The provision 
repealed provided that if an insured institution has paid a premium 
(other than additional premiums under subsection (b)), at a rate in 
excess of one-twelfth of 1 percent after June 30, 1949, it shall receive 
a credit on future premiums for the excess. The savings clause is 
necessary to protect the right to credit on future premiums for those 
institutions entitled to such credit. 


Section 806. Separability of provisions 

This section contains the standard separability of provisions state- 
ment and is applicable to the provisions of title I, II, and IIT of this 
bill. In other titles of the bill there are separate provisions of this 
type applicable to each title. 
Section 807. Right to amend 


This is a standard provision reserving the right to alter, amend, or 
repeal titles I, II, and ILI of this bill. The other titles of the bill have 
separate provisions of this nature. 
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CORDON RULE 


In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection 4 of rule X XIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connec- 
tion with this report. 














INDIVIDUAL VIEWS OF MR. DOUGLAS, MR. 
MONRONEY, AND MR. CLARK 


BANKING GIFTS TO PUBLIC OFFICIALS PROVISIONS 


We believe that the banking laws should keep federally insured 
banks out of politics, and we favor amendments to enforce this princi- 
ple. Such amendments were before the committee during its hearin 
and deliberations on the bill herein reported, but were not included in 
its provisions. Yet the chairman of the committee who conducted the 
committee’s investigation into the Illinois banking situation, Senator 
Fulbright, advocated these reforms on the basis of first-hand informa- 
tion as to their need. 

The committee conducted its investigation into the Illinois banking 
situation after Chicago newspapers had exposed thefts of State funds 
by the Illinois State Auditor, Orville E. Hodge, amounting to over 
a million dollars, through the connivance of an official of a federally 
insured bank. The committee approved this investigation in order 
to carry out our responsibilities in assessing the role of the Federal 
Deposit Insurance Corporation and the need for additional Federal 
legislation. 

The bill as reported contains technical improvements to correct de- 
ficiencies in the Federal banking statutes which the committee’s in- 
vestigation exposed. Thus the reported bill would (@) make it easier 
for the Federal supervisory agencies to remove bank officers and direc- 
tors who have engaged in unsound on (6) shorten the period 
for compelling compliance with FDIC regulations, and (¢) correct 
the flaw in the law which forced depositors of a federally insured bank 
which was closed to wait 7 weeks before getting paid off for the money 
they had on deposit. 

In addition to these technical improvements, the committee’s Hodge 
investigation clearly indicated the need for three major reforms in 
the banking laws. These are (1) provisions for regulations covering 
conflict-of-interest situations where Federal banking agency em- 
ployees, who work on a bank’s affairs, leave to accept employment 
with that bank, (2) provisions requiring the disclosure to banks (and 
hence to the Federal banking agencies) of the true ownership of fed- 
erally insured bank stock, and (8) provisions prohibiting what 
amount to payoffs by federally insured take and bankers to officials 
who exercise supervisory power over such banks, or who have author- 
ity to deposit publicly controlled moneys in these banks. 

The bill as reported includes provisions dealing with two of these 
necessary reforms; namély, the conflict-of-interest regulations, and re- 
quirements for disclosure of bank stock ownership. The committee 
bill is deficient, however, in that it contains no provision prohibiting 
payoffs to political officials with power to restrict or grant favors to 
federally insured banks. The committee’s Illinois investigation dis- 
closed numerous instances of political influence “hand in glove” with 
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political contributions. We consider banking operations of federally 
insured banks too much affected with the national interest to tolerate 
such a situation. 

The State auditor of Illinois supervises the State banks, the deposits 
of most of which are insured by the Federal Government. Orville E. 
Hodge, the State auditor during the years 1953-56, stole or otherwise 
misappropriated $2.5 million, much of it by cashing fraudulent State 
checks at the Southmoor Bank & Trust Company of Chicago. Be- 
fore being cashed by Hodge’s assistant, Edward Epping, these checks 
were approved for cashing by Edward A. Hintz, executive vice presi- 
dent of the Southmoor bank. Hodge, Hintz, and Epping are all 
currently serving prison sentences for their misdeeds. 

One of the questions to which the committee sought an answer was: 
How did Hodge obtain the complicity of a banker? We believe the 
answer lies in the mixing of politics with banking, induced by the fear 
of political regulation and the lure of lush, low-interest or interest- 
free deposits of publicly controlled money. 

The Southmoor Bank, of which Hintz was an officer, ran into dif- 
ficulties with the FDIC beginning in 1953, and these difficulties be- 
came more and more severe. ‘The primary trouble was that the bank 
was overloaned—it needed more deposits in relation to the amount of 
its loans outstanding. Thus Hintz could not incur the wrath of Hodge, 
the State banking supervisor, who had the power to close the bank, 
In fact, the evidence developed by the committee indicated that Hintz 
used Hodge to get more State deposits. The committee also brought 
out the fact that Hintz made cash gifts to political figures in order 
to secure additional publicly controlled deposits. This was borne out 
by the sworn testimony of Mr. Leon Marcus, majority stockholder 
of the Southmoor Bank, as follows: 


Mr. Watuace. And I believe you testified, and you correct 
me if this is not true, I believe you testified that Mr. Hintz 
was a good banker, that he got private deposits and public 
deposits ? 

Mr. Marcus. Yes, sir. 

Mr. Watuace. But in the process of doing this he had cer- 
tain expenses ? 

Mr. Marcus. Yes, sir. 

Mr. Wautace. And the purpose of these cash expenses 
which you wrote [checks for], and you discussed previously, 
were to help him get more public deposits and private de- 
posits ? 

* 2 is * * * * 

Mr. Marcus. More deposits. 

Senator Doueias. And you knew that this included public 
deposits ? 

a s * * s * o 


Mr. Marcus. I would say, “Yes.” 

Mr. Wauxace. Well, yes. 

Mr. Marcus. Naturally, if he had to spend some money for 
himself, expenses, or giving it away, I personally didn’t care 
what he did with the money as long as he brought in deposits. 
(Hearing on Illinois Bank Situation, pp. 981-982.) 
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The Southmoor Bank had publicly controlled funds on deposit and 
either the bank itself, Marcus, or Hintz made contributions to those 
with the power to allocate such funds. This was true in the case of 
(1) the Cook County Public Administrator, (2) the Cook County 
Treasurer, and (3) the Illinois State Treasurer. 

Contribution by banks and bankers to those who allocated publicly 
controlled deposits were by no means limited to this particular bank, 
however. The committee discovered that Illinois State Treasurers and 
Cook County Treasurers had collected money in some form from 
bankers and banks with public funds on deposit for at least the past 
10 years. These contributions were not inconsequential. In some 
cases, such as contributions to “welfare funds” and “golf days” spon- 
sored by officials who allocated these funds, the amounts were only a 
few hundred dollars, or even less, but they tended to occur annuaily. 
In one case, Hintz gave $4,600 to the Cook County Public Adminis- 
trator during the single year 1955. 

A national bank, itself, is prohibited by law from making contribu- 
tions in connection with any election. A State bank, as a corporation, 
is prohibited from making contributions in connection with a national 
election, thus permitting contributions for State and local political 
efforts. Therefore, as a first step, Congress should certainly subject 
FDIC-insured State banks to the same restrictions on political con- 
tributions as those which apply to national banks. Banks insured by 
the FDIC have no business in political campaigns of any kind. 

Of ever greater importance, Congress must enact laws to stop 
“oifts” to political figures by individual bankers, such as Hintz and 
Marcus, in return for public deposits. We should immediately outlaw 
these gifts by amending not the political contributions provisions of 
the banking statutes, but the bribery laws. Whether bankers make 
these gifts for political campaigns or personal use, they are a form of 
bribery and Congress should prohibit them. This would protect bank- 
ers from pressure put on by local officials and keep them from being 
sucked into bad situations like that in which Hintz found himself. 

Our amendments would, as the evidence in Llinois made clear, 
greatly purify banking from political influence. Deposits of public 
moneys have enormous value to banks and bankers. They are either 
interest-free if in demand accounts, or at very low interest rates if in 
time accounts. Banks can make large profits from handling such 
public money accounts. 

The prohibitions we suggest would remove the great temptations 
that are bound to result in this situation: (a) the temptation of the 
banker to try to influence or control] the State treasurer or oher public 
officer who handles the money so that he will choose that bank as a 
depositary; and (4) the temptation of the treasurer, auditor, or other 
like officeholder or candidate for such an office, knowing that he has 
favors to grant or withhold which are of great value to bankers, to 
shake them down for political contributions or even personal gifts. 

Surely the removal of temptation is one of the best means of pre- 
venting an improper banking practice. And in the face of the obvi- 
ous inadequacy of existing State laws, and the fact that the institu- 
tions affected are federally insured, the proposed amendments of the 
Federal law would seem fully justified, 
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Thus we plan to offer two amendments to accomplish the following 
objectives: (1) establish parity of political restrictions between Na- 
tional and State insured banks, and (2) prohibit banks and bankers 
from making gifts or contributions to any official who exercises super- 
visory or regulatory powers over banks, or who has authority to de- 
posit publicly controlled moneys in them. These amendments follow: 


1. S.—, to amend and revise the statutes governing finan- 
cial institutions and credit, is amended by inserting at the ap- 
propriate place the following new section : 

“SEC. tion 610 of title 18 of the United States Code 
is amended by inserting after ‘or any corpor: ition organized 
by authority of any law of Congress,’ the following: ‘or any 
bank, association, or other institution, deposits or accounts 
in which are insured by the Federal Deposit Insurance Cor- 
poration or the Federal Savings and Loan Insurance Cor- 
poration.’ ” 

2. Sec. —. Section 201 of title 18, U. S. C., is amended by 
inserting &(a)” after “Sec. 201’ " and inserting the following 
at the end of the section : 

“(b) It shall be unlawful for any bank or other institu- 
tion deposits or accounts in which are insured by the Federal 
Deposit Insurance Corporation or the Federal Savings and 
Loan Insurance Corporation or for any person w ho is an 
employee, officer, or director of such bank or institution, to 
make any gift, gratuity, or contribution in any form directly 
or indirectly to any elective or appointive official who exer- 
cises supervisory or regulatory powers over such bank or 
institution, or who has authority to deposit public moneys 
or trust funds in such bank or institution, or to any person 
who is a candidate for an office having any of such powers. 
Any person, corporation, or other institution convicted of 
violation of this section shall be fined not more than three 
times the amount or value of such gift, gratuity, or con- 
tribution.” 


BANK MERGER PROVISIONS 


We consider the committee bill provisions relating to bank mergers 
inadequate and intend to offer amendments on the Senate floor to 
strengthen the bill and make it effective. 

The basic differences between the committee bill bank merger pro- 
visions and the Celler bill (H. R. 9424, 84th Cong.) which passed the 
House of Representatives last year are found in the provisions for 
administration of the legislation and the legislative standards for pre- 
serving competition. The committee bill amends certain banking 
statutes, provides for the administration of the legislation by the 
Federal banking agencies and prohibits competition from being im- 
paired “unduly.” The Celler bill would have amended the Clayton 
Antitrust Act, give concurrent administrative jurisdiction to the De- 
partment of Justic and the Federal Reserve Board, and rely on the 
Clay ton Act test prohibiting the lessening of competition “substan- 
tially.’ 

The committee bill falls short of the legislative need in two m: vjor 
respects. First, it provides the competitive test of lessening competi- 
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tion “unduly” rather than the traditional Clayton Act standard of 
“substantially” lessening competition. Secondly, it gives the three 
Federal banking agencies sole administrative authority over bank 
mergers, by passing the Department of Justice entirely. We intend to 
propose to the Senate that the Clayton Act test, with solvency safe- 
guards, be applied to all mergers involving insured banks and that the 
approval of the Attorney General be required before a bank merger 
may be consummated. 

We support the provision of the bill requiring the three Federal 
banking agencies to pass on bank mergers within their respective 
spheres of operation. Thus, prior consent would be necessary from 
the Comptroller of the Currency if the continuing bank is a national 
bank, the Federal Reserve Board if the continuing bank is a State 
member bank, and the Federal Deposit Insurance CG orporation if the 
continuing bank is a nonmember insured State bank. Similarly, 
we do not propose to amend the present provision of the bill requiring 
the three banking agencies to consider the banking factors of each 
merger as set forth in section 6 of the Federal Deposit Insurance Act. 
It is entirely proper that these agencies should initially process the 
mergers of banks, which are already within their respective examining 
jurisdictions, and examine the banking aspects of each transaction. 

But granting authority to the three Federal banking agencies to 
approve or disapprove mergers, without the concurrence of the 
Department of Justice, is not enough to assure that competitive factors 
will be given sufficient weight. The main purpose of the examining 
functions of the banking agencies is to assure the financial health of 
the banks for the protection of depositors. Obviously, if a bank has 
less competition, it can more easily keep itself financially healthy, 
but this may be done at the expense of the public which depends on 
competition to keep charges low and progress in process. 

We do not necessarily level any charges of bad faith or promonopoly 
philosophy to the Federal banking agencies, because their main con- 


cern is to protect depositors, but it 1s a fact that they have apparently - 


worried very little about the increasing number of bank mergers. 
Only after the House passed the Celler bill covering bank mergers by 
asset. acquisition under the Clayton Antitrust Act, did they “finally 
come up with a bill, themselves. The provisions of their bill are 
included in the bill reported by the committee. 

Aside from a lack of le ‘adership toward stemming the recent tide 
of bank acquisitions, these agencies have a record ‘of disapproving 
mergers under the present laws which could hardly be called vigorous. 
Since 1950, for example, the Comptroller of the Currency had ap- 
proved some 460 mergers. Disapprovals were made as follows: 


Number of | Number of 








Year formal dis- | informal dis- 
} approvals approvals 
1950 0 0 
1951. | 0 0 
1952... 4 paseé | 0 1 
1953... — 0 0 
1954... 1 3 
1955... rene ee ain squgdellcnpeniainnbannneeatmndibbedaese tae thea & 4 
Tetii cal. wsld. detested eelbeed ales éiinchtndtonka incuba’ 9 | 13 
22 
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Thus, with only 9 formal disapprovals and 13 informal disapprovals, 
the Comptroller has approved between 96 and 98 percent of all mergers 
during the 6 years, 1950-55, In 1956, the Comptroller approved 105 
and dissaproved 3 or 4 mergers. 

The Federal banking agencies plead that they had insufficient legis- 
lative criteria upon which to base disapproval of mergers. But their 
bill, and their testimony in favor of it, shows only too clearly that 
they consider the need for competition a mere headache—they have 
no feeling or belief in its need. 

The bill recommended by the agencies and reported by the commit- 
tee throws out the standard Clayston Act test of “substantially” lessen- 
ing competition, and substitutes the word “unduly.” The agencies 
make no bones about the intent of the new word. It is meant to be 
a softer test. Mr, H. Earl Cook, Chairman of the FDIC, stated dur- 
ing our hearings last year : 

We believe that it is essential * * * that the Corporation be 
free to act in transactions which are in public interest, not- 
withstanding the fact that there is a substantial lessening of 
competition that does not reach the stage of lessening competi- 
tion * * * 

Use of the word “unduly” could bring about a whole new series of 
court cases to determine its judicial interpretation. And, in the final 
analysis, in view of the agencies statements about its intent, the courts 
may very well decide that the word “unduly” is a relative term, out- 
side the bounds of legal definition, and gives limitless discretion to the 
banking agencies which have demonstrated their lack of zeal for com- 
petition. 

Our proposed amendments would require the banking agencies to 
consult with the Attorney General on the competitive and monopo- 
listic aspects of each bank merger. The present provisions of the bill 
give the banking agencies discretionary authority to consult with the 
Attorney General. We agree with the testimony of the Department 
. of Justice that the agencies should consult the Attorney General in 
every instance so that the enforcement of the statute shall be uniform 
and in line with the enforcement of the other antitrust laws. 

During committee consideration of this legislation we favored 
an amendment under which the Attorney General could not give con- 
sent to a merger if he found that the effect of the transaction would 
be to lessen competition substantially. It is important to have the 
objective opinion of the Attorney General because his office is thor- 
oughly familiar and concerned with the competitive and monopolistic 
problems of our country. The Federal banking agencies tend to be 
more concerned with the financial condition and soundness of banks 
than their competitive position. 

When our amendments were presented to the committee for con- 
sideration, objection was raised on the ground that the Attorney Gen- 
eral would only examine the question of whether there was a sub- 
stantial lessening of competition and not take cognizance of other 
important factors involving financial solvency of a bank and the 
protection of depositors’ accounts. We pointed out that the United 
States Supreme Court in the /nternational Shoe Company case (280 
U. S. 291) had held that under certain conditions the merger of a 
failing corporation would not violate the intent of the Clayton Act. 
The majority of the committee believed that the interpretation was 
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too narrow to adequately cover situations where a bank was in finan- 
cial difficulties. 

In an attempt to put to rest any fears that the Clayton Act test 
might prevent mergers of banks which might otherwise fail, we will 
modify our amendment to permit the Attorney General to grant 
consent to a merger even though there may be a substantial lessening 
of competition if he finds that the merger is necessary to prevent the 
“probable failure” of one of the banks involved in the transaction. 
This modification should provide ample protection to the depositors 
and the community concerned where a bank is likely to be in a failing 
condition. 

The amendments to S. 1451 which we intend to propose are as 
follows: 

On page 154, section 23, line 6, strike out the words “to lessen com- 
petition unduly or to tend unduly” and insert in lieu thereof “sub- 
stantially to lessen competition or to tend.” 

On page 164, section 23, line 11, strike out the word “may” and in- 
sert in lieu thereof “shall.” 

On page 164, section 23, line 15, add the following sentence after the 
period at the end thereof : 

If the Attorney General finds that the effect of the pro- 
posed transaction may be substantially to lessen competition 
or to tend to create a monopoly, consent shall not be given 
under this subsection unless the Attorney General finds fur- 
ther that such a transaction is necessary to prevent the 
probable failure of one of the banks concerned. 


Pau Dove.as. 
A. S. Mrxe Monroney. 
JosEerH S. CLARK. 






ADDITIONAL VIEWS OF MR. DOUGLAS AND 
MR. CLARK 


ELIMINATION OF CUMULATIVE VOTING 
REQUIREMENTS 


The National Bank Act was amended in 1933 to provide for cumula- 
tive voting by shareholders in the election of directors of national 
banking associations. A series of amendments were enacted that 
year to correct deficiencies in the act that had permitted excesses 
and bad practices to be indulged in by some banking institutions. 
Among the various strengthening devices adopted were the provi- 
sions for the insurance of deposits and the cumulative voting for 
the election of directors. Since that time, national banking associa- 
tions have successfully operated and prospered with this provision 
in effect. 

This bill includes provisions which would eliminate the present 
mandatory requirement for cumulative voting and make cumulative 
voting permissible only if the articles of association of each individual 
institution so provide. In order to amend the articles of associa- 
tion to permit cumulative voting, a favorable vote by the majority 
of shareholders would be required. This affords no protection to the 
minority as the majority will be very reluctant to approve any such 
amendment to the articles. Moreover, if the cumulative voting privi- 
lege is included in the articles, it is elementary that it may be voted out 
at any time by the majority. The practical effect of these provisions 
would be to eliminate entirely the privilege of cumulative voting. 

The advocates of this bill in their testimony before the committee 
made no case for the restriction of cumulative voting. Naturally, 
there have been cases where the election of a director by the cumulative 
method has introduced divergent ideas and possibly discord into a 
board of directors. Most often this is all to the good. Too often the 
directors are handpicked, favorable to management, and possess no 
tendency to assert real direction or policy. The testimony fails to 
reveal any real abuses or bad effects emanating from the right of 
cumulative voting. 

The provisions of the reported bill which would make cumulative 
voting for National bank directors permissive rather than mandatory 
were opposed by the Federal Reserve Board at committee hearings. 

There is a need in this country for more democracy in our corporate 
structure rather than less. Those controlling a corporation at any 
one time have through their inside position a strong headstart in 
perpetuating their control even though this may not be efficient or 
wise. Cumulative voting for directors is the only method of voting 
which assures minority stockholders some representation of boards 
of directors and some firsthand knowledge of. what is going on. It 
does not enable the minority stockholders to take control, but only 
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to have a voice in and to be apprised of the decisions that affect not 
only the stockholders but depositors and the community as well. Di- 
rectors of banks must be considered as trustees and as such there 
should be no hesitancy on the part of management and the majority 
shareholders to have the close and careful scrutiny provided by di- 
rectors elected by minority shareholders. 

The adoption of the cumulative voting provisions in this bill would 
mean less democracy in our banking system, the perpetuation of 
management, and the exclusion of minority interests. It is bad legis- 
lation and should not be adopted. 


Paut H. Doveuas. 
JOSEPH S. CLARK. 




















ADDITIONAL VIEWS OF MR. DOUGLAS AND 
MR. MONRONEY 


FEDERAL SAVINGS AND LOAN BRANCH PROVISIONS 


We believe that Congress should not adopt laws which are designed 
to restrict free competition in our private enterprise system unless 
they are in the public interest. 

S. 1451, as reported, contains provisions which would restrict 
branch operations of Federal savings and loan association in 24 States, 
particularly in the suburban, small community, and remote areas which 
do not now have adequate facilities for thrift gathering and home 
financing. It would do so by prohibiting the establishment of Federal 
savings and loan association branches in States which prohibit branch- 
ing privileges in State savings and loans and mutual savings banks. 
This would create a situation which gave competitive advantages to 
commercial banks over Federal savings and loans. 

If Congress wishes to permit the competition of Federal savings 
and loan associations with commercial banks for thrift accounts and 
home financing, it should place the branch powers of Federal savings 
and loan associations upon a parity, not only with States chartered 
savings and loan associations and mutual savings banks but also with 
the branching privilege of commercial banks which engage in thrift 
gathering and home financing. 

The commercial banks are also doing an admirable job in the pro- 
motion of thrift and are doing more and more in the home financin 
field. But competition is not only in the public interest but healthy 
for the institutions involved. One representative of the Home Loan 
Bank Board observed that where new facilities have been approved in 
an area, existing institutions have continued to prosper and, in some 
instances, have had even better and more healthy growth than before. 
Further it is believed that not one branch office which the Board has 
approved has lacked justification on the basis of the community’s need. 

In the following States, under the committee bill, Federal savings 
and loan associations could not be granted branches: 


Alabama Kentucky North Carolina 
Arkansas Michigan North Dakota 
Florida Mississippi South Carolina 
Georgia Montana South Dakota 
Idaho Nebraska Tennessee 
Tilinois Nevada West Virginia 
Towa New Hampshire Wisconsin 
Kansas New Mexico Wyoming 


Total: 24 States. 

Source: P. 33 of 1955 hearings. 

Federal savings and loan associations should have the same right 
to branches that commercial banks have, and Federal savings and loan 
associations should have these branching privileges in States where 
banks have holding companies or a chain or group banking system. 
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If the bill were amended to permit branching privileges to Federal 
savings and loan associations only in States where commercial banks, 
as well as savings and loan associations and savings banks have 
branches, then a Federal savings and loan association could not have 
branches in the following States, according to data furnished by the 
Home Loan Bank Board: 


Arkansas Kentucky South Dakota 
Florida Montana West Virginia 
Illinois Nebraska Wyoming 
Iowa New Hampshire Wisconsin 
Kansas North Dakota 


Total: 14 States. 


Source: P. 33 of hearings on S. 972, 84th Cong., 1955. 


Thus, the number of States in which Federal savings and loan asso- 
ciations could not have branches would be reduced from 24 to 14. In 
other words, 34 States, rather than the 24 States under the committee 
bill, could be served by branches of Federal savings and loan associa- 
tions. 

If, in addition to parity with commercial banks, State-chartered 
savings and loan associations and mutual savings banks, an amend- 
ment to the committee bill cont: ining a provision whereby the opera- 
tion of chain, group, or affiliated banking would be deemed to be branch 
banking within the meaning of the bill. then Federal savings and loan 
association could establish branches, according to the Home Loan 
Bank Board, in all States except the following: 


Montana West Virginia 
New Hampshire Wyoming 


Total: 4 States. 


Source: P. 33 of hearings on S. 972, 84th Cong., 1955. 


According to a staff report to Subcommittee No. 5 of the Committee 
on the Judici: ary of the House, set forth on page 55 of the hearings 
on S. 972, 84th Congress, in 14 States group banks held over 20 
percent of the deposits of all commercial banks in the same State. 
Thus, at the same time that these giant holding companies, which do 
a large percent of the banking business in their State, can buy up 
banks and increase their control, the committee bill would not allow the 
established Federal savings and loan associations to have branches. 
This would limit competition. In order for a savings and loan associ- 
ation to compete, it would be necessary to start from the ground up. 
To develop some degree of competitive banking in these holding- 
company States, some Federal protection should be given to the Fed- 
eral savings and loan associations, 

The majority apparently takes the position that it should be left 
to the States to determine whether our citizens should have thrift and 
home-financing facilities. This position, if adopted by Congress, 
would be a complete reversal of its well-established policy that provi- 
sion for adequate thrift and home-financing facilities is a most impor- 
tant function of the Federal Government. We wish to cite a few ex- 
amples of this policy. The Congress has authorized the GI loan pro- 
gram, the Federal Housing Administration, the FNMA, the Home 
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Owners’ Loan Corporation, the insurance of savings, the Federal 
Home Loan Bank System, and the chartering of Federal savings and 
loan associations. Up to the present time, Congress and the courts 
have not permitted or allowed any of these Federal functions to be 
nullified by State law. 

On the contrary, Congress prescribed that the Home Loan Bank 
Board, in setting up Federal savings and loan associations, should 
adopt the best practices of local mutual thrift and home-financing 
institutions in the United States. The Home Loan Bank Board has 
not required or permitted Federal associations to be established in 
each State pursuant to the varied laws of each State, but has taken 
the best practices and incorporated them into a uniform system. It 
would hamper unduly the Federal program and not be in the public 
interest to do otherwise. 

Congress was right in its determination that savings and loan asso- 
ciations should receive Federal sponsorship as an important segment of 
the Nation’s thrift and home-financing program. All savings and 
loans have assets in excess of $43 billion and are now providing nearly 
40 percent of all home financing in the United States, the largest single 
source of homeowner’s credit. In 1954 they financed home purchas- 
ing, home construction, home repairs, and mortgages for over 1 mil- 
lion American families in a total sum exceeding $8 billion. 

Since their functions are limited to thrift and home financing, they 
are specialists in this field. It is their sole function to attract sav- 
ings, garner thrift, and finance and service home mortgages. These 
are the facilities now made available throughout the Nation by Con- 
gress that the committee bill would hamper and restrict in about half 
the States and thereby deprive many of our citizens of these facilities. 

Numerous communities would suffer by the enactment of these pro- 
visions. The people of these communities will remain unserved if 
branches are restricted. This is true because, in new suburban com- 
munities, there is not yet a group of public-spirited citizens interested 
in the organization of a savings and loan assocation, or because the 
community may not be large enough to support the growth of a new 
association to a sufficient extent to be of benefit to the community with- 
in a reasonable time. 

The Home Loan Bank Board administers the Federal Savings and 
Loan Insurance Corporation which insures the safety of investments 
in savings and loan associations and 11 regional Federal home loan 
banks which make loans to these institutions. The Board, therefore, is 
just as much concerned, or more concerned, than State officials, to see 
that no area is overpopulated with financial institutions, and the Board 
imposes a rigid test before granting a branch. This test determines 
that a branch will not injure existing thrift and home-financing in- 
stitutions. 

The McFadden Act granted power to national banks to have 
branches in accordance with State law and is relied on by the majority 
report as a precedent to similarly restrict Federal savings and loan as- 
sociations. But the problems are not parallel. Federal savings and 
loan associations are limited in their lending to a radius of 50 miles 
from their home office. They cannot become a giant monopoly or 
dominate the financial field in any community or area. They are 
mutual institutions owned by the persons who use their facilities; and 
when a mutual institution takes in branches, the investors in the 
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branches are equal owners along with the original group. Unlike some 
other forms of banking, as Federal savings and loan associations ex- 
pand, control is diffused among more people and the benefits are ex- 
tended to greater numbers. Therefore, because of their peculiar nature 
far from promoting monopoly, the expansion of savings and loan as- 
sociations extends public participation, widens the area of service, and 
diffuses power. This promotes democratic control and helps competi- 
tion, both major goals of Federal banking policy. 

Independent banks also can go into small communities because of 
their diversified functions, but because of the specialized function of 
savings and loan associations, it takes a considerably larger community 
to support an independent association. 

It is clear from the testimony in the hearings that the branch-grant- 
ing authority of the Home Loan Bank Board has not been abused. 

Branches of Federal savings and loan associations are not granted 
unless it is determined by the Board that a need exists in the com- 
munity to be served and that the granting of a branch will not cause 
injury to existing thrift and home-financing institutions. They are 
not granted on a basis of furthering the interest of the association. 
Thus the test is necessity and public interest, service to the community 
and the public in general. 

The Home Loan Bank Board provides for a formal hearing before 
a branch is granted, although this is not required by law. National 
bank branches are granted administratively without hearing. 

Further indication that the Board exercises its authority to grant 
branches cautiously is shown by comparisons with branches of other 
financial institutions: 


Tabulation of branches, Dec. 31, 1954 





Number of 
Number of Number of | branches for 





institutions branches each 100 
institutions 
reel |_ 4 Je Ls BRL. es 
| 

Federal] savings and loan associations -_ __ Seat eee a 1, 640 262 16 
Banks, member of Federal Reserve System.-___.__-._____- intel 6, 660 4, 610 69 
All banks. ; é ante Da biabitoesddenkuwe ; 14, 367 6, 416 45 
ee VID TI hc cicdelk commerce ill 527 | 308 | 48 








Source: P. 37 of hearings on S. 972, 84th Cong., 1955. 


The great rank as file of savings and loan members are working 
people. The average savings account is small. The majority of 
members who come to their officers are women. It is difficult for them 
to leave their homes in the residential suburbs to conduct these small 
transactions downtown. There is a natural temptation to spend, 
rather than save. Access to convenient facilities, with constant urg- 
ing to use them, is an important factor in establishing the savings 
habit. 

What is happening in the great metropolitan centers and to some 
degree in the cities of lesser size is, of course, an expansion of popula- 
tion in the suburbs and the growth of new communities in the suburbs. 
The cities themselves are not growing, and in some cases have a shrink- 
ing population. The adoption of the committee bill provisions would 
be inconsistent with this well-defined trend. Banks could have 
branches in these suburban areas in many States where discriminatory 
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State laws prohibit branches for savings and loan associations. There 
has been no dispute over the fact that the need for savings institutions 
and home financing exists and is increasing. Is it an answer to dele- 
gate the Federal function of encouraging thrift and assuring adequate 
home financing to the States on this one function ? 

The testimony at the hearings did not contend that branches of 
Federal savings and loan association were evil or unsound. No mem- 
ber or customer of a Federal savings and loan association has com- 
plained bout branches. The Home Loan Bank Board opposes these 
provisions. State-chartered savings and loan associations as well as 
Federal savings and loan associations oppose these restrictive pro- 
visions. It would appear, from the testimony, that the only groups 
who favor these provisions are those in direct competition with Fed- 
eral savings and loan associations for savings and home loans. 

For these reasons, we believe that the provisions of the committee 
bill relating to Federal savings and loan branches should not be ap- 
proved unless amended to pr ovide effective competition for commercial] 
banks in the savings and home-financing field. 

Paut H. Dovae.as, 
A. S. Mrxn Monroney. 
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Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to S. Res. 170, 84th Cong., 2d sess., as extended by S. Res. 84, 85th 
Cong.} 


AcTIvITIES FOR 1956 AND Views or FEDERAL JUDICIARY ON EFFICACY 
oF THE ANTITRUST LAWs 


Prepared by Subcommittee on Antitrust and Monopoly 


This document covers the activities for 1956 of the Subcommittee 
on Antitrust and Monopoly, and includes a staff study of confidential 
replies by members of the Federal judiciary to questionnaires sent to 
them by the subcommittee requesting their views on the efficacy of 
the antitrust laws. It is felt that an appraisal of the attitude of the 
Kederal judiciary is important in the subcommittee’s study of these 
laws. Because the judges were advised that their comments would 
not be ascribed to any particular judge, the comments and quotations 
used are not attributed to any individual. 

Because of the pressing need for a survey of the antitrust laws, 
Senate Resolution 61 was adopted on March 18, 1955, and the Sub- 
committee on Antitrust and Monopoly shortly thereafter began its 
work under the chairmanship of the late Senator Harley M. Kilgore. 
During the Ist session of the 84th Congress, a great deal of progress 
was made, but the need for more study was apparent. The Senate, 
therefore, on February 21, 1956, authorized a new appropriation, 
pursuant to Senate Resolution 170. 

Following Senatore Kilgore’s death in February 1956, Senator 
Joseph C. O’Mahoney was named acting chairman of the subcom- 
mittee, continuing to the end of the 84th Congress in this capacity. 
The subcommittee, under his direction, continued to analyze important 
antitrust problems in order that Congress might have full factual 
information at its disposal before further antitrust legislation is recom- 
mended, 
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On January 22, 1957, Senator Estes Kefauver became chairman of 
the subcommittee. 

Senate Resolution 170 authorized the expenditure of $207,250 by the 
subcommittee for the 11-month period March 1, 1956, to January 31, 
1957, inclusive. This total was based on an annual figure of $225,000. 

Since this appropriation had not yet been approved when the 1955 
resolution (S. Res. 61) expired, a continuing resolution was passed on 
February 8, 1956, permitting an expenditure of $27,146.05 from the 
contingent fund of the Senate for the month of February. During 
that month, the subcommittee spent $20,575.55 and returned the 
unexpended balance of $6,570.50. 

Of the $207,250 appropriated for the subcommittee’s activities for 
the past session, it is estimated that about $13,500 will be returned. 

While the Senate was in session last year the subcommittee’s 
expenses averaged about $20,000 a month. ‘This was reduced after 
adjournment to about $16,000 a month, due to the fact that hearings 
previously planned were postponed because of election-campaign 
commitments of subcommittee members. Because of the curtailment 
of cone and related activities, a substantial cutback in staff was 
made. 

During the 1st session of the 84th Congress, the subcommittee 
operated under a budget of $200,000 for a 9-month period. During 
the past session, the subcommittee operated under a budget of 
$225,000 for a 12-month period. In January 1956, at the expiration 
of the first appropriation, the subcommittee employed 19 professional 
and 13 clerical personnel as compared with 13 professional and 9 
clerical personnel employed at the end of January. 

One of the more important subjects on the agenda of the subcom- 
mittee has been and continues to be the problem posed by business 
size and concentration, and the evident inadequacy of present laws 
to deal therewith. The approach of the subcommittee has been from 
three directions: 

First, it was necessary to develop an understanding of the role of 
big business in our modern industrial society. For this purpose, as 
mentioned elsewhere in this report, the largest corporation in the 
United States—General Motors—was selected as the subject of an 
extensive case study based upon hearings supplemented by staff 
investigation. 

Second, it was necessary to develop comprehensive and sys- 
tematic analyses of the extent of concentration for the entire economy 
on an industry-by-industry and product-by-product basis, to serve 
as a factual foundation for identifying those areas or fields in which 
excessive business power may exist and for the consideration of pro- 
posals for dealing with this basic problem. This has required prepara- 
tion of a statistical study of unprecedented scope and intensity in the 
field of industrial concentration. The basic information is being pre- 
pared at the specific request of the subcommittee by the Bureau of the 
Census from the 1954 census. As part of this compilation the sub- 
committee hopes to have available for the first time a statistical anal- 
ysis of the extent to which industrial mergers may have contributed 
to the problem of business size and concentration. Some of the data 
has already been submitted to the subcommittee and the full study 
will be completed shortly. The subcommittee plans to issue a report 
incorporating this information and analyzing its significance from the 
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antitrust standpoint. This report is to be supplemented by additional 
studies along the same general line based upon other sources of such 
data. 

Third, with.this body of factual information in hand, the subcom- 
mittee plans to hold hearings dealing with various aspects of the con- 
centration question, including a review of the several legislative pro- 
posals which have been made. 

During the past year, the subcommittee issued three staff reports 
covering matters which had been the subject of public hearings and 
intensive study, with a fourth to be issued shortly. One of the areas 
of investigation led directly to the passage of a law affecting the rela- 
tionship of automobile dealers and manufacturers. 

In April, the subcommittee issued its staff report, Bigness and 
Concentration of Economic Power—A Case Study of General Motors 
Corporation. The report found that General Motors has the ability 
to utilize its tremendous financial power to the detriment of competi- 
tion. It has been able to enter new fields by acquiring established 
companies. By financing the sale of its products through wholly 
owned finance companies, it has consolidated its position in the 
various fields it has entered, and by undertaking advertising expendi- 
tures which no firm of lesser size can afford, it has assured itself of 
consumer acceptance of its products. Because of the integrated 
character of the corporation and because of the dealer-franchise 
system, many of the corporation’s activities are sheltered from meeting 
the test of the market. The report questioned whether one acquisi- 
tion, that of the Euclid Road Machinery Co., should not have been 
challenged by the Department of Justice, and whether the firm’s 
activities in another industry, motorbuses, did not call for antitrust 
action by the Department. 

The staff of the subcommittee is continuing its study of General 
Motors, particularly its role in the automotive replacement parts 
market, the importance of its finance affiliates in the marketing of 
its products, and the effect of General Motors’ acquisition of the 
Euclid Road Machinery Co. upon competition in the earth-moving 
equipment field. 

The General Motors hearings indicated that the most flagrant abuse 
of the corporation’s power concerned relationships between manufac- 
turers and their dealers. The testimony showed the unequal position 
of the car dealer under a franchise which made him particularly sus- 
ceptible to any kind of factory coercion or pressure. The vast dis- 
parity of economic power permitted the manufacturer compietely 
to control the business life of the dealer. This was sufficiently grave 
and urgent to call for congressional action. Senator O’Mahoney in- 
troduced S. 3879, the “automobile dealer’s day in court” bill, which 
was passed by both Houses with overwhelming bipartisan support, and 
became law on August 8, 1956. The law gives dealers the right, ir- 
respective of contractual provisions, of Federal court review of disputes 
arising from the failure of the manufacturer to act in good faith in 
complying with, terminating, or not renewing the franchise. 

In August, the subcommittee issued a staff report on the Dixon- 
Yates contract. Hearings before the subcommittee, with Senator 
Kefauver presiding, had brought to light the complex maneuvers 
which resulted in the contract between the Atomic Energy Commis- 
sion and the Mississippi Valley Generating Co. The staff report 
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summarized the evidence which forced abandonment of the project, 
and listed a full chronology of events involved. A staff memorandum, 
concluding that the contract was illegal because of conflict of interest, 
was submitted to the Comptroller General. The Dixon-Yates 
group sued for damages growing out of the cancellation. The Gov- 
ernment’s answer in the Court of Claims strikingly demonstrates the 
value of the testimony elicited by the subcommittee. 

In October the subcommittee published a staff report summarizing 
the results of public hearings and protracted study of the attempt by 
the Washington Water Power Co. to acquire Puget Sound Power & 
Light Co. The staff found that the merger efforts were promoted by 
a group of Wall Street brokerage and investment houses and private 
utility interests. The report analyzed documents discovered by the 
staff, demonstrating the determined effort of public power foes to 
achieve their goal, joined in by financial interests which hoped to 
gain from the effectuation of the merger. The merger has never been 
consummated. ‘The president of Puget has indicated his belief that 
the subcommittee hearings forced the collapse of the merger movement. 

The fourth report by the staff, to be issued shortly, will deal with 
the problem of corporate and bank mergers, one of the major subjects 
to which the attention of the subcommittee has been directed. The 
number of such consolidations has been increasing steadily in the last 
few years and is approaching an all-time peak. The size of the com- 
panies involved and the competitive implications of many of these 
acquisitions have raised serious problems as to the growth of concen- 
trated economic and financial power by the device of one corporation 
buying up or combining with another. The approach of the subcom- 
mittee to these problems has been twofold: First, a study of the trend 
and importance of mergers in a number of key industries; and, second, 
development and consideration of legislative proposals. The report 
will analyze suggested improvements in present legislation, and out- 
line an approach for strengthening the law by requiring advance legal 
determination of selected important mergers and by shifting the 
burden of proof to the defendant in such cases. 

In May, the subcommittee held extensive hearings on several 
bills designed to strengthen the substantive provisions of the merger 
law, as well as to provide more effective enforcement procedures. 
Six days of hearings were held, and 32 witnesses were heard. On July 
7, the subcommittee reported favorably upon an amended version 
of the House bill, H. R. 9424, and on July 27, this was approved 
by the full Committee on the Judiciary with certain further amend- 
ments (S. Rept. 2817). The purpose of the bill was to strengthen the 
effectiveness of the law relating to corporate mergers by requiring 
advance notification, and to extend the jurisdiction of Federal banking 
agencies over bank mergers. The Senate did not act on the bill 
before adjournment, but legislation on this subject will undoubtedly 
be revived during the present session. In addition, the subcommittee 
plans to consider other legislative proposals which have been made 
for the purpose of facilitating enforcement of section 7 of the Clayton 
Act. 

The subcommittee with Senator Kefauver presiding held extensive 
hearings on S. 11, a bill to amend the Robinson-Patman Antiprice 
Discrimination Act. At present, the law, as interpreted by the 
Supreme Court, makes it a complete defense to a charge of price dis- 
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crimination for a seller to show that his price differential was made in 
good faith to meet a lawful and equally low price of a competitor, 
regardless of the injurious effect on competition. Under section 2 (a) 
of the Clayton Act, as amended, price discriminations are declared to 
be unlawful where the effect may be (1) substantially to lessen compe- 
tition or tend to create a monopoly in any line of commerce; or (2) to 
injure, destroy, or prevent competition with any person who either 
grants or knowingly receives the benefit of such discrimination, or 
with customers of either of them. S. 11 drew a distinction between 
these two types of injury. Thus, it did not go so far as to protect all 
individual firms from the effects of price discrimination but it did 
seek to protect the public interests against price discriminations which 
might substantially lessen competition or have the tendency to pro- 
mote monopoly. Under this bill, the good-faith defense in section 
2 (b) of the Clayton Act, as amended, would not be available where 
there was a reasonable probability that the effect might be substan- 
tially to lessen competition or tend to create a monopoly. Where the 
effect fell short of these standards good faith would still be a complete 
defense. In the closing days of the 2d session of the 84th Congress, 
the provisions of S. 11 were combined with H. R. 9424 and reported 
favorably by the full committee (S. Rept. 2817). However, the bill 
was not acted upon. 

During the past year, the subcommittee has given extensive and 
careful consideration to concentration in meat packing, processing, 
and distribution. Declining prices for farm produce have brought 
hardship to great numbers of farmers, at a time when consumer food 
prices are at arecord high. Particularly on meat, the spread in price 
between farmer and consumer has widened appreciably. For many 
months, the staff has been analyzing the role of large packers and the 
increasing importance of large chains of grocery stores to determine 
whether concentration in this field may indicate unlawful restraints 
or monopolization. Public hearings, commenced in June, will be 
concluded in 1957. Complaints of the failure of the Department of 
Agriculture to enforce the provisions against unfair trade practices 
of the Packers and Stockyards Act led Senator O’Mahoney at the 
close of the last session to introduce S. 4308, a bill to amend that act 
so as to restore to the Federal Trade Commission jurisdiction over 
unfair or deceptive acts or practices in this vital industry. Particular 
attention is being given to the current attempt of three of the largest 
packers to amend the antitrust consent decree of 1920 in such a manner 
as to relieve them from the prohibition against engaging in various 
activities. After concluding its hearings and study, the subcommittee 
will issue a report embodying its findings and recommendations. 

The subcommittee has also had numerous situations called to its 
attention involving basic antitrust concepts and enforcement problems. 
Some of the major matters considered involve oil, sulfur, bread, and 
Government procurement. Generally speaking, these matters have 
been handled by calling to the attention of the responsible executive 
agencies of the Government the problem involved and requesting 
that it be considered in the light of antitrust philosophy. 

In connection with sulfur, the Secretary of the Interior agreed to 
reconsider the assignment of Government leases on a most important 
new sulfur deposit to a company accounting for approximately one- 
third of total United States production, and to withhold decision until 
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the Department of Justice had an opportunity to study the effect of 
the transfer upon competition in the sulfur industry. 

The staff conducted a field investigation in the baking industry in 
the Southwest, and collected evidence indicating collusion among 
baking companies on bread prices and various unfair trade practices, 
A request was made that the Department of Justice consider whether 
grand jury action was warranted. The Department studied the 
information compiled by this subcommittee, and early this year the 
matter was presented to a grand jury in Oklahoma and an indictment 
was returned. 

Complaints were filed with the subcommittee that a manufacturer 
of reflectorized road signs was excluded from bidding on Government 
business because of restrictive specifications. Following the sub- 
committee’s interest in this matter, the Department of Justice filed 
an antitrust case dealing with restraints in this field. The subcom- 
mittee has questioned the adequacy of this case to bring about com- 
petition in the field. Upon the request of the subcommittee, various 
Government procurement agencies have agreed to revise their speci- 
fications so as to enable all potential bidders to compete. 

While aware that the United States must provide oil to the free 
world with the greatest possible speed, the subcommittee felt that it 
is of utmost importance that the Middle East emergency oil program 
does not propagate monopolistic arrangements which might seriously 
injure the American principle of free competition. For these reasons 
Senator O’Mahoney and the staff of the subcommittee have had 
conferences with the Departments of Justice and Interior and other 
interested Government agencies to consider the plan of action, 
authorized by the Defense Production Act, which provides antitrust 
immunity. At the suggestion of Senator O’Mahoney, the plan of 
action was amended to permit representatives of domestic inde- 
pendent refiners and producers to join the Middle East Emergency 
Committee and to participate actively in all the proceedings under 
this program. Underlying the necessity for these safeguards if the 
fact that some of the 15 major oil firms now composing the Middle 
East Emergency Committee are under Federal indictment for viola- 
tion of the antitrust laws, and on charges of overcharging the United 
States Government on oil shipments. In furtherance of its objective 
the subcommittee has begun a series of extensive hearings on this 
subject. In addition to the above matters, the subcommittee will 
attempt to determine the reasons for the recent price increase in 
petroleum and petroleum products. 


VIEWS OF THE FEDERAL JUDICIARY ON EFFICACY OF THE ANTITRUST 
Laws 


Since the enactment of the Sherman Act in 1890, the antitrust laws 
have been the distinctive American answer to the possibilities for 
abuse inherent in a system of free enterprise. The basic statute has 
several times been supplemented and amended, to meet changing 
conditions and to accommodate new economic concepts. However, 
its underlying principle, the maintenance of certain ground rules in 
the field of economic competition, has never been challenged. It has 
become one of the fundamental elements of the American capitalistic 
system, 
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Well as the antitrust law has stood the test of time, there is no 
statute which can remain on the books for over 60 vears without 
engendering some criticism. While the goal of antitrust has remained 
unquestioned, its formulation and implementation have been subject 
to various attacks. It has been alleged that haphazard legislation has 
resulted in a hodgepodge of statutes embodying differing and even 
inconsistent principles and objectives. Officials seeking to enforce 
the law have complained that it has failed to keep pace with changing 
conditions and increasing ingenuity on the part of those who would 
violate it. It has been charged by its critics that the courts, bound by 
common-law rules and traditions, are not the proper forum for the 
solution of questions essentially economic in nature. Defendants in 
antitrust cases have felt victimized at the expense of their competitors. 
Many suggestions have been volunteered for improvement of both the 
substantive and procedural aspects of the law—by Government ofli- 
cials, businessmen, legislators, and academicians. Most of these 
suggestions have been met by cogent arguments in opposition—gener- 
ally stressing the successes which have been achieved under the present 
law, and the difficulties of enacting changes which are not capable of 
doing more harm than good. 

With the judiciary lie the power and responsibility for interpreting 
and administering the law and settling disputes arising thereunder. 
The attitudes and knowledge of the judiciary concerning antitrust 
thereby assume extreme importance in the day-to-day enforcement 
task. In an effort to ascertain these attitudes, and to take full ad- 
vantage of such special knowledge, in assessing the operation of the 
antitrust laws and the efficacy of their enforcement, the subcommittee 
addressed to the judges of all Federal courts a questionnaire embody- 
ing some of the criticisms and suggestions directed at improvement of 
the law and its administration. ‘These were submitted to the staff by 
members of the bar as a basis for possible legislation. 

The subcommittee received 165 letters in answer to its question- 
naire. The Justices of the Supreme Court felt that it was not proper 
for them to express an opinion on the questions posed. Eighty circuit 
court and district court judges either declined or failed to answer any 
of the questions, either because of lack of antitrust experience or for 
lack of time. The remaining judges answered, with varying degrees 
of completeness, one or more of the questions asked. 

Questions were phrased to ascertain the reaction of the judiciary 
to the charges which have been made that the antitrust lows im- 
properly leave to the courts the determination of issues essentially 
economic in nature—that Congress has imperfectly expressed its in- 
tention in statutes which are ambiguous and inconsistent. The judges 
were asked: 


1. Is it desirable that courts have the responsibility of 
resolving the basic economic issues that antitrust cases 
raise? 

2. It has been contended that the antitrust laws are un- 
certain, ambiguous, contradictory, and inconsistent. If 
you share this view, do you have any suggestions for clarifi- 
cation? 
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Fifty-one judges replied to the first question; 22 thought it desirable 
that the courts resolve the economic issues that antitrust cases raise 
and 19 thought that it was not desirable. Ten judges made qualified 
answers, somewhat difficult of classification. Three of these felt 
that it would be preferable to have antitrust cases heard in an ad- 
ministrative proceeding in the first instance. ‘Two thought it desirable 
that at least some of the economic issues raised in antitrust cases be 
determined by anonjudicial body. The remaining five tended toward 
an affirmative answer to the question. 

Forty-three judges answered the second question. Twenty judges 
shared the view put forth in the question to some extent. One of these 
suggested that revision be undertaken in accordance with the recom- 
mendations of the Attorney General’s Committee. Two judges 
advocated repeal of the fair trade laws, as inconsistent with antitrust 
ra Three judges suggested that there be an end, sooner or 
ater, to the exemptivn of labor unions and farmers’ organizations, 
Twenty-three judges disagreed with the suggested proposition. They 
saw no inconsistencies of importance. 

The questionnaire then sought to learn the reaction of the judiciary 
to suggestions which had been made that, even if congressional policy 
were established, it had not been clearly enough stated for ready 
interpretation. ‘The questions were: 


1. Are the terms “restraint of trade,” “attempt to monopo- 
lize,” and “substantial lessening of competition” too broad 
for adequate enforcement in a court of law? 

2. Do you believe that Congress should establish standards 
“i criteria as guides for courts in interpreting the antitrust 
aws? 


99 «6 


Of the 50 judges who answered these questions, 14 found the terms 
mentioned too broad. Three more judges thought them too broad 
for enforcement as criminal law, but found them sufficient for equity 

roceedings. Two other judges thought that more specificity might 

e desirable, but doubted that it could be achieved. Thirty judges 
thought the terms used not too broad for adequate enforcement, 
although one of these said he doubted the fairness of ‘enforcement 
under such broad guides, particularly in criminal cases. 

Thirty judges thought that Congress should establish standards or 
criteria for the guidance of the courts in antitrust cases. Two judges 
thought that such criteria would be helpful, but couldn’t see how they 
could be established. Eighteen judges opposed the establishment of 
such standards. 

The subcommittee also solicited the views of the judiciary with 
respect to the use of criminal prosecution under the antitrust laws. 
The judges were asked: 


1. Should remedies and punishment for offenses which 
can be stated with specificity be different from remedies 
applicable to conduct which Congress wants to prohibit but 
can’t particularize? 

2. Should Congress confine antitrust criminal prosecution 
to certain specifically defined offenses? 


Opinion with respect to these two questions was divided almost 
equally. Thirty-six judges answered the first question, 17 judges 
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saying yes and 19 taking the opposite view. Thirty-nine judges 
answered the second, 16 saying ‘‘Yes’” and 18 saying “No.” One of 
the latter added, however, that he thought criminal prosecution should 
be employed only in clear cases. Two other judges did not directl 
answer the question, but inclined to the negative by saying that a 
violations of Federal law should be treated alike. One judge opposed 
any criminal prosecution under the antitrust laws. Another stated 
that he thought the use of criminal proceedings should be limited. 
Another suggested that criminal penalties be imposed only after 
issuance of an injunction and punishment for contempt of court for 
violation of the injunction. 

The subcommittee asked the judges whether they felt the need of 
a more definite delineation of jurisdiction as between the courts and 
the Federal Trade Commission: 

Should conduct prohibited by the Sherman, Clayton, and 
Robinson-Patman Acts be excluded from the definition of 
“unfair methods of competition” under section 5 of the Fed- 
eral Trade Commission Act? 


Twenty-seven judges answered this question, 17 judges opposing 
the suggestion put forth. One other judge said that he did not 
necessarily favor it; as he saw it, the Commission was designed to 
deal with a “lower stratum” of offenses. Eight judges favored the 
proposal. One judge suggested abolishing the Federal Trade 
Commission. 

Other questions were designed to obtain the opinions of the judiciary 
as to the proper role of the Federal Trade Commission in the enforce- 
ment of the antitrust laws: 


1. In the trial of any antitrust case, have you ever asked 
the FTC to act as a master in chancery (15 U.S. C. 47) to 
aid you in framing a decree? If not, do you believe such 
use of the FTC would prove to be valuable? 

2. In deciding antitrust cases, have you felt the need for 
independent economic information? If so, do you think the 
FTC should supply it? 

3. Would you favor trial of all antitrust cases in the 
regular Federal courts and removal of all such litigation 
from the FTC? 

4. Would you comment on the advisability of allowing 
FTC decrees, either (a) reviewed or (6) unreviewed by a 
Federal court, to be used as prima facie evidence under 
section 5 of the Clayton Act? (Cf., etc.) 


The first of these questions revealed that only one judge had ever 
availed himself of the possibility of asking FTC to act as a master in 
an antitrust case, and that the case in which he had done so had been 
settled before the Commission could act. Of the 40 judges replying 
to the questions, only 2 favored such use of the Commission, although 
7 others said they could visualize exceptional situations where it might 
be advisable. Five judges were doubtful of the usefulness of the 
Commission in this capacity. Twenty-one judges were opposed to 
using the Commission as a master. One judge suggested that the FTC 
could be used to assemble facts for the court, which could then decide 
whether or not to use the Commission’s findings, Another suggested 


vehey 
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“that the Commission be permitted to intervene in antitrust cases. One 
judge thought the Commission might be used as a master if its proce- 
dures were radically revised so as to speed them up. Two judges 
favored the use of a special master or referee in antitrust cases, but 
stated that they would not wish the FTC to serve in that capacity. 

Eleven judges said they had felt the need of economic information 
in antitrust cases, and 14 said they had not. Thirty-five judges com- 
mented on the advisability of the Commission supplying such infor- 
mation when needed. Seventeen judges favored the Commission’s 
performing this function, and two thought it might do so in some cases. 

‘Two judges were doubtful of permitting FTC to supply economic 
information to the court, and 12 were opposed to it. Four judges 
stated that the Commission should be permitted to offer information 
only in open court, subject to cross-examination. 

Thirty-eight judges gave their opinions on the suggestion that all 


antitrust litigation be removed from the FTC and vested in the, 


regular Federal courts. Only 12 judges favored such a course, and 
25 opposed it. Two of the latter favored sharper definition of juris- 
diction as between the courts and the FTC, one suggesting that the 
Commission handle situations of national scope and the regular courts 
local situations. One judge thought that the Commission should 
bring to the attention of the Attorney General cases amounting to 
violations of the antitrust statutes. 

There was little judicial support for the suggestion, commented on 
by 34 judges, that FTC decrees be given effect as prima facie evidence 
in private treble-damage actions instituted under the antitrust laws, 
although 1 judge said that this was his understanding of the present 
law. Altogether, 9 judges favored giving reviewed FTC decrees such 
effect, and only 6 would give them such effect when unreviewed. 
Several judges stated that they certainly should not be given such 
force unless reviewed. One judge stated that he favored the use of 
some administrative procedure in the first instance in antitrust cases. 
Three judges were doubtful about the propriety of using FTC orders 
in this way. Thirteen judges were opposed to the use of FTC decrees 
as prima facie evidence in private suits, whether reviewed or un- 
reviewed, 

Because it has been observed many times that antitrust cases throw 
a heavy burden on the regular courts, the subcommittee asked the 
judiciary: 

Should Congress set up a special commerce court similar 
to the Tax Court to hear antitrust cases? 


Fifty-two judges answered this question. Eleven judges favored 
this tipo: and another assented to it with some reservations. 
Two judges said that they would be in favor of establishing either a 
special court or an administrative body to deal with antitrust cases. 
Another judge, without directly answering the question, stated that 
he found antitrust cases not suitable for disposition by the regular 
Federal courts. One judge said that a special court might have some 
merit, but that he thought the regular Federal courts were adequate 
to handle antitrust litigation. One judge said that he did not want to 
give a definite answer without more information as to the nature of the 
proposed special court. However, 35 judges were opposed to the 
establishment of a special court for the trial of antitrust cases. 
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One of the major problems which have been cited in connéction with 
antitrust enforcement is the inordinate length of antitrust cases, due to 
the complexity of the issues and the voluminous evidence presented, 
The subcommittee asked the judges: 


1. Astudy has shown that many antitrust cases which have 
gone to trial were often susceptible to summary disposition, 
but, possibly because the opposing counsel and the judge did 
not adequately discuss the issues beforehand, the decisive 
legal issue was not isolated. Do you think that it would 
be feasible to make compulsory as to both parties the motion 
for summary judgment; thereby, in effect, requiring court 
and counsel to consider the case with summary disposition 
in mind? 

2. As rule 56 (d) now stands, when a motion for summary 
judgment is denied, the judge must make a pretrial order, 
the scope of which is limited to stipulating out from trial 
any factual issues not substantially in controversy. Often, 
however, in antitrust cases, there exist multiple legal issues, 
perhaps not entirely decisive of the case, but nevertheless 
significant. Are there any reasons why 56 (d) could not be 
amended to permit a preliminary determination of such 
nondecisive legal issues, so as to preclude their consideration 
in any manner during trial, and thereby narrow the scope of 
the trial? 

3. (a) Is pretrial used as often and as effectively as it 
might be in antitrust cases? 

(6) Is there any possible reason for not holding a pretrial 
hearing in an antitrust case? 


Only 6 of the 46 judges who answered the first of these questions 
thought the compulsory summary judgment procedure suggested 
feasible, and another assented to it with some reservations. One said 
that he was doubtful about the soundness of the proposal. Thirty- 
three judges were opposed to any such procedure, and six thought 
that the objective sought could be obtained by the proper use of 
pretrial procedures. 

Thirty-nine judges gave consideration to the possibility of amending 
rule 56 (d) to permit the summary determination of legal issues, 
Nine judges expressed themselves as being in favor of such an amend- 
ment, and another agreed with some reservations. One judge stated 
that he did not think the amendment would be necessary in order 
to permit the preliminary determination of nondecisive legal issues, 
but stated that if such amendment were necessary, he would favor it. 
Thirteen judges stated that such an amendment was unnecessary, 
that the present rule was entirely adequate when used in conjunction 
with pretrial hearings. Sixteen judges said they opposed the sug- 
gested amendment. 

Fifteen judges thought that pretrial was used as often and as 
effectively as it might be, at least in their respective jurisdictions. 
Four were doubtful, 6 said they did not know, and 18 thought it 
was not. 

The 54 judges answering question 3 (b) expressed themselves over- 
whelmingly in favor of the fullest possible use of pretrial hearings in 
antitrust cases. There was only one judge who said that he never 
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used pretrial hearings, because he had found them to be a waste of time. 
Two judges thought there might be rare cases where the issues were 
so clear cut that a pretrial hearing would not be necessary. One 
judge stated that he opposed mandatory pretrial hearings because 
every judge should be free to conduct litigation before him in the 
manner which he found most effective. 

The judges were asked: 


Should one treble damage claimant be allowed to sue on 
behalf of others? Comment on the advisability of a class 
suit procedure, (a) before a Government suit and (6) after 
a Government suit? 


Twenty-two judges offered an opinion on this question. Four 
considered it advisable to permit class suits in antitrust cases, and 
three more agreed with some reservations. ‘Two judges thought that 
class suits, or joinder of plaintiffs in ‘“‘spurious class suits,” should 
continue to be available, but one of them added that their use should 
not be extended. Thirteen judges, opposed class suits. One judge 
stated that he was opposed to class suits, but would favor permitting 
private claimants to join in a Government antitrust suit. 

The judges were asked: 


What difficulties have you encountered in applying the 
rule laid down in Emich Motor Corp. case (340 U. S. 558 
(1950)) in relating the violation involved in the Government 
suit to the injury alleged in the private suit? 


Of the 33 judges who answered this question, 19 said that they had 
had no experience with the rule. The others had encountered no 
particular difficulty with it. One judge stated that he found the rule 
very sound. One judge thought that Congress should spell out the 
effect of consent decrees on subsequent private litigation. 

The subcommittee asked the judiciary: 


Is the rule preventing the tolling of the statute of limita- 
tions under section 5 of the Clayton Act against local defend- 
ants who are part of a nationwide conspiracy but who are 
not named in the Government decree unduly restrictive 
(e. g., Levy v. Paramount Pictures, 104 F. Supp. N. D. Cal. 
(1952))? 

Only two judges answered this question in the affirmative. Twenty- 
four judges said that they did not find the rule unduly restrictive. 
Four said they had had no experience with it, and five stated that they 
had no opinion. 

The subcommittee asked several questions designed to ascertain the 
judicial attitude toward the effectiveness of the award of mandatory 
treble damages in private antitrust suits as an aid to enforcement of 
the laws. The most significant answers were given in reply to the 
question: 

Do you think that a provision in such a statute providing 


for treble damages only when “willfulness” could be shown 
would cause a special enforcement problem? 


Twenty-five replied that they did not think such a provision would 
create special problems. Four judges specified that they would be 
in favor of such a provision, and one thought it might be advisable. 
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Four other judges stated flatly that they were opposed to any allow- 
ance of double or treble damages. Three judges suggested that the 
question whether damages should be doubled or trebled should prop- 
erly be left to the discretion of the court; one of these judges noted 
that he thought willfulness should not be the only test for the decision 
of this question. Six judges thought there would be special enforce- 
ment problem raised by the proposal. 

The subcommittee asked three further questions concerned with 
procedural matters: 


In the past the Government has frequently brought a 
criminal antitrust case before one court and followed that 
with a civil antitrust case in another court. Thereafter, 
private plaintiffs have brought treble damage actions in 
many other different courts. It has been suggested that 
where the Government brings a criminal case, it should also 
bring its civil case either simultaneously or immediately 
thereafter so that the judge hearing the criminal case can at 
the same time on the same record make his findings in the 
civil case. 

It has also been suggested that private plaintiffs be per- 
mitted to file supplemental complaints for single damages 
following the conclusion of the Government suit before the 
same court. Appeals in both the Government suits would 
go directly to the Supreme Court. Please comment as to— 

1. Requiring a Government civil suit to be heard 
befora the same court that hears the criminal; 

2. Permitting private parties to claim single damages 
by supplemental complaint before the same court that 
hears the Government suit; and 

3. Having appeals in Government criminal antitrust 
cases go directly to the Supreme Court. 


Of the 36 judges who considered it, 28 were in favor of the first 
suggestion. However, two judges pointed out that the same evi- 
dence could not be used in criminal and civil cases. One judge 
thought that having all antitrust actions arising out of the same cir- 
cumstances heard by the same court might be desirable, but would 
impose too great a burden on that court. One judge stated that this 
practice was regularly followed in his district. One judge was doubt- 
ful of the soundness of the proposal, and five were opposed to it. 

Thirty-two judges commented on the suggestion that private 
claimants be permitted to sue for single damages by supplemental com- 
plaint at the close of the Government’s suit. Nineteen judges favored 
such a proposal, one of them adding that he would limit such com- 
plaints to within 1 year after the close of the Government’s suit. Two 
judges favored permitting private litigants to sue by supplemental 
complaint, but thought that they should not be limited to ‘single 
damages in their claims. Another said that he opposed compulsory 
consetidation and also opposed placing a penalty on such consolida- 
tion by limiting claims filed in this manner to single damages. One 
judge suggested that where a claim is filed by supplemental complaint 
at the close of the Government’s suit, the court be given discretion 
whether to double or treble the damages. Nine judges were opposed 
to the proposal. 
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Opinion was fairly evenly divided about the wisdom of having 
appeals in criminal cases go directly to the Supreme Court. Sixteen 
judges favored this suggestion. One was doubtful about its advisabil- 
ity, and one suggested that the views of the Justices of the Supreme 
Court be obtained before reaching a decision. Seventeen judges 
opposed the proposal. 

In their replies to the subcommittee’s questionnaire, some of the 
judges went hareed simple answers to the questions posed. Their 
mature consideration of some of the problems raised by the antitrust 
laws and their enforcement was reflected in what were, in effect, brief 
essays, pointing up these problems, and, in some instances suggesting 
possible solutions. These penetrating comments, in many instances, 
reached issues greater in scope than those embodied in the individual 
questions asked. 

The questionnaire elicited several profound reflections on the funda- 
mental question whether Congress has sufficiently determined and 
stated the basic economic policy underlying the antitrust laws. 
Many judges felt that legislative policy had not been sufficiently 
defined. One particularly “thoughtful comment noted that Congress 
should take a more definite position on the “‘political” decision as to 
what form it wishes industry to take. 


I believe, that the evils covered by the phrases, “restraint 
of trade’”’ and “‘monopoly,”’ ought not to be left to the courts, 
until after Congress has taken a more definite position as to 
what it wants. There are, as everyone knows, two interests 
involved: economic and political. I mean by “political’’ 
the indirect social effects of a change from an industry oper- 
ated by a member of small independent units to an industry 
operated by a few great units—even though these compete. 
Courts are competent to decide the first question: 1. e., 
whether the prices charged by a combination are greater or 
less than those that would be charged if it did not exist; in 
short, whether the combination is beneficial to the consumer. 
True, there are formidable difficulties even about that: e. g., 
the appraisal of existing plants. Nevertheless, these are not 
insurmountable; and they present only questions of fact, little 
competent as a jury often is to decide them from evidence 
which may be extravagantly voluminous and baffling. * * * 

However, although the economic question is vital, it is 
not as important as the “‘political’’ one, and as to that much 
more searching questions arise. What will be the impact 
upon the social habits of these affected by the proposed com- 
bination? Obviously, a completely nationalized industry 
makes the most far-reaching changes, which it needs no 
argument to prove that Congress alone should impose, even 
though only one industry be involved. I do not see why 
the same considerations that are relevant to that question are 
not relevant to steps in that direction. For one reason I 
am quite sure that the nationalization of any industry be- 
comes more and more likely as the competing units become 
larger and fewer. Moreover, even if the final step be never 
taken, it is certainly one thing to be independently engaged. in 
business and another to be employed by others. Again, to 
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be employed in a small business is different from being 
employed in a very large one. It is not necessary to elaborate 
these differences, and I agree that conflicting interests are 
involved; but my point is that the relative appraisal of these 
and an eventual decision between them are of the very 
essence of what we ordinarily call “legislation.’”” To sub- 
stitute a court is not to ask it to interpret any “law’’; but to 
impose upon it a duty that should presuppose a responsive- 
ness to current needs, desires, and habits, strikes at the 
foundations of its most important attribute—detachment 
from social pressures. 


Another justice made the less positive assertion that— 


the antitrust problem might be handled better if the respon- 
sibility for determining the desirability of certain economic 
practices were left, as it is in England, with a nonjudicial 
body. 


Another judge specified some of the areas for congressional con- 
sideration of economic policy. 


It seems to me that there are some basic economic issues 
which now are being resolved by the courts upon which it 
would be desirable to have legislative guidance. In particular 
I believe that it would help a court to know whether the 
reinterpretation of the word “monopolize” originally made 
by Judge Learned Hand in United States v. Aluminum 
Corporation and followed in United States v. United Shoe 
Machinery Corporation accords with congressional policy. 
In short, does Congress intend to hold liable a person who 
in good faith and without predatory practices seeks, by 
morally neutral means, to attain a dominant position in a 
market? Another set of problems worthy of congressional 
resolution is the degree to which in the area of foreign trade 
defendants may rely on assurances or encouragements from 
the State Department. 


Less sweeping criticism, but an indication that legislative re- 
consideration of antitrust principles might be in order, was found in 
the suggestion of several judges that the antitrust laws be rewritten, 
and if possible, unified in a single general statute. One judge revealed 
lack of faith in the political process rather than satisfaction with the 
present state of the antitrust laws: 


Theoretically the responsibility of resolving the basic eco- 
nomic issues that antitrust cases raise should be on a depart- 
ment of the Government (executive or legislative) which is 
more responsive to the will of the people than is the Federal 
judiciary, but as a practical matter I do not know how the 
other departments of the Government could resolve these 
issues as well as does the judiciary. 


Other members of the judiciary felt that present antitrust laws had 
worked well and should not be amended without full consideration. 
One judge thought that the Sherman and Clayton Acts state a broad 
general policy which, as judicially interpreted over the years, is 
“about as clear and certain as we could hope to make it.” 
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There were also well-considered statements on the closely related 
question, whether it is necessary or desirable for Congress to spell out 
the antitrust laws in more detail. 

There is a distinction between the search for a basic policy and the 
question whether the manner of expressing that policy could be clari- 
fied or improved. 

Several judges felt that some of the broad terms used in the anti- 
trust laws, terms such as “monopoly” and “restraint of trade” should 
be clarified, narrowed, made more specific, or more sharply defined, 
One judge found such terms too broad to permit of adequate enforce- 
ment. Another wished that the grounds of antitrust cases might be 
spelled out more clearly. One judge complained that— 


in most cases resulting in convictions or findings for the 
plaintiffs, there is available an abundance of authorities for 
reversal of the trial court, should the appellate court choose 
to be so disposed— 


and that, in the present state of the law— 


neither the courts, the plaintiffs, nor the defendants know 
what to expect. 


One distinguished member of the bench questioned the constitutional 
ity of the present broad wording of the antitrust laws. 


The fact that the restraint statute rests upon the ancient 
phrases: “restraint of trade” and “monopoly” has been 
enough to protect it from the objections that proved fatal 
to the National Industry Recovery Act in United States v. 
Schechter (295 U.S. 400). Apparently the words were thought 
definite enough, when confined to their common-law mean- 
ings, uncertain as those were; but they have not been so 
confined in the step-by-step interpretation of the acts. As 
so transmitted, they would now, I fancy, be open to the 
charge of undue “delegation of power” to Congress, were 
they expressly incorporated into text. 


One judge doubted— 


whether adequate enforcement based upon such broad 
terms is feasible, and whether it is fair in many cases to those 
involved in the. litigation, because of inadequate advance 
notice of interpretation. 


Some of the judges felt that the laws were not too broad, but throught 
nevertheless that some sharpening of standards or establishment of 
criteria would be helpful to the judiciary. One judge felt that the 
present laws might be adequate for equitable proceedings looking to 
the future, but that their broadness made decision difficult for juries 
in civil damage cases, and was not appropriate to criminal prosecu- 
tions. One judge expressed skepticism about the feasibility of more 
precise definition: 


While I could wish for more specific directions in the law 
and certainly think all attempts in that direction are de- 
sirable, yet I do not think they are probable, even if possible. 


Several judges opposed any attempt at more precise definition of 
antitrust concepts. They felt that the broadness and generality of 
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the antitrust laws give them a desirable elasticity, and that any 
amendments in the direction of greater clarity and detail would do 
more harm than good. One judge stated that too great detail would 
in fact constitute a shift of judicial power to Congress. One judge 
thought that the character of the evils aimed at by the antitrust laws 
is too general and varied to permit of specific statutory definition. 
Others felt that any radical changes in the law would cause confusion 
rather than clarification, and would lead to multiplicity of litigation 
to determine anew points now settled by a history of judicial interpre- 
tation. 

Opinions relating to the use of criminal prosecution for the enforce- 
ment of the antitrust laws considered two aspects of the question: 
the predicament of the defendant subjected to criminal prosecution, 
and the question of the effectiveness of criminal proceedings as an 
instrument for the enforcement of the law. 

As to the first aspect, many of the judges felt that criminal prose- 
cution should be instituted only in clear cases, and that there should 
be no criminal punishment for acts which have not previously been 
clearly defined by statute or judicial decision. One judge stated that 
the question which offenses should be criminally prosecuted should 
be determined by Congress and not left to the courts. Another sug- 
gested that Congress specifically proscribe what have come to be per 
se violations of the antitrust laws, thus placing a legislative imprimatur 
on judicial policies. The same judge stressed that the criminal law 
should represent moral standards and not just economic policy; that 
4 ieingt statute must either represent existing public opinion or be 
capable of molding immediate public response. 

Other judges felt that to confine criminal prosecution to specifically 
defined offenses would place too much emphasis on the formal word. 
Another phrased it somewhat differently, stating that like punishment 
should be meted out for like wrongs, whether specified by statute or 
included in a general category. 

On the second aspect of the question, some of the judges felt that 
better results are obtained from civil cases. One judge noted that 
contempt proceedings in injunction cases give a court greater leeway 
in punishing an offender than the specific penalties provided in craminal 
statutes. Another judge suggested that criminal prosecution be 
limited to violations following the issuance of an injunction and 
punishment for contempt. 

There was a wide range of comments on the possibility of more 
extensive use of the Federal Trade Commission as an aid to the courts 
in the disposition of antitrust cases. Considerable opposition was 
expressed to such use of the Commission. It was remarked that action 
by the Commission was too slow to be of aid to the court. One judge 
objected to “farming out’ part of a case to the Commission; he felt 
that the court should keep control over all proceedings. One judge 
noted that in a case instituted by the Government, he would hesitate 
to invoke the aid of another branch of the Government. Another 
judge said: 


* * * to invite the Federal Trade Commission or anyone 
else to act in the second half of a case when the agency 
knows nothing about the first half of the case except what 
it gets from printed reports is not apt to prove very helpful. 
But the most important consideration generally overlooked 
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not only by proponents of the Federal Trade Commission, 
but also by those who want a double-barreled judicial sys- 
tem in the first stage of which evidence is taken with regard 
to liability and in the second stage evidence is taken with 
respect to damages, is that there is not and should not be any 
sharp segregation between rights and remedies. Many years 
ago in the Western Maid Justice Holmes said, “Legal obliga- 
tions that exist but cannot be enforced are ghosts that are 
seen in the law but that are elusive to the grasp” (257 U.S. 
419, 433). Nothing is more pernicious in antitrust matters 
than for courts loudly to proclaim platitudes without being 
prepared to enforce in specific terms the pious declara- 
oppe..7 £..?. 

So far as my experience indicates, it is only when one 
begins to work with one’s fingers about the details of a 
decree, that one is really prepared to come to a sensible 
judgment as to the extent to which, if at all, the defendant 

as violated the antitrust laws. 


Some of the judges reacted favorably to the suggestion that the 
Federal Trade Commission might be called upon to furnish economic 
information to the courts in antitrust cases. One judge suggested 
that the Commission might be used to assemble facts for the court. 

Other judges adopted a more cautious approach. One thought 
that the Commission might supply “evidentiary data,” but noted that 
it should be subject to cross-examination. Another said that members 
of the Commission might be called upon to testify as expert witnesses. 
This caution was most strongly expressed by one judge, who thought 
that the Commission had a prosecutor’s bias, and should be permitted 
to offer economic information only from the witness stand. 

Most of the judges felt the enforcement of the antitrust laws would 
not be greatly facilitated, expedited, or improved by entrusting it to a 
tribunal, administrative or judicial, other than the Federal courts. 
Some of the judges favored the establishment of a special court for the 
trial of antitrust cases, noting that such a court could relieve the 
regular courts of a heavy burden. Its judges would be specially 

ualified for their task, and such expertness on the part of the court 
would be highly desirable. It was also remarked that a special court 
would be better equipped to garner the necessary economic data. 
Further, these judges thought that supervision over compliance with 
decisions could be better exercised by a special court or commission 
than by the regular courts. Although it was recognized that a special 
court could probably not constitutionally handle criminal or civil 
damage suits, it was thought that such a court could fulfill a useful 
function by trying Government suits seeking injunctive relief. 

However, the majority of the replies opposed the establishment of 
any special tribunal for the trial of antitrust cases. The principal 
ground of objection was opposition to the establishment of a multi- 
plicity of specialized courts. It was remarked that such special 
courts frequently come to be regarded by the public simply as ad- 
juncts of the executive branch of the Government, and do not com- 
mand public respect. It was feared that such a special court would 
afford too much opportunity for partisan politics, and that, after the 
initial appointments to the court, its judges would probably not be 
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of sufficiently high caliber to command public confidence. There 
were also less speculative objections. It was said that the broadness 
of antitrust issues (as opposed to the technical nature of, e. g., tax 
questions) made them unsuitable for treatment by a special court, as 
special courts frequently tend to lose sight of wider problems. One 
judge feared that a special court would devise specific rules which, 
while contributing to certainty in the law, would deprive the law of 
its present desirable elasticity. 

It was said that judges who are not specialists arrive at better 
interpretations of the law. A further ground of objection was that a 
special court, whether sitting in Washington or “riding circuit’’ 
would lack familiarity with local conditions which frequently play an 
important part in the determination of issues. Finally, it was argued 
that the regular courts would still have to continue to try criminal and 
civil damage suits in any case. 

Some of these objections were met by the suggestion of one judge 
that a special court be established, to be staffed with regular Federal 
judges who would be assigned to it from time to time. The tempo- 
rary nature of such appointments would assure the retention of the 
judge’s broad view of the issues brought before him, and expertness 
could be achieved without loss of perspective. 

Another judge suggested that, instead of establishing a special 
court, special roving Federal judges should be assigned to try antitrust 
cases. 

Several judges suggested increased use of the Federal Trade Com- 
mission. One stated that enforcement of the antitrust laws should 
rest in the first instance with an administrative agency, with a right 
to review by the courts. He thought that the Attorney General 
should have the right to intervene in the administrative proceedings, 
and that the agency should be permitted to intervene in civil antitrust 
actions brought by the Government. He also suggested that the 
agency be given power to issue preliminary restraining orders when 
necessary. Another judge said that the Federal Trade Commission 
should handle all antitrust cases involving activities of nationwide 
scope, and that the regular Federal courts should continue to handle 
local situations. It was remarked that there should be sharper defini- 
tion of the division of jurisdiction between the courts and the Com- 
mission. One judge suggested that the Commission be confined to 
hearing cases of unfair practices, and that all antitrust cases be tried 
before the regular Federal courts. He said that the Commission 
should not compete with the Department of Justice in the prevention 
or punishment of crime. Another judge stated that he would prefer 
to abolish the present Federal Trade Somasinsibes and create a new 
agency under an organic act with different substantive and procedural 
provisions, 

Several suggestions were made for the improvement of procedures 
employed in the trial of antitrust cases. 

Several judges recommended that pretrial hearings be made com- 
aed in antitrust cases. Other answers indicated that there would 

e little opposition to such a step. In some replies, the judges visual- 
ized situations in which pretrial hearings would be unnecessary (e. g., 
if the issues were so clear-cut that no further definition was eens 
if the case were settled before pretrial hearing), but they clearly 
regarded such situations as highly exceptional. There was only one 
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dissenter, who stated that he had in general found pretrial hearings to 
be a waste of time. One judge said that, in criminal cases, he had 
found pretrial procedures to be unsatisfactory, because there the court 
lacks power to compel the parties to do anything. Another judge dis- 
agreed ; he found a pretrial hearing, or at least a preliminary discussion 
of the issues, very helpful in criminal as well as civil cases. One of 
the judges advocated adopting a recommendation of the Judicial 
Conference of 1955—the appointment of a panel of skilled Federal 
judges to conduct pretrial hearings in all antitrust cases. One judge 
thought that the judiciary lacked the time properly to conduct pre- 
trial hearings in all cases where they would be desirable, and that this 
problem could be solved only by the creation of additional Federal 
judgeships. 

One judge stressed the need, in antitrust cases, for a clear defining 
of the issues, and careful advance organization and planning of the 
trial. Another felt that procedure could be greatly expedited by the 
limitation of testimony and the exclusion of irrelevant exhibits. He 
thought that cumulative evidence should be curbed, and that the 
Government should be limited in the presentation of the preprosecu- 
tion history of the industry involved. 

One judge said that he would not attempt to try an antitrust case 
without first appointing an economist and an accountant to assist the 
court. 

One judge felt that the use of interrogatories should be limited to 
information readily available to defendant in the form sought. He 
thought that frequently interrogatories were so phrased as to place 
an undue burden upon the defendant to collect and organize informa- 
tion. 

One judge made the ingenious suggestion that antitrust prosecu- 
tions be limited to a single defendant, and that the Government 
institute several suits if necessary. He thought that if the issues 
were clearly defined and determined in the first suit, it might become 
unnecessary to try the subsequent ones. He thought that such a 
procedure might eliminate some unnecessary complexity in these 
cases. 

Interesting comments were made on the question whether it would 
expedite antitrust procedures to require both Government civil and 
criminal suits involving the same subject matter to be brought 
before the same court, and to permit or require private antitrust 
claims against the same defendants to be heard in the same forum. 
Several judges thought that it would be helpful to have both the 
Government’s civil suit and its criminal case heard by the same 
court. It was stated that in one Federal judicial district if one judge 
heard the Government’s criminal case he would also pass on the 
Government’s civil case. The judge noted that, in several instances, 
a consent decree was entered after plea in the criminal case. One 
said that this would avoid duplication of effort, contribute to efficiency, 
and reduce the burden on judges. It was suggested that the record 
of the criminal case be admissible as evidence in a subsequently tried 
civil suit. One judge thought that bringing a civil and a criminal 
case at the same time would have the advantage that “the court may 
pretry the civil case as fully as permissible to do so without violation 
of the fifth amendment.” However, he foresaw certain difficulties 
along this line in cases involving both individual and corporate 
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defendants. One judge suggested that the Government be required 
to institute a civil suit in the same court as its criminal suit, and that, 
if no civil suit were brought, the criminal suit should be dismissed. 

Other judges thought there would be no advantage in having both 
civil and criminal suits heard by the same court. It was pointed out 
that different rules of evidence prevail for civil and criminal cases, so 
that the same evidence could not be used for both. One judge thought 
it would be dangerous to base a judgment in a civil suit on the verdict 
in a criminal case. It was thought that it would be difficult for a 
judge who had heard a criminal case to remain objective throughout 
the trial of the subsequent civil suit. One judge thought that it 
might be a hardship for the parties. Another said that it might be 
undesirable for a judge to carry over a point of view and knowledge 
acquired from the trial of a criminal case to a civil suit; he pointed 
out that the Government might lose the criminal case but still be 
entitled to prevail in the civil suit, but that the same judge hearing 
both cases might be reluctant to rule in the Government’s favor in 
the second after ruling against it in the first because of the psycho- 
logical effect of such decision. 

One judge, who opposed the trial of criminal and civil Government 
suits by the same court, supported the suggestion that private claim- 
ants be permitted to file a supplemental complaint for single damages 
at the conclusion of the Government’s case. He reasoned that the 
judge would be familiar with the limits of the judgment in the Gov- 
ernment’s favor, and that this procedure would give defendant in the 
private suit the benefit of the greater burden of proof required of the 
Government to win in a criminal case. One judge said that he would 
favor enabling private litigants to sue by way of supplemental com- 
plaint, but that they should not then be limited to single damages. 

On the other hand, it was remarked that to permit the filing of 
such supplemental complaints would be too burdensome for a single 
court. One judge thought that, whereas it might be desirable for 
a single court to handle all the litigation arising from an antitrust 
case, it would involve far too much work for that court; he also pointed 
out that such a procedure might require private litigants and their 
witnesses to travel long distances to be heard. One judge thought 
that Government and private suits could not be combined, as the 
former are equitable in nature and heard by a judge alone, whereas 
in the latter the defendant is entitled to a trial by jury under the 
Constitution. One judge insisted that private suits should be kept 
separate from Government suits, as the Government should not be- 
come a collection agency for private claims. 

In general, the comments of the judiciary were unfavorable to 
the maintenance of representative or class suits by private antitrust 
litigants. It was said that permitting class suits would create con- 
fusion, and that the interests of litigants would not be properly 
represented by others. It was considered important that each private 
suit be considered separately on its own merits. One judge thought 
that to permit the bringing of class suits would unduly encourage 
litigation. Another went even further and thought that permitting 
class suits would lead to champetry. Another judge thought that 
class suits would become too complicated. 

Several judges voiced their objections to the mandatory trebling of 
damages awarded to successful litigants in private antitrust suits. 
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One judge said that the in terrorem effect of the treble damage pro- 
vision ‘is not the kind of fear on which a rational society eught to 
place great reliance.” Another judge flatly condemned the provision 
in the following emphatic terms: 


I think all provisions for double or treble damages should 
be abolished. Whenever the enforcement of law is commer- 
cialized, the administration of justice is sacrificed. The 
farming out of law enforcement is detrimental to judicial 
administration and sound government. Whenever the prose- 
cutor has a personal interest in law enforcement, it becomes 
more difficult to administer evenhanded justice. Such suits 
for treble damages are frequently brought for questionable 
purposes. Quite frequently such suits and those who bring 
them are looked upon with suspicion. If the law is just, it 
should be justly and rigorously enforced by Government 
agents. Government should not attempt to escape its 
responsibility by farming out its responsibility to others who 
assume such responsibility for their own profit. 


Some judges suggested that litigation expenses, rather than treble 
damages, be recoverable. 

It was also suggested that the trebling of damages be left to the 
discretion of the court. It was thought that this would discourage 
strike suits. One judge also noted that a succession of suits in which 
mandatory treble damages were awarded could bankrupt a defendant. 

However, there was also judicial support for the retention of the 
mandatory treble-damage provision. Cited in its favor were its effect 
as a deterrent to wrongdoers, and the necessity for extra compensation 
to a plaintiff for the time and effort required for the preparation of 
an antitrust suit. 

One judge thought that private antitrust suits could be decided 
better by a judge sitting without a jury, but added that of course 
Congress would have no power to change the law in this way. 

The results of this study of the attitude of the judiciary concerning 
the efficacy of the antitrust laws will be a valuable aid to this sub- 
committee and the Congress in future consideration of these problems. 
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Mr. Eastianp (for Mr. Lancer), from the Committee on the 
Judiciary, submitted the following 


REPORT 


[Pursuant to S. Res. 168, 84th Cong., 2d sess., as extended byS. Res. 84, 85th Cong.] 


The Special Subcommittee on Refugees and Escapees of the Senate 
Judiciary Committee was empowered, by Senate Resolution 168, 
agreed to February 16, 1956, to examine, investigate, and make a 
complete study of any and all matters pertaining to the problems in 
certain western European nations created by the flow of escapees and 
refugees from Communist tyranny. The operative life of this special 
subcommittee was extended from March 1, 1956, to January 31, 1957, 
and finally it was directed, under section 3, of Senate Resolution 168, 
that the committee shall report its findings, together with its recom- 
mendations for such legislation as it deems advisable, to the Senate 
at the earliest practicable date, but not later than January 31, 1957. 

Pursuant to the instruction under section 3 of Senate Resolution 
168, this report will cover the activities and recommendations of the 
Subcommittee on Refugees and Escapees for the period embraced by 
Senate Resolution 168 from March 1, 1956, to January 31, 1957. 

The Refugee Relief Act of 1953 was approved on August 7, 1953, 
and since that time this special subcommittee has maintained the 
closest. surveillance over the administration and operation of the act. 

Under the provisions of Public Law 203, 83d Congress (Refugee 
Relief Act of 1953), 205,000 visas were to be issued to refugees, 
escapees, and expellees in certain countries of Europe and Asia, pro- 
vided such aliens met the definitions of persons in those categories. 
In addition, 4,000 visas were made available to eligible orphans. 
Also, it was provided under Public Law 203, 83d Congress, as amended 
by Public Law 751, 83d Congress (approved August 31, 1954), that 
5,000 aliens lawfully admitted to the United States prior to July 1, 
1953, could apply to the Attorney General of the United States, not 
ater than June 30, 1955, for adjustment of status. 
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Section 20 of the basic act, Public Law 203, reads as follows: 


No immigrant visa shall be issued under this Act after 
December 31, 1956. 


The Department of State has furnished the Special Subcommittee 
on Refugees with a weekly statistical report showing the status of 
visa issuance and each such report has been carefully analyzed. The 
chairman of the subcommittee has frequently spoken on the Senate 
floor, giving these facts and figures. 

In the early days of March 1956, with the cutoff date approximately 
9 months off, one such statistical report disclosed that around 90,000 
visas had been issued, out of the 209,000 permissible. The subcom- 
mittee chairman and the general counsel conducted investigations in 
Detroit, New York, Chicago, St. Louis, Jefferson City, Mo., and 
Boston in an effort to ascertain just what were the stumbling blocks 
to the successful operation of the act. In those cities, the chairman, 
on many occasions accompanied by officials from the Department of 
State, and the general counsel, addressed large audiences, urging 
interested people to give assurances for the refugees and explaining 
the extent of the liability assumed by the maker of an assurance. 
The Department of State representatives pointed out that while the 
maker of an assurance assumed no legal liability, he did assume a 
moral obligation which should not be regarded lightly and which he 
would be expected to live up to, even though it may not be legally 
enforcible. 

By letter dated August 7, 1954, President Eisenhower wrote to the 
governors in each of the States, requesting them to set up governors’ 
committees for the purpose of facilitating the operation of the act. 
A copy of the President’s letter is as follows: 

Aveust 7, 1954. 

Dear Governor Patrerson: With America’s traditional concern 
for the homeless, the persecuted, and the less fortunate of other lands 
* * * one of the first acts passed by your 83d Congress was the 
Refugee Relief Act of 1953 authorizing the entry into the United 
States of some 214,000 refugees. 

These are men and women of the same character and integrity as 
their and our ancestors who, generation upon generation, have come 
to America to find peace and work, to build for themselves new homes 
in freedom. 

Under supervision of the Department of State an almost world- 
wide organization has been set up to help these refugees from Com- 
munist persecution, natural disaster, and military operations. To aid 
in obtaining the needed sponsorship assurances for these people, and to 
assist in the resettlement program, we need your assistance. 

It would greatly stimulate the speed and effectiveness of this pro- 
gram if you would consider appointing a governor’s committee to 
operate within your State. So that you can give full consideration to 
our suggestion, I am asking the State Department to forward you a 
complete committee manual explaining the act, functions of the 
governor’s committee, and other pertinent information. 

Your assistance in this great humanitarian program will always be a 
source of great personal satisfaction and will be a genuine service to 
many communities within your State. 
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During the period February through March of 1956, conferences 
were held with the chairmen of the various governors’ committees in 
the States of Louisiana, Texas, Washington, Oregon, California, 
Nevada, Colorado, Michigan, and Massachusetts. 

On some of those trips, the representatives of the voluntary agencies 
furnished the chairman of the subcommittee with lists of names of 
cases delayed in processing. Many such lists contained several 
hundred names. Each and every case was individually taken up 
with proper Department of State officials and the interested voluntary 
agency advised of the reason for the delay. Many hundreds of such 
cases were expedited as the result of this action and the interest and 
efforts of the voluntary agencies thereby continued. The special 
subcommittee staff has, in addition, received and answered thousands 
of communications on the subject of the Refugee Relief Act and its 
operation. 

During the period embraced by Senate Resolution 168, nine bills 
were introduced in the Senate to liberalize the Refugee Relief Act, 
which bills were properly referred to the special subcommittee. Full 
and complete hearings were held on these bills and all interested 
persons were invited to appear and testify. The hearings were 
printed and reports written. 

In addition, the special subcommittee held 12 executive sessions. 

When the recent Hungarian revolution began, the Special Sub- 
committee on Refugees had a consultant in Austria who was among 
the first to see and talk with the Hungarian refugees as they fled 
across the Austrian border. His report has been submitted and is 
of record. 

The general counsel for the special subcommittee was in Austria, 
Switzerland, and Germany during the period December 1 through 29, 
1956, and has filed a most informative report which is also of record. 
Also, during the period December 1 through 29, the chairman was 
furnished with daily reports by the general counsel. 

As a result of gathering firsthand information in Europe, of con- 
ducting invetigations and holding hearings in this country, the follow- 
ing conclusions have been reached by the special subcommittee: 

1. The act, Public Law 203, 83d Congress, was a rather difficult law 
to work with because, in addition to meeting all of the requirements 
under that law, the prospective immigrants were required to meet 
certain others under our basic immigration law—and, too, Public 
Law 203 had a cutoff date, December 31, 1956. 

As an example, before a single visa application could be processed, 
it was first of all necessary to obtain the consent of the heads of each 
of the foreign governments wherein the immigrant resided; that if it 
was subsequently found that such immigrant obtained the visa through 
fraud or by misrepresenting a material fact, the foreign government 
would readmit him. This is called a readmissibility certificate. 
Now, without exception all of the foreign governments were reluctant 
to give such a guaranty and so these negotiations had to be carried on 
at the diplomatic level, all of which required a very great deal of time. 
The following is a list showing the dates of the agreements with such 
foreign governments: 
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Tue DEPARTMENT OF STATE 


Readmission certificate agreements 


Country Date Country Date 
United Kingdom _-_____- July 20, 1954] Kuwait... 2.2.2... Dec. 20, 1954 
NS eee Ant. "24; 1064 1 sryot. .\. oil. Feb. 28, 1955 
Penman 5 Set lL Bane Me Mee eRe J. 0. ULo ol. Feb. 15, 1955 
NOs. Gin tocweon Nov. 28,1953} Nationalist China Apr. 16, 1954 
Luxembourg_____..-_-- Apr. 24, 1954 (Taipei). 

The Netherlands______- Apr. 5, 1954) Hong Kong-_........_ Dec. 18, 1954 
SVS eee Nov. —, 1954 Singapore_-_.._.------ Nov. 22, 1954 
Toner ek Ue Dec. 28, 1954 | Cambodia !______-__-_- Dec. 20, 1955 
NOPWORiss6 ens once Dee;;31, 2054 | Janen.. ... i... -..4..6 Apr. 15, 1954 
[US Se eae Ee BG oe ee Mar. 31, 1954 
CN ss waded Mar. 22, 1954] Indonesia !__......---- May 10, 1954 
Portugal and Portuguese July 21, 1955] Vietnam !__________--- May 5, 1954 

territories. ent SS ye pert ade Apr. 27, 1954 
Se ote Ls et; RG TORS Peaeeae*... . . ee cele Jan. 1, 1955 
Trans-Jordan_.....---- Sept. —, 1954] Philippines. _......._-- Jan. 10, 1955 
SS st gin Ett rebelled Aug. 13, 1954) Thailand ?...........<. Aug. 25, 1955 
Toa oe cokes ei ee Sept. 9, 1954 


1 On ad hoc basis. 


2. Another provision of Public Law 203 required that each immi- 
grant must have an assurance which could be given only by an Amer- 
ican citizen. Each such assurance guaranteed that if the immigrant 
was admitted, he would have suitable employment and housing, 
would not become a public charge, and that he would not displace 
an American citizen as to either the house or the job. In the early 
days of the act, American citizens were hesitant about giving such 
assurances, not knowing the extent of the liability they were assuming. 

3. Under the provisions of Public Law 203, the Administrator of 
the Bureau of Security and Consular Affairs in the Department of 
State is charged with administering the act. This official was con- 
fronted with many problems, not the least of which were staffing, 
budgetary, transportation, and that of finding office space in many 
crowded capitals of the world. The Administrator was most zealous, 
at all times, in discharging his duties. The following statistical report 
from the Department of State shows that 91 percent of the visas 
authorized by the Refugee Relief Act were issued: 
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Refugee relief program, tentative final statistics, Dec. $1, 1956 





Italy Greece | Nether- |Germany| Austria | France 
lands 











Each individual covered by assurance 










(cumulative): 
De Si wiabstcosacorsusesebunde 99, 593 33, 056 19, 748 82, 465 31, 925 6, 468 
S. “Vienne Meee toon ccc kes 63, 106 19, 079 15, 604 51,514 | 223,128 2, 624 
Oe PO... 8. ccncicicinaecbeliens 8, 227 2, 184 734 10, 632 2, 703 563 
4. Canceled action.................... 3, 419 503 3, 033 19, 751 6, 094 1, 280 
OPM Orissa ss knit wien cide gales 24, 841 11, 290 377 GOB fiveddécis- 2,001 
©. .RIORINED WENEL.IE) PROCNID . an. ~ 0-1 occ tatinanlecemdininesladecbdneataianaesatsh chai ie ih 
Preprocess (without assurances) appli- 
cants (status only) 
yy ee 7, 242 173 825 ee Lovadaoeuse 61 
Completed (part of in preprocess)__... 681 86 482 ROR hots th iis 9 
Assurances sent to field *................-- 17, 629 18, 520 6, 031 41,817 19, 833 3, 261 
_—<—$—————————————————————————————————— ———————— eee” 
Great Belgium | Far East Others Total 
Britain 
Each individual covered by assurance 
(cumulative): 
2. APPHCOONS. ...scoercveccessceseet. 4, 568 5, 241 26, 453 5, 556 315, 073 
S. Vis MBA, ncrceanncsseuehe * 2, O11 2, 120 7, 960 3, 181 4190, 327 
3. Visas refused __. 589 385 1, 523 569 28, 109 
4. Canceled action. 412 1, 135 541 492 36, 660 
OVORSMDEOTIDOG.. ....6<.<60s0nccccctncea a 1, 556 1, 601 16, 429 1,314 59, 977 
5. Apptionntes ell Bs Prooeas.. - nl. NL iddswcdbsilohoddabiskclhstiedbodndcleedsddebscicleteedh hese 
Preprocess (without assurances) applicants 
(status only): 
In preprocess. ashaeb lida’ 897 924 83 10, 360 
Completed (part of in preprocess)....-|- Bee ee 76 39 68 2, 969 
Assurances sent to field $_................- 2, 162 1, 747 14, 858 7, 874 133, 732 


1 Indicates a final issuance of 190,327 visas, or 91 percent of the 209,000 authorized by the Refugee Relief 
Act of 1953, which expired Dec. 31, 1956. 

2 Includes 6,400 Hungarian refugees. 

3 Assurance figures reflect principal applicants only (cumulative). 

4‘ This total, which is tentative pending a final field audit, includes the 6,400 visas issued to the revolt 
Hungarians. These Hungarians account for 3 percent of the total issuance. 


As to the Hungarian situation, it is estimated that during the period 
from October through December 1956, 154,000 Hungarians ded to 
Austria. The Austrian Government and the Austrian people have 
been most generous to the Hungarians. Many thousands of Austrian 
citizens have taken the Hungarians into their homes to live tempo- 
rarily. The Austrian economy is taxed to the limit and it is recog- 
nized that such a drain cannot continue indefinitely. President 
Kisenhower took cognizance of this fact when he sent his message of 
January 31, 1957, to the Congress, which is as follows: 


Tue Wuite Houses 


To the Congress of the United States: 


The eyes of the free world have been fixed on Hungary over the 
past 2% months. Thousands of men, women, and children have fled 
their homes to escape Communist oppression. They seek asylum in 
countries that are free. Their opposition to Communist tyranny is 
evidence of a growing resistance throughout the world. Our position 
of world leadership demands that, in partnership with the other 
nations of the free world, we be in a position to grant that asylum. 

Moreover, in the 4% years that have elapsed since the enactment of 
the Immigr ation and Nationality Act, the practical application of that 
law has demonstrated certain provisions which operate inequitably 
and others which are outmoded in the world of today. 











. 
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Prompt action by the Congress is needed looking toward the revision 
and improvement of that law. 


EMERGENCY LEGISLATION 


Last October the people of Hungary, spontaneously and against 
tremendous odds, rose in revolt against Communist domination. 
When it became apparent that they would be faced with ruthless 
deportation or extinction, a mass exodus into Austria began. Fleeing 
for their lives, tens of thousands crossed the border into Austria seeking 
asylum. Austria, despite its own substantial economic problems, 
unselfishly and without hesitation received these destitute refugees. 
More than 20 nations have expressed their willingness to accept large 
numbers of them. 

On November 8, I directed that extraordinary measures be taken 
to expedite the processing of 5,000 Hungarian visa applications under 
the provisions of the Refugee Relief Act. On November 19, the first 
of this group departed from Vienna for the United States. By Novem- 
ber 29, it had become clear that the flight of Hungarian men, women, 
and children to gain freedom was assuming major proportions. 

On December 1, I directed that above and beyond the available 
visas under the Refugee Relief Act—approximately 6,500 in all— 
emergency admission should be granted to 15,000 additional 
Hungarians through the exercise by the Attorney General of his 
discretionary authority under section 212 (d) (5) of the Immigration 
and Nationality Act; and that when these numbers had been 
exhausted, the situation be reexamined. 

On December 12, I requested the Vice President to go to Austria 
so that he might inspect, first hand, the tragic situation which faced 
the refugees. I also appointed a President’s Committee for Hungarian 
Refugee Relief to assure full coordination of the work of the voluntary 
agencies with each other and with the various Government agencies 
involved. 

On January 1, 1957, following his return to the United States, the 
Vice President made a personal inspection of our reception center at 
Camp Kilmer and then reported to me his findings and recommenda- 
tions. He reported that the people who had fled from Hungary were 
largely those who had been in the forefront of the fight for freedom. 
He concluded that “the countries which accept these refugees will 
find that, rather than having assumed a liability, they have acquired 
a valuable national asset.” 

Most of the refugees who have come to the United States have been 
admitted only temporarily on an emergency basis. Some may ulti- 
mately decide that they should settle abroad. But many will wish to 
remain in the United States permanently. Their admission to the 
United States as parolees, however, does not permit permanent 
residence or the acquisition of citizenship. I believe they should be 
given that opportunity under a law which deals both with the current 
escapee problem and with any other like emergency which may here- 
after face the free world. 

First, I recommend that the Congress enact legislation giving the 
President power to authorize the Attorney General to parole into the 
United States temporarily under such conditions as he may prescribe 
escapees, selected by the Secretary of State, who have fled or in the 
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future flee from Communist persecution and tyranny. The number 
to whom such parole may be granted should not exceed in any one 
year the average number of aliens who, over the past 8 years, have 
been permitted to enter the United States by special acts of Congress 
outside the basic immigration system. 

Second, I urge the Congress promptly to enact legislation giving 
the necessary discretionary power to the Attorney General to permit 
aliens paroled into the United States, who intend to stay here, to 
remain as permanent residents. Consistent with existing procemenes, 
provision should be made for submission of the cases to Congress so 
that no alien will become a permanent resident if it appears to the 
Congress that permanent residence in his case is mappoepests. Leg- 
islation of this type would effectively solve the problem of the Hun- 
garian escapees who have already arrived, and furthermore would 
provide a means for coping with the cases of certain Korean orphans, 
adopted children, and other aliens who have been granted emergency 
admission to this country and now remain here in an indefinite status. 
This should be permanent legislation so that administrative authori- 
ties are in a position to act promptly and with assurance in facing 
emergencies which may arise in the future. 


QUOTA SYSTEM 


The Immigration and Nationality Act of 1952, essentially a codi- 
fication of the existing law, retained the national origins quota system 
established in 1924. In the more than a quarter of a century since 
that time experience has demonstrated a need to reexamine the method 
laid down in the law for the admission of aliens. I know that Co ss 
will continue to make its own study of the problems presented, taking 
into consideration the needs and responsibilities of the United States. 
There are, however, certain interim measures which should be imme- 
diately taken to remove obvious defects in the present quota system. 

First, the quota should be based on the 1950 census of population 
in place of the 1920 census. An annual maximum of 154,857 quota 
immigrants is now provided, using the 1920 census. I believe that 
the economic growth over the past 30 years and present economic 
conditions justify an increase of approximately 65,000 in quota 
numbers. 

Second, an equitable distribution of the additional quota numbers 
should be made. Under the present system a number of countries 
have large unused quota numbers while other countries have quotas 
regularly oversubscribed. I recommend that the additional quota 
numbers be distributed among the various countries in proportion to 
the actual immigration into the United States since the establishment 
of the quota system in 1924 and up to July 1, 1955. 

Third, quota numbers unused in one year should be available for 
use in the following year. Under existing law if a quota number is 
not used during the year it becomes void. In my view Congress 
should pool the unused quota numbers for Europe, Africa, Asia, and 
the Pacific Oceanic area. Those numbers should be distributed durin 
a 12-month period on a first-come, first-served basis without regar 
to country of birth within the area. However, I recommend that 
these unused quota numbers be available only to aliens who qualif 
for preference status under existing law—persons having needed skills 
or close relatives in the United States. 


23001°—58 8. Rept. 85-1, vol. 1—— 45 
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Fourth, the so-called mortgage on quotas resulting from the issuance 
of visas under the Displaced Persons Act and other special acts should 
be eliminated. Visas issued under these acts were required to be 
charged against the regular immigration quota with the result that 
quotas in some instances are mortgaged far into the future. I recom- 
mend that the mortgages so created be eliminated with the action of 
Congress when it enacted the Refugee Relief Act of 1953, which 
provided for special nonquota visas. 

Fifth, the Congress should make provisions in our basic immigra- 
tion laws for the annual admission of orphans adopted or to be adopted 
by American citizens. Experience has demonstrated that orphans 
admitted under earlier special legislation have successfully adjusted 
to American family life. It also has revealed that there are many 
Americans eager to adopt children from abroad. 


ADMINISTRATIVE RELIEF FOR HARDSHIP CASES 


The large and ever-increasing mass of immigration bills for the 
relief of aliens continues to place an unnecessary burden upon the 
Congress and the President. Private immigration laws in recent 
years have accounted for more than one-third of all enactments, both 
public and private. Like any other enactment, each case must be 
separately examined and studied as to its merits by the Congress and 
the President. The problem presented is usually a determination 
whether hardships and other factors in the particular case justify an 
exception from the ordinary provisions of the immigration laws. 
These determinations could be effected without resort to legislation 
if the necessary administrative authority is provided. I recommend 
that the Attorney General be granted authority, subject to such safe- 
guards as Congress may prescribe, to grant relief from exclusion and 
expulsion to aliens having close relatives in this country, to veterans, 
and to functionaries of religious organizations. Generally these are 
the classes of cases which have been favorably regarded by Congress 
because of the hardship involved. 


TECHNICAL AMENDMENTS 


In addition to the quota revisions, experience under existing immi- 
gration law has made it clear that a number of changes should be made 
in the Immigration and Nationality Act of 1952. Some provisions 
create unnecessary restrictions and limitations upon travel to the 
United States while others inflict hardships upon aliens affected. 
I have made a number of proposals for amendments; with some minor 
modifications, I renew those recommendations and call attention here 
to certain of them. 

One of the obstacles to travel, and a hindrance to the free exchange 
of ideas and commerce, is the requirement in the present law that 
every alien who applies for a visa or who comes to the United States 
without a visa but remains for as much as 30 days be fingerprinted. 
In some foreigh countries fingerprinting is regarded with disfavor. 
Lacking any significant contribution to our national safety and secu- 
rity, the law should be amended to eliminate the requirement of 
fingerprinting for aliens coming to the United States for temporary 
periods. 





EMIGRATION OF REFUGEES AND ESCAPEES 9 


I further recommend an amendment to the law to permit aliens 
traveling from one foreign country to another, passing merely in 
transit through the United States, to go through this country 2 Sa 
undergoing inspection and examination, and without complying with 
all the standards for admission. This would eliminate hardships to 
the traveler, loss of good will, and much expense to the transportation 
companies. 

The law should be amended to eliminate the necessity for immigra- 
tion officers to inspect and apply all grounds of exclusion to aliens 
seeking admission to the mainland of the United States from Alaska 
and Hawaii. These Territories are part of the United States and 
aliens who have entered or are present in them are subject to all the 
provisions of the law. If any were deportable before arriving on 
the mainland their deportable status continues. 

I recommend the repeal of that provision in the law which requires 
aliens to specify their race and ethnic classification in visa applications. 

A large number of refugees, possibly thousands, misrepresented 
their identities when obtaining visas some vears ago in order to avoid 
forcible repatriation behind the Iron Curtain. Such falsification is a 
mandatory ground for deportation, and in respect to these unfortunate 
people some relief should be granted by the Congress. 

Inequitable provisions relating to the status under the immigra- 
tion laws of Asian spouses, and of adopted and other children should 
be rectified. 

Alien members and veterans of our Armed Forces who have com- 
pleted at least 3 years of service are unable to apply for naturaliza- 
tion without proof of admission for permanent residence. I recom- 
mend that this requirement be eliminated in such cases, and that 
the naturalization law applicable to such persons be completely over- 
hauled. 

While the present law permits adjustment of status to permanent 
residence in the cases of certain aliens, it is unnecessarily restrictive 
as to aliens married to United States citizens. Adjustment is for- 
bidden if the alien has been in the United States less than 1 year prior 
to his marriage. This results in the disruption of the family and 
causes unnecessary expense to the alien who is forced to go abroad 
to obtain a nonquota visa. It is my recommendation that the require- 
ment of 1 year’s presence in the United States before marriage be 
repealed. 

JUDICIAL REVIEW 


I have previously called the attention of the Congress to the neces- 
sity for a strengthening of our laws in respect to the aliens who resort 
to repeated judicial reviews and appeals for the sole purpose of delay- 
ing their justified expulsion from this country. Whatever the ground 
for deportation, any alien has the right to challenge the Government’s 
findings of deportability through judicial process. This is as it should 
be. But the growing frequency of such cases brought for purposes of 
delay, particularly Tae involving aliens found to be criminals and 
traffickers in narcotics and subversion, makes imperative the need for 
legislation limiting and carefully defining the judicial process. 
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I have asked the Attorney General to submit to the Congress legis- 
lative proposals which will carry into effect these recommendations. 
Dwicut D. E1sennower. 
Tue Wuire House, 
January 31, 1957. 


In conclusion, the special subcommittee recommends that the sug- 
gestions set forth in the President’s message of January 31, 1957, be 
carefully studied to the end that legislation may be enacted to deal 
adequately with both the overall and the Hungarian refugee problems. 


O 
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Marcu 4 (Legislative Day, Marcu 2), 1957.—Ordered to be printed 


Mr. Keravver, from the Committee on the Judiciary, submitted the 
following 


REPORT 


Senate Resolution 89 which was adopted by the Senate on June 1, 
1953, provided that the Committee on the Judiciary, or any authorized 
subcommittee thereof, was authorized and directed to conduct a full 
and complete study of juvenile delinquency in the United States. It 
stipulated that such an investigation give special attention to (1) 
determining the extent and character of juvenile delinquency in the 
United States and its causes and contributing factors, (2) the ade- 
quacy of existing Federal laws dealing with youthful offenders, (3) 
sentences imposed on, or other correctional action taken with respect 
to, youthful offenders by Federal laws dealing with youthful offenders, 
(3) sentences imposed on, or other correctional action taken with 
respect to, youthful offenders by Federal courts, and (4) the extent to 
which juveniles are violating Federal laws relating to the sale or use 
of narcotics. 

Senate Resolution 89 extended through January 31, 1954. On Janu- 
ary 27, 1954, Senate Resolution 190 was adopted by the Senate and 
provided for the extension of Senate Resolution 89 to January 31, 1955. 
On March 10, 1955, Senate Resolution 62 was adopted and on July 7, 
1955, Senate Resolution 125 was adopted, both of which extended the 
subcommittee through January 31, 1956. On March 19, 1956, Senate 
Resolution 173 was adopted and on July 16, 1956, Senate Resolution 
303 was adopted which provided for the extension of the subcommittee 
through January 31, 1957.* 


I. ORGANIZATION AND STAFFING 


On August 4, 1953, the chairman of the Committee on the Judiciary 
appointed a subcommittee to carry out the terms of the resolution. 
Senator Robert C. Hendrickson was appointed chairman and served 
the subcommittee in that capacity until December 13, 1954, when he 
resigned in order to devote himself to the many details involved in 
concluding his term of office in the Senate. The subcommittee owes 


*See appendix for texts of resolutions. 
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much to Senator Hendrickson for the dedication and leadership he 
brought to its important work. Other members appointed to the sub- 
committee were Senator William Langer, Senator Estes Kefauver, and 
Senator Thomas C. Hennings, Jr. 

On January 7, 1955, Senator Harley M. Kilgore, chairman of the 
Committee on the Judiciary, appointed Senator Estes Kefauver 
chairman of the subcommittee. ies appointed to the subcommittee 
were Senator Thomas C. Hennings, Jr., Senator Olin D. Johnston, 
Senator William Langer, and Senator Alexander Wiley. Upon the 
resignation of Senator Johnston, Senator Price Daniel, Texas, was 
a? ote to the subcommittee. 

ubsequent to the extension of the subcommittee on March 19, 1956, 

the following people were included on the staff of the subcommittee: 

James H. Bobo, general counsel 

Peter N. Chumbris, associate counsel 

John D. Erwin, editorial director 

Richard M. Gibbons, clerical assistant, files 

M. Bernadine Johnson, assistant counsel 

Sarah F. Johnson, secretary 

Elizabeth T. McGill, secretary 

Martin Mayes, consultant 

Ernest A. Mitler, special counsel 

Car! L. Perian, research director 

G. Elaine Pitt, clerical assistant 

Claud M. Schonberger, research assistant 

Marjorie H. Smith, clerical assistant 

In its efforts to recruit a suitable staff for the complex task facing 
it, the subcommittee personne! selected included persons with a wide 
variety of backgrounds. The majority were or had been connected 
with juvenile-delinquency work in one or another of its many phases. 
Thus, the staff included personnel with backgrounds in law, social 
work, sociology, criminology, social research, and education. These 
staff members have had available to them and regularly called upon 
experts in other related fields, for example, psychology and psychiatry, 
whose knowledge was based upon experience in research or operational 
activities in the field of delinquency. 


OBJECTIVES OF THE SUBCOMMITTEE 


Immediately after its organization, and pursuant to the directive of 
Senate Resolution 89, the subcommittee set for its objectives the 
following: 

(a) Factfinding, to determine the extent, causes, character, and con- 
tributing factors with respect to juvenile delinquency; the adequacy 
of existing treatment and preventive measures; the efficacy of exist- 
ing Federal laws relating to juvenile delinquents and youthful offend- 
ers, including those laws relating to narcotic addiction; and the 
manner and effects of Federal sentencing procedures; 

(b) Focusing public attention, through the factfinding process, upon 
existing problems, including the use of narcotics, relating to juvenile 
delinquency and the commission of offenses by youths throughout the 
country ; and 

(c) eer tene on the basis of the facts found, such measures 


and action as the subcommittee may determine to be needed to prevent 
juvenile delinquency and the commission of criminal offenses by 
youths, and to rehabilitate those children and youths who have already 
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embarked upon delinquent or criminal careers or who have become 
narcotic addicts. 

The subcommittee made investigations on the community level in 
every major geographical section to determine the total implications 
of the nationwide scope of the problem. At these community hear- 
ings, the subcommittee attempted to develop information withm the 
community relative to the following: 

(a) The extent and character of juvenile delinquency within the 
community. 

(6) The existence, if any, of organized juvenile gangs; the extent 
to which these gangs operate, and the activities in which they are 
engaged. 

(c) The extent of the use of narcotics and synthetic drugs among 
juveniles in the community. 

(ad) The existence in the community of living conditions which con- 
tribute to delinquency with particular attention to such conditions in 
relation to children of migratory workers and other socially disadvan- 
taged groups of children. 

(e) The use of alcoholic beverages by juveniles contrary to law, 
and the effect it may have upon their delinquency. 

(f) The existence in the community of adult exploitation of juve- 
niles by recruiting them into crime, by encouraging them to gamble, 
by directing their criminal activities, or by profiting from their crim- 
inal exploits, i. e., fencing stolen goods by juveniles, and white slavery. 

(7) The extent to which communities have developed successful 
programs for the prevention of juvenile delinquency and for the 
rehabilitation of delinquent children and youths, including juvenile 
courts and probation procedures, detention facilities, ete. 


METHODS OF INVESTIGATION 


Methods of investigation utilized have varied according to subject 
matter. In broad terms, the subcommittee has conducted three types 
of investigations—community investigations, investigations of special 
problems, and investigations into relevant Federal programs. 

In advance of each community hearing an investigating or fact- 
finding team was sent into the community. The aim of the team was 
to determine the extent, causes, character, and contributing factors 
with respect to juvenile delinquency and to arrange for the presenta- 
tion of these data in a logical and forceful manner at the hearing. 
Team members contacted and worked with community officials and 
agencies. They also made firsthand observations in the community. 

It should be emphasized that the subcommittee staff did not conduct 
surveys of community programs in the fields of mental health, recrea- 
tion, social welfare, and education. They did, however, through the 
aid of local persons secure a general picture of the adequacy of existing 
treatment and preventive measures relating to juvenile delinquency. 
These materials were then organized for presentation at subcommittee 
hearings. 

Investigations of both special problems and the various Federal 
programs concerned with juvenile delinquency involved the collection 
and analysis of materials from throughout the United States. These 
were collected by use of questionnaires and through field investiga- 
tions and observations conducted by various members of the subcom- 
mittee staff. 
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II. THE NATIONAL PROBLEM 


NUMBER OF DELINQUENTS 


In its previous interim reports No. 1064, 83d Congress, 2d session, 
and No. 61, 84th Congress, 1st session, this subcommittee has reported 
the increase in number of delinquent acts being committed by those 
in the 10-to-17 age group. The upward trend in these numbers con- 
tinued through the year 1954 and into 1955. 

Two years after the end of World War II, in 1948, there were less 
than 300,000 juveniles appearing before the courts. By 1952 this 
number had increased to 385,000, and in 1953 to 435,000. In 1954, 
475,000 children 10 to 17 committed delinquent acts serious enough 
to bring them before a court, and in 1955 this figure had risen to 
500,000. 

In this 7-year period juvenile court cases increased 70 percent, 
although there was only a 16-percent increase in the number of chil- 
dren who were of juvenile court age. In nonurban areas the increase 
was even more marked. These areas showed an average 78-percent 
increase in delinquency cases. 

On the basis of figures received for 1956, the subcommittee esti- 
mates that if the trend continues, 530,000 juveniles will appear before 
the courts this year. 

The Bureau of the Census predicts that by 1965 the United States 
will have 50 percent more boys and girls in the 10-to-17 age group 
than in 1955. If the Nation’s delinquency rate continues its upward 
trend at the same rate it has during the years 1948 through 1955, over 
1 million children will appear before the courts in 1965. 

The year 1955 also saw more than 1,450,000 boys and girls coming 
to the attention of the police for misbehavior. About 3 out of 4 were 
dealt with directly by the police and were not taken to the juvenile 
court. Police departments referred 350,000 children to the courts 
and an additional 150,000 were referred by parents, teachers, social 
agencies and others. 

Boys outnumbered girls by a ratio of 5 to 1 in committing delin- 
quent acts. 

Court records show that of the number of children brought before 
a court, approximately 35 percent have been there before on one or 
more occasions. 

NATURE OF DELINQUENT ACTS 


The majority of the boys and girls who come before juvenile courts 
for delinquent behavior are between 15 and 17 years of age. Boys 
are referred most often for running away or committing malicious 
mischief and girls for being ungovernable, for running away, or for 
having committed a sexual offense. The 16-year-old age group com- 
mitted more crimes against property than any other age group, both 
adult and juvenile. 

The Federal Bureau of Investigation figures for 1955 show that 
those 18 years of age and under committed 68 percent of the auto 
thefts, 57.6 percent of the burglaries, 61 percent of the larcenies, 27 
percent of the robberies, 23.4 percent of the rapes, 9.6 percent of as- 
sault cases, and 6.9 percent of the homicides. 
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This report also shows that persons under 21 years of age com- 
mitted 51 percent of all the crimes against pee. (See charts A 
and B for juvenile-arrest statistics prepared by the FBI.) The cost 
to the American public in property value stolen by juveniles was ap- 
proximately $115 million. In addition to this cost is the inestimable 
damage done through acts of vandalism. The Philadelphia Trans- 
portation Co. reported vandalism cost that company over $30,000 in 
1 year. In the Chicago area, vandalism cost railroads over $60,000 
annually, and damage through vandalism in schools and other public 
property amounts to millions of dollars per year. 


CuHart A.—Juvenile-arrest statistics, 1955 


Arrests of young persons (under 18) increased 11.4 percent in 1955. Arrests 
of persons under 18 in 276 larger cities (over 25,000 population) rose 10.5 percent. 
Arrests of persons under 18 in 866 cities under 25,000 population rose 15.6 percent. 

Reports from 1,477 cities reflect 1,861,764 arrests in all age groups in 1955. 
These cities represent 46.8 percent of the urban population, according to the 
1950 census. 

The following number of crimes in each category were committed by young 
people 18 years old and under. Also shown is the percentage of the total 
number of crimes committed by young people in this age group. 
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Crime | Number | _ Percent 
Murder and nonnegligent manslaughter. -_....................-.....-.----.- 142 | 6.9 
Manslaughter by mogligenee... - <i cc cscccdosnsc cine cee sdeawewe . so ctdecuwe 106 | 8.0 
MONIES casa ic scan wcosnetacive tte oo obtdt in 2296 a necceaenennenen OOEe a 3, 464 | 27.0 
RAE IE is cb vbigcncceemdoiachthiatessentebacnte Hiltahew iste alee 2, 242 | 9.6 
RUNNIN iad castro niga hdnsitahhigiatanaanne mataiiele aieiete iuleiit sided 6, 489 | 8.8 
RE ~~ DORR OF CET oa os ons n seva dae eadiebeniannione 25, 612 | 57.6 
LATOON YUE so. none cnn nis cc ockedes db db dad en bod ceee soln ceeds 42, 242 61.0 
a eS RE es ccmnelialliesith sRanadddinhiedanndiainedin dae 15, 960 68. 0 
SERN WE TE... 2... 82... -cossandncail xan dovebateziconaaen 458 3.2 
Stolen property; buying, receiving 1, 047 | 32.3 
Forgery and counterfeiting. _...-- 728 | 8.0 
DN Ot eee er eels aes 1,178 23. 4 
Prostitution and commercialized vice 655 | 3.0 
Gir Ok CRMs oii bettas AE 3, 209 | 17.0 
Narcotic drug laws_-.-.-.-- dahntt gees Sie de sweats Bpitaddate ees beam 409 6.0 
Weapons; carrying, possessliit, 0t0<.- 6s asecupevescawawscuseewsrmcevsesvexnes 2, 952 | 20.0 
Offenses against family and children...................-...-...-...2---.---.- 1, 395 6.0 
Liquor laws. ..........-- nsinedactnenatsstite wbtdtliankivakdceBiseddtseeadeed 6, 365 17.0 
Driving while tntoxsionted « - oo. on soo 5 5 oso ee se eS ese occ eee dees... 1, 158 1.0 
TIES GUNS... curs tb iccknnnsdsied cnn <ciueineits adie cindiettthdaiees Gakdeid 26, 149 13.5 
SPINE to toed itc ct Os ainie aeectakinien badmenanenmeea eenianiihiaiiestinmiasheisieniacel 10, 344 | 1.0 
VOI. cus. acccccababaee checedaccbith edendined tlcedddsediebeetadibaddied 4, 441 4.0 
GRIN in noc cn ndctccngenyesdmamardbtonedesd eee eee ees 651 15 
COE 2. oo i bon int ccise idunhacbeispeices bude bove sete Unie hsdeaeenedemalasel 15, 756 22.0 
All other offenses__.... shui ereviboceot ashi ced sLastieks handenee tenses 61, 538 30.0 











Young people committed 234,690 crimes in all categories. Projecting this 
figure on the basis of the entire population shows 501,475 crimes committed by 
those 18 and under. 
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DISPOSITION OF DELINQUENTS 


In 1955 approximately 50 percent of the cases appearing before the 
courts were dismissed, adjusted, or held open without further action. 
One hundred and twenty-five thousand were placed on probation and 
more than 40,000 committed to some type of training school for delin- 
quent children. The balance of the cases were either referred to some 
other agency or handled summarily. 

There is a constant caseload for the Nation’s probation officers of 
over 100,000 boys and girls. 

Of those who are committed to training schools, the average length 
of stay is 1 year. 

FUTURE TREND 


It is difficult to know if the peak in juvenile delinquency may have 
been reached in 1956. Many cities reported to the subcommittee that 
they experienced a decrease in the number of children in trouble and 
other cities experienced no increase during the year. 

An increased public awareness of the juvenile-delinquency problem, 
together with the institution of preventive and treatment measures by 
Federal, State, and local governments, undoubtedly accounts for any 
decrease in numbers immediately seen. Over the next 3 to 5 years, 
when the programs being instituted this year are in full operation, the 
Nation should show tremendous improvement in its juvenile-delin- 
quency rate and a substantial decline in the number of recidivists 
coming to the attention of police and courts. 


III. ACTIVITIES OF THE SUBCOMMITTEE 


Against a background of a seriously as national juvenile- 
delinquency problem the Senate commissioned this subcommittee to 
determine the extent and character, the causes, and contributing factors 
of juvenile delinquency ; to focus public attention on the problem; and 
to judge the adequacy of Federal laws to deal with juvenile delin- 
quency and propose legislation where necessary. 

To achieve these goals the subcommittee sought the support of 
qualified citizens all over the country. Experts in the various fields 
concerned with delinquency were loaned to the subcommittee. A staff 
of professionals were recruited to conduct the investigation. Em- 
phasis was — upon finding both scholars who theorized about the 
problem and field workers who actually went out and put the theories 
into operation. 

Many professional organizations and universities assisted the 
subcommittee to interpret its findings. 

The subcommittee first turned to find the pattern of delinquency 
in this country. 

Hearings were held in representative communities and testimony 
received from those dealing with the problem on a day-to-day basis. 
From these hearings emerged the basic pattern and specific manifes- 
tations of juvenile delinquency. Certain problems were found to be 
serious in all communities. Some were peculiar to rural areas; others 
to border areas. 

With the extension of the subcommittee in 1955, we immediately 
set a work probing into the separate problems of this nationwide 
pattern. ] 
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Our first investigation was into the relationship between youth 
employment and juvenile delinquency. We wanted to learn how 
much connection there was between the inability of some teen-agers to 
find suitable employment and the growth in juvenile misconduct. 

Special attention was given to the problem of the “dropout” student, 
the child who leaves school at an early age and is not able to obtain a 
job. This child often drifts from job to job, then to no job, and, in 
too many cases, sets a foot on the road to delinquency. 

We discovered that a proper counseling service provided either by 
his school or by the United States Employment Service might have 
kept him in school, or if he was determined to leave, found him a job 
compatible with his personality and ability. 

We were disturbed to learn that many children fail to have their 
best potentialities developed because their school did not have a proper 
counseling and guidance program. 

As a result of the hearings, information on the situation was dis- 
seminated throughout the country and programs for meeting the need 
of the student and in keeping with restricted school budgets were 
highlighted. 

Through proper cooperation and planning between the school and 
the United States Employment Service, existing facilities can be 
utilized more effectively than in the past. 

The subcommittee has prepared an Interim Report on Youth Em- 
ployment and Juvenile Delinquency which sets forth its findings and 
recommendations for corrective action. 

The impact of the mass media on youth was the second area studied 
by the subcommittee. 

The first topic within this area to receive consideration was the 
crime and horror comic book. As a result of the subcommittee’s 
studies, the industry appointed its own code administrator and began 
serious efforts to clean out the books adjudged to have a bad influ- 
ence on young people. 

Television was the second topic for consideration in our mass media 
study. At our hearings we heard from the leaders in the television 
industry, their critics, and those who have conducted scholarly surveys 
of the mass media. 

The industry, brought face to face with the problem of its influ- 
ence on juvenile conduct, is already making efforts to improve its 
programs so that a more beneficial diet will be presented to the child 
turning to television for entertainment. 

We asked the television broadcasters to adhere more closely to their 
code. We pointed out to them that many violations of their own 
code are occurring which could have detrimental effects on children. 
We then asked those not belonging to the radio and television code to 
join so that a united front could be presented for better programing. 

Ve were also especially interested in having all who produce films 
for television come under some:sort. of industry regulation. At pres- 
ent some are subject to no restrictions. 

In Los Angeles we heard from those engaged in motion-picture pro- 
duction,. This. study was, in reality, an extension of our television 
study, for the basic principles applying to television alsa apply. to 
motion pictures. Si aylditsieeepe: Sie, se 

We also wanted to:take:a closer look. at the. Hollywood advertising 
code, which seems to have been administered far too laxly in. the Jast 
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few years. The predominance of crime, horror, violence, and sex 
ortrayed in film advertisements not only transgresses upon good taste 
ut also constitutes a genuinely harmful influence on young people. 

Both the motion-picture producers and the advertisers have finely 
worded codes, but too often these codes are violated. When they are 
violated, so are the minds and sensibilities of our children. 

The predominance of brutality in both movies and television is mak- 
ing our Nation’s youth insensitive to human suffering. They are be- 
coming so accustomed to an overwhelming amount of crimes and vio- 
lence that death and pain are becoming meaningless. 

In studying the mass media, we started from the very proper premise 
that our society frowns on censorship. We believe then, and we be- 
lieve now, that American industry can so regulate itself by voluntary 
codes that Government control in this field should never be necessary. 

Now that the industry has been presented with the very revealing 
facts of its influence on the mores of this country, the subcommittee 
feels sure they will be more selective in their programing. It is cer- 
tainly to be hoped that the industry will police itself and not force 
the Federal Government to intervene. 

Special reports were prepared on each phase of the mass media in- 
vestigations. Comic Books and Juvenile eliaaneles. Report No. 62, 
84th Congress, Ist session was issued on March 14, 1955. Television 
and Juvenile Delinquency, Report No. 1466, 84th Congress, 2d ses- 
sion was isued on January 16, 1956, and Motion Pictures and Juvenile 
Delinquency, Report No. 2055, 84th Congress, 2d session, was issued 
on May 25, 1956. 

One of the most shocking of our investigations revealed the extent 
to which pornography was reaching even our very young children, 
and the terrible influence such filth was having on their conduct. 

After holding hearings in New York, it was estimated that the 
traffic in erotic photographs, illustrated playing cards, phonograph 
records, movies, slides, illustrated books and pamphlets, totaled $300 
million to $400 million a year. 

Following hearings in Los Angeles, however, it was felt that the 
original estimate was far too low. There are indications that the 
real traffic in pornography may run higher than half a billion dollars 
annually. 

From testimony received by the subcommittee it is known that this 
pornography is reaching the hands of children. In many instances, 
children are using their lunch and allowance money to pay for this 
filth. 

These materials portray abnormal sexual behavior as normal. They 
are sold to children by adults. Psychiatrists told the subcommittee 
that much of the pornography was deliberately geared to the young 
and sexually inquisitive mind. 

The perversion of the individuals who produce this material was 
brought home with startling emphasis when it was learned that they 
no longer rely solely upon adults to participate in the scenes involving 
sex which they record on motion-picture film and still photographs. 
Teen-agers are being enticed into participating as well, led on, in 
many cases, by unscrupulous adults exploiting their innocence. In 
one extreme case children as young as 4 had participated in abnormal 
sexual conduct before the camera. This happened within a few miles 
of the Senate Chamber. 
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A list was compiled made up of pornographers unearthed during 
the hearings and sent to police chiets thar Gusthout the country. Asa 
result, raids were staged in several cities. For example, in Houston 
and Minneapolis large collections of pornographic materials were 
seized. In both cases, local police chiefs had followed through on 
specific leads furnished them by subcommittee investigators. Testi- 
mony by these particular pornographers implicated witnesses who 
used the fifth amendment before the subcommittee in New York. 

This subcommittee held hearings on and reported S. 599 and S. 600, 
which were bills designed to curb the interstate transportation of 
pornographic material. The final version of S. 600 was passed by 
the Congress, signed by the President, and is now Public Law 95. 

In its interim report on pornography, the subcommittee made other 
recommendations to further curb this traffic. 

Delinquency among Indian children was another concern of this 
subcommittee. In hearings in North Dakota during 1954, the sub- 
committee discovered a great lack of care for the Indian population. 
In interim report No. 61 strong recommendations for assistance to 
these tribes were made. Some of these recommendations resulted in 
executive action to improve conditions. 

During 1955 the subcommittee studied Indian delinquency in the 
Southwest. It found that while the problem there was a little less 
strained than in other parts of the country, it was, nevertheless, worse 
than it should be. 

The causes of delinquency there were similar to the causes in other 
parts of the country—poor housing, poor schooling, poor job facilities. 

Children cannot be decently raised in the squalor that characterizes 
some of our Indian reservations. Here is one area where the Federal 
Government can lead the fight against juvenile delinquency, for the 
reservations are properly the concern of the Congress. 

In March, the subcommittee held hearings that resulted in the 
restoration of law and order on the Fort Totten, N. Dak., Reservation. 
A legal controversy had left this reservation without law enforcement. 
This controversy was resolved through bringing together State and 
Federal Indian officials before the subcommittee. 

The findings and recommendations of the subcommittee are set 
forth in its interim report dealing with juvenile delinquency among 
the Indians. 

Education and school programs, the public’s first line of defense, 
were the subject of hearings held in Nashville. Tenn., on August 10, 
11, and 12, 1955. Many of the Nation’s most prominent educators 
testified on the role of the school in meeting the problem of 
delinquency. 

Investigation had indicated that the educational program of the 
Nation is a major area of concern. The fact that the number of chil- 
dren involved will have doubled by 1969 places tremendous burdens 
upon every school district to expand facilities and programs. 

Community hearings had demonstrated that the public school is 
the one community agency that possessed both the authority and re- 
lationship with children and parents to initiate an effective delin- 
quency prevention program, prior to the time children come to the 
attention of the police and court. The youths who become delin- 
quent in alarming numbers between the ages of 15 and 17 had demon- 
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strated problems of adjustment when they were 6 to 11 years old. 
To prevent delinquency these problem childvon must be reached early, 
at the beginning of their school career. 

Qualified teachers must be provided to work with smaller class 

roups in the lower grades, so that children can be properly inducted 
into a wholesome group experience. Each school district must have 
professional services to work with children and their families, not 
only in the school but in the home and community. Help must be 
given to families where training and emotional climate fail to pre- 
pare the child to make a satisfying social adjustment in educational 
groups. Special remedial programs must be developed for children 
whose inability to comprehend creates an adjustment problem. 

Educational authorities testified that even if such services could 
be made available, there would be a residual group of boys and girls 
that could not be successfully helped in a home setting. These chil- 
dren would profit by a 24-hour program in a boarding school or group- 
living situation. This type of school would operate without punitive 
stigma and group-living experiences would be geared to pra:tical 
educational experience. 

The findings of the subcommittee on the role of education in juve- 
nile delinquency and its recommendations are set forth in an interim 
report. 

At the hearings in Nashville were also heard leaders from most of 
the religious organizations in the Nation. 

In conjunction with the hearings on education, a hearing was held 
which stressed the role of the church in combating delinquency. 
This hearing was so designed that each major denomination in the 
Nation could present its program for study by other denominations 
and gain from the testimony of others. Many sound and constructive 
programs of enlisting youth in religious activities as a method of 
combating delinquency have been included in the subcommittee’s 
report on religion. No legislation will result from this hearing, 
but the subcommittee provided through the hearing, and in the sub- 
sequent report, a wide dissemination of information that will prove 
of great value to the religious leaders of the Nation. 

Hearings were held in Chicago, I1., and Miami, Fla., in connection 
with S. 3021, legislation introduced by Senators Kefauver and 
Langer of this subcommittee, to explore the nationwide traffic in 
selling babies for profit across State lines. The subcommittee found 
that approximately 25,000 babies are placed each year outside of 
legitimate adoption placement agencies, of which thousands are sold 
by doctors, lawyers, midwives, and other individuals to couples de- 
siring children, without any investigation as to the suitability of 
parents or child. This traflic is largely interstate to escape the restric- 
tions of State laws dealing with intrastate adoptions. As a result of 
these hearings a subcommittee bill, S. 3021, was introduced to correct 
many of the abuses arising from this traffic. 

The subcommittee held hearings also on the determination of the 
possibility of using surplus military installations for Boys-Town 
type projects; and a community hearing was held in the city of St. 
Louis, Mo., in July, as a result of a dramatic increase in juvenile mis- 
conduct there. A report was written which contains several recom- 
mendations which the subcommittee feels are necessary if the delin- 
quency trend is to be reversed in that city. 
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The subcommittee conducted investigations and held conferences in 
the Territory of Alaska in three of the principal cities there— 
Juneau, Anchorage, and Fairbanks. Much valuable information was 
received pertaining to the entire Territory in matters having an im- 
pact on juvenile delinquency and related problems having to do with 
the native population composed of Eskimos, Aleuts, and Indians. 
From the evidence received, it was indisputably determined that 
there has been a notable increase in juvenile delinquency in Alaska 
during the past 5 years, due largely to the fact that the population 
has doubled during that’ period. FE urther, it was found that a serious 
lack of facilities for the prevention of juvenile delinquency and for 
the treatment, care, and rehabilitation of the juvenile delinquent 
existed in the Territory of Alaska. In its Interim Report No. 2774, 
the subcommittee submitted six specific recommendations to alleviate 
the several problems found in the Territory of Alaska. 

The subcommittee held further hearings on Indian reservations, 
covering the States of Montana, Idaho, and Wyoming, since serious 
problems which had an impact on Indian youth were brought to the 
attention of the subcommittee. It was forcibly related to the sub- 
committee that the very low income status of the Indian family; 
poor housing and living conditions; the inability to obtain loans or 
necessary capital to operate their ranches, farms, and small busi- 
nesses; and the inability to obtain continuous employment and the 
lack of necessary and sufficient facilities for the health, welfare, and 
education, and recreation of the Indian people and their youth had 
a tremendous impact on the problems of the youth on the Indian 
reservation and in surrounding areas. The subcommittee was able, 
during the course of these heari ings and shortly thereafter, to correct 
certain problems affecting the Indian people by either ‘legislative 
action or by taking the matter up with the administrative agencies 
having jurisdiction. 

The following two sections on youth employment and education 
are followup comments to the interim reports issued by the subcom- 
mittee on these two subjects. 


YOUTH EMPLOYMENT AND DELINQUENCY 


Testimony presented to the subcommittee indicates that employ- 
ment and unemployment have some relation to the problem of juvenile 
delinquency. The subcommittee is convinced that successful work 
experience plays an important part in the wholesome development of 
boys and girls. The sense of achievement and personal worth that 
comes from work and the acceptance by adults as coworkers on a job 
help young people to realize the satisfactions that reward constructive 
activities. 

In 1955, over 4 million youth 14 through 17 worked some time during 
the year. Many of these were students working after school or dur- 
ing vacations. On the other hand, there were over one-half million 
of this age group who were out of school and not wor king. Young- 
sters who drop out of school are particularly disadv: antaged in finding 
employment and in holding jobs if they find them. Jobless, idle and 
without funds, they become particularly vulnerable to delinquency. 

Many of these children, often referred to as the school dropouts, 
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are potential delinquents who receive little in the way of special 
services needed to solve the problems which caused them to drop out 
of school. They are potential delinquents not because they are ig- 
norant or because they have evil designs but because of society’s 
neglect. Numbers of children unable because of many problems to 
adjust to school are equally unable, in the absence of specialized help, 
to adjust to the demands of a job. Such a boy or girl finding a job 
is likely to stay with it a few weeks only. When he leaves the job, 
he does not go back to school. He is jobless, back on the streets. 
Too often the only jobs open to these untrained youth are those with 
such poor working conditions or low wages that other workers won’t 
take them. Boys and girls become discouraged, quit or are discharged 
and, not knowing where to turn, resign themselves to idleness. 
Helping young people to prepare for and become a part of the 
economic life of the community is a responsibility shared by all 
citizens. This responsibility begins with support of education. 


School attendance and child-labor laws 


Boys and girls must have adequate schooling if they are to find a 
place in our economic life. The continuing increase in the educational 
level of our people has been one of our outstanding national accom- 
plishments. The provisions of almost universal education to age 16, 
and the widespread acceptance of the goal of high-school education 
for all and of higher. education for all who can profit from it are 
goals which the subcommittee supports. A broad education will 
become increasingly important as a factor in employability, social 
adjustment, and prevention of juvenile delinquency. School attend- 
ance and child-labor laws have played an important part in realizing 
the concept of universal education, as well as opportunities for health- 
ful development of youth. 

Concern over the lack of employment opportunities for many youth, 
and especially among the school dropouts, has raised questions as to 
whether under present-day conditions child-labor laws are in some 
aspects more restrictive than necessary to accomplish their safeguard- 
ing purpose. 

The subcommittee asserts its belief that the basic protections of 
child-labor laws are essential contributions to the welfare and oppor- 
tunities of youth and should not be relaxed. It appears, however, 
that in some respects they are deficient in serving their purpose for 
a minority who need special programs. It is recommended that the 
United States Department of Labor conduct studies to determine 
what, if any, changes are needed in the child-labor provisions of the 
Fair Labor Standards Act to improve their effectiveness in advancing 
youth welfare under present-day conditions. Particular attention 
should be given to the application of child-labor standards to em- 
ployment as part of schoolwork programs as distinguished from 
independent employment. 


Progress in school retention 


The schools are to be commended for their efforts and the progress 
made in reducing the percentage of school dropouts. It is the drop- 
outs who have the greatest difficulty in securing employment and who 
represent the most serious social problems of youth in the community. 
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Evidence indicates that smaller classes, broad curriculums, and more 
counseling facilities are essential elements in school retention. The 
schools need wide financial support if classes are to be reduced and 
more individual attention provided to make sure that the ever-increas- 
ing numbers of students do not produce ever-increasing numbers of 
dropouts who are poorly prepared for employment. 


School and work programs 


Further development of schoolwork programs is one promising 
means for motivating those now dropping out of school as soon as 
compulsory-education laws allow, to continue their education. There 
should be an expansion of schoolwork opportunities through more 
educational experimentation in using young people’s part-time job 
experience for their educational and personal growth. This is espe- 
cially needed for nonacademic pupils who are weak in the basic 
personal qualifications important for vocational adjustment. Through 
a combination of school] and work, school can be made more meanin 
ful and the learning values of the work increased. Under school- 
supervised work-experience programs, school and employers cooperate 
in helping students learn good work habits, develop constructive atti- 
tudes and a sense of responsibility, and overcome personality diffi- 
culties. It is recommended that Federal funds be made available 
through the Office of Education to encourage and aid in the estab- 
lishment of work-experience education and work- activity programs for 
young people who need this kind of education. It is also recommended 
that the Department of Labor explore the practicability of setting up 
conditions under which the child-labor provisions of the Fair Labor 
Standards Act would be modified to permit employment of boys and 
girls under 16 on such school-supervised work-experience programs. 
This should be done without impairing the necessary protection for 
young people that has been gained through legislation in the past half 
century. 

Vocational guidance and counseling 

Adequate guidance and counseling services can also prevent many 
young people from dropping out of school or in other w ays becoming 
problems in the community. While more guidance facilities should 
be provided in the community for out-of-school youth, it is the school 
that has the greatest opportunity and the most responsibility for 
guidance during the child’s formative years. 

The subcommittee recommends a significant expansion of guidance 
services within the school system of the Nation. Vocational and edu- 
cational guidance as well as help with other problems should be avail- 
able to every child on an individual basis when he needs it. It has 
been suggested that existing Federal and State programs might be 
reviewed to determine how, through the provisions of the George- 
Barden Act, additional funds could be made available to increase 
substantially and rapidly the vocational and educational guidance 
facilities and services of the public schools. Emphasis should be 
placed on the importance of vocational and educational guidance in 
assisting youth to realize their full potentialities both as workers and 
as individuals. Specifically, attention should be given to the problem 
of identifying, developing, and conserving the professional, technical, 
and skilled manpower potentialities of the youth population of the 
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United States. Careful study should be given to the recommendations 
of the National Manpower Council * concerning the importance of vo- 
cational and educational guidance services in developing and main- 
taining the skills of the work force. Steps should be taken to broaden 
school programs in other ways to help nonacademic pupils at the 
highssdline level who have not developed the personality traits and 
responsibility needed for employability and successful vocational 
adjustment. 


Employment of out-of-school youth 


More information is needed about the causes of the high rate of 
unemployment among school dropouts. Since most of the dropouts 
are 16 years of age and over and the minimum age for general employ- 
ment is 16 years, it is clear that child-labor laws are not the: major 
cause of idleness. It is recommended that the Department of Labor 
study attitudes and practices of employers who either give or deny job 
opportunities to young people, and suggest how hiring practices can 
be changed constructively, and disseminate information on successful 
community programs that help out-of-school youth improve their 
qualifications for employment and find a productive role in the labor 
market. 


Employment services 


It is recommended that the Wagner-Peyser Act be amended to spe- 
cifically require State employment services to provide vocational serv- 
ices to all youth—rural and urban—who are entering the labor market, 
and to develop cooperative arrangements between the local offices and 
the school authorities to assist youth in their transition from school 
to work. Vocational services of the employment offices should include 
counseling and placement of graduates and dropouts, and cooperation 
in placement in part-time and summer employment and school-super- 
vised work programs. Funds should be provided to make effectively 
available to all youth employment services facilities for employment 
counseling, aptitude testing, and placement in suitable work. The 
hiring of sufficient specialized personnel needed at the National, State, 
and local levels is essential to provide these services for youth. 


Community programs 


Many out-of-school youth need personal counseling on problems 
other than education or job placement. Some have health problems 
or physical handicaps. Some have family or personality problems. 
Some are emotionally disturbed. Many will need closer supervision 
than the average employer is prepared to give while they are being 
helped to overcome their difficulties. 

Broad gage community programs may require subsidy of jobs as 
well as the provision of counselors to help both employer and youth. 
If jobs with private employers are not available arrangements may 
be made with park or forestry services or community agencies to set 
aside some jobs to be done by young people under the community 
program. It is recommended that Federal funds be made available 
to the States through educational channels for support of youth 
projects to provide supervised productive work or other training 
under educational direction for young people who are not sufficiently 





1 Report of the National Manpower Council, A Policy for Skilled Manpower, Columbia 
University Press, New York, 1954, p, 269, 
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prepared or mature to be accepted in regular jobs in the open market. 

Existing agencies already have many facilities that can be used 
more than they are to correct the physical, mental, emotional, and 
social ills of jobless school dropouts and potential dropouts, and aid 
in developing special programs to educate, train, prepare youth for 
employment. Greater use should be made of child-welfare services, 
public health facilities, mental-health agencies, vocational-education 
resources, vocational rehabilitation, adult-education programs, and 
juvenile-delinquency-prevention services. Agencies in these fields 
might take the lead in exploring ways of using their resources to 
initiate or extend community projects designed to aid youth whose 
difficulties are a barrier to adjustment. Funds should be made avail- 
able to the Department of Labor to provide for more collaboration 
with educational and child-welfare agencies in attacking the facets 
of delinquency that relate to employment. 

Community agencies and groups are often unaware of the Federal 
financial resources that might be made available under existing 
grants-in-aid and other programs. The Federal Interdepartmental 

‘ommittee on Children and Youth should develop ways of bringing 
knowledge of the many resources of Federal agencies to the attention 
of public and private agencies and groups concerned with helping 
these disadvantaged youth get ready for successful employment. 


Research needed 


Research is needed to broaden our knowledge about the relation- 
ship between various types of employment, conditions under which 
youth work, the inability of some youth to secure employment, and 
the complex of factors that result in delinquency. The subcommittee 
recommends that appropriate agencies and groups, including the Na- 
tional Science Foundation, the Mental Health Institute, the Depart- 
ment of Labor, and the Department of Health, Education, and Wel- 
fare, conduct, support, or promote basic research in this area. Spe- 
cifically, research is needed to discover the social and psychological 
effects on the development of youth of employment and unemploy- 
ment. Studies should be made of the career patterns of youth who 
had participated in work experience while in school to see whether 
their subsequent employment history showed improvement over sim- 
ilar students who were nonparticipants. Research should be done on 
the working conditions and environmental factors that motivate youth 
to become good workers and on the factors that provide job satisfac- 
tion for youth or the reverse. Research is also needed to discover 
whether or under what conditions employment helps develop attitudes 
that overcome delinquent tendencies. An attempt should be made 
to identify any relationships that may exist between the causes of 
delinquency, the causes of school dropouts, and the causes of the 
inability of some youth to find and keep jobs. 


JUVENILE DELINQUENCY 


ADEQUATE SCHOOLS CAN AIDIN PREVENTION AND CONTROL OF DELINQUENCY 


Inquiry into the problems of prevention and control of juvenile 
delinquency has led to the exploration of a number of contributing fac- 
tors. One aspect has been concerned with education, not merely with 
the process of casual learning, but with the schools—the formal in- 
stitutions of learning—in which knowledge, information, and skills 
are acquired in a selective and specific manner. 











JUVENILE DELINQUENCY 17 


The importance of the school as an agency of intellectual trainin 
is axiomatic, but this does not rule out from the province of the schoo 
many other tasks of importance to the child and to society. It is vir- 
tually impossible to restrict the education of the child to intellecual 
matters alone. Every component of the child, including his emotions, 
is involved in each of his educational experiences. It is in the school 
that the vast majority of the children in the community are brought 
together. It has been demonstrated repeatedly that many forms of 
welfare and health services can most conveniently reach the children 
and their families through the school. There are many types of in- 
struction, in addition to formal instruction, such as civil defense, 
safety, and health instruction, that can best be made available through 
the schools. 

A crisis of major proportions is facing American schools today. 
Thousands of schools are overcrowded and understaffed. There are 
not enough competent teachers to meet the needs of the pupils. The 
students are losing much time which cannot be replaced. Consider- 
ing this serious decline in educational standards, there is no more 
urgent need for our Nation’s well-being. Delay in facing this re- 
sponsibility and failure to take effective action can well prove dis- 
astrous. 

The principle of Federal contribution to school construction has 
gained increasingly wide support. In his 1956 state of the Union 
message, President Eisenhower recognized the importance of schools 
to the community and the Nation when he said: 


Good education is the outgrowth of good homes, good com- 
munities, good churches, and good schools. Today our schools 
face pressing problems—problems which will not yield to 
swift and easy solutions, or to any single action. * * * 

The White House Conference on Education * * * con- 
cluded that the people of the United States must make a 
greater effort kena their local, State and Federal Govern- 
ments to improve the education of our youth. This expression 
from the people must now be translated into action at all 
levels of government * * *, 


In the past year, as its investigation has progressed, the subcom- 
mittee has been more and more impressed with the idea that a con- 
certed attack must be made on the closely related problems of juvenile 
delinquency and our schools.’ The leadership in such a campaign, 
obviously, must come from the only source which has a total view of 
the problems, and the source which can provide the financial and moral 
encouragement to meet the challenges of delinquency. That source is 
the Federal Government—the Congress and the special agencies con- 
cerned. 

Although the most urgent and tangible problem facing the schools 
today is that of providing enough modern buildings for the ever- 
increasing enrollments, there are other latent problems which may 

_, prove to be more important in the coming years. Particularly, when 
_we think of the basic forces causing and contributing to delinquency, 

#See Education and Juvenile Delinquency, report of the Committee on the Judiciary, 
mats. by its Subcommittee To Investigate Juven le Delinquency, 84th Cong., 2d sess., pp. 
* Op. cit., p. 97 et seq. 
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we must seriously consider the vital necessity of achieving a teaching 
force adequate, if not superior, in quality and quantity. Today, de- 
spite slow gains, we are still understaffing our schools and we are still 
forced to use many thousands of unqualified teachers. The cumula- 
tive effects of this shortchanging may not be apparent for 2 or 8 or 
10 years, but, eventually, they will become strikingly evident. 

We have already seen some of the results of this situation in our 
dwindling supply of trained scientists and engineers. It can be said 
in retrospect that with more and better teachers, working under better 
salary and school-housing conditions, we would surely have encour- 
aged a larger number of capable students to follow careers in science 
and engineering. 

At the other end of the scale, where the subcommittee feels its pri- 
mary concern lies, good teachers facing smaller classes could surely 
work much more successfully to counteract some of the early mani- 
festations of delinquency than could harassed, underprepared teach- 
ers facing 40 or 50 in a single class.‘ Individual attention is easily 
lost in such a ratio. 

Teachers and buildings, then, are the two basic and most costly in- 
gredients of any school system. Yet our mounting standard of living, 
higher spending and costs of production and materials—all compo- 
nents of the expanding economy—have contributed to bring school 
construction and operating costs to record high levels. Even the 
process of borrowing money through long-term bonds is more expensive 
today than heretofore. 

Local school districts and States have been making valiant efforts 
to keep pace with this rising trend, but they are clearly falling behind. 
The one source which can best supply them with the new assistance 
they need is the Federal Government, for, with the changing national 
pattern of taxation, the former base of school revenue—the property 
tax—is no longer a true measure of wealth. 

The cost of fulfilling the educational responsibilities of this Nation 
in the years ahead can only be met by keeping educational financing 
in step with the changing pattern of taxation. The Federal Govern- 
ment’s share of the tax dollar in this country is constantly becoming 
larger and the percentage of that dollar collected by State and local 
governmental subdivisions is rapidly decreasing. In many parts of 
the United States such State and local resources are now wholly in- 
adequate to meet the rising costs of our school systems under the 
impact of the great number of children born following World War II, 
who are now swelling the elementary school enrollments.® 

The subcommittee still believes, as it stated in its report on Educa- 
tion and Juvenile Delinquency,’ that public opinion is overwhelmingly 
behind Federal aid in building schools as quickly as possible. 

Not only would Federal construction aid help States and communi- 
ties provide schoo] facilities urgently needed, but it would also serve 
another purpose: it would help relieve some of the heavy strain of 
maintenance and operations costs, and thus free some funds for im- 





#See Teacher Opinion on Pupil Behavior, 1955-56, National Education Association Re 
search Bulletin, vol. 34, No. 2, April 1956. pp. 67-69. / 

5See Ruml, Beardsley, and Tickton, Sidney G., Teaching Salaries Then and Now: A 
50-Year Comparison With Other Occupations, pp. 32-38. 

6 Education and. Juvenile Delinquency, report of the Committee on the Judiclary, U. 8. 
Senate, made by its Subcommittee To Iuvestigate Juvenile Delinquency, 84th Cong., 2d 


sess., p. 16. 
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proving teachers’ salaries. The subcommittee believes that through 
this two-pronged attack, the Federal Government could in a vital way 
assist school districts throughout the Nation in meeting this crisis.’ 

While the most recent legislation was defeated in the 84th Con- 
gress,® there are many indications that Federal aid for school con- 
struction will be under consideration again in the 85th Congress. It is 
in the interest of meeting an urgent need that the Congress move 
swiftly to enact such legislation. 

Since the subcommittee has viewed the American educational system 
only in terms of the problem of juvenile delinquency, it is not at- 
tempting to state in any detail what other types of Federal aid should 
be given. The subcommittee is, however, fully aware of the fact that 
today, more than ever, it is imperative that there be an informed Fed- 
eral leadership in the area of education. Certainly, the building of 
more schools and the hiring of more teachers will not be in and of 
itself sufficient.° 

Members of this subcommittee were favorably impressed by the 
comprehension shown by Dr. Lawrence G. Derthick, then superin- 
tendent of schools at Chattanooga and now United States Commis- 
sioner of Education, when he testified on the planning of school pro- 
grams to meet the problem of delinquency.”° 


The school— 
Dr. Derthick emphasized— 


must be concerned with channeling a child’s behavior in con- 
structive ways so that he becomes a valuable, contributing 
member of society * * * But until the school has sufficient 
and properly trained personnel to help identify these causes 
in individual cases and to deal with them, we are severely 
handicapped." 


7 See ibid., pp. 27-37. 

8 See How the Kelley Bill Was Lost—and Why, in National Education Association Jour- 
nal, vol. 45, No. 6, September 1956, pp. 363-366. 

® Among the critical points raised by those who have contributed their thinking to the 
subcommittee, the following deserve serious consideration : 

1. Throughout the past 50 years the net earning power of teachers has undergone a 
sharp, steady decline. If teaching is to be a challenging career, and if, as a profession, 
it is to attract high-caliber persons, we must immediately take steps to increase teachers’ 
salaries so that (a) the good teachers now in the profession will not be drawn away to 
occupations which pay higher salaries; and (b) so that the profession can compete suc- 
cessfully with other professions in attracting good young teachers. 

2. Steps should be taken to bring more men into the teaching profession. For, al- 
though equally good teachers, adult men and women each make distinctive contributions 
to the development of the growing child. 

. In many instances we need to provide teachers with various kinds of assistance 
which will relieve them of tasks which interfere with their pedagogical work. 

4. School systems generally will need to increase the number and kinds of nonteachin 
specialists who can aid the teacher, particularly with respect to visiting teachers, or socia 
workers, psychiatrists, psychologists, and others. 

5. School systems may have to reevaluate their physical plan programs to determine 
the effects of school size on teen-age behavior. It may be that our larger school systems 
are pennywise and pound-foolish when they build schools to accommodate several thousand 
children, and thereby destroy the values which may be inherent in smaller, neighborhood 
schools closely integrated into the community with much more opportunity for personal 
eontact between school and family. Education and Juvenile Delinquency, report of the 
Committee on the Judiciary, U. 8. Senate, made by its Subcommittee To Investigate 
Juvenile Delinquency. 84th Cong., 2d sess., p. 97. 

See also “Party Platforms on Education”, in National Education Association Journal, 
vol. 45. No. 5, October 1956, pp. 409-411. 

10 Derthick, Lawrence G., statement in hearings before the Subcommittee To Investigate 
Juvenile Delinquency of ea omni ste on the Judiciary, U. 8S. Senate, 84th Cong., 1st 
sess., Education, August 19, 5, pp. 803-322. 

11 Derthick, Lawrence G., op. cit., p. 304. See also Planning School Programs ‘To Meet 
the Problem of Delinquency in Education and Juvenile Delinquency, report of the Com- 
mittee on the Judiciary, U. S. Senate, made by its Subcommittee To Investigate Juvenile 
Delinquency, 84th Cong., 2d sess., pp. 41-47 
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It is believed desirable that whatever programs of Federal assist- 
ance are established they should be developed with the full consul- 
tation of the United States Office of Education, and that, concur- 
rently, the Office of Education should be provided with adequate 
funds to take an active role in the creation and execution of such 
Federal educational legislation. 

The subcommittee concurs in the view that substantial Federal 
assistance to the public schools represents a pressing and imperative 
need. Failure to meet this responsibility will result in inestimable 
damage to the educational processes essential to the nurturing and 
maintenance of a healthy democracy. 


IV. SPECIAL PROBLEMS aaa WITH ON A LIMITED 
BASIS 


The following special problems were dealt with by the subcommittee 
on a limited basis only, due to the restrictions of staff and budget: 


JUVENILE DELINQUENCY AND THE ARMED FORCES 


The recruitment of juvenile delinquents for the armed services pre- 
sents a series of problems based upon (1) the increasingly trying de- 
mands presented by the volume of juvenile delinquents available for 
military service; (2) the negative impact that they are believed to have 
upon service efficiency and discipline; and (3) the expense and con- 
fusion attendant to their enlistment and subsequent discharge under 
the existing conflicts of applicable laws. 

This does not mean that the majority of juvenile delinquents may 
not make good soldiers, sailors, or airmen. It does mean that we have 
not yet learned how to predict their success or failure in service. 

In order to determine the approximate nature of the recruitment and 
utilization of juvenile delinquents in the Armed Forces plus some indi- 
cation of their value as service personnel, the subcommittee requested 
a, statement on this problem from Dr. Peter P. Lejins, professor of 
sociology specializing in criminology at the University of Maryland 
and consultant to the United States Air Force in its studies of the 
utilization of criminals and delinquents as a marginal manpower re- 
source. Dr. Lejins prepared the following discussion based on his 
studies of the military careers of former juvenile delinquents in the 
United States Air Force: 

The issue of admitting criminal offenders into the Armed Forces of 
a country is a very old one, perhaps just as old as the concepts of the 
offender and of military organization. The attitude of the general 

ublic has usually been quite favorable toward the idea of having crim- 
inal offenders serve in the Armed Forces. People usually feel that 
the discipline of the military organization will do the offender good 
and may even straighten him out. They also usually feel that the 
rigors and dangers of the military activity serve as a substitute for 
punishment and that the offender, by serving his country, pays his debt 
to society. Moreover, it is often felt that if the criminals are exempt 
from military service they are spared the dangers of combat, while the 
law-abiding young men are asked to risk and often sacrifice their lives. 
It is very ee that the real reason underlying these rationalizations 
is the feeling that the Armed Forces constitute a convenient place to 
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dump the offender and in that way solve the problem which he presents 
to the community. Thus correction and punishment of the offender 
and protection of the society, all three, can be discerned as underlying 
motivations for the attitudes of the general public. 

The attitudes of the military organization with reference to this 
problem vary somewhat, depending on whether the country happens to 
be at peace or at war. In peacetime the military are usually reluctant 
to take in offenders, especially felons, and often attempt to protect 
themselves, even by means of legislation, from becoming a dumping 
ground for community problems. In wartime the military are often 
anxious to get all the manpower available, including marginal man- 
power, and are ready to open the doors even to relatively serious 
offenders. 

The above statement is decidedly an overgeneralization if applied to 
the history of western civilization as such, and many deviations could 
be pointed out. But ina very broad sense it is true and applies especial- 
ly to the attitudes of the public, the military, and the Navy of this 
country throughout the period of its independent existence. 

In the last 150 years or so, a distinction between adult offenders and 
juvenile delinquents began to appear in the theory and practice of 
crime control in western civilization. By now this differentiation is 
quite well established, especially in the United States, and not only the 
theory and practice but also the popular attitudes are as a rule very 
different with regard to an adult offender and a juvenile delinquent. 
The Armed Forces have been lagging in this sense and have been 
thinking in terms of criminals of different ages rather than in terms 
of two distinct categories of human material. It is only very recently 
that the concept of the juvenile offender as distinct from an adult 
criminal has begun to penetrate the military and naval regulations 
governing induction and enlistment. The present regulations usually 
stipulate that any inductee or enlistee must indicate whether or not 
he has been acted upon by a juvenile court or has been committed to an 
institution for juvenile delinquents. Failure to state the true facts 
may lead to the adjudication of fraudulent enlistment and a dishonor- 
able discharge. In the case of a self-acknowledged juvenile delinquent 
it is left to the discretion of the inducting and enlisting personnel to 
decide on the merits of each particular case in every instance; that is, 
whether to waive juvenile delinquency or to consider it a bar to entry 
to the military organization. It seems that such decisions by the in- 
duction and enlistment personnel are not guided by a spelled-out gen- 
eral policy. It is rather the ad hoe decisions of the lower echelons that 
prevail. One might use as an example the current Air Force regula- 
tions, which exclude from enlistment all adult felons and repeaters but, 
under the heading of juvenile delinquency, state that an adjudication 
of a person as a juvenile delinquent is not in itself a disqualification for 
enlistment. 


(4) Juvenile delinquency.—An adjudication that a person 
is a Juvenile delinquent, youthful odin wayward minor, 
or equivalent determination by a court having jurisdiction 
over juvenile cases, is not in itself a disqualification for enlist- 
ment. However, persons with such adjudication against them 
may be morally unacceptable for enlistment. Prior to enlist- 
ment all applicants will be asked if they have ever been in the 








 - 


Tw Yen e > oer * 





JUVENILE DELINQUENCY 


custody of juvenile authorities or caused to appear before a 
court having jurisdiction over juvenile cases. If this is ad- 
mitted by the applicant or suspected by recruiting personnel 
due to other information that may be available, processing 
personnel will immediately postpone enlistment pending an 
investigation to determine whether or not applicant is morally 
acceptable for enlistment. Investigations and waivers of 
juvenile delinquency will be in accordance with the fol- 
lowing : 7” 





The same manual further rules as follows with regard to the proce- 


dures for granting waivers of juvenile delinquency : 


(6) Waivers will not be granted to applicants who have, 
upon investigation, been found to have had frequent difficul- 
ties with law-enforcement agencies, a history of antisocial 
behavior, sexual perversity, or questionable moral character 
which renders the person unfit to associate with members of 
the military service. 

(c) The followi ing factors will be used when considering a 
case for waiver: 

Seriousness of offense. 
Number of offenses. 
Age of applicant at time of offense. 

4. Time elapsed since commission of offense and/or 
release from restraint, detention, or supervision by civil 
smn 

. Present reputi ition in community in which residing. 

Work and/or school record since date of offense or 
es from restraint, detention, or supervision by civil 
authorities. 

7. Such other factors as may be considered pertinent to 
the case. 

(7) Waivers are not authorized when the applicant is in 
detention, under any other form of restraint, or under the 
supervision of civil authorities, and for a minimum period of 
f months as a law-abiding citizen of the civilian community 
after date of adjudic ation, or of release from such detention, 
restraint, or supervision, whichever occurs later. However, 
the 6-month waiting period as a law-abiding member of a 
civilian community 1s not required for submission of waivers 
when only minor offenses are involved. 

(e) Waivers of juvenile delinquency may be granted by 
USAF recruiting detachment commanders. If waiver is 
granted, a copy of the report of investigation on which waiver 
is predicated and waiver will be attached to the original and 
duplicate copies of DD Form 4, Enlistment Record—United 
States. In unusual instances, if a detachment commander 
does not fee] qualified to make a ase ‘ision, request for waiver 
may be sent to Headquarters USAF for final decision. Such 
requests will clearly indicate that a decision could not be 
reached at USAF recruiting detachment level.” 
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15, 1955, Department of the Air Force, p. 5. 
13 Tbid., pp. 5 and 5a. 
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Sections (2) and (c) provide certain guideposts for the USAF 
recruiting detachment commanders in their decisions when to waive 
and when not to waive juvenile delinquency. Yet upon examination 
it becomes quite clear that the statements contained in these sections 
are partly so general and partly so unclear that they can hardly be 
considered as a statement of general policy. Who will be accepted 
still depends almost entirely on the interpretations of these sections 
by the lower echelons. Section (6) provides certain general prin- 
ciples, but what is the exact meaning of such statements as “frequent 
difficulties with law-enforcement agencies,” “a history of antisocial 
behavior,” or “questionable moral character’? Just exactly how 
frequent these difficulties must be, what exactly is antisocial behavior 
and which offenses add up to a questionable moral character and 
which do not? Only the reference to sexual perversity seems to have 
a certain amount of definiteness. Section (¢) provides what on the 
surface appears to be seven specific factors to be used in considering 
a case for waiver. Yet again, upon closer examination it becomes 
apparent that the ‘statements contained therein allow so much inter- 
pretation and are so unclear that the recruiting detachment com- 
manders still have an almost completely free hand in making their 
decisions. Just exactly what is meant os the seriousness of the of- 
fense: should “being ungovernable” be considered more serious than 
a case of theft or less serious? Should running away from home be 
waived and the destruction of property not, or vice versa? Exactly 
what number of offenses is crucial for the decision? How is the role 
of the age of the applicant and the time elapsed since commission of 
the offense to be inter preted? Is it better if the difficulties with the 
law occurred at an early age or is it to be considered less objectionable 
if these occurred at a jater time? And again: What criteria should 
be used in evaluating present reputation in the community and work 
and school record ¢ 

The above statement of the status quo of the policies of the Armed 
Forces with reference to the utilization of juvenile delinquents is 
of course a very general one and presents them only in a broad out- 
line. At the present time the two factors in the situation which loom 
as extremely important are the increase in the numbers of adjudged 
juvenile delinquents in this country and the fact that the studies of 
the military careers of former juvenile delinquents show that while 
some of them are decidedly a desirable manpower resource, others 
present such serious problems that it is a waste of the taxpayer s’ money 
and a serious handicap to the armed services to take them in. The 
answer to the question of the impact of juvenile delinquency on the 
needs of the armed services lies in the proper analysis and handling 
of these two factors. 

First analyze the effect of juvenile delinquency on the manpower 
pool available to the armed services and estimate the future by pro- 
jecting the current trends. Such an estimate was provided in the 
progress report of a research project dealing with the military careers 
of juvenile delinquents by Peter P. Lejins and Van H. Tanner.* A 

4% Lejins, Peter P., and Vanner, Van H., Military Careers of Juvenile Delinquents, Pro- 
ceedings of the 84th Annual Congress of Correction of the American Prison Association, 
1954, pp. 223-239. Published also with slight modifications as Military Careers of Former 
Juvenile Delinquents of the Alabama Studies: A Progress Report. Technical Memorandum 


PRL-TM-19. Air Force Personnel and Training Research Center, Lackland AFB. Tex.. 
1955. 
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recalculation of this estimate on the basis of more recent statistical 
information is offered here. 

In accordance with the information which in the past few years 
has been provided by the Children’s Bureau in its Juvenile Court 
Statistics, and which was made available by I. Richard Perlman, 
Chief of the Juvenile Delinquency Statistics Section, the nationwide 
increase in delinquency cases disposed of by juvenile courts from 1948 
to 1955 is 70 percent. The increase in such cases between 1954 and 
1955 is estimated at 9 percent. The number of children 10 through 
17 who were brought before juvenile courts in 1955 is estimated at 
500,000. This is about 2.5 percent of the estimated 20,129,000 children 
(aged 10 through 17) in the total United States population. The 
ratio of male to female delinquents is roughly 5 to 1, which means 
that about 417,000 or approximately 4 per cent of the total male ado- 
lescent population of the age group mentioned were brought before 
the juvenile courts in 1955. The male adolescent population which 
produces 4 delinquent boys per 100 in 1 year stays within that delin- 
quency producing period not for 1 year but for 8. Consequently, if 
the 1955 rate of delinquency continues, 32 percent of all males reach- 
ing the age of 18 may have been acted upon by the juvenile courts. 
Of course, the juvenile court cases do not always mean first offenders. 
One and the same boy may figure as a court case several times in sev- 
eral years. The rate of juvenile recidivism (that is the recurrence of 
delinquent behav ior) is again something for which we do not have 
exact figures, but since we are dealing in very rough estimates, it 
is probably safe to say that about one-half of all juvenile court cases 
are repeaters, which is a very conservative estimate of the number 
of new cases. Thus if not 32 percent, then certainly not less than 
about 16 percent and probably up to 20 percent of the male population 
coming of age could easily be expected to have a juvenile court record 
if the 1955 rate remains constant. That means that the Air Force, 
the Army, the Navy, and the Marines will before long be faced with 
1 juv enile delinquent out of every 5 to 6 registrants joining the avail- 
able manpower pool each year. And that means of course a major 
national problem.” 

It is quite obvious that in view of the above calculation the problem 
of the former juvenile delinquent in the Armed Forces cannot be 
disregarded but must be solved on the basis of a rational approach 
and careful research. Utilization of the former juvenile delinquents 
is beyond any question indispensable in case of a total war or even 
a major national emergency. But in view of its size even in peace- 
time the segment of the manpower pool having a delinquency record 
cannot be simply neglected. 

From the several attempts to study and evaluate the military 
careers of juvenile delinquents the already quoted study of former 
institutionalized male juvenile delinquents from the State of Alabama 
will be used here. This study was initiated in the Human Resources 
Research Institute of the Air University and it is being continued by 
the Personnel Research Laboratory of the Air Force Personnel and 
Training Research Center. It will be quoted here as it was reported in 
a progress es. to the 84th Annual Congress of Correction in 1954 
by Peter P. Lejins and Van H. Tanner, under the title of “Military 
Careers of Juvenile Delinquents.” 


6 Ibid., pp. 225-226. 
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The military careers of 1,413 former juvenile delinquents were 
traced. These men had at some time been incarcerated in two institu- 
tions for juvenile delinquents in the State of Alabama, viz. the Ala- 
bama Boys’ Industrial School at Eastlake and the Alabama Indus- 
trial School for Negro Children at Mount Meigs. During World 
War ITI, the period immediately following World War II, and during 
the Korean emergency they served in the Army and in the Air Force. 

Of these 1,413 men, 992 or 70.2 percent received an honorable dis- 
charge and 53 or 3.8 percent, a general (under honorable conditions) 
discharge, together 1,045 or 74 percent; 174 men or 10.4 percent 
received an undesirable discharge, 26 men or 1.8 percent received a bad- 
conduct discharge, and 81 men or 5.7 percent received a dishonorable 
discharge. The total number of men receiving the 3 types of negative 
discharges was 254 or 18 percent.’® 

The following quotation from the study explains the role of the five 
types of discharges for the purpose of evaluation of the military 
career : 


It is felt that in the majority of cases the discharge can 
well serve as a final evaluation of the total military perform- 
ance or at least of a particular tour of duty. A positive type 
of discharge indicates an acceptable performance from the 
point of view of the military. A negative discharge indi- 
cates the conclusion of the military that the individual can 
no longer be used effectively. While the negative discharges 
are usually prompted by what one might generally term the 
individual’s moral characteristics, they also indicate, of 
course, his uselessness in the sense of service to the country. 
On the whole, negative discharges are given only after mani- 
festation of serious difficulties in adjustment to military life 
and usually result from serious trouble or a sequence of mis- 
adventures. Thus a negative discharge generally means a 
very inferior performance and a very high cost to the Na- 
tion in terms of lost manpower, ruined equipment, and the cost 
of court-martial procedures. In addition the investment in 
training is in many cases also a total loss.” 


Of the 1,413 men, 670 or 47 percent had a court-martial of one type 
or another, the total number of courts-martial thus received being 
1,572. “A fantastic number,” as one very experienced senior officer 
commented to this writer upon learning about these findings, adding: 
“It is hard to believe that the record could be as black as that 
for any group of men.” When broken down by type these figures 
are: 788 summary, 643 special, and 141 general courts-martial. On 
the other hand 737 men or 52.2 percent had no court-martial experi- 
ence whatsoever, the circumstances of 6 men remaining unknown.’® 

The total number of men who received demotions was 510 or 36.1 
percent. These represent both disciplinary and voluntary demotions 
as well as demotions due to ineptness. It is assumed that the major- 
ity of these demotions were of disciplinary nature.’ 

The record of 641 men or 45.4 percent showed time lost by AWOL. 
The history of 8 men is unknown in this respect, and 704 or 54 percent 


16 Thid., p. 231. 


17 Thid., p. 230. 
B Ibid., p. 231. 
1” Ibid., p. 232. 
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had no history of absenteeism whatsoever. The total number of days 
lost by these 641 men was calculated at about 56,000 or about 87 days 
per man.” 

The record of 501 men or 35.4 percent showed some time spent in 
confinement (punitive and correctional). The history of 6 men re- 
mained unknown in this respect and 906 men or 64.1 percent had no 
history of confinement whatsoever. The total number of days spent 
in confinement by these 501 men was calculated at about 89,000, or 
about 177 days per man.” 

On the positive side it was found that 289 or 20.4 percent of the men 
became corporals, and 313 or 22.2 percent became sergeants as the high- 
est grade attained, which means that 42.6 percent of the men performed 
well enough to be made noncommissioned officers. Six of the men be- 

came commissioned officers, one of these being a captain as the highest 
rank attained.” 

It was also found that the 1,413 men received 87 purple hearts, 404 
good conduct medals, 941 battle stars, 84 decorations for gallantry, 
and 86 foreign decorations.*° 

In interpreting the meaning of these findings for the utilization of 
juvenile delinguents in the Armed Forces the following passages from 
the report seem to be especially significant. 


The rates at which the negative discharges, courts-martial, 
demotions and days spent in AWOL and confinement ap- 
pear are obviously far beyond normal expectancy for a con- 
ventional military population of comparable size. To re- 
iterate just one instance: 1,572 courts-martial for a group 
of 1,413 men could hardly be termed satisfactory. On the 
other hand, however, it is equally obvious that this offender 
population also produced a group of soldiers and airmen who 
performed well, as a matter of fact, evidently extremely well 
in many cases.** 

The negative attributes measured in this study are of 
course closely interrelated. The bad discharges are often, 
and in some cases must be, preceded by a court-martial. The 
demotions are a lesser penalty imposed for offenses which in 
other cases lead to bad discharges. AWOL often results in 
confinement, may lead to a court-martial, demotions and dis- 
charge, etc. The tabulations already prepared clearly show 
the extent of overlap between the groups of men responsi- 
ble for these undesirable phenomena. We know that 527 
men were involved in both courts-martial and absenteeism; 
that 481 men had both courts-martial and confinement, etc., 
which was of course to be expected. All of this leads to the 
logical conclusion that among the offenders there was a 
group which should never have been admitted into the Armed 
Forces. 

In principle four different courses of action are possible: 
(1) The indiscriminate admission of all juvenile delin- 
quents; (2) the indiscriminate exclusion of all juvenile 


® Thid., p. 232. 
“ Tbid., pp. 231-232 
2 Thid., p. 233 
2 Thid., p. 244. 
% Ibid, p. 287. 
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offenders; (3) admission of some of the juvenile offenders 
at the discretion of the recruiting officers; and (4) prepara- 
tion of predictive devices which would utilize past experi- 
ence in determining which of the offenders are worth trying 
out. The latter action should be supported by special utiliza- 
tion patterns also based on experience. Of these four possi- 
bilities, the present study seems to rule out the first, namely, 
indiscriminate admission of all offenders. The earlier dis- 
cussion in this paper concerning the number of adjudicated 
juvenile delinquents to be expected within the manpower pool 

coming available to the Armed Forces by coming of mili- 
tary age seems to rule out the second possibility. Leaving the 
selection of suitable candidates from among the juvenile 
offenders to the commonsense hunches of the recruiting per- 
sonnel or policies based on unverified assumptions does not 
seem to be acceptable any more in our rational society and is 
equally ruled out by the data derived from this study. 

The only course of action which suggests itself is to use the 
background factors available at the time of enlistment or 
induction which can serve as predictors of adjustment and 
performance in the Armed Forces on the basis of experience 
tables developed for this purpose.” 


Proposal for study: Experience tables 

Analysis of the policy to be followed in admitting former juvenile 
delinquents into the Armed Forces as it appears in the above quota- 
tion leads to the recognition of the need for a study which would 
provide the findings indispensable for the implementation of such a 

olicy. 

P The point of departure in planning such a study might well be the 
concept of prediction or experience tables developed on the basis of 
the careers of former juvenile delinquents in the Armed Forces. For 
the purposes of a popular reference, this means a device similar to 
the one used by an insurance man to calculate the risk of death, illness, 
unemployment, fire, accident, etc., for various categories of people, in 
order to learn whom he may insure and who is too much of a risk. 
He also computes the degree of risk involved and determines the rates 
he will have to charge accordingly. By carefully studying the mili- 
tary careers of former delinquents from the point of view of the good 
they do for their country and the harm they cause by their misbehavior 
in the Armed Forces, we can similarly determine the amount of risk 
involved in taking such persons into the Armed Forces and thus decide 
whether we want to take such a risk or, rather, whether from the 
standpoint of the good of the country it is profitable having them in 
uniform. Similarly such experience tables may show that different 
7 of delinquents may represent different amounts of risk, and on 
the basis of such findings we might take in some delinquents and reject 
others. Such a study, then, would have to take into consideration the 
various background and personality factors of the former delinquents, 
on the one hand, and the various aspects of their performance in the 
Armed Forces, on the other. ‘The background and personality factors 


might be, for example, such demographic items as urban and rural . 


origin, marital status, the parental family, order of birth, educational 
% Ibid., p. 238. 
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levels, age, race, etc. Examples of personality characteristics would 
be the personality traits established by various psychological tests and 
measures, e. g., the I. Q., the profiles on the MMPI, or other personality 
inventories, the results of projective tests, etc., as well as the diagnostic 
opinions of psychologists, psychiatrists, social workers, et al., formed 
about the delinquent prior to his entry into the Armed Forces. 

In addition to the factors referred to here as demographic, other 
background and personal career items could be similarly utilized ; for 
instance, above all, the previous delinquent career—the presence of 
juvenile court appearances and adjudications, incarceration in institu- 
tions for juveniles, the type of delinquencies involved in terms of 
offenses committed (e. g., larceny, sex offenses, assault, etc.) or in terms 
of the pattern of behavior (e. g., nonconformist rebellion against adult 
authority or conformist participation in the criminalistic subculture) ; 
behavior in the institution, adjustment on probation, and parole, etc. 

As to the criteria of performance in the Armed Forces, both nega- 
tive and positive items might be used. Examples of positive criteria 
are, for instance, the frequency with which offenders attain various 
grades as noncommissioned officers, are commissioned and further 
promoted; the various ratings for military performance, successful 
completion of service schools, receipt of decorations and awards; 
frequency and extent of combat duty during wartime, etc. Examples 
of negative criteria might be the hours and days lost through a. w. o. 1., 
eases of desertion, cases of nonjudicial punishment, courts-martial, 
time spent in confinement, discharges other than honorable, etc. 

The experience tables would presumably show the correlation be- 
tween the background and personality factors and the negative and 
positive criteria of Armed Forces performance, either singly or by 
clusters of certain traits. 

A very important issue to be explored is the possible difference in 
performance by former juvenile delinquents in various types of mili- 
tary careers and assignments. For instance, the question should be 
explored whether former juvenile delinquents perform better under 
combat conditions than on garrison duty; on assignments which in- 
volve frequent movement and unsupervised travel or lengthy assign- 
ment to a base; on assignments in foreign countries or within the 
United States. Exploration of these hypotheses might lead to useful 
suggestions for the utilization pattern or, in military parlance, for 
assignment. 

The crucial issue is of course evaluation of the armed services per- 
formance of the delinquents since, unless we know how the positive 
and negative criteria apply to those military men who do not have a 
record of former delinquency, we cannot arrive at any meaningful 
conclusions. Such a comparison can be effectuated either by com- 
paring the performance of the former juvenile delinquents with cer- 
tain standards of performance established for the armed services as 
a whole or with the performance of a matched sample of nondelin- 
quents. 

A suspected obstacle in the way of the first type of comparison is 
the nonavailability of standards of performance for the armed serv- 
ices. Certain research projects have explored the availability of such 
standards and have found that these are not readily available and 
would first have to be established through very extensive research. 
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A comparison with a matched sample has of course all the bandiinaps 
of such a comparison, but it is something more easily obtained. The 
study Military Careers of Juvenile Delinquents and Adult Offenders: 
Alabama Studies, for instance, decided on this method.” 

Another important issue is the clearance procedure for entry into 
the Armed Forces. The earlier researches seem to have produced 
evidence that former offenders indiscriminately admitted into the 
Armed Forces have turned out to be much greater risks than offenders 
released from institutions into the Armed Forces on the basis of exam- 
ination and recommendation by competent personnel. Parolees, who 
are also a selected group, have similarly appeared to be better risks. 
In view of this, the provision contained in section (d) of Air Force 
Manual 39-9A under (4) Juvenile Delinquency quoted above, namely, 
that “the waivers of juvenile delinquency are not authorized when the 
applicant is in detention, under any other form of restraint, or under 
the supervision of civil authorities, and for a minimum period of 6 
months as a law-abiding citizen of the civilian community after date 
of adjudication, or of release from such detention, restraint, or super- 
vision, whichever occurs later,” seems to eliminate the advantages of 
special selection for service. It indicates a reliance on the termination 
of punitive and correctional measures and a test period for all offend- 
ers, rather than on recommendation by the law enforcement and cor- 
rectional agencies as to which of the offenders might be suitable for 
service. In that sense the last sentence of this section, more recent] 
added and eliminating the waiting period in the case of minor of- 
fenses, seems to be a step in the right direction, although it is obviously 
made in the result of a different motivation. In this same connection 
the “hunch” or “commonsense” selection exercised by induction and 
enlistment personnel in the absence of a generally established selec- 
tion policy and criteria should also be saitied. The results thus ob- 
tained should be compared with the results of completely indiscrimi- 
nate admission and with those of more discriminatory selective 
practices. 

All such studies might appear less cogent during peacetime, since 
the manpower pressure is then at a low ebb and the marginal man- 
power consequently does not appear attractive. The need for this 
marginal manpower arises at the time of an emergency. Then it 
is, however, too late to resort to study, and it is very likely that in- 
discriminate induction may result. The harm which such indiscrim- 
inate induction can do to the cause of national defense has already been 
pointed out. The advantage of being able to eliminate those of the 
former delinquents who on the basis of previous experience appear 
to be bad risks and to take in the rest is very obvious. 


Proposal for more basic research 


Construction of experience tables, which is tantamount to a followup 
study, in order to answer questions about the desirability of utiliza- 
tion of former delinquents in the Armed Forces and the best utilization 
patterns, as just discussed, is the usual proposal. However, it stands 
to reason that there should be still another way of answering these 

2% Ibid., p. 237. See also: Peter P. Lejins, Military Careers of Juvenile Delinquents and 
Adult Offenders From Alabama: Sampling Procedures, 1951-55. Technical Memorandum 
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questions; namely, by developing a theory or a frame of reference 
which would demonstrate the usefulness of certain former delinquents 
for a subsequent military or naval career. Such theories could rest 
on empirical data from the areas of delinquency and military service, 
but would not necessarily depend on direct observation of the per- 
formance of the former delinquents in the Armed Forces. 

First of all, let us examine a theory of this type which might be 
evolved from the available body of knowledge on juvenile delinquency. 
Perhaps the first general proposition might deal with the performance 
of juvenile delinquents i in their subsequent lives without any specific 
reference to the Armed Forces. The question is, roughly, What kind 
of people do former juvenile delinquents become when they grow up? 
If we have the answer, we could extrapolate also as to what kind of 
soldiers, sailors, and marines delinquents might become when they 
enter the services as adults. Unfortunately, research in the field of 
juvenile delinquency has had very little to say on this subject so far. 
The followup studies of known juvenile delinquents usually concen- 
trate most of their attention on those delinquents who stayed delin- 
quent and later became adult criminals. Surely, even if we take the 
very pessimistic view that very many delinquents continue as delin- 
quents and adult criminals, there is a very considerable number who 
do not. It is this latter group that would be of most interest to the 
Armed Forces, because, barring some kind of extraordinary emer- 
gency, the continuous offender would have only a slight chance of 
being inducted or enlisted. But we know extremely little about the 
subsequent careers of former delinquents who stopped being delin- 
quent. What kind of livesdo they lead? How does their life pattern 
compare with that of former nondelinquent children? How does 
their vertical social mobility compare with that of the general popu- 
lation? What kind of careers do they choose, and how successful 
are they in their work? What is their performance pattern in various 
organizational activities? How istheirteamwork? Are they leaders 
or followers? 

All these questions should not be answered by military sociology 
or criminology, but by a general discipline dealing with juvenile 
delinquency. The answers to these questions would yield a perspective 
and orientation for anticipating the military careers of the former 
delinquents. Therefore, an interest on the part of the military in 
supporting research in this area can be very well indicated. Unfor- 
tunately, this would be almost entirely virgin territory. 

On the other hand, a theory or science of military organization 
would be as helpful, if available. When the question is asked about 
the desirability of the former juvenile delinquent, it should be coun- 
tered by another question: desirability for what? Sociology of mili- 
tary organization teaches us that there is a tremendous difference be- 
tween the military organization in war and in peace. Of course, the 
surface argument would be that the only purpose of the organization in 
peacetime is to serve as a basis for the wartime structure. Yet the 
superficial deduction that the two organizations must therefore be 
similar is very naive. With the major wars often spaced at intervals 
of a quarter of a century or more, the long periods of maintaining the 
military organizations during times of peace require entirely different 
organizational principles, personality patterns, and skills than does the 
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military striking force at the time of a military conflagration, There- 
fore, the general question of how desirable a juvenile Tnieineni is for 
the Military Establishment has to be specified into at least two basic 
questions: (1) Are we thinking in terms of combat and other sup- 
porting wartime activities, or (2) are we thinking in terms of a 
peacetime military machine? ‘Godortuxistaly: the sociologist and 
social psychologist of the military organization is also not prepared to 
give us a definitive answer as to what the characteristic requirements 
of the two situations are. Undoubtedly we could get many common- 
sense observations and hunches, but a lot of reses arch and anlaysis 
would have to be done before we could hope to get a reasonable 
answer to the above questions. 

In looking for the answer to these questions we must be aware of 
the fact that the Armed Forces are not static but rather a very 
changing organization. Therefore, many experiences of the past, 
of which the oldtimers are very proud, would be of no use for the 
a of determining what the former juvenile delinquent will 
»e faced with when he enters the Military Establishment. 

It is rather widely believed that juvenile delinquents and also 
adult offenders make rather good combat soldiers. The most likely 
source of such an opinion is probably the thought that crime and 
delinquency most frequently involve an attack on the person and 
property of the individual and, after all, combat is nothing else. 
More sophisticated reasoning might make reference to the types of 
personality frequently found among juvenile delinquents and desir- 
able in combat. Courage, willingness to take risks, adventuresome- 
ness, and so forth, would probably be the traits which would come to 
mind in this connection. A still more sophisticated discussion might 
bring out such traits as a psychopathic personality, which is always 
sus spected to abound among criminals and delinquents and which is 
sometimes considered desirable in a combat soldier: the willingness 
to give oneself with abandon to a cause of short duration, but pro- 
viding immediate excitement and gratification without regard for 
future advantages and handicaps. 

And yet the above reasoning, as plausible as it may strike us at 
first glance, is not discriminating enough either. Here we also need 
a specification of terms, first of all of the term “combat.” Admittedly, 
with the changes in technology and in the culture of different peoples 
and different ages, the meaning of combat changes. Along with that 
change the type of personality most suitable for combat would have 
to change, too. Certainly, there is a tremendous difference between 
foxhole and hand-to-hand fighting with some support of artillery of 
the wars of the 19th century and the work of the pilot, navigator, ‘and 
bombardier team on a mission in World War IT. The latter trio 
perhaps never saw a live enemy, never had to hit or hurt anybody 
directly, never saw anybody die, and never had to protect itself 

against an attacking human being. Their performance consisted in 
the skill of flying a plane under varying weather conditions with 
such technological obstacles as radar-guided antiaircraft fire and 
often also radar-guided missiles from enemy planes, in reading navi- 
gation charts and displaying the utmost skill in orienting themselves 
over unknown terrain at night and, finally, in utilizing bombsights of 
various kinds. If we visualize the two types of combat just described, 
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it becomes obvious how meaningless the general question is as to 
whether the former juvenile delinquent is good or poor combat ma- 
terial. Certainly such a general question cannot be answered by 
scientific research. We cannot answer at one and the same time 
whether a former delinquent will be a good marine climbing out of 
a landing craft on Guadalcanal or Okinawa and whether he 1s going 
to be a good navigator of a plane flying by instruments and delivering 
a bomb. In other words, the research done for the purpose of deter- 
mining the best utilization of former delinquents has to be very spe- 
cific and rational. 

The above discussion of combat should not lead to the assumption 
that combat research is the only kind of research of importance. With 
the long periods of peacetime maintainance of the military organiza- 
tion, we have to consider the usefulness and the utilization patterns of 
former delinquents in that type of organization. We are all familiar 
with the elaborate job classifications in the Army, Navy, and the Air 
Force. Therefore, also in this area the question asked should not be a 
general one, such as how good is a former delinquent on garrison duty, 
but rather it should be subdivided into several more specific questions 
with regard to specific categories of occupations. We should not 
forget that the most substantial research about combat performance 
will always have to be carried out in peacetime, either by studying 
materials available from previous wars or by analyzing the experi- 
mentally simulated combat conditions. 

The purpose of this discussion has been to indicate that a strong 
scientific discipline of juvenile delinquency and a well-developed 
theory of military organization and activities, combined together, can 
greatly aid and supplement the knowledge obtained through direct 
observation in the iiteatie studies and experience tables with regard 
to the military performance of former juvenile delinquents. 


Controversy between civilian and military authorities 

One of the major problems with regard to the utilization of juvenile 
delinquents at the present time consists in the fact that the policies of 
the correctional juvenile delinquency control systems are diametrically 
opposed to those of the armed services. The difference consists in the 
following: The ultimate goal of any correctional program for juve- 
nile delinquencs, and for that matter also for adult offenders, consists 
in returning the reformed offender to the society as a normal law- 
abiding citizen. This means that anything that might stand in the 
way of such a return to normal life should be avoided at any cost. 
One of the major obstacles in the way of such a return is the stigma 
attached to being or having been a delinquent, which leads to the 
juvenile’s identifying himself with a criminalistic group, with the 
outlaws, the outcasts. An analysis of the factual trends in the modern 
juvenile-delinquency control of the last 100, but especially the last 50 
years, shows many attempts to prevent the creation of such a stigma 
in the eyes of the society and the self-identification of the delinquent 
with the criminalistic groups. This accounts for the recent elimina- 
tion of publicity of the hearings of the juvenile court even at the risk 
of being accused of star-chamber procedures. This also explains the 
confidentiality of the records of the juvenile court and even the non- 
disclosure of the very fact of the child’s being a delinquent. There 
are many jurisdictions where the press is barred from the juvenile 


| 
| 
| 





JUVENILE DELINQUENCY 33 


court and its records, and it is illegal to publish the names and the 
identifying data on the delinquent  * an in the courts. If it is 

ublicly known that the child is a delinquent, cag will not employ 
1im, will forbid their children to play with him, will shun him in 
every way, thus strengthening the delinquent pattern of behavior in 
him. The modern sociopsychological theories have abundantl 
stressed the role of the opinions which the individual holds of himself. 
This at times is probably somewhat too simple a formula, but never- 
theless one which correctly conveys the ideas of modern psychology. 
An individual acts like the person he believes he is. In the result of 
this interpretation we have this contemporary tendency to hush up 
almost completely the fact that a young person has a record of juve- 
nile delinquency, especially if he seems to be on his way toward a 
normal life; for both the society and the former delinquent it is best 
to forget that he ever had any difficulties with the law. 

The point of view of the Armed Forces is just the opposite. The 
Armed Forces want to know what kind of a person they are getting. 
They want to be able to reject a person with a record. They want 
to study in detail the past of the individual if he has ever been in 
trouble, in order to estimate the potential good he can contribute to 
the Military Establishment and to decide whether they want to take 
him in or not. The military organization is aware of the philosophy 
of the correctional system of control, and it goes to great pains in 
order to break the obstacles which this system puts in the way of 
the military plan. 

An excellent example of this is offered by the previously mentioned 
provisions with regard to the enlistment of juvenile delinquents ap- 
pearing in the current Air Force Manual 39-9A, governing enlist- 
ment and reenlistment in the regular Air Force, which states that 
“information concerning the applicant will be obtained from juvenile 
authorities, juvenile courts, police records, detention homes, reforma- 
tories, or any other appropriate source.” *" It is true that the manual 
further so to say promises not to divulge this information and states 
that it will be treated as confidential. But the Air Force itself 
requires this information and utilizes it, thereby defying right then 
and there one of the main objectives of the treatment program for the 
juveniles. It is interesting to note that the manual forsees the possi- 
bility that some of the civil authorities may refuse to furnish this 
information on the applicant’s juvenile record. In that case, the 
manual declares, the applicant will be advised that the burden of 
obtaining and furnishing the information is upon him and places the 
blame for his rejection on the civilian authorities. 


In the event civil authorities refuse to furnish complete in- 
formation on the applicant’s juvenile record, the enlistment 
will be held in abeyance and the applicant advised that the 
burden of obtaining and furnishing the information is upon 
him. Rejection for enlistment will be on the grounds that 
an evaluation of applicant’s qualifications for enlistment can- 
not be made due to the refusal of civil authorities to reveal 
information pertaining to applicant’s juvenile record.” 


27 Air Force Manual 39-9A. Op. cit., p. 5. 
28 Ibid., pp. 5a and 8. 
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This puts the correctional program really on the spot: if it persists 
in the policy of not disclosing the information about the past of an 
adjudged juvenile delinquent, it will itself block the normal adjust- 
ment of the juvenile, since because of this nondisclosure he will not 
be able to enter the military service as other members of his peer 
group can easily do. 

The straightening out of this controversy between the philosophies 
of the civilian jur isdictions and of the milit: iry establishments would 
be an important step for the future improvement of the policies gov- 
erning the induction and enlistment of former juvenile delinquents. 
Summary of rec ommendations 

In view of the points made in the above statement, the following 
recommendations are in order. 

1. The number of men in the population of this country who have 
a record of juvenile deli inquency is so great that a flat rejection of all 

candidates for enlistment and induction who have such a record cannot 
be map ‘ommended even in time of peace. 

In view of the findings of the studies made of the military careers 
of ee juveni le de linque nts, indiscriminate admission of all former 
de Hingyenta. into the service cannot be recommended, 

The present policy of admitting some and rejecting others, as 
enenpliged by current Air Force regulations with regard to the 
enlistment of former juvenile delinquents, is sound. How ‘ever, the 
policy as to who should be admitted should be spelled out much more 
specifically and clearly than the current manual does and should leave 
less discretion to the USAF recruiting detachment commanders, who 
in most cases can offer at best only commonsense hunches as criteria 
for their decisions. 

4. Detailed studies of the military careers of former juvenile de- 
linquents should be undertaken in order to develop so-called experience 
tables which would make possible a rational selection at the time of 
enlistment or induction on the basis of the available background and 
personality factors, and later on facilitate the best utilization of this 
mé reine al manpower resource. 

5. Basic research into the later lives, adjustments, and performance 
of former juvenile delinquents should be supported by the military, 
since it will shed light on the military performance which is to be 
oe of them. 

Basic research into the characteristics and personnel require- 
iat of various types of military service, duties, and occupations, 
such as wartime and peacetime service, types of combat, etc., should 
be supported, so that the utilization of former delinquents in these 

various capacities and lines of service could be rationally planned to 
advantage. 

The present controversy between the civilian correctional au- 
hei ities, who consider the information with regard to the delinquency 
of a juvenile confidential, and the military, who request this informa- 
tion as the basis for their decision on admission or rejection, should 
be resolved. 


Opstracies To TREATMENT OF JUVENILE Drug Appicts 


The following section of the subcommittee report on narcotic addic- 
tion among juveniles and their treatment and rehabilitation was de- 








JUVENILE DELINQUENCY 35 


veloped by Mrs, Margery Clark, a member of the department of 
sociology at North Carolina State College and a former member 
of the Senate Subcommittee on Improvements in the Federal Crimi- 
nal Code during its investigation into the eflicacy of the Federal nar- 
cotic laws in the United States. 

The purpose of this brief discussion is twofold, First, to describe 
a theoretically sound program of treatment and rehabilitation to be 
applied to youthful drug users and second, to examine and evaluate 
the present general approach in the United States in terms of its effect 
on such a program. 

In spite of the recent upsurge of public interest in drug addiction, 
partly as a result of the reported increase of adolescent drug users 
remarkably little progress has been made in coordinating the local 
community attack. It is the thesis of this paper that one of the main 
deterrents to an effective, communitywide rehabilitation program is 
the present undue emphasis on a punitive approach to drug addiction. 
Whether we define the addict’s behavior as criminal behavior neces- 
sitating punishment or as mental illness requiring treatment, has sig- 
nificant effects on the community’s control activities and on the atti- 
tudes of the person who has acquired the habit. 

Differences in such basic considerations as whether the addict is 
more criminal than patient, or vice versa, lead to mutually contradic- 
tory methods of controlling the illicit use of narcotics. Furthermore, 
rehabilitation programs, in practice, may have different persons as 
their primary reference. For example, rehabilitation programs fa- 
vored by sociomedical workers emphasize treatment of the addict for 
his illness, whereas law-enforcement proposals usually emphasize the 
fact that treatment of addicts is one of the conditions for taking the 
profit out of the black market in drugs. In the second instance, while 
the goal may be the same, the method may involve a type of treatment 
which is not conducive to the addict’s rehabilitation, though it may 
be effective in catching pushers. 

To illustrate the ambivalence in our current thinking on drug addic- 
tion, we have only to recall that within the last year and a half pro- 
posals ranging from a maximum penalty of death for sale of heroin 
to juveniles ( and mé iny sellers are addicts) to legalized narcotics have 
been made by nationally know groups—one a congressional committee, 
the other a professional group of highly respected doctors. 

Traditionally, law-enforcement and rehabilitation workers have 
approached social problems from different perspectives. This is par- 
ticularly true in the area of drug use. It is not uncommon to hear re- 
sponsible enforcement administrators refer disparagingly to the so- 
called “coddling” efforts of “armchair sociologists.” Coordination of 
efforts under such conditions of mutual disregard is difficult to achieve. 

Before taking up the problem of an adequate treatment and re- 
habilitation program geared to the Nation’s needs, certain prior ques- 
tions relating to the community’s therapeutic efforts must be con- 
sidered. How many adolescents are involved? Where are they 
typically located? What factors predispose young people to use 
narcotics? 
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HOW MANY ADOLESCENTS ARE INVOLVED” 


Knowledge of the number and characteristics of adolescents in- 
volved, while not affecting the substance of a theoretically sound re- 
habilitation program, has important and obvious significance to the 
community contemplating such a program. A correct assessment of 
the need for different types of rehabilitation services is impossible 
without a fairly exact knowledge of the extent of addiction in the 
community. The so-called contagious nature of addiction also makes 
it important to know who the addicts are, their char: atceristics, where 
they are located, etc. In the absence of precise knowledge, sincere 
and well-meaning citizens often make their own estimates on the basis 
of insufficient data, and in some cases fantastic statements as to the 
magnitude of the problem in certain localities are made. 

Although it would appear to be a simple process to arrive at a 
reasonable measure of the extent of drug addiction in our adolescent 
population, the reverse is actually the case. Ability and motivation to 
conceal goods is great. Strong moral and legal taboos regarding nar- 
cotics pr rompts users of all ages to use every available means to avoid 
detection not only by police ‘officers, but also by nonaddict groups in 
the community. The unwillingness of individuals who happen to 
know the drug habits of others to report illegal users is very strong. 
These reasons, and the fact that addicts are not e: isily recognizable as 
such, make it extremely difficult to detect users. Arrest data which 
provide the main source of information as to numbers involved, have 
severe limitations both from the standpoint of accuracy and effect on 
treatment programs. They are likely to reflect degree of law enforce- 
ment rather than extent of involvement. Furthermore, the sensa- 
tional publicity which often accompanies arrests may have certain 
negative effects on public attitudes and beliefs about addiction and 
on the addict’s attitudes about himself which hinder full rehabilitation. 

No one knows exactly how many adolescent drug users there are in 
our population. Of the 28,514 addic . reported to the Federal Bureau 
of Narcotics as of June 1955, 3,145 or 13.1 percent were under 21 years 
ofage. Of this group, 87.6 percent were 18 years old or over. These 
percentages are interpreted by Bureau officials to indicate a reversal 
of the upward trend after World War II for the Nation as a whole, 
although certain large urban centers report a continued increase. It 
is difficult to determine whether this decrease is due pr imarily to the 
effective work of various public and private agencies in the Juvenile 
delinquency field or whether the original reports were grossly exag- 
gerated. One of the few areas of agreement regarding narcotics be- 
tween police officers and sociomedic al workers is the urgent need for 
accurate statistical data. Standardization of reporting techniques 
along the lines of the FBI fingerprinting reports would permit a much 
wider use of available data by community agencies than the present 
sketchy and unsystematic reporting method. 


WHERE ARE ADOLESCENT ADDICTS LOCATED? 


The number of juvenile drug users in the community is only one 
criterion of the need for rehabilitation services. Equally important 
is the pattern of distribution and concentration of young addicts in 
specific localities of the countries. Here again we must rely on arrest 
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data, although in this instance the shortcomings are less obvious. 
The concentration of arrests in large cities of the Nation confirms the 
widely held belief that addiction continues to be an urban problem. 
During the period 1953-54, 67 percent of the total narcotic and mari- 
huana arrests reported to the Federal Bureau of Narcotics occurred in 
5 cities over 1 million in population (Los Angeles, New York, Chicago, 
Detroit, and Philadelphia). If we can generalize on the basis of evi- 
dence in New York City, the pattern of juvenile addiction follows ver 
closely the distribution and concentration of addiction in general. 
Young and old addicts are found to be mainly concentrated in the 
most underprivileged, overcrowded, and deteriorated areas in the city. 
This pattern of concentration and distribution has important implica- 
tions for the casual explanation of drug use, as we shall see in the 
following section. 


WHAT FACTORS PREDISPOSE YOUNG PEOPLE TO USE NARCOTICS ? 


Available evidence concerning the variety of factors which contrib- 
ute to drug use by young persons indicates that such behavior springs 
from a multiplicity of converging factors. The nature of these factors 
and of their varying combination differs greatly from one individual 
to another, and young drug users are far from constituting a homoge- 
neous class. Many types of young people coming from a variety of 
backgrounds become addicted to narcotic drugs. 

In spite of this variation, however, case histories of young addicts 
reveal one common theme that recurs over and over again. Young 
addicts, wherever they may be found, have a low resistance level in 
meeting life’s stresses and strains. Research into the personality of 
young addicts suggests that drug use is almost always associated with 
emotional and peronality maladjustments of which addiction is fre- 
quently but one symptom. Many young people, as well as adults, 
apparently turn to narcotics to compensate for emotional insecurity 
and other personality defects. These are the drug-users for whom 
experimentation is apparently impossible. They easily fall victim 
to the habit upon contact with the addicting drug. They seek to 
escape a reality which is unpleasant because they find it impossible to 
make a proper adjustment to the socially accepted patterns of 
responsibility. 

Personality or character disorders, on the other hand, are generally 
considered as having developed in the course of one’s family and com- 
munity experience. When we come to assign responsibility for drug 
use, therefore, we see that in one way or another the family must 
assume the primary burden. A great deal has been learned about 
the effect of disturbed family relationships on the personality of 
young drug users through such studies as those in progress at the 
Research Center for Human Relations, New York University. Their 
findings suggest that broken homes, defective discipline, and a family 
history of vice and crime are at least partial and important explana- 
tions of the disturbed personality predisposed to drug use. 

The unwholesome family conditions, in which personality disor- 
ganization appears to flourish, on the other hand, are often the product 
of the disorganization characteristic of slum communities of our large 
cities. 
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It is in these areas that one finds extreme poverty, poor housing, 
lack of breathing space, low education, socially deprived minority 

oups which appear to contribute to personality disorganzation. 
Tessin of these handicapping conditions many homes are unable to 
provide the child with opportunities to learn the cultural ways of 
self-control and responsibility. Indeed, quite the opposite appears 
to be the case. The child may learn the ways of a delinquent sub- 
culture in which sooner or later he is introduced to the use of nar- 
cotics. Further, these delinquent subcultures show a general dis- 
regard for law and a tolerance with reference to violations of laws, 
including narcotic laws. 

As a purely practical matter, it is important to note that it is in 
these areas of high mobility and anonymity that the drug racketeer 
and peddler operates with maximum safety, thereby creating the 
opportunity for contact with the drug which similarly predisposed 
persons in other sections of the city do not have. 

Thus, in spite of the fact that precise combinations of social, cul- 
tural, and psychological factors that cause drug addiction is still a 
matter of study, there is general agreement that drug addiction among 
adolescents, like the behavior patterns of truancy, petty thievery, the 
wearing of zoot suits, and so forth, is either indicative of disharmony 
with environment or of adjustment to an unwholesome environment. 
It is characterized by a lack of opportunities to achieve the social 
and emotional maturity which are necessary in copying with respon- 
sibilities, conflicts, and anxieties of daily living. 

The typical case history of a young drug user begins with conflict, 
creating anxiety, and leading to attempts on the part of the individ- 
ual to get rid of his anxiety. This in itself is not unusual. Every- 
one, at one time or another, finds himself in a conflict. situation, and 
apres feelings of anxiety and tension. Everyone seeks ways of 
alleviating the discomfort and uneasiness caused by his anxiety. Most 
adults find socially acceptable ways of removing or reducing their 
tensions. Young people, however, are characteristically in rebellion 
against the social values of adults and less motivated to find socially 
approved ways to get rid of their frustration. Or, they participate 
in a subculture in which use of drugs is socially acceptable. Fortu- 
nately, narcotics are simply not available in most neighborhoods. In 
those neighborhoods where narcotics are readily available, however, 
drug use becomes one of the commonly practiced ways of escape from 
unpleasant reality and responsibility. 

At the beginning of this section it was stated that drug addiction 
is produced apparently by a convergence of social, psychological and 
cultural factors. To summarize, there are many conditions that seem 
to encourage drug use. ‘The social factors are inherent in conditions 
which prevail in our large and overcrowded cities. The psychologi- 
eal factors derive from lack of opportunities to achieve emotional 
security. Cultural factors include those norms and values in dis- 
organized communities which favor law violation. While we know 
that all these factors are important causal factors in drug addiction, 
we are not sure of their relative importance. For example, we know 
that all children from broken homes in slum communities do not be- 
come addicts. Nevertheless, the majority of the adolescent addict 
population shows a convergence of these factors in their family back- 
grounds. 
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PUNISHMENT VERSUS REHABILITATION OF ADOLESCENT DRUG USERS 


If these are the causes of addiction, what next? Progress in the 
treatment of drug addiction, if at all discernible, has certainly not 
been spectacular. One justification of an inquiry into causes is to 
suggest more effective remedies. If these are the social, cultural, and 
psychological origins of drug addiction, surely this understanding has 
some implications for social policy, if only in the negative sense of 
what not to do. 

Drawing inferences for policy from an incomplete theory about the 
causes of drug addition is, however, a complex and difficult assign- 
ment. Which of the various circumstances and features of our com- 
munities lend themselves to control? How can we provide opportuni- 
ties to the slum child for enriched social and emotional icelinaaians 
How can we change the values and norms of the slum subculture so as 
to strengthen resistance to drug use? Even if these things are pos- 
sible, what price are we willing to pay? And how does this price 
compare with current expenditures? These are questions which must 
be answered eventually but which are beyond the scope of this paper. 
What can be done, however, is to suggest, on the basis of our present 
knowledge about causes, the elements of a sound treatment program, 
the place of rehabilitation in such a program and the extent to which 
punishment is substituted for treatment and rehabilitation in our 
present program. Let us begin with the latter, inasmuch as it con- 
ditions the success of the first. 


Punishment 


Even though details of a sound treatment program are not self- 
evident in a discussion of causes, one thing is clear. Addiction is first 
end foremost a medical and psychosocial problem and as such demands 
treatment and rehabilitation rather than punishment. In our zeal 
to punish, we have too often forgotten that the addict, like any sick 
person, needs medical care. On the other hand, there is a hard core of 
criminal addicts for whom medical authorities hold little hope for re- 
habilitation. The illness of addiction appears to be merely an inci- 
dental occurrence in their life of crime. With these addicts perhaps 
punishment of some sort is indicated. But the paramount fact of 
addiction as an illness and a medical problem remains to be dealt 
with. Inasmuch, as we have so little data on the incidence of the 
various categories of drug addicts, it is necessary to look upon every 
drug addict first as » sick individual, and second as a criminal. Once 
we have attained this perspective we can proceed to the next step of 
classifying addicts according to the particular type of treatment 
needed. At this stage we can begin to sift out the unredeemable crimi- 
nal addicts, and at this stage the element of punishment may enter the 

icture. 
. The trend in modern criminology is in the direction of a gradual 
shift toward rehabilitation of the criminal as the long-range answer 
for society’s protection. But in the case of drug addiction where the 
issue of criminality is secondary and where the need for medical treat- 
ment is particularly apparent inasmuch as the illness is both physical 
and mental, criminologists are making the least progress in selling 
their message to the public. The fact that Federal narcotic laws were 
amended twice within the 5-year span 1951-56 in the direction of more 
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severe penalties is evidence that we may be retrogressing rather than 
progressing in understanding addiction. s 

Today, we disapprove as unenlightened, colonial practices of im- 
prisonment and hanging in connection with the mentally ill “witches” 
of Salem, yet our modern attitudes toward addiction as a crime to be 
punished is not much more sophisticated. We cannot seem to accom. 
modate our laws to the fact that there are many kinds of addicts, only 
a part of which are hardened criminal addicts for whom there is little 
hope of rehabilitation. All our laws appear to be directed at the part 
rather than the whole. As an example, the Narcotic Control Act of 
1956 provides in detail for greatly increased penalties yet makes no 
provision for strengthened treatment facilities. 

Since tradition supports the retribution point of view and scientific 
evidence supports individualized treatment point of view both ap- 
proaches exist side by side in administration of narcotic laws. The 
result is one of confusion. Effective treatment cannot integrate quasi- 
scientific and quasi-vengeance principles. No system can function 
effectively which adheres halfheartedly to both of two irreconsilable 
points of view. 

Admitting his illness, the drug addict’s behavior is nevertheless a 
theoretical threat to society. As such, the addict must be held person- 
ally accountable in some way for what he does. This procedure does 
not, however, necessitate punishment. Accountability can be made in 
the form of reform and rehabilitation as well as in the form of punish- 
ment. Where all the evidence points to the condition as a medical 
problem, medical care appears to be the obvious solution. 

The first point in a treatment program, therefore, would be to pro- 
vide encouragement to disinterested students of addiction to commu- 
nicate their views and findings in a step toward community enlight- 
enment. 


Treatment 

According to principles in practice at the two Federal narcotic hos- 
pitals, the first step in treatment involves the comparatively short, 
simple, exclusively medical problem of taking the addict off drugs 
gradually. Recent recommendations by the New York Academy of 
Medicine that rehabilitative measures be instituted in certain cases 
before the addict is withdrawn from drugs have been rejected by the 
Public Health doctors on the grounds that in their experience success- 
ful psychiatric rehabilitation cannot be initiated until the addict has 
been relieved of his physical dependence on drugs. 

The fairly recent substitution of gradual withdrawal for quick with- 
drawal is one of the first indications of a gradual shift in traditional 
attitudes toward the adidct as a patient in need of medical care. 

For many years physicians and police believed that drugs could most 
effectively be withdrawn from an addicted person abruptly and com- 
pletely. The painful though sometimes fatal experience of “kicking” 
the habit without medication was thought to have a deterring effect 
on further use of drugs. Known as the cold-turkey method of treat- 
ment, this procedure is generally considered nowadays to be not only 
inhumane but dangerous, because sudden and complete withdrawal 
of drugs from patients with severe dependence may result in serious 
physical and mental harm and sometimes death. Furthermore, expe- 
rience with addicts who have “kicked” the narcotic habit in jails where 
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medication is generally not administered for such purposes has thrown 
further doubt on the alleged deterrent effect of “quick withdrawal” 
treatment. In fact, in the opinion of many authorities, the quick with- 
drawal, or cold-turkey treatment serves to intensify the addicts’ 
efforts to obtain drugs to forestall withdrawal pains, rather than deter 
them in such efforts. 

It is significant in this respect that in the summer of 1955, Commis- 
sioner Harry J. Anslinger, of the Federal Bureau of Narcotics, testi- 
fied before the Senate Subcommittee on Improvements in the Federal 
Criminal Code that while the method of gradual withdrawal of drugs 
is more humanitarian, it does not have as strong a deterrent effect on 
the addict as the abrupt withdrawal method. In his opinion, the cold- 
turkey treatment is a “horrible experience for an addict to go through. 
He remembers that, and that might keep him off drugs for a 
while * * *. He will remember cold-turkey, but he will not remember 
the soft treatment.” Thus, in spite of a gradual shift in attitudes to- 
ward the addict, some authorities still adhere to the deterrence theory. 

It seems apparent because of the addict’s low resistance to discom- 
fort and anxiety that during this first withdrawal phase a degree of 
compulsion (without the stigma of criminal proceedings) must. be 
exerted to insure abstinence until new habits can be foun. This fact 
offers an insight into the low rate of cures at Federal narcotics hos- 
pitals over the years. Experience at these hospitals has shown that 
voluntary patients (the bulk of the patient load) do not stay long 
enough to obtain full treatment. 

Gradual withdrawal treatment is particularly important with young 
addicts, if we can generalize on the basis of research being done at New 
York University. Their findings indicate that the bulk of adolescent 
users are previously nondelinquent. And they have found some evi- 
dence that these previously nondelinquent users seem to be more com- 
pulsive in their use and more heavily addicted than the previously 
delinquent user who seems to be more of an occasional or social user. 
In view of these findings, it is particularly important that young 
people whose only record of delinquency is addiction and who are 
apparently more seriously ill be distinguished for treatment purposes 
from those who “play” with drugs along with other “cats.” Attitudes 
and feelings of resentment and abandonment formed during this stra- 
tegic first phase of treatment may serve to retard efforts at long-range 
rehabilitation. 

The second ingredient in our broad treatment program would there- 
fore provide strategically located local narcotics hospitals to supple- 
ment the work of the Federal hospitals. Young addicts, much like 
other people who are extremely ill, fear separation from those on 
whom they are dependent. Thus, removing the addict several hun- 
dred miles from his local community seems to be the very thing we 
should avoid in many cases. 


Rehabilitation 


While the first phase of treatment is very important in terms of the 
addict’s attitude toward the longer phase of rehabilitation, it is pri- 
marily a medical problem. Unless the addict receives intensive psy- 
chiatric treatment, however, the original motivation is likely to remain 
and the patient will resume his use of drugs when he leaves the hos- 
pital. Rehabilitation is a long-term process. It is begun in the 
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hospital but continues long after return to the community. The most 
dangerous period for a released patient, apparently, is the 2-month 
period following discharge from the hospital. In this period, the 
former addict usually becomes depressed and lonely, returns to the 
companionship of his addict friends, and eventually succumbs to the 
drug habit again. Continued supportive therapy in the home com- 
munity as a source of encouragement, interest, and readiness to help 
when asked is thus a crucial element in a sound treatment program. 
It is also, unfortunately, the weakest and least developed phase of 
treatment of narcotic addiction. 

If it is true, as many psychiatrists believe, that the personality 
faults of young people are not so firmly entrenched, we would expect 
young addicts to be more amenable to psychosocial rehabilitation. If, 
at the same time, the majority of young addicts are those who suffer 
from some intense emotional disturbance, and for whom the drug is 
more an escape than a pleasurable experience, we must not make the 
mistake of underemphasizing the need for on-the-scene psychiatric 
treatment. Furthermore, variety of types of young addicts indicates 
a need for careful diagnostic pr ocedures to determine the most appro- 
priate type of treatment in each individual case. Certain young 
patients may need only a short period of intensive institutional super- 
vision, followed by a long period of close supervision in the home 
environment. Other young patients may suffer such serious maladjust- 
ments in their family relationships as to require complete separation 
from the family environment. 

Complete rehabilitation requires, in addition to psychiatric treat- 
ment, vocational therapy and recreational training. Vocational ther- 
apy enables the young addict to rehabilitate himself ec onomically fol- 
lowing discharge from the hospital and also serves to provide useful, 
constructive work habits while he is still a patient. These are habits 
which the young addict has typically had no opportunity to develop. 
Similarly, a full recreational program is important in providing 
experience and training to young people who have, in most cases, never 
developed good play habits. 

The third ingredient in our general treatment program thus would 
call for mental health or child guidance clinics, staffed with social 
caseworkers, counselors, and psychiatrists to administer the much- 
needed supportive therapy and supervision after discharge from the 
hospital. 

Differentiation of addicts 

Implicit in this discussion of appropriate treatment for young 
addicts is the need for increased emphasis on differentiation among 
addicts. Both police and courts, for example, should make a concerted 
effort to distinguish between primarily delinquent users and non- 
delinquent users, for purposes of referral to appropriate treatment 
facilities. Special narcotics courts may be necessary in some cities. 
Courts, in »ddition, should be given discretion to suspend sentence and 
grant probation. This is particularly important with young addicts 
who may have a long record of offenses but who nevertheless are good 
subjects for rehabilitation. 
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Prevention 


In the last analysis, however, prevention is the safest, surest, and 
perhaps most expensive form of treatment. Activities which promote 
better community living and strengthened family relationships ulti- 
mately prevent the ionanan of disorganization which often leads 
to addiction. Slum-clearance projects, economic and technical aid to 
special community improvement projects fall in this category. Recre- 
ational projects that are adapted to the particular needs of a com- 
munity and other grassroots projects might also help to prevent dru 
use. In an area as complex as drug addiction there can be no fina 
prescription for prevention. Experimentation along many lines is 
needed. 

The final suggestion for a sound treatment program involves a 
grant-in-aid project, along the lines of those made in the public health 
tield, to encourage the development of special community projects. 
Such a program would obviously carry advantages for all residents 
in such communities, not just the young addicts. 


CONCLUSIONS 


The effect of a program, such as that which is here suggested, would 
be to shift the attack from the precipitating factors in ira addiction 
to the more basic predisposing factors. It would remove the primary 
burden of juvenile addiction from the hands of the police and turn it 
cver instead to sociomedical workers. It would foster a climate of 
opinion which would more readily support expenditures for such a 
program, and which would thereby facilitate the kind of cooperation 
and coordination needed to carry out such a program. By the same 
token, it would dispel many of the modern misconceptions about drug 
addiction. 


Proposep TREATMENT PROGRAM FOR DruG ADDICTION 


The subcommittee conducted an investigation and held hearings on 
the treatment of juvenile drug addiction. Several hundred addicts, 
both in and out of public and private institutions, many of whom were 
adolescents, were interviewed in various parts of the United States. 

The United States Public Health Service Hospitals at Lexington, 
Ky., and Fort Worth, Tex., and prisons were visited, as well as mental 
hospitals and prisons where drug addicts were Pee or inmates. 

Experts in the field of the treatment of drug addiction, principally 
psychologists, psychiatrists, as well as many police officials were inter- 
viewed. The object of this study was to establish a constructive treat- 
ment program for juvenile drug addiction. 

Subcommittee hearings on this problem were held in Washington, 
D. C., on December 17 and 18, 1956. Government officials, represent- 
ing the United States Public Health Hospitals that treat drug addic- 
tion, police officials, who have worked in the narcotics field and leaders 
in psychology and psychiatry, who were experts in the field of drug 
addiction, testified. 

As a result of the investigation and the hearings, the subcommittee 
has developed and incorporated into the form of legislation, which is 
now in the process of introduction in the Congress, an affirmative 
treatment and rehabilitation program for drug addiction. 
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The following is an outline of the program which has been embraced 
in proposed legislation : ’ 

1. The greatest need in the field of treatment of drug addiction is 
for the development of “aftercare” treatment centers for addicts after 
they have left the hospital or institution where they have been con- 
fined or were being given treatment for drug addiction. With one 
exception this kind of program or service does not exist on a formal 
basis anywhere in the United States. The proposed legislation pro- 
vides for the establishing of outpatient, aftercare units as an integral 
part of the United States Public Health Service hospitals that treat 
drug addiction. These units are to be located in areas selected by the 
Surgeon General where there is the greatest need for their services. 
The outpatient units are to be available to offer guidance and psycho- 
logical and psychiatric help to drug patients after they have left the 
Federal hospitals where they have been treated for drug addiction. 
At the moment these hospitals are the United States Public Health 
Hospitals at Lexington, Ky., and Fort Worth, Tex. The outpatient 
units would act as coordinating centers, their essential function being 
to utilize for actual direct service, existing public and private com- 
munity resources. If a patient required psychiatric help the out- 
patient unit would make arrangements with an existing psvchiatric 
clinic in the community to give the patient this service. The func- 
tion of the outpatient narcotics units would be then to keep in touch 
constantly with the clinic giving the patient psychiatric services and 
determining whether the patient is benefiting from this kind of pro- 
gram. If a domestic relations problem arises, the unit would refer 
the patient to a local family counseling service and the counseling 
service and the narcotics outpatient unit could work jointly in meeting 
this facet of the patient’s problem. If the services of a local hospital 
are needed, the unit would not in itself have available the facilities but 
would make a referral to an appropriate hospital in the community. 

2. The existing treatment programs on the State and Federal level 
are of doubtful value unless an aftercare treatment program, as pro- 
posed in the subcommittee’s legislation, is developed. One of the 
principal reasons for the high percentage of relapses by drug addict 
patients who have been to the Federal hospitals is that a large number 
of them return immediately to their former environment when they 
are released. Since they are normally poorly adjusted individuals and 
have difficulty in securing employment, they relapse very soon to the 
use of drugs. Many addicts who were interviewed stated that they 
felt confident that they could have abstained from the use of drugs 
if they had been given guidance as a part of the hospital program and 
psychological or psychiatric assistance on returning to their home 
communities. 

With two exceptions, none of the States has assumed the respon- 
sibility for developing a treatment program for drug addiction. It 
is necessary for the Federal Government and the States to jointly 
share this responsibility. It has been established that the States are 
often willing to develop appropriate programs and services in the 
social welfare field if given some assistance by the Federal Govern- 
ment. 

The legislation proposed by the subcommittee provides for the 
allocation of funds to the various States for the development of a 
treatment program for drug addicts. The amounts and the conditions 
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on which this money will be given is left to the discretion of the 
Surgeon General. The funds are to be used for the development, 
operation, and maintenance of treatment centers in the States, for 
training personnel to give service in these centers, to give psychologi- 
cal and psychiatric services in these centers, and for research in the 
field of Stay addiction. The legislation is designed to insure that the 
local communities and the various States will assume their full share 
of the financial responsibility for implementing this program. 

Part of the reluctance to establish treatment centers for drug addic- 
tion on the State level has been the high cost of developing such a 
program. This has been coupled with the uncertainty of the effec- 
tiveness of our existing methods for the treatment of drug addiction. 
Many responsible officials have expressed the view “What is the point 
of spending millions of dollars on a hospital when we do not know 
that it would be of any real value.” It is the subcommittee’s opinion, 
that the lack of success in the treatment of drug addiction has been 
due to the inadequacy of the existing treatment program and not 
due to the inability of drug addicts to be materially helped by a good, 
sound program. 

3. Drug addicts tend to vacillate in their attitude toward treatment. 
One day they will be full of desire to cooperate with the treatment 
program at the hospital. The next day they will want to abandon 
the program and leave the hospital. It is necessary to have an ele- 
ment of compulsion utilized in the successful treatment of drug 
addicts. 

Under present arrangements addicts are permitted to go to the 
Federal hospitals, at Fort Worth, Tex., or Lexington, Ky., as volun- 
teers and leave at will. It is common practice for an addict patient 
to spend less than 2 weeks at the hospital and leave before they could 
have possibly derived any benefit from the program. 

The legislation developed by the subcommittee would provide that 
drug addicts could secure admission to the Federal hospitals treating 
narcotics addiction through commitment by State courts. Thirty-six 
States have laws at present that could be used for this purpose. This 
proposal would meet the problem of the volunteer patients who come 
repeatedly to the Federal hospitals treating drug addiction and re- 
main only a few days. The hospital authorities could, under the pro- 
vision, require the addict to obtain admission through a State court 
commitment. The hospital would be able then to compel the addict to 
stay at the institution until it is determined that he could no longer 
benefit from the hospital treatment and rehabilitation program. To 
require that all patients be admitted only by court commitment would 
be harshly penalizing the 27 percent of this group who come and stay 
at least 414 months at the hospital—the minimum time recommended 
by the hospital. The instant proposal would provide an effective way 
to cope with the other 73 percent of the volunteer patients who leave 
prematurely. This proposal would also be of great value to the many 
States with heavy rural populations that have a very small number of 
drug addicts among their citizens. These States could not go to the 
expense of establishing special hospitals for the treatment of dru 
addiction, but would be able to utilize the services of the Federa 
hospitals treating drug addicts. 
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4. Southern California has one of the biggest narcotics problems 
in the United States. Neither California nor any of the other West- 
ern States have any kind of a treatment program in existence. The 
existing Federal hospitals in Fort Worth, Tex. and Lexington, Ky. 
which accept drug patients are a great distance from the Pacific coast. 
It is important to develop an element of coordination between the 
hospital treating a drug patient and agencies in his home community 
who will assist him when he leaves the hospital. This kind of liaison 
is impossible under the present arrangements, so far as the west coast 
addicts are concerned. A bill introduced by the subcommittee pro- 
vides for the establishment of a hospital on the Pacific coast for the 
treatment of drug addicts. 

It is not necessary for the Federal Government to construct a new 
institution, but a unit, or section, of an existing facility could be 
utilized. 

5. In order to have the benefit of fresh, stimulating thought on the 
subject of the treatment of drug addiction, a bill was introduced 
providing for a narcotics committee, working in coordination with 
the Surgeon General’s Office in the Department of Health, Education, 
and Welfare. The committee would consist of outstanding people in 
psychology and psychiatry, in Government and in law enforcement, 
who are familiar with the narcotics field and whose duties would be 
to make recommendations toward improving the Federal drug treat- 
ment program. 

It is the subcommittee’s view that the overall narcotics problem in 
the United States can only be successfully met by combining vigorous 
law enforcement to defeat the illicit narcotics traffic with an en- 
lightened and well-conceived treatment program. Up to now the 
treatment aspect of the problem has not received the degree of atten- 
tion that the law enforcement aspect of the problem has. 

An overwhelming percentage of the youngsters who have become 
addicts in the last 10 years had their first contact with drugs between 
the ages of 16 and 18. For the benefit of these youngsters, as well 
as the entire community, it is necessary that an adequate treatment 
program in the United States be developed immediately. 


VENEREAL Disease AMONG JUVENILES 


There is little doubt that promiscuity on the part of a relatively 
small group of young people equates with delinquency. This subject 
was explored by the subcommittee, with the aid of the American 
Social Hygiene Association. 

In 18 States and 8 major cities, where serious venereal-disease epi- 
demics have occurred in the past 2 years, a large proportion of those 
in the epidemic chain of infection were found to be teen-agers and 
young adults. 

In the group studied, venereal-disease infections began to pile up 
in the very early teens. The volume trend line in primary, secondary, 
and early latent syphilis begins to rise sharply at about the age of 14, 
and progresses almost vertically to a peak just short of 20 years. In 
the age group 10 through 19, 3 cases of early latent syphilis are 
reported for every 1 of primary and secondary syphilis, and early 
latent syphilis is an infection already 1 to 4 years old. Thus, early 
latent syphilis at age 14 means infection sometime between 10 and 13. 

The Federal Government, through the United States Public Health 
Service, has conducted a program of venereal-disease control, but 
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much remains to be done to salvage the lives of those young people 
who have this disease. The following section of this: report was 
developed in conjunction with the American Social Hygiene 
Association. 

Teen-agers account for 60,000 reported cases of infectious venereal 
disease in the United States each year: 52,000 cases of gonorrhea and 
8,000 cases of syphilis. These are minimal figures. conservative 
estimate, which would include cases not reported, would run to over 
200,000. While this may seem an extremely large figure, it must be 
remembered that it represents less than 1 percent of the total popula- 
tion in that age group. About one-third of the cases reported will be 
brought to treatment early before infections can be spread further. 
The venereal diseases, when not treated, still cripple and kill. In 
addition to the health hazards indicated in this annual incidence of 
200,000 cases of venereal disease, there is the suggestion of a degree 
of failure in all the institutions the community provides for preparin 
young people to become responsible adults. Somewhere our socia 
guard is down. To parents, teachers, religious leaders, and legislators 
these data point to a subsurface problem of unknown but possibly 
enormous dimensions. 

In presenting the teen-age venereal-disease information available 
to the American Social Hygiene Association, we are aware that we 
are dealing with only a single symptom of a disorder whose cause, 
or causes, may lie deep in our social structure. We think venereal- 
disease control can provide only a small part of the answer, but we 
believe that the venereal-disease information on teen-agers offers a 
starting point for exploration of one of the serious problems of our 
time. 

We believe further that an effort which copes successfully with a 
specific youth problem must be alined with wine efforts in the same 
or related areas of activity. In presenting this particular phase of 
the VD problem we hope to demonstrate some of the ways it may 
relate to other problems of teen-agers. 

Morbidity reports routinely submitted to the Public Health Serv- 
ice by State and city health departments, indicate the number of cases 
of venereal disease by race and sex, but not by age. The increasing 
proportion of teen-agers involved in epidemics of infectious syphilis 
and gonorrhea in the last few years, however, prompted the Public 
Health Service to request data by single year of age for all syphilis 
and gonorrhea cases reported in calendar year 1953. Study of these 
data indicate that 22.4 of the infectious syphilis and gonorrhea cases 
were reported among persons under 20 years of age. 

Among girls, rates beat to rise significantly at about age 12 and 
among boys at about age 14. At age 13, among girls there are 6 
cases reported for every 1 among boys. The rate of cases reported 
increases rapidly after age 14. Among girls and women, the highest 
age specific rate of venereal-disease incidence (616 per 100,000) occurs 
at age 18 (fig. 1). The rates for men keep on rising to age 23 and 
surpass those of girls and women every year after age 16. 

The signs and symptoms of gonorrhea and primary syphilis are 
easier to detect in the male. Consequently, the diseases are more often 
diagnosed and reported among men and boys than among women and 
oie. Blood-testing surveys have shown, however, that both sexes 
have similar syphilis rates, and it may be assumed that approximately 
the same number of girls are infected as boys. The rates for both sexes 
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represent a minimum number of syphilis cases, both because of under- 
reporting and because of the large number of patients treated with- 
out a final diagnosis. 

Among the States there is a wide variation in the percentage of total 
infectious venereal disease attributable to persons under 20 years of 
age. In the 1953 data, it ranges from 9.6 in Connecticut to 33.9 in 
Delaware (fig. 2). Analysis of these variations indicate that the 
problem of venereal disease among teen-agers is definitely associated 
with other problems of teen-agers. States with a high percentage of 
venereal disease among teen-agers usually havea high index of juvenile 
delinquency, excessive promiscuity (measured by the illegitimacy 
ratio) among persons under 20 years of age and a high fetal death 
rate among teen-age mothers.*® Lack of financial stability is also 
associated with the occurrence of venereal disease among teen-agers. 

While this coincidence of a variety of rates does not necessarily 
indicate cause and effect, it does suggest that venereal disease is a 
problem in that segment of the population which includes our less- 
protected and less-privileged youth and those most urgently in need 
of guidance from family and community. 

It is encouraging to note that localities with a high percentage of 
teen-agers in schoo] have, as a rule, low venereal-disease attack rates 
among teen-agers. 

The chances of acquiring syphilis and gonorrhea is especially high 
among teen-agers. Every year more than twice as many cases of 
venereal disease are reported among teen-agers as cases of tubercu- 
losis, poliomyelitis, rheumatic fever, and infectious hepatitis com- 
bined. 

Venereal disease rates among teen-agers indicate promiscuous 
sexual activity on the part of a definable group of young people. Each 
reported infection represents 3 or 4 additional unreported infections. 
Every exposure does not result in an infection. The presumption is 
that exposures would outnumber infections in any group—possibly 
many times. We know that in the United States at present only a 
very smal] percentage of sexual activity involves venereally infected 
participants. We know this percentage to be small because even in 
venereal disease epidemics many sex contacts are free of infection. 
We also know that a characteristic epidemic of venereal disease occurs, 
not because some group suddenly becomes sexually overactive, but 
because an outsider introduces venereal disease into a previously 
uninfected, but sexually active group. 

The venereal diseases are among the few communicable diseases that 
result from an individual’s social behavior. This fact, when it begins 
to be understood by an infected youngster, intensifies the mental 
trauma which frequently accompanies venereal disease. Deep-seated 
guilt complexes, unrelieved and unexpressed tensions do not improve 
family relations already strained by activities leading up to the infec- 
tion. Normal family confidences are out of the question. 

To avoid detection most infected youngsters will seek nonprofes- 
sional advice and attempt to treat themselves. If the infection is 
syphilis, the signs and symptoms will go away eventually regardless 
of the treatment. When this happens, the youngster is relieved, usu- 


2#* The method of correlation analysis resulted in positive coefficients of correlations be- 
tween teen-age venereal disease and indexes of juvenile delinquency, illegitimacy, fetal 
deaths among teen-age mothers, and financial instability, and a negative correlation coeffi- 
cient with population 14 to 19 years of age enrolled in schools. All coefficients of correla- 
tion are statistically significant. 
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— thinks he is cured, and continues the activities which led to his 
infection and which will now make him a distributor of syphilis. The 
fact that there are reported among teen-agers five times as many cases 
of early latent syphilis *° as cases of primary and secondary syphilis 
seems to corroborate this possibility. 

Venereal disease among teen-agers is an increasing problem if for 
no other reason than the increasing teen-age population. The age 
group 10 to 19 is increasing by almost a million persons each year. In 
1950, for example, there were 21.8 million persons in the 10- to 19-year 
age group, or 14.4 of the total population. If the present level of fer- 
tility continues, this same population group will have reached 30.6 
million by 1960 and will account for 17.2 of the population. 

It is not possible to immunize biologically against either gonorrhea 
or syphilis. We may, however, with complete assurance consider “im- 
munity” by education—“immunity” as a result of acceptable conduct. 
Education has already demonstrated its effectiveness in venereal-dis- 
ease control, In all social and economic strata, venereal disease rates 
decrease as years of schooling increase. Indeed, one of the problems 
in dealing with teen-age venereal disease is nonattendance at school. 
Preliminary studies indicate that the great bulk of venereal disease 
among youngsters is found among those not in school. 

Certainly one of the very fruitful fields for further study of juvenile 
delinquency is the nonschoolchild. Where and how is he occupied? 
Why is he not in school? What educational devices exist and what are 
necessary to interest him in school and to prevent continued delin- 
quency ¢ 

Teen-age venereal disease is more than a teen-age problem. It is 
characteristic of those few youngsters who are sexually overactive 
that they tend to become involved sexually with older members of 
the community. There have been epidemics of record in which the 
traceable portion of the epidemic was limited to teen-agers. The 
history of most epidemics reported in the United States in the last 
3 years shows that about half those involved were teen-agers. (See 
chart of Greensboro epidemic.) 

In many instances the disease was brought into the teen-age group 
by a girl whose sexual partners included adults. Such girls are not 
uncommon in venereal-disease epidemics. They have sexual contacts 
with a large number of men, usually voluntarily and usually without 
pay. They may be sexually overactive. They may be, and often are, 
dull, They may become involved in sex gangs. Usually their ability 
to make acceptable social and personal contacts is limited, and they 
resort to sex as their most attractive resource for communication and 
companionship. Almost every sizable epidemic studied involves at 
least one such individual. Her, or his, response to sexual advances is 
so undiscriminating that no extramarital sexual partnership in the 
community is free from the hazard of venereal infection. 

Venereal disease among teen-agers and problems of sexual mal- 
adjustment are closely associated with other problems of youth. 
Clearly the safeguards that our society now provides to assist teen- 
agers in the critical process of becoming adults are dangerously inade- 
quate for some youngsters. Just as clearly these inadequacies call for 
a reexamination of the processes by which young people are educated 
and of the society in which they grow. 


*° Early latent syphilis refers to a case which was undetected for a period of up to 4 years 
after infection, 
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PROPOSAL FOR VENEREAL-Dispase STUDIES 


BACKGROUND 


Venereal disease is a serious health hazard in the United States 
today. The volume of reported cases of syphilis or gonorrhea rose in 
43 States in the last 6 months of 1954. Syphilis epidemics have been 
reported in recent months from 18 States and from 8 major cities. 
The Public Health Service estimates that, as of January 1, 1955, there 
were 1,921,000 persons in the United States who had syphilis requiring 
treatment. Last year 87,000 persons acquired syphilis; 1 million 
acquired gonorrhea. Gonorrhea cripples and sterilizes; syphilis dis- 
ables and kills. 

This is an ironic commentary on our times. No one need get venereal] 
disease in the United States today, and certainly no one need die or 
be disabled by it. Penicillin cures most cases in a very short time 
and without pain; it is inexpensive, easy to administer, and widely 
available. 

The problem lies in getting penicillin and the venereal-disease 
organisms together. Unless people suspect they might be infected 
and seek diagnosis or unless casefinding activity “finds” them, they 
are not likely to get treatment. In many instances the signs and symp- 
toms of early syphilis are so faint they are not readily seen. In other 
instances they are mistaken for harmless disturbances such as heat 
rash. Often when they are suspected to be what they truly are, their 
victims hesitate to seek confirmation of their suspicions. Only about 
10 percent of those infected with syphilis get treatment in the early 
stages of the disease. 

In short, the means to control venereal disease are available and 
gains have been made. There is evidence, however, that the gains 
may be less than at first believed, and there is further evidence that 
they may be slipping away. 

Analysis of information from State and local health departments 
during the past year has prompted the American Social Hygiene Asso- 
ciation to mark out 3 major problems for its investigation—a 3-way 
project designed to help stabilize the VD control effort at all levels of 
operation (Federal, State, and local) and to develop guidelines for 
organized control activity in the future. Although the project can- 
not be undertaken without additional financial resources, the Ameri- 
can Social Hygiene Association’s long experience in the field and its 
excellent relationship with Federal, State, and local health depart- 
ments will minimize the total cost. The Public Health Service has 
expressed its interest and willingness to cooperate in the study; the 
Children’s Bureau has offered to review plans and provide consulta- 
tion; and the organization’s relationship with schools and _ social 
agencies assures a wide range of study resources. 

Problem No. 1—Venereal disease among teen-agers 


Recently published data on VD among teen-agers came as a shock- 
ing surprise to both parents and educators. Teen-agers and young 
adults make up more than half of the total current infectious VD 
caseload. In the 18 States and 8 major cities where serious VD epi- 
demics have occurred in the past 2 years a large proportion of those 
in the epidemic chains of infection were found to be teen-agers and 
young adults. 
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In the group studied, VD infections begin to pile up in the very 
early teens. e volume trend line of primary, secondary, and early 
latent syphilis begins to rise sharply at about age 14, and progresses 
almost vertically to a peak just short of 20 years. In the age group 
10 through 19, three cases of early latent syphilis are reported for 
every one of primary and secondary syphilis, and early latent syphilis 
is an infection already 1 to 4 years old. Thus early latent syphilis at 
age 14 means infection sometime between 10 and 13. Not only do 
VD infections pile up in the very early teens but only one-third of the 
cases get treatment early enough to prevent further spread of the 
infection. 

There is little doubt that promiscuity on the part of a relatively 
small group of young people equates with delinquency. There is no 
demonstrable exposure rate for VD infection at any age. Suffi- 
cient is known about the causative organisms, however, to rule 
out the idea that every exposure results in an infection. It is most 
likely that there are a great many exposures per infection, and that 
the 7,032 cases of primary, secondary, and early latent syphilis plus 
the 52,186 cases of gonorrhea reported among age group 10 to 19 in 
1953, represent several times 60,000 sexual exposures. 

In view of the above facts, the members of the subcommittee endorse 
the following plan of study which has just gotten under way. 


Proposal 
That ASHA recruit and train additional staff to study the teen-age 
VD problem. 


Purpose 
To develop a body of information not now available which can be 
used to achieve better understanding of the teen-age VD problem in 
terms of its causes and remedies. 


The study 

(a) Samples.—The study would concern itself with two groups of 
teen-agers: A group under treatment for VD or having had treat- 
ment; a group never having had experience with VD or its treatment. 
The first group would be taken from the clinics of State and local 
health departments. They would represent the desired study cate- 
gories: age, sex, education, socio-economic status, race, employment 
experience, religious experience, etc. They could be taken from the 
oe populations and from cooperating private physicians of selected 

tates. 

The second group would come from the same areas and would match 
the characteristics of the individuals in the first group. They would 
be selected with the advice of school, church, and parent groups. 

Both groups would be selected so as to represent a fair cross section 
of the country in rural and urban areas. Two thousand individuals 
(3.38 percent of the total clinic population) would make up each of 
the two sample groups. 

(6) Information needed.—The information necessary to throw 
light on the teen-age VD problem would be organized under five gen- 
eral headings, including some or all of the items listed under each. 

(1) Description of the same groups: 
Social background. 
Employment experience. 
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Attitudes and aptitudes. 

Religious experience. 

Recreation habits. 

Economic status. 

Scholastic attainments. 

(2) Knowledge of VD and biology of sex: 

What do they know. 

What do they accept as true. 

What misconceptions do they have. 

When, where, and from whom did they get their in 
formation. 

(3) What are their normal channels of information: 

Person to person. 

Movies, TV, radio. 

Newspapers and magazines, 

Classroom and organized study. 

Church and youth groups. 

Organized discussion. 

(4) How do they relate themselves to their world: 

Do they consider themselves welcome. 

Do they consider their environment friendly. 

Do they consider themselves outsiders. 

Do they regard the world as hostile. 

Do they feel responsible for members of their family 
and friends. 

(5) Trend in attitude and behavior: 

A small part of the two sample groups will be followed 
for 5 years to note added experience, attitude change, 
etc. 

(c) Collection of information.—Interviews, carefully structured to 
develop the required information, will be conducted by trained inter- 
viewers. Answers will be inscribed on precoded sheets to facilitate 
analysis. 

Benefits anticipated to accrue from study 

VD control—The information collected and its analysis should 
provide guides for health officers in designing VD control operations 
which will cope more successfully with teen-age VD. Success among 
this group would cut total VD incidence by at least one-half. 

Juvenile delinquency.—The study will throw added light on teen-age 
attitudes toward and knowledge about sex. It may be expected to 
indicate what effect, if any, the removal of fear of VD infection 
(through wide advertisement of the efficacy of penicillin) has had on 
promiscuous behavior. It may also be etl to develop useful in- 
formation on teenage gangs and their attitudes toward sex. It may 
also throw light on the relationship between sexual and other forms of 
delinquency. 

Morality.—Religious leaders, teachers, parents, and others will find 
in the material aids for approaches to youth problems on moral 
grounds. It should add to our knowledge and understanding of to- 
day’s moral criteria and the devices which shape them, 
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Administrative considerations 

It will be necessary to name a consultant committee to advise on 
design and conduct of study and to represent adequately the points of 
view on policy of various organizations. The committee should review 
staff proposals for the major steps in the study and should approve 
the final report. 

It should be possible to complete the study in 214 years, allowing 6 
months for preparation of final report. Funds for the study should 
include enough to provide for 5-year followup of the selected small 
group to explore trends in attitude and behavior. 

Problem No. 2—Future VD medical service 
Background 

Decreasing clinic and hospital admissions for VD are having their 
effect on medical college curriculums. VD training has been seriously 
curtailed. Because of tight budgets and expanding needs for training 
in other fields, medical, and public health schools have been forced 
to consolidate into more general courses VD subjects which had pre- 
viously been treated as specialties. Does this consolidation of course 
materials permit adequate training for progressive VD control pro- 
grams in the future? In his Presidential address to the American 
Venereal Disease Association in May, 1955, Dr. William Fleming, 
ASHA board member, expressed serious concern. He noted the trend 
in medical colleges toward less intensive VD training. He called for 
study of the problem in order that VD control programs not be crip- 
pled in the future by lack of medical skills. 

In 1934, ASHA made a study of VD training of medical students 
and published its findings as an essential guide to those who were de- 
veloping legislation for a nationwide program of VD control. The 
study considered method of instruction (whether as specialty or in 
connection with other subjects) , size of classes, time devoted to subject 
matter, clinical instruction and facilities, extent of student participa- 
tion, techniques, records and texts. 

In 1947, Dr. E. Gurney Clark undertook a review of the VD train- 
ing resources of American medical schools, covering some of the same 
material and adding information on special public health experience. 
Since 1947, the entire VD control prospect in the United States has 
changed. Federally assisted rapid treatment centers which provided 
an abundance of clinical material have been closed. Federal support 
of State and local VD control programs has been largely withdrawn. 
Physicians once employed in VD facilities have been drafted into other 
programs as VD resources have dwindled. 

Thus, at the time the venereal diseases begin to show signs of 
resurgence, VD medical-training resources are in a marked decline. 
It is not unlikely that if the venereal diseases move on to a sharp rise, 
case finding would be seriously decelerated because of a lack of physi- 
cians with adequate training to diagnose and treat the cases found. 


Proposal 


That ASHA reexamine the nature and scope of medical-school 
instruction in the venereal diseases. 
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Purpose 
The results of the study will permit medical-school administrators, 
their boards, and health officers to judge as accurately as possible 
present medical manpower in terms of present and future venereal- 
disease needs. 


The study 


Most of the information for analysis can be collected by question- 
naire. The rest would be gained by on-the-spot investigation of 
facilities in a number of representative medical schools. This study 
should conform in certain basic elements to those which preceded it 
in order to provide trend data. It should be sensitive to future possi- 
bilities as well as to present realities. 


Benefits anticipated to accrue from study 

Health officers.—Health officers and others interested in the control 
of venereal diseases will find the information useful in projecting 
their manpower needs and in planning for integration of program 
activities. 

Medical-school administrators—Medical-school administrators will 
find the study valuable in correlating curriculum offerings with de- 
mand for health service. 


Problem No. 8—Premarital blood tests 
Background 


In 38 States a physical examination and/or a blood test is required 
of both parties upon issuance of a license to marry. Designed essen- 
tially to protect infants from venereal infection, the premarital exami- 
nation laws have been considered necessary VD control aids until very 
recently. Now, because of the few cases of syphilis that are discov- 
ered through the premarital examination network, and because of 
economies in public budgets, many health officers seriously are ques- 
tioning the need for premarital blood-testing programs. Those who 
believe the premarital laws still perform a useful service base their 
thinking on the following considerations: 

1. They cause unsuspected cases of syphilis to be found and 
brought to treatment. 

2. They provide opportunity for VD education at a time when 
the facts about VD have special impact. 

3. They cause persons who suspect themselves to be infected 
to seek medical care before applying for a marriage license. 

In order to resolve the question of whether the premarital examina- 
tion is sufficiently productive in any VD control area it will be necessary 
- examine carefully the results of premarital testing in a number of 

tates. 


Proposal cs 


That ASHA study present activities existing under legislation in 
38 States requiring physical examinations of applicants for license to 
marry. 
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Purpose 
(a) To prevent premarital examination proondates falling into 
desuetude or being legally discontinued without adequate scientific 
evaluation of their present and potential usefulness. 
(6) Tostudy the premarital examination as an especially opportune 
occasion for personal and family-life education. 


The study 
The study plans will fall into three general categories: 

1, Examination of State and local health department records to 
determine over a period of years back the comparative volume of 
patients referred to treatment as a result of premartial blood tests 
and those referred to treatment from all other sources. These 
data need be categorized only by age, race, and sex. 

2. Analysis: The anaylsis will determine relative cost of the 
premarital blood test as a safe finding activity; relative value of 
the premarital blood test as an occasion for transmitting to young 
parents-to-be information on personal and family living, and rel- 
ative value of the premarital blood test as a stimulus to some in- 
dividuals for seeking medical care before applying for a mar- 
riage license. 

3. Writing and preparing the report. 


Benefits anticipated to accrue from the study 

The study will provide guidance for State health officers in deter- 
mining to what extent, if at all, premarital examinations should be 
supported by public funds. 

t will be useful to educators in determining to what extent pre- 
marital physical examinations have been used or misused as oppor- 
tunities for VD education and to what extent they might be used as 
opportunities for personal and family life education. 


BUDGET ESTIMATE 


Since all three problems presently are of great importance to public 
health officials, educators, and the American public, the members of 
the subcommittee feel that no time should be lost in completing the 
work that has already begun. Cooperation from schools, from the 
Association of State and Territorial Health Officers, the Public 
Health Service, the Children’s Bureau, and the American Venereal 
Disease Association has been assured. We feel that the studies will 
pay for their cost many times in the valuable guidance they will give 
to official and nonofficia] organizations engaged in work for health 
and education in personal and family living. 


DELINQUENCY ALONG THE MExtcan BorpDER 


During the hearings held on ce problems at FE] Paso, Tex., 
San Diego, Calif., and Los Angeles, Calif., and other hearings held at 


Phoenix, Ariz., and Palm Springs, Calif., much testimony was heard 
by the subcommittee on the problems arising when juveniles from 
States bordering Mexico crossed the border into that country. 
California, Arizona, New Mexico, and Texas are confronted with 
substantial numbers of juveniles between 13 and 18 years of age going 
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unescorted into Mexican border towns such as Tijuana, Juarez, La- 
redo, and Nogales, seeking recreation, thrills, and excitement. 

These cities or border towns beggar description to the average per- 
son in the United States. Prostitution, drunkenness, sale of nar- 
cotics and pornography, perversion, and all forms of vice flourish 
openly. 

Pr Testiiiieay as to conditions in these towns was presented by several 
witnesses before the subcommittee. Mr. Gene H. Fuson, newspaper 
reporter, San Diego Union, San Diego, Calif., told of conditions exist- 
ings in Tijuana, Baja California, Mexico, which is approximately 25 
miles from San Diego. 


My investigation began when the Coronada (Calif.) 
police department started a narcotic investigation and 
rounded up some 18 juveniles, all of whom were involved 
with narcotics and marihuana and barbiturates. I made 
numerous trips to Tijuana and ran down these sources. 

We found that particularly on weekends teen-agers from 
the age of 11 to 21 were going across the border and coming 
back at will. 

We found a number of instances where these teen-agers 
were very obviously either hipped (under influence of heroin) 
or bleary eyed from smoking marihuana. 

I spent about 2 months running down sources. One of the 
sources, at that time, was the El Castillo, which was a brothel 
nightclub on the south side of Tijuana. It was a sort of old 
place built like a motel. They employed about 50 prostitutes. 

At precisely 3 o’clock Saturday morning, the prostitutes 
would all go outside and a band of Negro musicians would 
come in and they would hold a jam session that was known 
far and wide. Kids coming from Whittier, Los Angeles, 
Santa Monica, Ventura, Santa Barbara, Riverside, Orange 
County, El Centro, and all over southern California. I at- 
tended several of these. I purchased narcotics on the spot 
and watched other people purchase narcotics. 

Another place we managed to do pretty well was the El 
Serape, next to the bull ring. It was a nightclub enclosed 
by a wall. You could go to this nightclub, or brothel, and 
purchase anything you wanted. 

Another time I checked all the nightclubs I could find just 
trying to see how many contacts for narcotics I could make. 
I made one with a taxi driver in front of the Oscar Savannah 
Club. I made one in the E] Mirimba. Most. of these con- 
tacts take place in the restroom. They have a man attendant 
back there who sells filthy books and contraceptives and all 
sorts of things like that, and he always peddles a litle “junk” 
(narcotics) on the side. Their chief market is young sailor 
trade, Every time a sailor goes in they know he is not a cop 
so they can hit him up for anything. 

I met one in the Mona Lisa, in the restroom, another in the 
California Bar and at the Waikiki and at a place called El 
Carmen. I found that numerous taxi drivers sell it (nar- 
cotics) to you direct or take you to a place where you can buy 
it. 
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From a confidential informant I found that he had sent an 
investigator to look into the prostitution situation at Kilo- 
meter 8 outside of Tijuana where they had established the 
new red-light district called Zona Tolerancia. He told us that 
this investigator had found definitely that the prostitutes 
working in this particular section are urged to distribute 
narcotics to their young customers to get them started on 
them. 

His careful estimate is that there are 3,000 prostitutes 
operating in Tijuana and that there are at least 8 abortion 
rings. 

Lt. Comdr. Garland Doughty, United States Navy, director of dis- 
cipline and Shore Patrol officer, and CWO Robert MacDonough, 
Hospital Corps, United States Navy, VD control officer, 11th Naval 
District, San Diego, Calif., testified on service personnel going into 
Tijuana. 

Lieutenant Commander Doughty said: 

From September 1953 through July 1954 there were 
261,305 service personnel by count crossing the border into 
Mexico at Tijuana. That is in uniform. 


In answer to the question if there were any estimate as to the num- 
ber going across out of uniform he said: 


I think we calculated that it was about one-third as many 
go over in civilian clothes. 


CWO MacDonough in reply to a question concerning the incidence 
of exposure to venereal disease by service personnel said: 


There were 1,967 cases of venereal disease infection, 41 per- 
cent of those occurred in Tijuana. 

Of that number of cases in Tijuana, 63 percent were in 
personnel under 21 years of age, or a total of 511 cases of 
minors. 

As to exposure, I have no exact statistics on the amount 
of exposure because that is one that is hard to get, but from 
discussing the matter with the sailors on the streets of Tia- 
juana, judging from the youngsters who stop at our aid sta- 
tion at the border for prophylactics, and gaging that with the 
number of prostitutes who make a living doing that in Ti- 
juana, I would say that with 261,305 crossing the border, 
that many were probably exposed. 


Thomas §. Sullivan, subcommittee investigator, testified on the 
availability of pornographic material in Tijuana. 


It can be generally characterized as perverted. I bought 
a small quantity of this material at an arcade, which is lo- 
cated near Fourth Street and the Avenue de la Revolu- 
tion. In the rear two stalls they openly advertise porno- 
graphic literature. 

Now the books that I have here, the ones I purchased gives 
a vivid description of the act of cunnilingus, the act of fel- 
latio, committed by men with other men, and women with 
other women, and flagellation. Almost all of it contains vivid 
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descriptions of perverted intercourses between males and 
males and females and females. 


Sheriff Bert Strand of San Diego County testified as to the number 
of minors turned back by a roadblock set up by his department at the 
United States-Mexico border. This roadblock operates from 6 p. m. 
until 2 a. m. 


For the first 4 months we had turned back locally 466 
juveniles and those out of the county, which may mean out 
of any other State in the Union, were 755, which was a total 
of 1,221. And the last 4 months it was 330 turned back local- 
ly, and 775 out of the county, for a total of 2,326 juveniles 
which were turned back in the last 8 months. We also turned 
back during that period of time 1,403 over 18 years of age, 18 
to 21, because they happened to be in a car with a juvenile. 


Dr. Clarence G. Salsbury, commissioner, department of health, 
State of Arizona, testified as to the situation on the Arizona border. 


Some time ago we made a check at various stations along 
the border to see how many teenagers were crossing the bor- 
der for purposes that they should not be going across for, 
and in the 3 checks that we made at that time, there were 129 
high-school students who visited places acress the border 
for prostitution. We have 770 registered prostitutes in the 
small towns immediately across the border, and probably 
twice that many who are not registered. 


James E. Daly, probation officer, county of Yuma, Ariz., testified : 


Our statistics from May 1, 1954, to March 31, 1955, cover- 
ing the previous 11 months, up to the end of last month, these 
are the children that I actually picked up between the hours 
of 1 o’clock on a Sunday morning and 4: 30 o’clock. All of 
these children were between the ages of 14 through 17. 

I picked up 39 males and 15 females, so the total was 54 
children. Of this group, approximately 75 percent had been 
drinking and 10 percent were very much under the influence 
of intoxicating liquor. 


The situations in other border towns are the same as those described 
in the above testimony and access to these towns is easy. In El Paso- 
Juarez the two cities are joined by a foot bridge and thousands of 
persons cross and recross daily. The same situation exists at Laredo- 
Nuevo Laredo. 

The subcommittee recommended the passage of Senate bill 959, 
but no action was taken on this measure in the 84th Congress. 

The purpose of the proposed legislation was to restrict an unmar- 
ried juvenile, under 18 years of age, who is a citizen of the United 
States or an alien admitted to the United States for permanent resi- 
dence, from leaving the United States by way of the Mexican border, 
unless he was accompanied by one or both parents, or guardian, or he 
submitted to the proper authorities a permit issued by the office of 
the Attorney Gecnrel of the United States in the presence of one or 
both parents or guardian or when issuance of said permit is con- 
sented to in writing, under oath, by one or both parents or guardian. 
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The bill was not intended as a measure to police the border area. 
The bill would have the psychological effect on the parents and juve- 
niles to serve as a deterrent upon the number of children going un- 


escorted into Mexico. 
Feperat Laws Deating Wir YourHFruL OFFENDERS 


Title 18, United States Code, chapters 401, 402, and 403 contain the 
existing Federal law dealing with youthful offenders. 
A digest of the pertinent sections of these chapters is set forth below. 


CHAPTER 401. GENERAL PROVISIONS 


Section 5001 (originally enacted June 11, 1932) 
Provides that in the case of any person under 21 who has been 


o 

a arrested and charged with having committed an offense punishable 
: in a United States or District of Columbia court, after investigation 
t: by the Department of Justice if— 

f (a) Such person has committed an offense or is delinquent 
‘ under the laws of any State or the District of Columbia; 

° (6) Such State or the District of Columbia can and will assume 
hi jurisdiction of such person and deal with him under its laws; 
C (c) It will be to the best interests of the United States and such 
5S person to have him so dealt with; and 

it (d) The person agrees or a demand for the person has been 
p received from the executive authority of such State or the Dis- 
pe trict of Columbia, then the United States attorney for the district 
i. in which the person was arrested can order the United States 
: marsha] to convey the person to the proper authorities in such 
ms State or the District of Columbia. 


Section 5002 (enacted September 30, 1950) 


c. Provides for the establishment of an Advisory Corrections Council 
i” composed of 8 members as follows: 

S: One United States circuit judge, designated by the Chief Jus- 
+¥ tice of the United States; 
au Two United States district judges, designated by the Chief 


Justice of the United States; 

One member, as Chairman, designated by the Attorney General 
of the United States; 

The Chairman of the Board of Parole; 

The Chairman of the Youth Division of the Board of Parole; 

The Director of the Bureau of Prisons; 

The Chief of Probation of the Administrative Office of the 
United States Courts. 

The members receive no compensation, except travel and subsistence. 
They are to meet at “stated” intervals. 
The Council is authorized— 

(2) To consider problems of treatment and correction of Fed- 
eral offenders; 

(6) To make recommendations for the improvement of the 
administration of justice and the coordination and integration 
of policies relating to disposition and correction of persons con- 
victed of offenses against the United States; 
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(ce) To consider measures to promote the prevention of crime 
and delinquency ; 

(d) Suggest appropriate studies to be undertaken by public 
and private agencies. 


Section 5008 (enacted by act of May 9, 1952) 

Authorizes the Attorney General, when the Director of the Bureau 
of Prisons certifies that facilities are available, to contract with any 
State or Territory for the care and treatment of persons convicted of 
criminal offenses in the courts of such State or Territory. The Fed- 
eral Government is to be reimbursed for the expenses involved. Per- 
sons thus in the care of the Attorney General are subject to all rules 
and regulations, not inconsistent with the sentence imposed, as they 
would be if originally committed to the Attorney General. 


CHAPTER 402. FEDERAL YOUTH CORRECTION ACT (ENACTED BY ACT 
OF SEPTEMBER 30, 1950) 


This act fairly closely follows the Youth Correction Authority Act 
recommended by the American Law Institute. It applies only to 
youths 21 and under, convicted of a crime by a United States court 
(i. e., not to juvenile delinquents). 

It establishes, within the Board of Parole, a Youth Correction Divi- 
sion consisting of members of the Board of Parole designated by the 
Attorney General, who also designates one of the members of the 
Division to serve as Chairman of the Division. The Attorney Gen- 
eral is authorized to delegate to the Chairman such administrative 
duties as may be required. 

The duties of the Division are to— 

(a) Consider problems of treatment and correction ; 

(6) Consult with and make recommendations to the Director 
of the Bureau of Prisons with respect to treatment and correction 
policies for committed youth offenders ; 

(c) Enter orders directing conditional release under super- 
vision of committed youth offenders ; 

(d) Enter orders directing the unconditional discharge of such 
committed youth offenders. 

The court, upon the conviction of a youth offender, may— 

(a) Suspend sentence and place the youth offender on pro- 
bation ; 

(6) If the offense is punishable by imprisonment, in lieu of 
the penalty of imprisonment, sentence the youth offender to the 
custody of the Attorney General for treatment and supervision 
until discharged by the Division; if thus sentenced, the youth 
must be released conditionally under supervision on or before 
the expiration of 4 years from the date of his conviction and must 
discharge the youth unconditionally on or before 6 years from 
the date of his conviction ; 

(c) Ifthe court feels that the youthful offender will not be able 
to derive the maximum benefit from treatment before the expira- 
tion of 6 years from the date of conviction, the court may, in lieu 
of sentence of imprisonment, sentence the youthful offender to 
the custody of the Attorney General for any further period that 
may be authorized by the law for the offense for which the youth 
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was convicted, or until discharged by the Division. If thus sen- 
tenced, the youth must be released conditionally under supervision 
not later than 2 years before the expiration of the term imposed 
by the court. e may be discharged unconditionally at the 
expiration of not less than 1 year from the date of his conditional 
release. He must be discharged unconditionally on or before 
the expiration of the maximum sentence ; 

(d) If the court finds that the youth offender will not benefit 
from treatment, then the court may sentence the youth offender 
under any other applicable penalty provision, except that the 
Division may, after notice to the Director of the Bureau of 
Prisons, release conditionally under supervision at any time. 
The Director may recommend such conditional release at any time. 

The Division may discharge a committed youth offender uncondi- 
tionally at the end of 1 year from the date of conditional release. 

Commutation of sentence is not to be granted as a matter of right 
but only in accordance with rules prescribed by the Director of the 
Bureau of Prisons with the approval of the Division. If the court 
wants information as to the ability of a youthful offender to benefit 
from treatment, the court may commit the youth to the custody of the 
Attorney General for observation and study. If the court does this, 
then the Division must report its findings to the court within 60 days 
or such additional period as the court allows. 

Committed youth offenders are to undergo treatment at various 
types of institutions, including training schools, farms, forestry camps, 
and so forth. The Attorney General is authorized to adapt existing 
facilities to the end that, insofar as possible, the committed youth 
offenders should receive treatment segregated from other offenders. 

Youth offenders are not to be committed under the chapter until 
the Attorney General certifies that adequate treatment facilities and 
personnel have been provided. 

The Director of the Bureau of Prisons may contract and pay for 
the care and treatment of committed youth offenders at institutions 
not under his control. 

Each committed youth offender must first be sent to a classification 
center for study. Except in unusual circumstances, such study must 
be completed within 60 days and a report sent to the Director of the 
Bureau of Prisons and to the Youth Correction Division. 

Upon receipt of the report, the Director of the Bureau of Prisons 
may 





(a) Recommend to the Division that the committed youth of- 
fender be released conditionally under supervision ; 

(6) Transfer the youth to an agency or institution for treat- 
ment ; 

(c) Order the youth confined and given treatment under such 
conditions best designed to protect the public. 

The Director of the Bureau of Prisons can transfer the youth from 
one institution to another. He is to see that youthful offenders are 
examined and reexamined periodically and reports made to the Divi- 
sion. United States probation officers are also to make such reports 
to the Division as the Division may require. 

The Division may revoke or modify any previous order except an 
order of unconditional discharge. 
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Committed youth offenders permitted to remain at liberty under 
supervision or released conditionally under supervision may be placed 
under the supervision of United States probation officers, supervisory 
agents approved by the Attorney General, and voluntary supervisory 
agents approved by the Division. The Division is directed to en- 
courage the formation of voluntary organizations composed of mem- 
bers to serve, without compensation, as voluntary supervisory agents 
and sponsors, whose powers and duties are to be defined by regulations 
adopted by the Division. 

The Division is given power to bring back into the institution a 
youthful offender released conditionally at any time before his uncon- 
ditional discharge. The youth then can ask for a hearing. It would 
then be up to the Division as to whether the conditional release would 
be revoked. 

Upon unconditional discharge of a committed youth offender by 
the Division, the Division is to issue a certificate to the effect that 
the conviction is set aside. The Division is directed to exercise the 
powers of parole of juvenile delinquents. 

The chapter as originally passed was made applicable in the conti- 
nental United States, except for the District of Columbia and Alaska. 

By act of April 8, 1952 (ch. 163, 66 Stat. 46) the District of 
Columbia was authorized either to provide its own facilities or to 
contract with the Director of the Bureau of Prisons for the treatment 
of committed youth offenders convicted of offense under any law of 
the United States applicable exclusively to the District. If such con- 
tract is made, such youths are subject to the provisions of the Youth 
Correction Act as though convicted of offense not applicable exclu- 
sively to the District of Columbia. 


CHAPTER 403. DEFINITIONS 


Defines “juvenile” as persons who have not attained their 18th birth- 
day. 

Defines “juvenile delinquency” as the violation of a law of the 
United States committed by a juvenile and not punishable by death 
or life imprisonment. 

If a juvenile commits an act of delinquency and if not surrendered 
to the authorities of the State, he is to be proceeded against as a juve- 
nile delinquent if he consents and unless the Attorney General ex- 
pressly directs otherwise. If proceeded against as a juvenile delin- 
quent, proceedings are to be instituted by information, not by 
criminal prosecution. 

District courts of the United States are given jurisdiction of pro- 
ceedings against juvenile delinquents. Proceedings to be without a 
jury, and the consent of the juvenile, which must be given by the 
juvenile in writing before the judge, constitutes waiver of a trial by 
jury. 

If the court finds the juvenile to be delinquent it may— 

(a) Place him on probation for a period not to exceed his 
minority ; or 

(6) Commit him to the Attorney General for a period not to 
exceed either his minority or the term which might have been 
imposed if he had been tried and convicted for the offense in a 
criminal prosecution, whichever is shorter. 
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The Attorney General may designate any public or private agency 
or foster home for the care and custody of juvenile delinquents. The 
Director of the Bureau of Prisons is given like authority. 

The original act placed the parole functions with respect to juve- 
nile delinquents in the Board of Parole. The 1935 Federal Youth 
Correction Act places it in the Youth Correction Division of the Board 
of Parole. 

When a juvenile is arrested for an alleged violation of any Federal 
law, the arresting officer must immediately notify the Attorney Gen- 
eral. If not forthwith taken before a committing magistrate, he is to 
be detained in a place designated by the Attorney General and shall 
not be detained in a jail unless necessary to secure his custody or his 
safety or the safety of others. In any event, he can be so detained 
only long enough to bring him before a committing magistrate. 

Bail is authorized. In default of bail, the juvenile is to be kept in a 

lace of detention designated by the Attorney General. Can be kept 
in jail only under the same conditions he could have been kept in jail 
by the arresting officer. 

In any event, any juvenile detained in jail must be kept in a room 
or place apart from adults if such facilities exist. 


Use oF THE FeperRAL Youru Corrections Act 


There has been a steady increase in the use which is being made by 
the courts of the provisions of the Youth Corrections Act. The act 
has now been invoked in all but six of the judicial districts in which 
it is now operative. Between January 1954 and June 1956 a total of 
819 young men and women were committed under sentence as youth 
offenders, and an additional 59 youth were received for study and 
observation prior to sentence. In 1955, 30 percent of the offenders 
under the age of 22, exclusive of juveniles, received in Federal insti- 
tutions were sentenced under the Youth Act, and in 1956, the percent- 
age increased to slightly more than 36 percent. 

Continued progress has been made during the past year in the 
development of a sound yet flexible and experimental program of 
training and treatment for youth offenders at the institution at Ash- 
land, Ky. 

To June 30, 1956, a total of 226 offenders had been released on 
authorization of the Youth Division of the United States Board of 
Parole. The rate of paroles each month is now rising rapidly and 
it is anticipated that by the end of this year the number of youths 
under supervision in the community will equal the number receiving 
treatment in the institution. Of the youths paroled, 38 had violated 
the conditions of their release by June 30. 

The Justice Department has been particularly anxious to extend 
the operations of the Youth Act to the area of the United States 
beyond the Mississippi River. This has been delayed because the con- 
tinuing high level of population of Bureau of Prisons institutions 

osed serious difficulties in certifying the availability of additional 
institutions for the youth program. The need for additional institu- 
tions to implement the youth program was presented to Congress in 
1955 and again in 1956. At its last session Congress appropriated 
funds for the establishment of a new youth camp in the West and a 
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suitable site is now being sought. Congress also made funds avail- 
able for the preparation of plans and acquisition of sites for two addi- 
tional institutions, one of which will be a guidance center for the 
youth group. The funds to construct these two institutions have not 
been appropriated. Should these funds be appropriated during this 
Congress, it will still require 2 or 3 years before the guidance center 
is ready for occupancy. 

Despite the fact that no new institutional facility is yet available, 
the Director of the Bureau of Prisons has developed the institution 
at Englewood, Colo., as a youth center. This enabled the program 
to be extended to the entire country. 

Another important development during the past year has been the 
activation of the Federal Advisory Corrections Council, which was 
established by the Youth Corrections Act. The Advisory Correc- 
tions Comeil, which numbers among its membership Chief Judge 
Orie L. Phillips and United States District Court Judges Albert v. 
Bryan and Luther W. Youngdahl, has been active since Dr. Hurst 
R. Anderson, president of American University, was appointed Chair- 
man in May 1955. To date the Council has had three meetings. Fol- 
lowing an organizational meeting in September 1955, the meeting in 
January 1956 was devoted largely to a review of legislation then before 
the Congress. The Council endorsed a proposal to strengthen and 
improve State and local programs to combat and control juvenile 
delinquency and urged that the States give particular attention to 
measures which would aid the States in develaniall their programs 
for the treatment and training of youthful offenders. 
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DISPOSITION OF CASES OF OFFENDERS AGED UNDER 18 
CHARGED WITH VIOLATION OF FEDERAL LAWS 
FISCAL YEARS ENDED JUNE 30,1945 TO 1956 


R OF 
osPonTions (1956 DATA FROM TABLE 25) 
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CASE DISMISSED 
OR NOT CONVICTED 
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DIVERTED TO 
LOCAL AUTHORITIES : 








s COMMITTED TO CUSTODY 





1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 


Disposition of juvenile offenders during fiscal years 1948-56 








Total | Committed to 














341) 3,69! 2670 2,064 1,812 1999 2,130 2,433 2543 2628 2276 2,518 
CC} 588 (634 393 311 229 247 #243 #360 340 359 «209 266 
E==] 468 558 370 249 275 343 314 454 8 452 519 525 579 
Bass 1.338 1,449 960 800 672 73! 860 89! 870 855 739 799 
GH 1017 «1.250 947 704 636 678 713 728 88! 895 803 854 





| | 
| Probation | Dismissed or | Diverted 
custody | not convicted 
Year = ns a a ica as 
Num- Per- | Num- | Per- | Num- | Per- | Num- | Per- | Num- | Per- 
ber cent | ber | cent ber | cent | ber | cent ber cent 
| | | 
| | | 
2,064 | 100.0 | 703 | 34.1 | 800 | 38.8 311 151 | 29] 120 
1,812 | 100.0) 636) 351 | 672) 37.1 229| 126 | 275) 152 
1, 999 100.0 678 | 33.9 | 731 | 36.6 247) 12.3 | 343 17.2 
2, 130 100. 0 | 713 | 33.5 | 860 | 40.4 243 | 11.4 314 14.7 
2, 433 100. 0 728 29.9 891 36. 6 360 14.8 | 454) 18.7 
2, 543 100.0 881 | 34.6 870 | 34.2 340 | 13.3 452 | 17.7 
2,628 | 100.0 | 895 | 34.06 855 | 32. 53 | 359 13. 66 519 | 19.75 
2,276 | 100.0 | 803 | 35, 28 793 | 32.47 209 9.18 | 525 | 23.07 
2, 518 100. 0 854 | 33.92 799 31. 73 286 11. 35 | 579 23.0 
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Commitments to custody of juvenile offenders under juvenile procedure and 
adult criminal procedure for years 1949-56 


| | | 
| Juvenile | Adult Total 
procedure | procedure 
WO i 5 . a = | 612 24 | 636 
Se rye beth iaelied ; eee 648 | 30 | 678 
Rs cinmiess ; ale | 666 47 | 713 
1952 = ‘ ine Se ‘ 675 | 53 728 
1953 — . ‘ " = 825 | 56 881 
1954___ ake Seite eeninaniacaisicacen nee 816 | 179 | 895 
1955 os siete sas eigen emeaaen ; 732 | 165 | 803 
1956 iets ‘ eee oe 775 | 179 | 844 


! Of the totals committed under the adult procedure 13 were committed under Youth Corrections Act in 
1954, 17 in 1955, and 44 in 1956. 


Known previous commitments of juvenile offenders committed to Federal 
institutions by United States courts for years 1949-56 








: 7 
| 
| | | Percent of 
Total com- | No known | 1 commit- 2 commit- 3 or more total with 
| mitted commit- | ment ments commit | previous 
| ments | ments } commit- 
| ments 
ca | - ’ os - = eae ae rs ~~ 
1949........-.---.-| 501 269 | 156 | 50 | 26 46.3 
as nt ie 561 | 323 136 | 80 | 22 | 42. 4 
1951_... ; 583 317 173 | 64 29 45.6 
eel 599 | 399 | 171 | 61 28 43.4 
a ae 745 | 410 | 204 | 85 46 | 45.0 
a 727 | 25 | 207 | 57 | 38 41.5 
ee oa 668 | 360 | 216 | 60 32 46.1 
St 700 | 373 251 | 54 22 | 46.7 
| ' | | 
Population of juvenile institutions as of Nov. 1, 1956 
Natasa! Training Bcekhool, Washington, D. C..sccc.u onc wcncee 411 
Natural Bridge Camp, Natural Bridge, Va___.--..--.--.------.--_---- 58 
Federal Correctional Institution, Englewood, Colo_...-__._____________ 408 
i i a a eo 877 


Parole releases of FJDA cases and number of parole violation warrants issued 
during years 1949-56 





| Warrants issued 
Releases fs aes aay 
Number Percent 
' 
ier si se a ‘ - 429 297 69. 2 
1950_.. 3 aes 339 232 64.4 
iatedheess 339 | 185 47.6 
Se ine . 363 | 178 49.0 
409 194 | 47.4 
} 482 | 214 | 44.4 
| 5OS | 208 | 40.9 
1956... | 430 | 199 46.3 
Total. 3, 349 | 1, 707 50. 97 
! 
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Number of juvenile cases disposed of during fiscal years 1949 through 1956 whose 
offenses involved violations of marihuana and narcotic drug laws 








Marihuana Narcotic Total 
drugs 
IOOD 4, 2a di ddeivobh bobs pbinise spunldévh6es 445>epcnben durée onpctes 41 10 51 
SII «iis evuiet Intenins Ine win theinaiastindiehiadidliein memento eae 43 10 53 
PERL sd. scvnd wddnd dU bbbbeeboulsddalaeembaanieee hhh abhbiatne 39 19 58 
ED nigusipainaen mannan matsdieninaiann ath iaiamaaiiemminymdaiet 31 22 53 
Ds cesnczspenecdvepidinaiinile cen ahs alialins ats able ek sels dain 31 22 53 
Nb 66d 5 <Sadkn ddd béb ila bide dh sh cb Sb soon cermhed choc cos 29 16 45 
Th .<ttin es tiedionsnsctinatecaeaaucedamiaionaamaaieaenmatene 15 17 32 
FOOD. cddudcitd dobtbuddacdsbdddcd abcbaalcs ddids aie de beutbis dike 24 12 36 


Number of juvenile cases committed to custody during fiscal years 1949 through 
1956 whose offenses involved violations of marihuana and narcotic drug laws 








| Marihuana Narcotic Total 

| drugs 
I i aa I a Ni i a Re arias ee inde 20 5 25 
WOO oo ven nc cade sebondéssdicsedddseis Jabba datuuksenene 15 5 20 
FOE inncicpicnihaieiwdthechbibbthdtbdincdéecediaadad biegaaawd 20 10 30 
Nd: cian ciidiinpdaemdduns hadanbantciidinickia danmes wandaaaaies 18 4 22 
ees) A rise Echt ab 6g a ooo nba cad cekeeetinee 13 13 26 
a ie a ee 14 8 22 
1955 5 3 8 ll 
On seeds ch cep hewncuretawretenanducoatinmendet inaetbieh tenes 7 7 14 


Number of juveniles (under 18) and youths (18 to 21) committed to custody 
during fiscal years 1949 through 1956 whose offenses involved violations of 
marihuana and narcotic drug laws 





| Under 18 | 18 to 21 | Total 
i lian classe nrh eae ead ia ieee aaa | 25 185 210 
DOD a b4 oud dv cbtodecdenbaccbbibl Jiblidicseléweedesb octamer 20 271 291 
a ee See Se ee 30 253 283 
ae op saree woul necro dinen me an ain agonal 22 223 245 
NEE bd ah bili tes ed be DSS b Sb ls RE 6 ote 26 220 246 
TEI <<comrenians sh eheasatiniediladbicn dvix inte dhs shandainaui ceo wits agian eateeies aaa elem 21 174 195 
FOOR . Sdbdniiabwdbwddes dias ct thabdsichedduhsncsdaadednducdbad ll 153 194 
ITLL. Sasori sen assenesniiatinenentanieeananin ties angie licaieeilesidideaniiialaneteaeeieluaied 14 121 135 


INTERSTATE CoMPACT ON JUVENILES 


For a number of years there has been widespread interest in the 
development of an interstate agreement designed to cover multistate 
problems affecting juveniles. Administrators of the interstate com- 
pact for the supervision of parolees and probationers had long been 
convinced of the need for an interstate agreement for juveniles which 
would permit out-of-State supervision similar to that in existence 
under the adult compact which they were operating. Others recog- 
nized the need for procedures which would permit the return of non- 
delinquent juveniles who ran away from their State of residence. Con- 
siderable discussion had taken place in some areas of the country look- 
ing to formal agreements under which special types of juveniles could 
be institutionalized in regional institutions serving a group of States. 
All of this led to the preliminary drafting of an interstate compact 
of juveniles early in 1954 by the Council of State Governments. 

The early drafts of the interstate compact on juveniles were cir- 
culated widely among such groups as the American Public Welfare 
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Association, the National Probation and Parole Association, the Na- 
tional Association of Attorneys General, the Parole and Probation 
Compact Administrators Association, the National Council of Juvenile 
Court Judges, and this subcommittee. All of these groups, together 
with representatives of interstate cooperation commissions and other 
State officials, met at a special interstate conference held in New York 
City on January 20-21, 1955, and took final action approving the inter- 
state compact on juveniles. 

Briefly, the major purposes of the compact may be stated as follows: 

(1) To permit out-of-State supervision of a delinquent juvenile who 
should be sent to some State other than where he got in trouble, and 
who is eligible for probation or parole. 

(2) To provide for the return to their home State of runaways who 
have not as yet been adjudged delinquent. 

(3) To provide for the return of absconders and escapees to the 
State from which they absconded or escaped. 

(4) To authorize agreements for the cooperative institutionalization 
of special types of juveniles such as psychotics and defective delin- 

uents. 

. The compact consists of 15 articles, 4 of which set forth the detailed 
procedures necessary to carry out the functions listed above. The first 
article of the compact sets forth findings and rs which show the 
legislative intent and broad guiding principles. The second article 
assures that existing rights and remedies (including parental rights 
and responsibilities) will not be affected by the compact. Another 
article on definitions makes clear just what the key phrases of the 
compact mean. There is an article on voluntary return procedures 
which makes it possible to omit many of the formal procedural steps 
if the juvenile is willing to return voluntarily. An article on respon- 
sibility for costs sets forth explicitly that internal financial responsi- 
bilities in the State are not to be altered by the compact, and that it 
shall not affect any right of a governmental agency to receive reim- 
bursement from a responsible person. Detention practices are cov- 
ered in another article. Provision is made for the acceptance of Fed- 
eral and other aid that may be made available for the purposes of the 
compact, and for the appointment of an appropriate official in each 
State who shall act as compact administrator. The remaining arti- 
cles take care of such necessary matters as execution of the compact, 
renunciation in case a State ever wishes to do so, and severability. 


ACTION BY THE STATES 


The compact has now been ratified by 13 States and the Territory 
of Hawaii. The compact has actually been executed and is in legal 
effect as between nine States: California, Maine, Massachusetts, New 
Jersey, New York, Pennsylvania, Tennessee, Utah, and Washington. 

It should be noted that, except in certain specific situations, the 
compact does not have to be consented to by the Congress of the 
United States before it becomes operative. The exceptions to this 
are as follows: Congressional consent is deemed to be necessary before 
a Territory or possession of the United States, the District of Colum- 
bia, or the Commonwealth of Puerto Rico may be declared official 
parties to the compact; the enabling act as passed by the State of 
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Wisconsin does not become effective until enactment by Congress of 

an act or resolution consenting to the States entering into such a 

compact. Congressional consent resolutions were introduced for this 
urpose in the 84th Congress (H. J. Res. 290 and 291, S. J. Res. 44), 
ut they were not acted on by the Congress. 


PROCEDURES UNDER THE COMPACT 


Probation and parole supervision 

Article VII of the interstate compact on juveniles is substantially 
similar to the provisions of the (adult) interstate compact for the 
supervision of parolees and probationers. The major procedures are 
as follows: 

1. The sending State (State which has placed thte juvenile on proba- 
tion or parole) may transfer supervision of a juvenile offender to a 
receiving State, and 

(a) The receiving State must accept such supervision “if the 
parent, guardian, or person entitled to the legal custody” of the 
juvenile is residing or undertakes to reside in the receiving 
State; or 

(6) The receiving State may, in its discretion, accept super- 
vision where the residence qualification is not met. 

2. It is incumbent upon the sending State to provide the receiving 
State with an opportunity for necessary investigations, and also to 
send such background materials as will assist the receiving State in 
supervising. 

3. The receiving State will use the same standards of visitation and 
supervision for compact cases that it would ordinarily use for its own 
juveniles released on probation or parole. 

4. If necessary, and after consultation between the authorities of 
the sending and receiving States, the sending State may retake a 
juvenile and return him without formality other than establishing the 
authority of the officer and the identity of the juvenile. The decision 
to retake is not reviewable in the courts of the receiving State, but if 
there is a charge pending in such State the juvenile may not be 
returned without that State’s permission until such charge is dis- 
posed of. 

5. The costs of transporting a juvenile for supervision, or for his 
return, are the responsiblity of the sending State. 


Return of runaways 

Article IV of the compact covers the matter of returning the non- 
delinquent runaway juvenile to hishome. The step-by-step procedure 
is as follows: 

(1) The “parent, guardian, person, or agency entitled to legal 
custody” of the juvenile who has run away without consent petitions 
the court at home which has juvenile jurisdiction for the issuance of a 
requisition for the child’s return. 

19) The judge of the home court, on the basis of information pre- 
sented to him, may then issue a written requisition for return. If 
the judge knows precisely where the juvenile has run to, he forwards 
the requisition to the appropriate court in the asylum State, if not, 
he forwards it to the executive authority of oak State (assuming 
that this much information is available). One copy of the requisition 





;o 
: ” 
t 


ie 


—— <a eS SS 
SaerrrtstM ae 


7 = 


+. om 


CEBltre eecr ste 





?? 





76 JUVENILE DELINQUENCY 


is to be filed with the compact administrator of the demanding State. 
Under certain circumstances the home court may issue the requisition 
on its own motion. 

(3) Upon receipt of the requisition in the asylum State, the court 
or the executive authority (as the case may be) shall issue an order 
to take the juvenile into custody. 

(4) Upon being taken into custody, the juvenile shall be taken 
forthwith before a court with juvenile jurisdiction, and the judge 
shall inform him of the demand made for his return. The judge 
may appoint counsel or guardian ad litem for him. Upon finding 
that the requisition for return is in order, the judge shall then deliver 
the juvenile to the officer designated by the demanding State court. 

The above procedure applies when the impetus for return starts in 
the home State. If, as may frequently be the case, a runaway has 
been found but no action has been initiated at home for his return 
the asylum State may— 

(1) Take the child into custody without a requisition and bring 
him before a court with juvenile jurisdiction. 

(2) Such court may appoint counsel or guardian sd litem for the 
child and for the child’s own protection and welfare hold him for not 
to exceed 90 days in order that a requisition for his return may be 
procured. 

In the ordinary course of events, it is presumed that when the 
child has been found and detained in the asylum State the parents at 
home will initiate the petition for the child’s return. If the parents 
show no such interest in seeking the return of the child, it would then 
be in order for the appropriate court at home (and irterested public 
officials) to undertake a proceeding which would place custody of the 
child in someone else’s hands. 


Voluntary returns 


Article VI of the compact makes it possible to return the juvenile 
to the home State without issuance of a requisition, if the child (and 
his counsel or guardian ad litem, if any) gives his written consent to 
return. In such case, the child may be turned over forthwith to an 
officer of the home State to be returned. Moreover, and this is even 
simpler, upon the request of the compact administrator in the home 
State the juvenile may be ordered to return unaccompanied to the 
home State. It should also be noted that article II preserves all exist- 
ing rights, remedies, and procedures. In other words, parents may 
still go to pick up their child in another State, existing informal 
return methods may still be exercised at the discretion of courts and 
other officials, traveler’s aid may continue to be utilized, etc., outside 
the framework of the compact. The compact is merely available as 
an alternative, legally sound, method of effecting returns which might 
otherwise be subject to attack. 


Responsibility for costs 

Article IV itself says that “the State to which a juvenile is returned 
under this article shall be responsible for payment of the transporta- 
tion costs of such return.” This also should be read in conjunction 
with the language of article VIII. The following comments may be 
pertinent : 
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(1) Use of the words “State to which a juvenile is returned” 
merely means that the home State has ultimate responsibility for the 
payment of such transportation costs. The initial responsibility first 
rests with the parent or guardian of the child. The next responsi- 
bility may rest with the city or county where the child resides, and 
may inaated either courts or welfare agencies, or both. 

(2) The intent of the drafters was to make no change in the exist- 
ing pattern of public governmental responsibilities. The fact that 
a State has entered into the compact does not imply in any way that 
thereupon the State government has relieved localities of existing 
responsibilities, or that the office of the compact administrator has 
taken over responsibilities hitherto borne by other State agencies. 
See article VIII (a). 

(8) The compact does not contemplate that parents are to be re- 
lieved of financial responsibility for returning a runaway child. See 
article VIII (0). 

(4) It should also be noted that there is nothing in the compact 
which precludes special financial arrangements which might be to 
the mutual advantage of party States. For example, two States may 
decide that in the interest of administrative simplicity they will make 
financial arrangements which do not adhere specifically to the lan- 
guage of article IV (6). This is quite feasible so long as it is agree- 
able to both party States. 

Return of escapees and absconders 

Article V.—The procedural steps described above, dealing with the 
return of nondelinquent runaways, are just about the same when it 
comes to effecting the return of an escapee from an institution or of an 
absconder from parole or probation. The principal difference lies in 
the fact that the requisition in the demanding State may be issued 
directly by the authority from which the delinquent juvenile has 
escaped or absconded. The petition is thus dispensed with in such 
cases, and (unless a probation violation is involved) there is no need 
for a court in the home State to enter into the return procedure. How- 
ever, the court with juvenile jurisdiction in the asylum State still per- 
forms exactly the same function as described previously. The refer- 
ences to voluntary returns and responsibility for costs remain generally 
applicable. 

INTERSTATE COMPACT ON JUVENILES 


The contracting States solemnly agree: 


ARTICLE I. FINDINGS AND PURPOSES 


That juveniles who are not under proper supervision and 
control, or who have absconded, aelnak or run away, are 
likely to endanger their own health, morals, and welfare, and 
the health, morals, and welfare of others. The cooperation 
of the States party to this compact is therefore necessary to 
provide for the welfare and protection of juveniles and of the 
public with respect to (1) cooperative supervision of delin- 
quent juveniles on probation or parole; (2) the return, 
from one State to another, of delinquent juveniles who have 
escaped or absconded; (3) the return, from one State to 
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another, of nondelinquent juveniles who have run away 
from home; and (4) additional measures for the protec- 
tion of juveniles and of the public, which any two or 
more of the party States may find desirable to undertake 
cooperatively. In carrying out the provisions of this compact 
the party States shall be guided by the noncriminal, reforma- 
tive, and protective policies which guide their laws concern- 
ing delinquent, neglected, or dependent juveniles generally. 
It shall be the policy of the States party to this compact to 
cooperate and observe their respective responsibilities for the 
prompt return and acceptance of juveniles and delinquent 
Juveniles who become subject to the provisions of this com- 
oe The provisions of this compact shall be reasonably and 
iberally construed to accomplish the foregoing purposes. 


ARTICLE Il. EXISTING RIGHTS AND REMEDIES 


That all remedies and procedures provided by this compact 
shall be in addition to and not in substitution for other rights, 
remedies, and procedures, and shall not be in derogation of 
parental rights and responsibilities. 


ARTICLE III. DEFINITIONS 


That, for the purposes of this compact, “delinquent juve- 
nile” means any juvenile who has been adjudged delinquent 
and who, at the time the provisions of this compact are in- 
voked, is still subject to the jurisdiction of the court that has 
made such adjudication or to the jurisdiction or supervision 
of an agency or institution pursuant to an order of such court ; 
“probation or parole” means any kind of conditional release 
of juveniles authorized under the laws of the States party 
hereto; “court” means any court having jurisdiction over de- 
lyinquent, neglected, or dependent children; “State” means 
any State, Territory, or possession of the United States, the 
District of Columbia, and the Commonwealth of Puerto Rico; 
and “residence” or any variant thereof means a place at which 
a home or regular place of abode is maintained. 


ARTICLEIV. RETURN OF RUNAWAYS 


(a) That the parent, guardian, person, or agency entitled 
to legal custody of a juvenile who has not been adjudged de- 
linquent but who has run away without the consent of such 
parent, guardian, person, or agency may petition the appro- 
priate court in the demanding State for the issuance of a 
requisition for his return. The petition shall state the name 
and age of the juvenile, the name of the petitioner and the 
basis of entitlement to the juvenile’s custody, the circum- 
stances of his running away, his location if known at the time 
application is made, and such other facts as may tend to show 
that the juvenile who has run away is endangering his own 
welfare or the welfare of others and is not an emancipated 
minor. The petition shall be verified by affidavit, shall be 
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executed in duplicate, and shall be accompanied by two certi- 
fied copies of the document or documents on which the peti- 
tioner’s entitlement to the juvenile’s custody is based, such as 
birth certificates, letters of guardianship, or custody decrees. 
Such further affidavits and other documents as may be deemed 
proper may be submitted with such petition. The judge of 
the court to which this application is made may hold a hear- 
ing thereon to determine whether for the purposes of this 
compact the petitioner is entitled to the legal custody of the 
juvenile, whether or not it appears that the juvenile has in 
fact run away without consent, whether or not he is an eman- 
cipated minor, and whether or not it is in the best interest of 
the juvenile to compel his return to the State. If the judge 
determines, either with or without a hearing, that the juve- 
nile should be returned, he shall present to the appropriate 
court or to the executive authority of the State where the 
juvenile is alleged to be located a written requisition for the 
return of such juvenile. Such requisition shall set forth the 
name and age of the juveline, the determination of the court 
that the juvenile has run away without the consent of a par- 
ent, guardian, person, or agency entitled to his legal custody, 
and that it is in the best interest and for the protection of 
such juvenile that he be returned. In the event that a pro- 
ceeding for the adjudication of the juvenile as a delinquent, 
neglected, or dependent juvenile is pending in the court at 
the time when such juvenile runs away, the court may issue 
a requisition for the return of such juvenile upon its own mo- 
tion, regardless of the consent of the parent, guardian, person, 
or agency entitled to legal custody, reciting therein the nature 
and circumstances of the pending proceeding. The requisi- 
tion shall in every case be executed in duplicate and shall be 
signed by the judge. One copy of the requisition shall be 
filed with the compact administrator of the demanding State, 
there to remain on file subject to the provisions of law govern- 
ing records of such court. Upon the receipt of a requisition 
demanding the return of a juvenile who has run away, the 
court or the executive authority to whom the requisition is 
addressed shall issue an order to any peace officer or other ap- 
propriate person directing him to take into custody and de- 
tain such juvenile. Such detention order must substantially 
recite the facts necessary to the validity of its issuance here- 
under. No juvenile detained upon such order shall be deliv- 
ered over to the officer whom the court demanding him shall 
have appointed to receive him, unless he shall first be taken 
forthwith before a judge of a court in the State, who shall in- 
form him of the demand made for his return, and who may 
appoint counsel or guardian ad litem for him. If the judge 
of such court shall find that the requisition is in order, he 
shall deliver such juvenile over to the officer whom the court 
demanding him shall have appointed to receive him. The 
judge, however, may fix a reasonable time to be allowed for 
the purpose of testing the legality of the proceeding. 
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Upon reasonable information that a person is a juvenile 
who has run away from another State party to this compact 
without the consent of a parent, guardian, person, or agency 
entitled to his legal custody, such juvenile may be taken into 
custody without a requisition and brought forthwith before a 
judge of the appropriate court, who may appoint counsel or 
guardian ad litem for such juvenile, and who shall determine, 
after a hearing, whether sufficient cause exists to hold the 
person, subject to the order of the court, for his own protec- 
tion and welfare, for such a time, not exceeding 90 days, as 
will enable his return to another State party to this compact 
pursuant to a requisition for his return from a court of that 
State. If, at the time when a State seeks the return of a 
juvenile who has run away, there is pending in the State 
wherein he is found any criminal charge or any proceeding 
to have him adjudicated a delinquent juvenile for an act com- 
mitted in such State, or if he is suspected of having com- 
mitted within such State a criminal offense or an act of juve- 
nile delinquency, he shall not be returned without the consent 
of such State until discharged from prosecution or other form 
of proceeding, imprisonment, detention, or supervision for 
such offense or juvenile delinquency. The duly accredited 
officers of any State party to this compact, upon the establish- 
ment of their authority and the identity of the juvenile being 
returned, shall be permitted to transport such juvenile 
through any and all States party to this compact without 
interference. Upon his return to the State from which he 
ran away, the juvenile shall be subject to such further pro- 
ceedings as may be appropriate under the laws of that State. 

(6) That the State to which a juvenile is returned under 
this article shall be responsible for payment of the transpor- 
tation costs of such return. 

(c) That “juvenile” as used in this article means any per- 
son who is a minor under the law of the State of residence of 
the parent, guardian, person, or agency entitled to the legal 
custody of such minor. 


ARTICLE V. RETURN OF ESCAPEES AND ABSCONDERS 


(a) That the appropriate person or authority from whose 
probation or parole supervision a delinquent juvenile has ab- 
sconded or from whose institutional custody he has escaped 
shall present to the appropriate court or to the executive au- 
thority of the State where the delinquent juvenile is alleged to 
be located a written requisition for the return of such delin- 
quent juvenile. Such requisition shall state the name and 
age of the delinquent juvenile, the particulars of his adjudi- 
cation as a delinquent juvenile, the circumstances of the 
breach of the terms of his probation or parole or of his escape 
from an institution or agency vested with his legal custody 
or supervision, and the location of such delinquent juvenile, 
if known, at the time the requisition is made. The requisi- 
tion shall be verified by affidavit, shall be executed in dupli- 
cate, and shall be accompanied by two certified copies of the 
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judgment, formal adjudication, or order of commitment 
which subjects such delinquent juvenile to probation or parole 
or to the legal custody of the institution or agency concerned. 
Such further affidavits and other documents as may be deemed 
proper may be submitted with such requisition. One copy of 
the requisition shall be filed with the compact administrator 
of the demanding State, there to remain on file subject to the 
provisions of law governing records of the appropriate court. 
Upon the receipt of a requisition demanding the return of a 
delinquent juvenile who has absconded or escaped, the court 
or the executive authority to whom the requisition is ad- 
dressed shall issue an order to any peace officer or other appro- 
priate person directing him to take into custody and detain 
such delinquent juvenile. Such detention order must sub- 
stantially recite the facts necessary to the validity of its issu- 
ance hereunder. No delinquent juvenile detained upon such 
order shall be delivered over to the officer whom the appropri- 
ate person or authority demanding him shall have appointed 
to receive him, unless he shall first be taken forthwith before 
a judge of an appropriate court in the State, who shall inform 
him of the demand made for his return, and who may appoint 
counsel or guardian ad litem for him. If the judge of such 
court shall find that the requisition is in order, he shall deliver 
such delinquent juvenile over to the officer whom the appro- 
priate person or authority demanding him shall have ap- 
pointed to receive him. The judge, however, may fix a rea- 
sonable time to be allowed for the purpose of testing the 
legality of the proceeding. 

Upon reasonable information that a person is a delinquent 
juvenile who has absconded while on probation or parole or 
escaped from an institution or agency vested with his legal 
custody or supervision in any State party to this compact, 
such person may be taken into custody in any other State 
party to this compact without a requisition. But in such 
event he must be taken forthwith before a judge of the appro- 
priate court, who may appoint counsel or guardian ad litem 
for such person, and who shall determine, after a hearing, 
whether sufficient cause exists to hold the person subject to 
the order of the court for such a time, not exceeding 90 days, 
as will enable his detention under a detention order issued 
on a requisition pursuant to this article. If at the time when 
a State seeks the return of a delinquent juvenile who has 
either absconded while on probation or parole or escaped 
from an institution or agency vested with his legal custody 
or supervision there is pending in the State wherein he is 
detained any criminal charge or any proceeding to have him 
adjudicated a delinquent juvenile for an act committed in 
such State, or if he is suspected of having committed within 
such State a criminal offense or an act of juvenile delinquency, 
he shall not be returned without the consent of such State 
until discharged from prosecution or other form of proceed- 
ing, imprisonment, detention, or supervision for such offense 
or juvenile delinquency. The duly accredited officers of any 
State party to this compact, upon the establishment of their 
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authority and the identity of the delinquent juvenile being 
returned, shall be permitted to transport such delinquent juve- 
nile through any and all States party to this compact without 
interference. Upon his return to the State from which he 
escaped or absconded, the delinquent juvenile shall be subject 
to such further proceedings as may be appropriate under the 
laws of that State. 

(6) That the State to which a delinquent juvenile is re- 
turned under this article shall be responsible for payment of 
the transportation costs of such return. 


ARTICLE VI. VOLUNTARY-RETURN PROCEDURE 


That any delinquent juvenile who has absconded while on 
probation or parole, or escaped from an institution or agency 
vested with his legal custody or supervision in any State 
party to this compact, and any juvenile who has run away 
from any State party to this compact, who is taken into cus- 
tody without a requisition in another State party to this com- 
pact under the provisions of article IV (a) or of article V (a), 
may consent to his immediate return to the State from which 
he absconded, escaped or ran away. Such consent shall be 
given by the juvenile or delinquent juvenile, and his counsel 
or guardian ad litem if any, by executing or subscribing a 
writing, in the presence of a judge of the appropriate court, 
which states that the juvenile or delinquent juvenile and his 
counsel or guardian ad litem, if any, consent to his return to 
the demanding State. Before such consent shall be executed 
or subscribed, however, the judge, in the presence of counsel 
or guardian at litem, if any, shall inform the juvenile or de- 
linquent juvenile of his rights under this compact. When 
the consent has been duly executed, it shall be forwarded to 
and filed with the compact administrator of the State in which 
the court is located and the judge shall direct the officer having 
the juvenile or delinquent juvenile in custody to deliver him 
to the duly accredited officer or officers of the State demand- 
ing his return, and shall cause to be delivered to such officer 
or officers a copy of the consent. The court may, however, 
upon the request of the State to which the juvenile or delin- 
quent juvenile is being returned, order him to return unac- 
companied to such State and shall provide him with a copy 
of such court order; in such event, a copy of the consent shall 
be forwarded to the compact administrator of the State to 
which said juvenile or delinquent juvenile is ordered to re- 
turn. 


ARTICLE VII. COOPERATIVE SUPERVISION OF PROBATIONERS AND 
PAROLEES 


(a) That the duly constituted judicial and administrative 
authorities of a State party to this compact (herein called 
sending State) may permit any delinquent juvenile within 
such State, placed on probation or parole, to reside in any 
other State party to this compact (herein called receiving 
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State) while on probation or parole, and the receiving State 
shall accept such delinquent juvenile if the parent, guardian, 
or person entitled to the legal custody of such delinquent 
juvenile is residing or undertakes to reside within the receiv- 
ing State. Before granting such permission, opportunity 
shall be given to the receiving State to make such investiga- 
tions as it deems necessary. ‘The authorities of the sending 
State shall send to the authorities of the receiving State copies 
of pertinent court orders, social case studies, and all other 
available information which may be of value to and assist 
the receiving State in supervising a probationer or parolee 
under this compact. A receiving State, in its discretion, 
may agree to accept supervision of a probationer or parolee 
in cases where the parent, guardian, or person entitled to the 
legal custody of the delinquent juvenile is not a resident of 
the receiving State, and if so accepted the sending State may 
transfer supervision accordingly. 

6) That each receiving State will assume the duties of 
visitation and of supervision over any such delinquent juve- 
nile, and in the exercise of those duties will be governed by 
the same standards of visitation and supervision that prevail 
for its own delinquent juveniles released on probation or 
parole. 

(c) That, after consultation between the appropriate au- 
thorities of the sending State and of the receiving State 
as to the desirability and necessity of returning such a delin- 
quent juvenile, the duly accredited officers of a sending State 
may enter a receiving State and there apprehend and retake 
any such delinquent juvenile on probation or parole. For 
that purpose, no formalities will be required, other than 
establishing the authority of the officer and the identity of 
the delinquent juvenile to be retaken and returned. The 
decision of the sending State to retake a delinquent juvenile 
on probation or parole shall be conclusive upon and not re- 
viewable within the receiving State, but if, at the time the 
sending State seeks to retake a delinquent juvenile on proba- 
tion or parole, there is pending against him within the re- 
ceiving State any criminal charge or any proceeding to have 
him adjudicated a delinquent juvenile for any act committed 
in such State, or if he is suspected of having committed within 
such State a criminal offense or an act of juvenile delinquency, 
he shall not be returned without the consent of the receivin 
State until discharged from prosecution or other form o 
proceeding, imprisonment, detention, or supervision for such 
offense or juvenile delinquency. The duly accredited officers 
of the sending State shall be permitted to transport delinquent 
juveniles being so returned through any and all States party 
to this compact, without interference. 

(d) That the sending State shall be responsible under this 
article for paying the costs of transporting any delinquent 
juvenile to the receiving State or of returning any delinquent 
juvenile to the sending State. 
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ARTICLE VIII. RESPONSIBILITY FOR COSTS 


(a) That the provisions of articles IV (6), V (0), and 
VII (d) of this compact shall not be construed to alter or 
affect any internal relationship among the departments, 
agencies, and officers of and in the government of a party 
State, or between a party State and its subdivisions, as to 
the ay tke of costs, or responsibilities therefor. 

That nothing in this compact shall be construed to 
aan any party State or subdivision thereof from asserting 
any right against any person, agency, or other entity in re- 
gard to costs for which such party State or subdivision thereof 
may be responsible pursuant to articles IV (6), V (0), or 
VII (d) of this compact. 


ARTICLE IX. DETENTION PRACTICES 


That, to every extent possible, it shall be the policy of 
States party to this compact that no juvenile or delinquent 
juvenile shall be placed or detained in any prison, jail, or 
lockup nor be detained or transported in association with 
criminal, vicious, or dissolute persons. 


ARTICLE X. SUPPLEMENTARY AGREEMENTS 


That the duly constituted administrative authorities of a 
State party to this compact may enter into supplementary 
agreements with any other State or States party hereto for 
the cooperative care, treatment, and rehabilitation of delin- 
quent juveniles whenever they shall find that such agree- 
ments will improve the facilities or programs available for 
such care, treatment, and rehabilitation. Such care, treat- 
ment, and rehabilitation may be provided in an institution 
located within any State entering into such supplementary 
agreement. Such supplementary agreements shall (1) pro- 
vide the rates to be paid for the care, treatment, and custody 
of such delinquent juveniles, t taking into conrsideration the 
character of facilities, services, and subsistence furnished ; 
(2) provide that the delinquent juvenile shall be given a 
court hearing prior to his being sent to another State for 
care, treatment, and custody; (3) provide that the State 
receiving such a delinquent juvenile in one of its institu- 
tions shall act solely as agent for the State sending such 
delinquent juvenile; (4) provide that the sending State shall 
at all times retain jurisdiction over delinquent juveniles sent 
to an institution in another State; (5) provide for reason- 
able inspection of such institutions by the sending State; 
(6) provide that the consent of the parent, guardian, person, 
or agency entitled to the legal custody of said delinquent 
juvenile shall be secured prior to his being sent to another 
State; and (7) make provision for such other matters and 
details as shall be necessary to protect the rights and equities 
of such delinquent juveniles and of the cooperating States. 
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ARTICLE XI. ACCEPTANCE OF FEDERAL AND OTHER AID 


That any State party to this compact may accept any and 
all donations, gifts, and grants of money, equipment, and 
services from the Federal or any local government, or any 
agency thereof, and from any person, firm, or corporation 
for any of the purposes and functions of this compact, and 
may receive and utilize the same subject to the terms, condi- 
tions, and regulations governing such donations, gifts, and 
grants. 


ARTICLE XII. COMPACT ADMINISTRATORS 


That the governor of each State party to this compact 
shall designate an officer who, acting jointly with like officers 
of other party States, shall pr omulgate rules and regulations 
to carry out more effect ively the terms and provisions of this 
compact. 


ARTICLE XIII, EXECUTION OF COMPACT 


That this compact shall become operative immediately 
upon its execution by any State as between it and any other 
State or States so executing. When executed it shall have 
the full force and effect of law within such State, the form 
of execution to be in accordance with the laws of the execut- 
ing State. 

ARTICLE XIV. RENUNCIATION 


That this compact shall continue in force and remain 
binding upon each executing State until renounced by it. 
Renunciation of this compact shall be by the same authority 
which executed it, by sending 6 months’ notice in writing 
of its intention to withdraw from the compact to the other 
States party hereto. The duties and obligations of a re- 
nouncing State under article VII hereof shall continue as 
to parolees and probationers residing therein at the time 
of withdrawal until retaken or finally discharged. Sup- 
plementary agreements entered into under article X here- 
of shall be subject to renunciation as provided by such sup- 
plementary agreements, and shall not be subject to the 6 
months’ renunciation notice of the present article. 


ARTICLE XV. SEVERABILITY 


That the provisions of the compact shall be severable, 
and if any phrase, clause, sentence, or provision of this com- 
pact is declared to be contrary to the constitution of any 
pare ipating State or of the United States, or the applica- 
vility thereof to any government, agency, person, or cir- 
cumstance is held invalid, the v validity of the remainder 
of this compact and the applicability thereof to any gov- 
ernment, agency, person, or circumstance shall not be af- 
fected thereby. If this compact shall be held contrary to 
the constitution of any State participating therein, the com- 
pact shall remain in full force and effect as to the remain- 
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ing States, and in full force and effect as to the State af- 
fected as to all severable matters. 


EpucaTIONAL TELEVISION 


During the subcommittee’s investigation into television, several 
witnesses were heard from the field of educational television. How- 
ever, as this was not concerned with the specific content of our inquiry, 
i. e., the relation between crime and violence programs and juvenile 
misbehavior, the subcommittee did not include a discussion of this 
particular area in its interim report on the subject. Since it is the 
hope of the members of the subcommittee to make concrete sugges- 
tions for helping the Nation’s youth, the following section is included 
in the hope that the suggestions made to parents and educators will 
help them in developing attitudes in their children that will make 
them well-adjusted citizens. 

The medium of television is available to great numbers of children 
and holds a tremendous fascination for its youthful viewers, who tend 
to take it uncritically and in great quantities. Parents and teachers 
have an obligation to concern themselves with what goes on in tele- 
vision, how it is being used, and how children are reacting to it. 
There is a need to assess this medium in order that children may be 
helped to live with it and use it as a tool and potential influence for 
better living. A proper place for television must be found in the 
scheme of our children’s lives so that it can make a positive contribu- 
tion and not dominate their time and thoughts. 

At the present time there are nearly 500 commercial stations tele- 
casting in the United States—almost 4 times the number of stations 
in all the rest of the world combined—and the Federal Communica- 
tions Commission has laid out a table of TV channel allocations which 
will permit this number to grow to more than 2,000. Out of this total 
of 2,000 plus, the FCC has reserved 258 channels for noncommercial 
educational use by universities, school systems, and nonprofit citizen 
organizations established for this purpose. 

The number of stations broadcasting in the field of educational 
television increased from 8 in 1954 to 18 by the end of 1955. On Jan- 
uary 30, 1956, the 19th educational TV station began operations in 
Denver. The 24th educational TV station will go into operation 
in Philadelphia on December 1, 1956. Organized citizen sup- 
port and planning has sprung up in over 100 communities where 
channels have been allocated. If all of them eventually are activated, 
almost the entire population of the United States and the dependen- 
cies will be within range of a station whose exclusive function is to 
telecast programs of instruction and enlightenment, such as teaching 

rograms for in-school reception ; constructive after-school programs 
in crafts, music, drama, and hobbies for children; formal courses in 
high-school and college subjects for adults; programs dealing with 
civic, national, and international affairs. Hundreds of thousands 
of citizens already have helped raise funds and otherwise support 
educational television in the United States; millions of dollars have 
been invested in the stations now on the air or in the process of build- 
ing; over 40 million people live within range of the stations already 
telecasting. Yet, even in its present period of infancy there are more 
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television transmitters telecasting educational programs in_ the 
United States today than exist for all purposes in any country of the 
world.* bah. 

The invasion of television into the homes and lives of millions of 
American children in a relatively short span of time has caused con- 
siderable concern among many parents and educators. 


PARENTS AND TEACHERS EXPRESS CONCERN OVER TELEVISION VIEWING OF 
CHILDREN 


Of the various questions and worries expressed by parents and 
teachers, it is found that there are three specific criticisms of television 
as it affects children : 


1. Mediocre programs 

The sum and substance of the programs that most children look at, 
day in and day out, is felt to be uninspiring. Programs on scientific 
subjects, music, and art are few and far between. 


2. Too much violence 

Surveys made of television programing indicate that 20 to 25 per- 
cent of the programs presented during the hours children are most 
likely to view them have an underlying theme of crime or violence. 

Working in shifts in front of 7 television sets, a team of research 
workers “monitored” all the TV programs aired by New York City’s 
7 stations in 1 week in January 1951. They were trying to discover 
the answer to a question asked by a group of American educators, the 
Joint Committee on Educational Television: What kind of programs 
were being telecast in the leading TV city ? 

They found that, of the 564 hours a week the TV stations were on 
the air, 277 hours, or about one-half of the time, was spent on drama 
(crime, westerns, romance, and comedy), sports, variety, and vaude- 
ville shows. Not counting news and homemaking programs, only 3 
percent of the time was used for informational programs, and 3 per- 
cent for discussions and religious programs. Commercial advertising 
took up 10 percent of the entire time. 

Children’s programs filled 70 hours (about 12 percent of the 564). 

Almost half of the time set aside for children was given over to 
westerns, thrillers, and animated cartoon films. During the entire 
week only 3 hours could be labeled “for information and instruction.” 
Only one station had entertainment for preschool children, one-half 
hour a day. Yet 4- and 5-year-olds are ardent televiewers. 

In many ways the New York study duplicates the results of TV 
studies made in Los Angeles. There children could see over 90 murders 
on TV in 1 week. Of the 60 shows seen most often by children, only 

3 had been created mainly for them. During another week, nearly 
1,000 crimes could be seen on TV screens, and many of them were 
on children’s programs.** 

Both teachers and parents continue to report behavior, adjustment, 
and health problems associated with TV. Half of the teachers and 

“ William A. Wood, in hearings before the Senate Subcommittee To Investigate Juvenile 
Delinquency, Television Programs, pt. II, Washington, D. C., April 7, 1955, pp. 104-117; 
see also Franklin Dunham, How Can We Make Television a Worldwide Instrument of Com- 
munication? in the Journal of Communication, pp. 47-50 


= Paul Witty and Harry Bricker, Your Child and Radio, TV, Comics, and Movies, Mono- 
graph, Science Research Associates (Chicago, 1952), p. 14. 
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one-third of the parents indicated the presence of such problems in 
1950. In 1953 the percent was 28 reported by the teachers and 30 by 
the parents. The problems centered around such items as increased 
nervousness, impoverishment of play, disinterest in school, and eye 
strain. 

3. No do-it-yourself stimulus 

Better than any other medium, television could encourage young- 
sters to make, build, paint, sew, or do things, but few programs stimu- 
late that sort of behavior. 

The producers and sponsors of programs cannot be blamed for all 
the above-mentioned troubles. They are merchants of entertainment, 
and like all merchants, they are guided by what they think the public 
wants. If they feel that the demand is for gangsters and horror tales 
of the underworld, that is what they will supply. When the demand 
begins to reflect more discriminating taste, the product will get better. 

A television station depends on sponsors; sponsors buy audiences 
to hear about their products; the audience turns the dial to programs 
it prefers. Within the same half hour on a Sunday evening in Los 
Angeles, EECA’s Author Meets Critic network program drew a minor 
rating of 2.7 while on KTLA, a mellow Hiogelong Cassidy film, al- 
ready rerun several times, registered a rating of 50.0—with a maxi- 
mum audience of 1,138,000—about equally divided between men, wom- 
en, and children. Sponsors would not have a difficult choice if com- 
pelled to decide between these two programs for the best one to 
advertise their wares. 

If children were born discriminating individuals, with desirable 
standards literally “built in,” we wouldn’t have to worry about their 
entertainment. They would naturally select good material. Poor 
television programs would have no child audiences. But this, of 
course, is not the case. Acquiring critical judgment is a slow and 
often painful process for everyone. Some people never really suc- 
ceed. Children need all the help parents and teachers can give them 
if they are to develop the kind of critical judgment they need as 
adults. Children develop their critical judgment by building up a 
set of standards and measuring new experiences by them. The aliies 
parents and teachers set upon things are usually the basis of the child’s 
standards. That is why adult guidance is so necessary to the develop- 
ment of the child’s critical judgment. 

The situation is this: The children have not developed critical abil- 
ities, and thus cannot help to change television programs for the better. 
The television industry is guided by audience surveys and the demands 
of economics. Therefore, the two main social institutions left to deal 
with the problem are the family and the educational system. 





PARENTS ROLE IN HELPING EACH CHILD BECOME A DISCRIMINATING VIEWER 


Parents can play an important role in helping each child become a 
discriminating viewer of television programs as well as a discriminat- 
ing participant in the many other activities in which he will engage 
during his life. 

Taste and discrimination are learned. They are always subject to 
further refinement. Their development is a life-long process and an 


Frank Riley and James A. Peterson, The Social Impact of Television, The Survey, 
LXXXVI (November 1950), p. 484. 
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early start is most desirable. Helping children select their television 
programs thoughtfully is one place to begin. 

If a child is to become a discriminating viewer he must have an 
opportunity to make choices, including sufficient freedom to make 
some poor choices. While he is learning he will need careful super- 
vision and guidance. This is the responsibility of the parent. In 
meeting it they may need to restrict their choices to certain programs 
and to certain hours in the day. They may find it necessary to limit 
the time the child spends on television. They can suggest that the 
child include in his viewing schedule some programs which they, the 
parents, have recommended. 

Parents should help the child interpret his television experiences, 
make value judgments about them and talk to him about the programs 
he sees. They should encourage the child to indicate what he likes 
and what he doesn’t like and help him identify the reasons for his 
likes and dislikes. The child should be urged to be critical of what 
he sees and he should be helped to establish standards for judging 
programs. Parents should suggest that he check his choices against 
lists of recommended programs. Increasingly mature program selec- 
tion by the child should be the goal. 


PARENTS’ ATTITUDES TOWARD TELEVISION 


Parents seem to be divided into four different classifications accord- 
ing to their attitudes about television. This is the way Erna Chris- 
tensen, a Hartsdale, N. Y., educator classified them.™ 

Type I: The adamant won’t-have-it-in-the-house type of parents. 
They early perceive the menace that television can be, and they stand 
firm against it. It never crosses their threshold. 

Type IL: The we-know-best parents. They bring the set into their 
home and then proceed to control it with an iron hand. Turn it on 
when father says “Yes”; turn it off when mother says “No.” 

Type III: The enthusiastic type. These parents welcome television 
as the answer to all their child-raising problems. It’s a pacifier. It 
brings peace and quiet and allows the parents free time. Members of 
this group are prone to say, ““We never have to worry where the kids 
are when they’re watching television.” 

Type IV: The let’s-make-the-best-of-it parents. They realize that 
television is here to stay. They recognize it as having a great poten- 
tial for communication, enlightenment and education, and try to use 
it sensibly. 

Unlike the advent of books, radio, and the movies, television view- 
ing seems to grasp the attention of the child with a completeness that 
was not known by the aforementioned media. Dr. Eleanor Maccob 
found in her study of the viewing habits of schoolchildren that the 
majority of parents fall into the type III category, that is, they do 
not seem concerned with their responsibility for developing critical 
attitudes, or the ability to evaluate the fare presented over television, 
on the part of their children.* In fact, they look upon television as 
a handy “nurse” that occupies the time of the children and allows 

*Erna Christensen, Television—Friend or Enemy? in ed. Constance Carr, Children 
and TV—Making the Most of It, 1953-54 Membership Bulletin of the Association for 
Childhood Education International, Bulletin No. 93, Washington, 1954, p 


p. 1-5. 
* Dr. Eleanor BE. Maccoby, Television: Its Impact on Schoolchildren, Public Opinion 
Quarterly, XV (fall, 1951), pp. 434-435. 
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them more free time. This attitude was found to exist in practically 
all but the highly educated family groups. 

Thus we find that children are left for 2 to 3 hours before the 
television screen without parental supervision. Any interpretations 
of what they see is left up to the children. Coupled with this, the 
greater majority of television broadcasters, because of economic neces- 
sity, or simply because they do not know any better, exhibit little 
concern for the program content that goes out over their screens. 

Once again, the educational system encounters the problem of cul- 
tivating critical judgment and appreciation on the part of a large 
segment of the siead population, with full awareness of the effect of 
forces operating outside the school. 


EFFECT OF TELEVISION ON READING AND READING ABILITY 


Reading instruction has been complicated by the fact that viewing 
television has become, for many children, a substitute for leisure 
reading. With a minimum of effort, they see stories of adventure, 
form associations with groups of characters, and enjoy other exciting 
experiences. In many programs, the story is presented rapidly, and 
audiovisual presentations replace descriptive paragraphs. What 
effects television will have on how children are taught to read, is an 
open question. It is becoming more apparent, however, that the 
teacher who wishes to interest pupils in reading as a pleasurable and 
profitable experience, must take into account the fact that pupils 
can obtain excitement and adventure almost without effort through 
watching television. 

Reading is not only an important means of communication, but a 
complex one, too. For the young child, a page of English is a strange 
mysterious mass of black marks on white paper. He must learn to 
decode or “translate” it, to get meaning from it. He must learn that 
marks like chair, mother, bravery, sweet, O. K., are really symbols 
for things and ideas. He must learn the meaning of ; : ? ! 1951 
$18.75 ¢ 0 5 14 and other special symbols and abbreviations. He must 
learn to read charts, diagrams, maps, footnotes. He must learn to 
interpret, to judge, to be critical of what he reads. He must learn to 
read rapidly sometimes, slowly at other times.** 

Sight and sound materials can do many things that print cannot. 
But still they aren’t substitutes for printed materials; for reading has 
special advantages of itsown. To name a few: When you read, you 
can set your own pace. You can read slowly or rapidly; you can look 
back, reread, pause to think about what’s gone before, stop to do some- 
thing else, and start again when you’re ready. On the other hand, 
television presents facts, it uses words, it pictures situations, but it 
moves fast. A child may grasp the general sense of what is going on 
but have many blurs underneath. ’ 

Another point in favor of reading is that you can choose reading 
materials to fit your own tastes and needs. Reading, more than any 
other means of communication, is adaptable to the individual. 

Play is believed to have important functions for the growing child: 
Through play, he practices many sensory discriminations, and ele- 


% Paul Witty, Helping Children Read Better, Monograph, Science Research Assoctates 
(Chicago, 1950), p. 7. 
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ments of motor skills, verbal skills, and social skills which form a 
foundation for his repertoire of behavior in later life. A reduction in 
the amount of time a child spends practicing certain skills will inter- 
fere with their acquisition. As Dr. Maccoby points out, television cuts 
down on the amount of interactive social contact a child has, which 
ma produce social deficits.*7 This could, theoretically, result in the 
child s focusing the little time he spends reading on materials, similar 
to those he views on television. is, however, is a research problem 
still to be answered. 

In Dr. Maccoby’s study of television-owning families, she found 
that reading activities of grade-school children are —s reduced. 
While television viewing does not appear to have reduced the time 
spent on schoolwork, it has cut the time previously spent on pleasure 
reading, an average of 3 hours per week.*® 

Both parents and teachers indicate that many children read less 
than they did before the advent of television. Decrease in amount 
of reading, however, was not always regarded as a problem by them. 
In 1953, 38 percent of the parents and 34 percent of the teachers said 
that children in the elementary school read less than before television. 
A higher percentage (39) of the pupils indicated they, too, felt that 
the amount of their reading had decreased ; 46 percent indicated that 
they read about the same and 15 percent stated that they read more.*® 

The fact that one-third or more of the pupils probably read less 
now, is considered a serious problem by some parents and teachers. 
Both teachers and parents would like to see the addition of educational 
programs that would stimulate children to read, and that it would be 
desirable to arrange schedules so that more superior programs for 
children were offered during the early evening hours. There is a 
strong feeling that better planning of such presentations would be 
beneficial. 

Many parents and teachers complain that television discourages 
good reading. They say that children take the “easy way,” and turn 
away from good books. But there are also cases where children have 
turned to books to follow up something they saw in a movie or TV 
program, heard on the radio, or discovered in a comic book. 

When teachers’ reactions to television are considered, it is found 
that they have mixed feelings. Some still regard television as a 
threat to their effectiveness as teachers. They feel that they cannot 
compete with the excitement, drama, and stimulation of the television 
screen. They think children find school dull by comparison and 
some blame nervousness, listlessness, and lack of interest in school- 
work on television. Other teachers are recognizing that television has 
come to be a vital part in a child’s life today. They know they must 
become familiar with the programs children are watching, if they 
are to understand the child’s world and the contribution television is 
making to it. They are finding it possible to build constructively on 
children’s opal television experiences. Surveys show that an 
increasing number of teachers are alert to how these experiences can 
be employed profitably as a basis for developing sound practices and 
creative ideas. 


* Ibid., p. 439. 
* Tbid. 
* Tbid., p. 443. 





Be io 


92 JUVENILE DELINQUENCY 


THE TEACHER’S ROLE IN THE DEVELOPMENT OF CRITICAL ABILITIES 


There is the need for the development and refinement of habits of 
interpretation, critical evaluation, and the application of the facts 
apprehended by children. There is the necessity for starting the 
reading process with materials that are close to the child’s own expe- 
rience, and continuing with instruction in subject matter that fulfills 
his changing need for reading. The selection of materials of instruc- 
tion should also be governed by the characteristics of each group and 
the ends to be attained through reading. 

In order to compete with the lure of television, the schoolteacher 
is pressed to offer something that will meet the apparent increased 
expectation level that seems to develop in children as a result of tele- 
vision viewing. Increased emphasis on developing reading experi- 
ences which satisfy the needs of individual children, i. e., the ability 
to evaluate social problems and his own relationship to them, the 
ability to develop personal insight, provide the schoolteacher with a 
sound basis for combating the threat of loss of pupil interest to out- 
side influences. 
~ The dynamics of personal reasons further complicates the problem 
of reading and its value to the reader. A study of 100 Chicago school- 
children underlines this complexity: emotional antagonism toward 
: teachers, for example, may be an expression of parent resentment and 
may take 2 entirely different directions in aflecting the pattern of 
student reading. One leads to more reading because the individual 
seeks to escape his maladjustment by losing himself in the fantasy 
life of the book; the other leads away from reading altogether because 
books are identified in the child’s mind with the hated authority. To 
uncover such subtle motivations requires intensive and expert case 
study; it cannot be done by asking the respondents what books they 
have read lately and why. 

The teacher should not only provide reading materials which will 
fill the pupil’s needs, but should develop within the child the ability 
to evaluate himself and society objectively, and not merely select 
materials which will coincide with preconceived attitudes. In stu- 
dents’ statements, one finds generalizations based on 1 or 2 cases, care- 
less use of words, and unfounded rumors presented as fact. The 
lack of concern of television broadcasters for their product results in 
presentations that are distortions of reality. The teacher is in a posi- 
tion to develop a critical attitude toward presentations in this medium. 
The rapoaeiliey of the teacher is to correlate the different media 
so that students will develop their ability to select and interpret tele- 
vision with discernment, as well as learn to read critically. This 
approach will enable one to employ information obtained through one 
medium to reinforce and validate facts obtained through another 
source. 
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THE USE OF EDUCATIONAL (IN-SCHOOL) TELEVISION IN TEACHING 


The question arises, “Can television aid teaching?” 

Participants in the Educational Television programs Institute 
believe that there is convincing evidence from numerous experiments 
that television can be utilized successfully as a teaching medium. 
Whether it be the experience with the telecourses at Western Reserve 
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U niversity, or the experiments at Syracuse University, or at the Spe- 
cial Devices Center of the United States Navy, at Port Washington, 
Long a and, all agree that television is an effective educational med- 
ium. Evidence indicates that.television is as effective as traditional 
classroom teaching in the amount learned and retained. In fact, at 
the Navy’s Special Devices ( ‘enter, there was some indication that the 
viewers learned more and retained more through television than in the 
regular classes. The newness and fascination of the medium, and 
more competent or better organized presentation, may have accounted 
for this seeming superior ity in ear al learning. 

Television also can make available on the video sc reen, scientific 
demonstrations that would normally be available for close study to 
only a very small group of viewers. This fact is being used to ad- 
vantage aready in the teaching of medicine by closed circuit tele- 
vision, and the possibility of using the idea in many types of educa- 
tional effort is being explored.*° 

Educational television, in the classroom, can give an unhindered 
view of the world with accurate and unbiased information, uncensored, 
and uncolored by any special propaganda, and unhampered by special 
group interests. 
~ The New Jersey State Teachers College at Montclair produced 
eight programs of lesson material planned by public-school teachers 
for their own ¢ I isses. These eight lessons were transmitted over ultra 
high frequency chann nel 54, to specially prepared television receivers 
in 13 public schools. ‘They were used as a part of the regular school- 
work for the day, by the c lasses for which they were designed. Plan- 
ned units of education by television were carried on in these schools 
from 8:50 in the morning until 3:20 in the afternoon of April 30 
1955. 41 

The following 10 conclusions were reached regarding classroom tele- 
vision based on the above study: 


Television can make a valuable contribution to classroom 
teaching, supplementing the work of the teacher. 

The television program is most effective when it brings to 
the classrooni experiences, materials, or demonstrations that 


are not readily available to the classroom teacher. 

. The teacher, demonstrator, come or other resource person 
who appears on the screen must possess enthusiasm, a knowledge 
of the prine iples of teaching, and special qualities of voice and 
poy ik if the lesson is to succeed. 

t. Technical 1H lity is not as important in educational television 
as in commercial television. If the content is absorbing, students 
are quiet, they pay attention, they learn. 

5. A television center and community schools can cooperate 
effectively to produce good educational results. Teachers should 
be the planners and elements representing many sides of the 
rs can work with them in programing education. 

Programs should be limited—should not include too much 
uaa ial. The purpose is not to overwhelm the students, as with 


Television in Education, a Summary Report, preprinted from the complete proceedings 
of the Educational Television Programs Institute held at Pennsylvania State College, Amer- 
ican Council on Education (Washington, D. C.), 1952, pp. 8—9. 


_ The Governor’s Conference on Educ: ational Television, Proceedings of, Sacramento, 
Calif., December 15-16, 1952, California State Printing Office (1952), pp. 177-179. 
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a dramatic spectacle, but to teach something distinctive enough 
to be remembered. 

7. Some preparation before classroom reception is always 
desirable. Those lessons are received best which do not interrupt 
the continuity of school, but which augment and supplement what 
is being taught. 

8. Television has great value in vitalizing subject matter, in 
stimulating student interest and activity, and in broadening stu- 
dents’ backgrounds. 

9. The 20-30 minute program fits into most school schedules 
and leaves proper discussion time before the end of the period. 
It is by means of the discussion that the educational values are 
activated. 

10. Production of effective educational programs is practica- 
ble by workshop groups made up of college students. They can 
take part in planning and programing : they c an write the scripts; 
and they can put the educational units on the screen. 

The classroom function has, as one of its most difficult problems, 
the meeting of individual differences among pupils. Differences 
among school children relative to general intelligence, previous ex- 
perience, study habits, interests, and other traits furnish the setting of 
a complex educational problem. Efforts are being made to individual- 
ize instruction through the development of instructional techniques 
which will further increase the role of the teacher. Television, a flexi- 
ble and multisensory medium of communication, will gain value in 
the public school as it fits into the trend of increasingly individualized 
instruction. 

Discussions will help reveal impressions, interests, and make known 
thought. Discussions may lead to research, dictionary or encyclope- 
dia use, dramatizations, a field trip or to the making of scrapbooks 
collections and exhibits. 

Interest in an evaluation study can be developed through such pur- 
poseful class activities as presenting a make-believe telecast, develop- 
ing a TV program schedule and assigning viewing. Assigned TV 
viewing must come at a fitting hour and must have real worth, but 
foremost, the child must have the desire to view it. 

TV reports, like book reports, can then be forthcoming. Through 
making known one’s point of view and reaching conclusions within 
the group, the students’ tastes can be enriched. A great deal of practice 
is needed in order to establish keen interest and experience in per- 
ception. Programs that are class appraised as good programs can be 
encouraged in a positive manner. 

Teachers in many schools, both elementary and secondary, are 
conducting surveys, the purpose being to understand their pupils 
better, and to see how children’s out-of-school experience can be 
tied in with schoolwork. Some teachers are also using these interest 
surveys or inventories as a basis for helping pupils develop taste and 
appreciation. Many schools are even including a course, or at least 
a unit of work, on appreciation of forms of entertainment under 
discussion.” 

Although no evidence is available which will attest to the efficacy 
of television used to systematically aid in reading ability, the follow- 


#2 Witty & Bricker, op. cit., p. 30. 
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ing program description was found in a catalog of WOI-TV, pub- 
lished by the Iowa Joint Committee on Educational Television : 


WEDNESDAY 


Primary Hour—This is a program series teeming with 
suggeo... activities for both group and individual participa- 
tion. It will include new ideas for students and teachers in 
the areas of reading readiness, language arts, communication 
skills, and numbers. 


Schoolteachers from approximately 280 schools within the WOI-TV 
viewing area caiened the above type of program as aids in their 
classroom. 

The use of television in the classroom as an integral part of the 
curriculum has already been mentioned. The participants in the 
Education Television Programs Institute believed that through educa- 
tional television there is a great opportunity in providing new kinds 
of services as well as more effective services within the schools and 
colleges and other educational agencies. It was indicated that the 
outstanding teacher in one school could provide inspiration to the 
students in many schools. The distinguished visitor could have an 
opportunity to talk to all the students in the educational system. 
Scientific experiments and demonstrations in one large, well-equipped 
laboratory could be presented to the students in schools lacking such 
laboratory facilities. Kinescopes of outstanding educational telecasts 
and films could be televised under certain circumstances to reach all 
students more conveniently and cheaply than if shown separately in 
individual schools. There are problems of scheduling and timing in 
connection with the use of television in the schools and colleges, 
and it is to be expected that in-school utilization will be adopted 
somewhat more slowly than in other areas where television has 
important uses.‘ 

ecording to surveys made by WQED in Pittsburgh, educational 
television appears to aot an ability to garner a large percentage of 
the child viewing audience even when in competition with commercial 
stations after school hours. A survey made by the University of 
Pittsburgh indicated that nearly 50 percent of the set owners turn 
sometime to WQED. The bulk of these view an hour or so per day. 
The high-school programs, English, history, physics, get 8 percent of 
the audience; the serious music programs, 6 percent. 

Learning is dispensed throughout this children’s hour of program- 
ing, even though it is not for learning that they tune it in. They learn 
numbers, how to tell time, some words and phrases in French, simple 
nursery songs, creativeness through art contests, poetry, zoology with 
live creatures, home hobbies and crafts, children’s stories, instruments 
of the orchestra, and even a little juggling and prestidigitation. 

This program, called The Children’s Corner, has not missed a day 
since WQED began broadcasting 1 year ago. It is a continuing expe- 
rience for children featuring a sprightly young lady named Josie Carey 
in the center of a highly varied land of fantasy and fact—adroitly 
presented instruction and fun; song and story. Its audience ranges in 
age from 2 to 12 years. It counts an extraordinary number of adult 


8 American Council on Education, op. cit., pp. 9-10. 
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viewers and its rating in the Pittsburgh area is 30 percent of the 
available television audience.“ _y 

We have been reminded again and again of the evils of television. 
It must be realized, however, that at its best it can provide for a va- 
riety of rewarding experiences. There is a wide enough range in the 
programs today to provide children with at least some intellectual 
stimulation and a broader understanding of the world they live in. 
There are programs that provide good relaxing enjoyment and some 
that paoviie excitement without terror. There is reassuring evidence 
that television has many positive values. With some effort on the 
part of teachers to utilize more fully what they already know about 
children and to explore more widely the potentialities of this medium, 
television need no longer be a threat but a challenge. 


DIFFICULTIES PRESENT IN OPERATING EDUCATIONAL TELEVISION 


The plight of the people promoting educational television was suc- 
cintly pointed out by Mr. William A. Wood when he said, “WQED is 
just 1 year old as a television broadcaster. We are poverty 
stricken. * * *” Mr. Wood indicated that what support he has had 
for his station has been derived from three sources: One through foun- 
dations which have helped by giving grants; one through schools 
which vote funds to the station for the school programs; and one 
through the community at large, where families in the community 
contribute $2 or more per year toward operating costs.* 

The Washington State-Wide Committee on Educational Television 
made a survey of existing educational TV stations in order to deter- 
mine the means by which these stations operated. The committee 
found several different practices throughout those parts of the country 
already involved in educational television, with respect to ways of 
obtaining the needed funds for construction and operation, as follows: 

1. Appropriations from city or State legislative bodies: Two 
States, Oklahoma and Alabama, have appropriated moneys 
through their legislature for the operation of statewide educa- 
tional television systems. 

2. Public subscriptions: A case in point is found in Seattle and 
King County (Wash.) where parent-teacher groups and school 
children in the area were responsible for producing $26,500 to- 

rard construction of KCTS-TV. In addition the general public 
subscribed approximately $6,100 for this station. 

3. Contributions from business, industry and professional men: 
Contributions from this source in the Seattle area amounted to 
$7,700. In addition, in Seattle and elsewhere in the country, sub- 
stantial gifts of valuable television equipment have come from 
some commercial television stations. 

4. Contributions from organizations: Organizations, including 
unions, donated $2,200 toward construction of KCTS. 

5. Gifts from foundations, trusts, charitable persons, ete.‘ The 
Fund for Adult Education of the Ford Foundation has made it 
possible for many cities in the country, including Seattle, to build 
educational television stations. This has been done through 


“William A. Wood, in Hearings Before the U. S. Sen ite, Televisio *rogri 
Washington, D. C., April 1955. P. 108. ore 2 nate, Television Programs, pt. II, 
# Thid. 
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matching funds, 50 cents from FAE for every dollar locally 
raised, ; ates 

6. Cooperative efforts of school districts and educational insti- 
tutions. 

Funds for operation of educational stations throughout the country 
come from various sources. In Pittsburgh, subscriptions provide an 
important source. San Francisco is working along similar lines. In 
Houston, funds are pr ovided by the University of Houston from vari- 
ous sources, including student registrations. In Seattle, the cost of 
operating KCTS (TV) is being shared by the agencies participating, 
the Seattle sc Goat system, the King Country schools, Seattle Public 
Library, Seattle Univ ersity » pet ttle Pacific C ollege and the University 
of Washington.” 


ROLE OF THE EDUCATIONAL SYSTEM IN OUT-OF-SCHOOL VIEWING 


Children bring their out-of-school viewing experiences back to 
the group. Here the teacher needs to know what they are seeing 
and also how to help them make use of what they have seen. The 
teacher can act as a guide to help each child develop discrimination 
so that the time spent before the television set is well used. Many 
teachers condemn existing presentations without having seen them. 
They should acquaint themselves with the offerings of television before 
they can come to reasonable conclusions. 

In developing critical abilities, one cannot merely set up standards 
and then expect an immediate acceptance by the child. Even if 
current programs did happen to meet such standards, which they do 
not as shown in the various surveys made on the subject, a child will 
normally revert back to his usual habits unless and until his capacities 
for finding out for himself are developed so that he may work out 
more intelligent program choices. One must work slowly, giving help 
where req juired, before a child reaches the point of making noticeably 
selective distinctions in his actual viewing. 

The able teacher will not attempt to pass along his own decisions 
concerning the varied television fare in the area. Rather, he will 
arouse the student’s interest in jinding a basis for evaluation. Evalua- 
tion is not an inborn trait, it must be acquired. By reviewing or 
reporting on the material or on the presentation (getting different 
points of view, comparing, and so forth), discussing and learning to 
judge through listening and watching, standards are built. When 
schooldays are over, television viewing will continue. So, if a child 
gains a sense of discriminating values, it will be of continued worth 
to him. 


CONCLUSIONS 


Parents can make a positive contribution to the problem of tele- 
vision viewing on the part of their children with regard to reading 
and developing critical abilities. Often, parents do not appreciate 
sufficiently how much their own behavior and attitudes affect their 
children. If they themselves read little, rarely share books with their 
children, and seldom turn to books for information and enjoyment, it 


46 Report of the Washington Statewide Committee on Educational Television, 1954, p. 25. 
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is not surprising that their children are not interested in reading as a 
way of spending their leisure time. On the other hand, if children see 
their parents finding real pleasure in reading, they, too, may turn 
to books. 

The same principle applies many times to television. If parents 
discuss, compare, and evaluate various programs in the family circle, 
their children are likely to choose programs with discrimination. If 
the whole family together plans a schedule for televiewing, the results 
may help everyone. And if, in addition, parents make an effort to 
suggest books about topics presented on favorite programs, the chil- 
dren may read more, instead of less. 

Skill in reading is still another consideration. Many children turn 
to television because in these activities they are not penalized by poor 
reading ability. Such youngsters should be helped to read more 
effectively. Here, Witty feels, parents can do a great deal, although 
some of them may also lack the skill to read fluently and enjoyably. 
There is hope for them as well as for their children. Reading ability 
can be improved, as Witty and his associates discovered at the North- 
western University psychoeducational clinic. His experience shows 
that both adults and children can become better readers and thereby 
acquire a deeper interest in books.‘ 

iven good viewing habits and decent programs, television can be 
a wholesome influence on children. From book publishers and li- 
brarians have come encouraging reports that television properly used 
an stimulate children’s reading. The dean of a Detroit music con- 
servatory reported that television has boomed demand for private 
music lessons in the home. 


Role of the educational system 

If recent studies are any indication of the attitude of the majority 
of parents on television viewing by their children, the major responsi- 
bility seems to have fallen in the lap of the educational system, i. e., 
the individual teacher must perform the function of developing criti- 
cal abilities on the part of schoolchildren. 

The need for using the communicative advantages of television in the 
field of education appears to take these main channels: 

1. In-school use, supplementing the work of the teacher in in- 
creasing children’s knowledge and in motivating and intensifying 
the child’s desire to learn; 

2. Out-of-school use, providing a means for continuing the 
learning process while the child is at home. 

Educational authorities concerned with the in-school use of tele- 
vision are in agreement that the camera and the viewing screen will not 
come between the teacher and the pupil. On the contrary, where the 
television has been used as a teaching tool, the teacher has always been 
present, the viewing screen being used as the teacher would use a text- 
book, a map, a chart, or a blackboard. 

The aes Mawel educational programs, designed specifically for 
instructional purposes in schools, are slowly becoming a reality. The 
majority of educators do not deny that television offers unlimited pos- 
sibilities for educational use. Many are waiting for these programs to 


47Paul Witty, How To Live With TV, National Parent-Teacher, XLVIII (Webruary 
1954), p. 10. 
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approach standards of perfection before they explore their potentiali- 
ties. Others are making effective use of the present offerings and find 
them valuable supplements, for which there is no substitute as an ad- 
junct to classroom instruction. 

Out-of-school programing for children 

Important as the impact of television has been on the adult world, 
the new medium has never held for older persons the hypnosis that the 
moving figures on the screen have for youngsters. Surveys have shown 
that many children spend from 20 to 25 hours a week in front of their 
sets. It is natural that parents and responsible citizens examine with 
interest the types of programs that engage children’s attention so 
raptly for so long. A mixed picture presents itself. 

On the one hand, local stations, networks, and in some cases, sponsors 
deserve credit for extending the growing child’s world with such pro- 
grams as Ding Dong School, Wunda Wunda, and Mr. Wizard. On 
the other hand, most of the air time devoted to children’s shows is de- 
voted to the tried and true adventure pattern, including westerns, 
outer-space programs, and other variations on the theme of cops-and- 
robbers. The television industry has set up standards for these pro- 
grams, excluding certain types of violence, or other situations not in 
good taste. There is every indication, however, that these standards 
have not been met. 

Efficient use of television in the classroom will definitely help guide 
out-of-school viewing. Many schools, realizing that they cannot ig- 
nore television have woven it into the curriculum. They encourage 
classroom discussion of worthwhile programs. They base research 
projects, scrapbooks, and field trips on special-assignment television 
programs, such as the science shows. 

Television viewing on the part of schoolchildren will continue to 
challenge schoolteachers and they will have to accept it. Television 
is not going to replace the teacher. Nothing can take the place of 
face-to-face contact between teacher and pupil, of the interplay of 
personalities, of questions and discussion. Educational television is 
not going to outmode the classroom, although television will eventu- 
ally have its place in the classroom as well as in the home. It is not 
going to eliminate the use of films or books or slides or blackboards 
or any of the other traditional educational tools. It is essential that 
television be viewed in the proper perspective, without fear on the 
one hand or hysterical enthusiasm on the other. 

In answer to the question, what’s wrong with television? The 
answer is that nothing is wrong with television. Television is only 
a tool. There is ample evidence that television can be a useful tool 
if intelligently used. 


V. AREAS OF POSSIBLE DELINQUENCY REDUCTION 
AGENCIEs For Use or LEIsuRE 


It must be remembered that in recent years children have had a 
great deal more spare time than they used to have in the old days 
on the farm or in semirural America. Provision for constructive use 
of leisure is very important, because during their formative years 
children have an abundance of energy which, if not channeled into 
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wholesome outlets, must inevitably spill over into harmful pursuits, 
such as vandalism, hanging around street corners, drinking, gambling, 
and the like. The studies made by the Glueck’s indic ated that the 
recreational preferences of delinquents are for risky, adventurous 
outlets, such as excessive hopping of trucks, bunking out, destroying 
property, and seeking distant play places that involve risk and danger. 
They also found that delinquents typically dislike the confining aspects 
of playgrounds, supervised recreation, or club attendance which other 
boys prefer. The special preferences of adve nture-thirsty boys must 
be considered by settlement houses, community centers, boys’ clubs, 
big brother organizations, and other leisure-time agencies. Here 
again it should be remembered that to build up a desirable soci ‘ial con- 
science or superego requires the emotional identification of boys with 
adults whom they greatly admire and would like to resemble. This 
important point should be borne in mind in the choice of recreational 
workers, as well as teachers. 

It is of course necessary to employ as much trained personnel in 
crime oeneore activity as is possible; but this does not by any 
means preclude the use of volunteers who are gifted naturally in the 
knack of establishing warm relationships with children. The Big- 
Brother organizations pointed the way. A great deal of human aid 
can be obtained through calling upon the various service clubs, lodges, 
labor unions, women’s organizations, and others. There is only one 
precaution to be observed; that is, that the volunteers in recreational 
work should themselves be relatively free of emotional problems, 
otherwise they will work out on the children their own frustrations as 
adults. It is therefore advisable that any volunteer-staffed recrea- 
tional program be guided by a mental hygienist (consulting psychia- 
trist or psychologist) and that the volunteers be wi illing to take some 
such personality test as the Rorschach test before being selected. The 
mental hygienist s should serve as adviser to a big-b1 ‘other grou p, church 
group, or labor union in work with children | and shoul instruct the 
volunteers regarding the basic mental mechanisms involved in their 
guidance and recreational activities. 

Finally, a great need in almost every community is some integrative 
agency to draw together all available preventive resources inc luding 
recreation, and to determine the gaps that need filling. As it is, too 
many efforts fall between two or more stools, and too many human 
and institutional resources remain untapped. Whether it be the type 
of coordinating counsel developed in California, or some other device, 
some general staff work agency is necessary to bring greater efficiency 
into the entire program of local effort. 


WHAT RECREATION IS NOT 


The subcommittee would like to first take a critical Jook at the role 


of recreation as it is viewed by many people, and then give perspective 
to a tool that, properly used, can be a great aid in helping children 
adjust in society. Often related to the role of group and individual 
associations is the broader question of recreation an d leisure time and 
their influence upon delinquency. This general area together with 
questions in regard to the effects of particular types of recreation upon 
character and conduct has been the subject of much speculation and 





JUVENILE DELINQUENCY 101 


research and no small amount of slanted propaganda. It is unfortu- 
nate that to a great extent the studies in this area, conducted by persons 
with a vested interest, have been quite unconvincing in their methods 
and results. They have served, in the main, to confuse the problem 
of the significance of recreation. It is only too natural that organiza- 
tions interested in a group program for example, a recreation commis- 
sion or a police department, should discover that a majority of delin- 
quencies are mere unguided play or that the offenders are “unguided 
in their leisure-time pursuits” and that, therefore, the lack of whole- 
some recreation is a major cause of crime. Inevitably, most delin- 
quencies are committed during the leisure time of children and in that 
sense do represent activities of unguided leisure, but this fact reveals 
nothing in relation either to the real causes of delinquency, or to the 
effective methods of treatment and prevention. The findings of some 
research attempt to persuade the public both that delinquency is 
caused by a lack of healthy, organized recreation and that a good 
program in sports is the solution for prevention and rehabilitation. 
Elaborate and costly programs are based upon these fallacies and 
receive wide popular support because of the readiness of a sports- 
loving public to accept so simple an explanation and remedy. This 
was pointed up clearly when the President called together famous 
sports figures from all over the Nation in an attempt to determine 
what could be done about the rising delinquency rates. This action 
indicated the presupposition that recreation was the answer to the 
problem. As indicated above, however, the fact that recreational 
facilities are many times lacking does not justify the conclusion that 
this is a cause of delinquency. 

It is difficult to convince many people that unguided play is not 
the simple result of a lack of guided-play opportunities, nor is it 
necessarily delinquent in character. Many individuals and for many 
reasons prefer unorganized leisure where directed and active recrea- 
tion is available. Proof that active or guided recreation itself pre- 
vents delinquency, or that its absence causes misbehavior is lacking. 
It is true that the children of poor homes in areas of high-delinquency 
concentration do have fewer opportunities for officially directed rec- 
reation—they are also more frequently delinquent. ‘There is strong 
evidence, however, that they are not much attracted by guided play 
when it is provided, preferring their more spontaneous activities and 
often turning away from any well-meaning outsiders who attempt 
to provide them with leisure-time activities. Careful studies have 
shown in fact that delinquents are generally more interested and skill- 
ful in games and sports than nondelinquents. They have been shown 
to have more frequent club affiliations, even in alleged character-build- 
ing agencies and they are more adept at leadership in their group affili- 
ations. In the real sense, the delinquent is on the average considerably 
more socialized than are his nondelinquent contemporaries. In fact, 
it is partly through his group interests and activities that he gets 
into trouble in the first place. The easy conclusion that his salvation 
lies in the mere setting up of playgrounds under recreational leaders 
has no foundation in sound thinking. Organized recreational facil- 
ities to underprivileged children may be justified on the basis of a 
general program of child welfare. Such a program could promise 
improved health and vigor to many who need it. It might tend to 
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help somewhat in the casefinding of unadjusted children whose emo- 
tional or conduct problems require individualized attention from social 
agencies. However, the inability or failure of schools—in spite of 
their advantageous position to serve such a function—to discover and 
secure aid for disturbed children provide little hope that playground 
directors will do so. Moreover, there is the familiar problem that 
good children healthfully adjusted need least whatever benefits a pro- 
gram of recreation may provide and that the difficult boys generally 
are either excluded, disinterested, or a potential source of infection 
to the others in the group. 

The following generalizations are fairly clear, at least in relation 
to play activities and should be considered realistically when someone 
enthusiastically calls for a single-sided sports program in the hope 
that it is expected to correct delinquency: (1) Being a good athlete is 
no deterrent at all to delinquency ; (2) experience in team play through 
recreation can have no significant amount of carryover to general 
character traits or conduct patterns; (3) even highly organized recre- 
ational activities do not absorb enough of the energy or time of the 
child to at least appreciably decrease his opportunities to engage in 
delinquency; (4) in fact, a play group may itself help to stimulate 
its members to illegal activities engaged in for fun after the games 
are over. The probability of this 1s increased when there are delin- 
quent or near-delinquent members in the group; (5) many of the rec- 
reational programs do not in any event reach those children who are 

resumed to need them most because of their problems of health or 

elinquency; (6) if a child is disposed toward law violation because 
of the influences of the family and neighborhood, his early training, 
his personality distortions or his attitudes toward an authority, it will 
require much more than games and sports to do anything effective 
about it; (7) where children have come to enjoy their delinquencies 
as games, so commonly the case, the thrills thus provided are usually 
greater than those which organized recreation can provide. The 
latter can be urged as a substitute not for their intrinsic competitive 
appeal with their added disadvantage, but only on social or moral 
grounds; this implies a need for preliminary or supplementary case- 
work or education to establish them as acceptable substitutes. 


TOWARD A MORE REALISTIC APPROACH TO RECREATION 


What some of the witnesses appearing before the subcommittee 
had to say indicated they recognize that recreation is one of the factors 
related to, but certainly should not be considered as a cure-all for, 
delinquency. Others pointed out that in areas where young people 
do have wholesome and meaningful and purposeful recreational op- 
portunities, statistics show that in these areas the court records are not 
significantly lower than they are in areas with little or no recreational 
facilities. Yet, they point out, no program to check delinquency has 
ever failed to include recreation as one of the primary factors in the 
prevention of delinquency. 

At the same time, other witnesses felt that community recreational 
programs should not be geared to the so-called delinquent. They felt 
rather, that recreation should constitute a necessary element in normal 
community life and should be justified first on this basis rather than 
as a means of curing some abnormal behavior patterns. 
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Wherever there are children and youth, certainly there must be 
places other than the street that can be permanently set aside for 
recreational opportunities. However, the facilities themselves mean 
nothing unless there are competent, well-trained, and qualified indi- 
viduals to supervise, to direct some kind of thoughtful or meaningful 
program. ‘Therefore, we would like to emphasize the positive ap- 
proach as far as recreation is concerned, and that it is one of the 
necessary elements of fundamental living in our modern society to 
help overcome the pressures and the tensions that have become evident. 

e subcommittee then would like to say that the results which may 
be expected from a recreation program should be viewed with the 
utmost objectivity. It is only one of the many environmental forces 
that influences the lives of people. It may make a fractional contri- 
bution, but the importance of other factors are many times overwhelm- 
ingincomparison. As Dr. Henry M. Busch has said: 


Don’t expect recreation to stem or reverse the antisocial 

forces of an unplanned society, but look to it to illuminate 
ersonal and social life and to make the world a somewhat 
etter place in which to live. 


The National Conference on Prevention and Control of Delin- 
quency, recognized the true value of recreation and emphasized its 
positive aspect. The conference adopted the principle that recreation 
is an important part of a living process and recommended that— 


it be presented to youth positively, with emphasis on his 
choice in free time and on his dignity as an individual, rather 
than as a cure-all for his delinquencies. 


It further recognized that recreation— 


is one of the effective instruments for the prevention of de- 
linquency. Recreation serves best as a preventive force when 
opportunities for wholesome recreation are provided for all 
youth everywhere. 


Looking at recreation from this positive point of view, i. e., that 
it helps to build character, it is potentially a potent agent in the pre- 
vention of crime and delinquency. With this potential, it is not hard 
to explain why agencies directly concerned with this problem are 
turning to recreation as an effective ally. Because recreation activi- 
ties have a strong appeal for youth, delinquency and crime are less 
likely to flourish in communities where such opportunities are abund- 
ant and attractive than in cities or neighborhoods where adequate 
facilities are lacking. Children or young people engaged in recrea- 
tion activities on the playground cannot at the same time be robbing 
a bank, breaking into a home, or perpetrating some other crime. Fur- 
thermore, if competent playground leaders are available to help them 
develop wholesome interests and furnish opportunities for pursuing 
them, the chance that these children will become criminals is ma- 
terially reduced. The boy who “makes” the playground baseball 
team or who excels in the model-aircraft club and the girl who earns 
a part in the cast for the drama guild play or who is a leader in the 
nature group are finding outlets for the normal desire for recognition, 
success, and achievement and do not need to seek such satisfactions 
in unsocial ways. 
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THE CHANGING ROLE OF RECREATION 


With the decreasing functions of the home in our modern machine 
civilization, the fields of education, religion, health protection and 
recreation have increasingly been taken over by public or community 
agencies. ‘Together with the home, they form the environment in 
which the child develops. It has become evident that ne sup- 
ported recreation has a place in the development of the boy and girl, 
and a relationship with the prevention of delinquency. 

It can supplement the home in the provision of facilities, and in 
the provision of leadership. It can provide opportunities for the 
family to learn to play together. To some extent, it can at 
for lack of understanding : and har mony in the home, although it 
never supplant the home in providing for the play life of the child. 

Recreation, though not a panacea, will help to direct unspent ener- 
gies of young people into useful channels of activity. More and 
more city administrations realize their obligation to provide cultural 
and physical recreation programs as part of public services. They 
supplement the valuable leisure time activities as offered by such pri- 
vate agencies as settlement houses, neighborhood centers and boys’ 
clubs. How useful and constructive projects can prevent mischievous 
_ avior, has, for instance, been proven during the past few years at 
the Halloween season. Many neighborhood and civic organizations 
have organized recreational programs on these evenings and thus 
helped with considerable success to keep young people out of serious 
mischief. As a special feature, window-painting contests stimul: ated 
the artistic and competitive spirit of high-school students, and in a 
new kind of “trick-or-treat” activity that was sponsored by church 
and other groups, children in nearly 1,200 communities collected 
clothes and money for the United Nations Children’s Emergency 
Fund. 

In the area of public recreation in general the past decade has wit- 
nessed a startling increase in the public’ s use of the recreation facilities 
provided in the national forests, parks, reservoir areas, and public 
land lands under the control of the Federal Government. Similarly 
there has been a steadily increasing demand on Federal agencies for 
consultative, interpretive, advisory, and information services on rec- 
reation problems from the States, communities, schools, and rural 
areas. Actual experience over a period of years now shows conclu- 
sively that the facilities and services being made available by the 
Federal Government through its various concerned agencies are at 
present inadequate to meet the public demand and are lagging behind 
more and more each yea 

The members of the subcommittee feel that recreation can operate 
in a positive way in its relation to delinquency by building in the boy 
or girl interests, skills, and resources that crowd out the call of the 
gang, and by providing a choice of place and occupation to the boy 
and girl wondering what to do with himself. 

Realizing these possibilities for the building of good, happy citizens 
through recreation, however, requires much in the way of facilities 
and guidance. The program must be a year-round one, must reach 
both boys and girls, and must appeal to their multitude of interests. 

Another import: ant requirement is that leaders in public recreation 
give more attention to the individual youngster, work more closely 
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with other community groups, and with them plan a better system of 
identification, referral, and treatment. Since recreation leaders are 
not trained social workers, psychiatrists or law-enforcement officers, 
their primary part in this would be to be able to identify and refer. 

The prevention of delinquency is frequently a compelling argument 
in securing such support for recreation. The relation may be hard to 
prove statistically, its importance is frequently exaggerated, but there 
are on record expressions of opinions from many judges, probation 
officers, and police to the effect that recreation programs have de- 
creased delinquency. Fathers and mothers, as well as educators and 
students of the behavior of children and youth, are united in recogniz- 
ing that disaster follows where the play life is not recognized in the 
environment of children and youth. 

In its work with the National Recreation Association the subcom- 
mittee was supplied with the 11 fundamental factors necessary to 
assure a permanent and growing recreation system. All of them are 
essential for success and none can be neglected or forgotten if a bal- 
anced program is to be maintained. Here are the specifications that 
seem to be basic and important. 


FUNDAMENTALS OF A SOUND RECREATION PROGRAM 


1. The survey 

Every community should have a careful study made of its recreation 
resources and needs with suggestions and recommendations based on 
expert knowledge and experience. This survey should cover the speci- 
fications named below. Ideally, it is best to have such a survey at the 
start of any recreation effort. In this way long-range planning can 
be focused from the start. If none has been made, a study at any time 
is invaluable, the sooner the better. This should indicate past suc- 
cesses and failures, state present needs and problems, and outline 
future growth and development. 
2. A plan 

Somewhere at sometime a comprehensive plan, predicated on the 
above survey, must be charted and realized. Professional advice and 
guidance is needed. The plan must be feasible, practical, and adapt- 
able. It must be challenging. In addition to present problems and 
programs, it should give a long-range plan for the next 5, 10, or 15 
years. Long-range planning is most necessary to meet the demands of 
future progress and development as outlined in the specifications below. 
8. Basic law 

Proper and adequate legislation is a must on all levels of government 
in order to guarantee permanency and growth. Some States have 
broad comprehensive laws and enabling acts, which are organic law 
defining recreation as a proper function of government. Counties, 
park and recreation districts, schools, and municipal governments 
should have modern up-to-date laws to meet present and future de- 
mands. Recreation charter provisions should be broad and funda- 
mental. Local departments, created by local ordinances, should be 
founded on sufficient State law. Good law is vital to any good plan 
and program. 
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4. A program 

The program is the thing. All other specifications are aimed to 
develop and make possible an adequate and effective program that 
will serve all the people, young and old, the year round. It is not 
possible here to present a scorecard or an inventory sheet of all the 
activities essential for a well-balanced program, for all ages, neigh- 
borhoods, and seasons. This has been well done many times. The 
National Recreation Association has several excellent scorecards or 
inventory sheets to measure an adequate program for a community 
of any size. 

The activities should be varied and adapted, in all forms of recrea- 
tion: Games, sports, arts, crafts, music, drama, nature lore, social 
recreation, dance, camping, and many forms of leisure-time pursuits 
and pastimes. A program should reach all ages and groups—senior 
citizens, adults, young people, teen-agers, youth, children, and family 
groups; minority snl other groups. None should be neglected. In 
brief, an all-round program through the four seasons must be compre- 
hensive, adequate, and balanced. 


5. Ample areas and facilities 

Areas and facilities of many kinds and sizes, for young and old, 
indoor and outdoor, and for a variety of purposes, must be provided 
if the program is to be effective and dynamic. Here again, such sur- 
vey studies and inventories can be found in professional recreation 
literature. It cannot be overstressed that, in order to meet the needs 
and the problems of an up-to-date modern recreation program for 
any community, facilities must be of the type, size, kind, and purpose 
that will be the best to sufficiently meet the needs. They must meet 
recognized national standards and requirements. These standards 
have been published by national recreation organizations. The areas 
and facilities used must come from our “master survey and long-range 
plan,” based on program needs and the nationally accepted standards. 


6. Adequate budget 
Money is not everything but it is necessary. Every community 

should have an ample base for financial support and a budget system 
that will assure a growing plan and program. Again, the budget 
should meet the nationally known satclente and requirements. Con- 
sult the literature and studies of the National Recreation Association 
and the American Recreation Society. Good bookkeeping, careful 
accounting, and accepted financial procedures are essential for effi- 
ciency and public support. City officials and citizens will back your 

lans and recommendations when there is no waste, neglect, or faulty 

usiness methods. This is most important to win public confidence 
and good will. A hundred percent service on the tax dollar is the best 
et Good financial procedures help the program and the 

udget. 
7. Proper organization 

The right administrative setup is basic for the operation of any 

recreation project. Good administration depends on proper organiza- 
tion. A faulty setup impedes efficiency, productivity, and respon- 
sibility. Again many forms and kinds of organization and admin- 
istrative plans are available in professional literature. Certain princi- 
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ples are basic. Recreation should not be secondary or subservient to 
any other Government service. It should be recognized as an essential 
public service. Recreation should stand on its own feet as an entity. 
It can be a part of many public and private services but, if it is to 
survive and function properly, it should have an organization setup 
that will guarantee the most effective service, good organization plan 
that places responsibility, fixes control, and gives freedom without 
hindrance, helps to operate the program and administer the budget. 


8. Personnel staff 

A trained experienced staff is essential if the pes rogram, areas, 
facilities, and budget are to be efficiently used and wisely administered. 
Recreation is now recognized asa profession. Our educational institu- 
tions provide for undergraduate and graduate training and degrees. 
Civil service and recreation groups have set up and adopted standards 
and ethical codes. Employing agencies are accepting national train- 
ing, experience requirements, and salary standards. To get public 
recognition and support you must have a trained experienced staff in 
order to attain the best results. The program, administration, organ- 
ization, and budget depends for proper operation upon adequate, 
trained leadership. 


9. Public relations and publicity 

It is in this field that recreation leaders often fail through neglect 
or ignorance. Yet good public relations is vital to their success, plans, 
and services. Frequently, the communities that achieve increased 
budgets and votes for bond issues are those where recreation has won 
public support and favor because of good publicity and effective public 
relations. If recreation leaders are to safeguard against depression, 
economy cuts, and decreased budgets, they must enhance their public 
relations and increase their publicity. Fortunately, there are good 
texts in this field. The relation of human relations to public relations 
is most important. They must work with and through people: those 
they serve and work with. Some recreation leaders are weak in this 
specification, and yet it is their salvation when crises come or when 
they need support most. They must cultivate and work closely with 
Government officials, taxpayers associations, the board, cooperating 
agencies—in fact, with all who contribute to the success of their plans 
and work. 


10. Community cooperation 


Recreation is such a broad field of human interest and endeavor, al- 
most all public and private organizations and groups contribute to the 
total community recreation program. Recreation departments, park 
boards, schools, and other municipal agencies should cooperate and 
work together for the overall community recreation program. Many 
private agencies have facilities, programs, and leadership that con- 
tribute much to the whole community recreation effort. All this de- 
mands generous cooperation and intelligent leadership. It is most 
encouraging to see the many examples of all-out communitywide 
recreation cooperation between schools, parks, playgrounds, recrea- 
tion centers, and public and private groups. This exchange of areas, 
programs, and leadership for the common good of all is the only way 
to get full use of all programs and the confidence of the public. 
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11. Public opinion and support 

In the last analysis no program, organization, or budget can exist 
for long without active favorable public opinion and support. All of 
recreations’ public relations, publicity, community cooperation, effec- 
tive programs contribute to public support. Favorable public opinion 
depends upon people having faith and confidence in what an organi- 
zation is doing. Without this, recreation will not get the money, the 
facilities, the staff, the salaries, and the recognition they need—all 
essential to the growth and development they seek. In those com- 
munities where public opinion is solidly back of public recreation, it 
is accepted, as is public education, health or welfare, as an essential 
Government function and service, to be supported by public taxes. 
Hence, if they carry out the previous 10 specifications, and remember 
the human relations with the people, they should eventually win the 
community’s good will, understanding, and loyalty. 





CONCLUSIONS 


Recreation must receive major attention in planning for the con- 
servation and development of youth and in the prevention and control 
of juvenile delinquency. Recreation cuts across many fields of organi- 
zations, and involves the cultural, social, physical, and moral welfare 
of so many people, that basic provision for its promotion is inescapably 
governmental. Governmental machinery for recreation at every 
level—local, State, and Federal—must be provided if recreation needs 
are to be met. 

Community recreation demands the mobilization and use of all re- 
sources—human, physical, and fiscal; public, private, and commercial. 
Although the floor of basic recreation services and facilities must be 
provided by Government, the assistance of nongovernmental groups, 
such as youth-serving agencies, commercial and industrial enterprise, 
the institutions and churches is essential. 

Moreover, the home, in housing developments and out, as well as 
the schools and libraries, parks, and camps, have an important role 
to play in recreation for young people. All of these aids for youth 
recreation needs must serve and encompass the youth population, 
whether in urban centers or rural areas. 

Idle time is not an asset to any community. Most delinquent and 
criminal acts are committed during leisure time, and a large per- 
centage of them are performed in order to get the means for the enjoy- 
ment of leisure. Prison wardens testify to the desire of young men 
and women to do daring things. Many crimes are committed because 
of a desire to buy pleasures much less satisfying than other forms of 
recreation which might be provided by the community at little cost. 
Studies have shown that a majority of children brought into court 
have lacked adequate provision or direction of leisure-time activities, 
either at home or inthe community. Dr. Sheldon and Eleanor Glueck, 
in their analysis of the lives of 500 delinquent women, found that only 
9.7 percent of them had had any constructive recreation at any time 
in their lives. Probation officers, police officials, and prison authori- 
ties in large numbers have testified from their experience that much 
delinquency and crime result from inadequate recreation opportuni- 
ties. Their testimony and juvenile court records offer conclusive 
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evidence of the beneficial effects of wholesome recreation on children 
and young people. 


Hovusine Prosects 


The phrase “slum areas” is known to everyone. Its meaning is 
quite clear. A few years ago an aroused Nation undertook to build 
dwellings and apartments which were to provide decent living ac- 
commodations at a price to fit the pocketbook. In every large city 
there is immediately manifest the buildings which house a large por- 
tion of the citizenry. The accommodations are modern, clean, and 
have the latest in improvements. Yet, there is something lacking. 
The obligation of society is not satisfied merely by providing a kitchen 
cabinet, refriger ator, or convenient incinerator. These are comforts, 
but they are not necessities as the situation has demonstrated. 

There can be no denial that modern housing programs have re- 
moved much of the ugliness previously associated with congestion. 
It has not, however, removed congestion, and, because of this fact, 
the subcommittee would like to present a plan which has succeeded 
in developing a spirit of pride and healthy competition amongst those 
children who today take their activities as they find them on the ce- 
ment runways leading to the various apartments. 

Technically, housing projects are a heavy concentration of popula- 
tion dwelling in uniform structures. This population consists of 
people from every walk of life, of families large and small. In the 
second interim report of this subcommittee it was suggested that some 
of the worst centers of delinquency are located in the housing projects 
erected with the help or entirely by public grants or funds, much of 
it Federal money. It was demonstrated abundantly during the hear- 
ings that human beings need more than four walls and a stove to 
be properly housed in our modern society. What takes place in those 
new homes, what opportunities there are for wholesome social and 
recreational activities, and how the tenants are accepted into the com- 
munity which surrounds them are of equal importance to the physical 
nature of the structure which has been constructed. 

Apparently the effort has been made to get rentable room out of 
every inch of space in many housing projects. A meeting room or 
a gym or a recreation room cannot be rented. It does not bring in 
so many dollars a week or a month. Apparently in an effort to get 
as many dollars out of a subsidized housing project as possible, noth- 
ing but actual bedrooms, living room, and “kitchenette has been built 
in many of them. Furthermore e, some of the earlier projects that did 
have such facilities as a paid recreational staff now have no paid staff. 
Recreation programs cannot exist unless there is somebody to organize 
them and prov ide some leadership. It requires skill to organize such 
a program. There is another reason why housing projects can be 
a problem. For instance, a project in South End, Boston, 13 stories 
high, has all the apartments open into 1 entry or 1 corridor, and unless 
carefully supervised, when the children come into these entryways 
from the various apartments you have a readymade gang. It is not 
an indigenous area. The people come from all sections of eastern 
Massachusetts into the housing projects. It is a city by itself. An- 
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other problem was the acceptance of these people by the community 
and the acceptance of the community by these people; they live unto 
themselves. When you have 52 young people between the ages of 10 
and 17 that funnel into 1 entry—when there is no place for them to 
go in the project itself to have wholesome, supervised activities, the 
opportunity is ripe for juvenile-gang activity. 

This housing project, which had 588 units, created another source 
of juvenile delinquency. Many families gained permission to reside 
in the project, some of which had children who had been in trouble 
with enforcement agencies in other parts of the city. Within this 
project, there was no play area of any size to accommodate the hun- 
dreds of young children in the project. There should have been more 
consideration given in planning housing projects to include recrea- 
tional facilities. The damage done to the project in terms of vandal- 
ism alone ran into thousands of dollars annually. Some of this cer- 
tainly could have been eliminated if proper and thoughtful planning 
had been made. 

This situation was brought to the attention of the subcommittee by 
Mr. Morris R. Taylor, executive director, the Robert Gould Shaw 
House, Inc., Roxbury, Mass., who said: 


Of * * * contributing factors many have been recognized 
for years as causes for delinquent acts, but lately a new one 
has forged to the front—low-rent housing projects. Among 
the people interested in social welfare, I fought for better 
housing through low-rent-housing projects, but today we 
recognize that housing is more than shelter, brick, stone, mor- 
tar, and utilities. The large concentration of families in 
small areas with little or no organized recreational leadership 
or facilities, is certainly contributing its share toward today’s 
difficulties. The shortsightedness of local and State govern- 
ments in failing to meet these needs, must be brought to their 
attention. * * * 

The conduct in low-rent-housing projects is giving us our 
greatest trouble at the present time. Just a few days ago, two 
girls were found in a basement storage room where they had 
stayed overnight with some boys. Rooftops of the buildings 
in summer, and elevators stopped midway in their shafts in 
winter, make excellent places for rendezvous. This is all pos- 
sible because of a lack of a watchman or supervisor for 24 
hours a day. 

Lack of recreation space and recreational leadership in 
these large islands of buildings teeming with people with all 
kinds of habits, certainly contribute to delinquency. One 
manager related how he had attempted to get a group together, 
if a parent would supervise the basement room, but not a 
parent was willing to assume this responsibility. Paid leader- 
ship is needed, and although the public and private agencies 
see the need, budgets will not permit additional workers to 
meet increased needs. 


Perhaps this explains why 1314 percent of the total juvenile-de- 
linquency cases came from housing projects in Boston in 1 year. 
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Many people felt that the mere presence of organized play was all 
that would & necessary to reduce delinquency in housing projects. 
However, the following comments of Henry Barry, of the Boston 
school system, illustrates the questions that could be raised over this 
assumption : 


I think I can tell you something about this housing project. 
For instance, I think the housing project goes a lot deeper 
than lack of recreation. We have in South Boston 2 housing 

rojects, the 2 original ones in Boston, Old Colony and Old 
arbor. 

Right in the middle is Columbus Park, Carson Beach, and 
miles of strandway, and Sandy Point, a playground of mag- 
nificent proportions, but it has not stopped this gang business 
and it has not stopped delinquency. 

I think that the housing project goes a lot deeper than that. 
I think when you put people in a housing project you take 
away a lot of the ordinary responsibility that people are sup- 
posed to have. 

With many of the rights we have there are some responsi- 
bilities. When you put people in a housing project where 
all the utilities are, nothing to worry about, they are all there, 
there is nothing, you just walk in and close the door, you walk 
out and close the door. 

I have been in housing projects that, when a month old, you 
open the door and the stench in the place would knock you 
down. How they got them so dirty and so fast, I don’t know. 
It is a question of responsibility of people, and it travels 
from the parents down to the children. 

In the Old Harbor project, they built in the middle of it 
a place called Sterling Park. They adorned it with these 
sandstone statues of colossal proportions, big statuary dig- 
nifying labor. There is not a whole statue in place. It wasn’t 
2 months after they built them they broke them all. 

I don’t know; they have given up on grass in most of these 
projects. They put macadam in because they could not plant 
the grass fast enough to keep them from tramping it down. 

I think the projects in South Boston have in the middle of 
them Columbus Park, a big playground, and they have Carson 
Beach and miles of strandway on the beach running down 
to Sandy Point, including L Street. We have just as much 
trouble in those projects as we have in any other, and it is 
not lack of playground. 

Now, the one at Mission Hill and the one that runs—we run 
projects that start at Shawmut Avenue, run to Huntington 
Avenue, and never run out of projects. There are no facilities 
there. In fact, even in the ones where we have recreational 
facilities we don’t cure delinquency there, and we don’t notice 
too much difference in it. 

I think recreational facilities are wonderful things to have, 
but I think there is also a deeper problem in housing than 
simply recreational facilities. 
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PHILADELPHIA’S APPROACH TO DELINQUENCY IN LOW-COST HOUSING 


When the Philadelphia Housing Authority realized that the mere 
erection of public-housing developments was just one step in the 
reduction of delinquency by better living standards, they attempted to 
further strengthen the responsibility of the young people and to reduce 
delinquency in and around its dev elopments by the inauguration of 
several new concepts in public housing. Public housing learned that a 
positive climate of human relations is necessary to carry out its objec- 
tives as stated in the National Housing Act of 1949. “While the au- 
thority’s resources within itself were limited, the management and per- 
sonnel made steady efforts to develop a positive climate for good 
homemaking and citizenship in cooperation with community organi- 
zations, both private and public. They felt that, in addition to well- 
designed physical structures and budgets for operation, there was in 
their experience a need for able and understanding professional leader- 
ship which could build a sense of community involving all the age 
groups, as well as programs. 

Problems of delinquency, as observed by the Philadelphia Housing 
Authority, related clearly to extremely bad housing conditions, es- 
pecially overcrowding, lack of community facilities, leadership, ‘and 
budget, to immigration and high mobility, along with segregation and 
social rejection, : as well as widespread tensions and economic strains 
of the problems of physical and mental health in some families. 
Success in reducing these problems would have to include a greater 
participation by parents and neighborhood leaders in planning pro- 
grams in a many-sided effort to improve the total climate about youth 
which would have some of the same elements of participation, re- 
sponsibility, and direction that had been experienced in areas with 
which the housing authority was familiar. In support of their total] 
climate program, the Philadelphia Housing Authority officials put 
forth the following statistics: The rate of arrests per thousand during 
1953 among the 4, 139 boys betw een the ages of 7 and 17, was well under 
half that of the city rate and, in most cases, was less than half that of 
the surrounding police distr ict in which the dev elopment was located. 
This same ratio had been true during previous years. The rate of 
arrests of boys 7 to 17 was 18.6 per thousand in 1953, compared to a 
city average of 37.4. The actual number of arrests of boys in housing 
developments dropped from 82 in 1952 to 77 in 1953. 

The following outline is the plan of operations presented to the 
subcommittee by the Philadelphia Housing Authority : 


I. Direct work to aid boys 


A report on each boy arrested is referred to the central office of the 
housing authority by means of a special arr angement w ith the Crime 
Prevention Association and the juvenile division of the department of 
police. The information is forwarded to the manager. He or a 
member of his staff calls at the home to discuss with the parents and the 
boy, if possible, the opportunities for activities at the community 
center or in the neighborhood. No mention is made of the arrest, 


which, however, is often brought up by the parents. This positive 
approach is made to win the interest and cooperation of both the 
parents and boy. The manager tries to size up the situation, to en- 
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courage, and to offer suggestions rather than to deprecate or overcome. 
In any case, management personnel are generally not trained to do 
highly specialized casework and have too many other responsibilities. 
A manager is expected, however, to have some knowledge of com- 
munity resources and to be able to make referrals tactfully and 
correctly. 

IT. A positive total climate 

Public housing has learned that a positive climate of human re- 
lations is necessary to carry out its objectives as stated in the National 
Housing Act of 1949, “a decent, safe, and sanitary home in a decent 
environment.” While the authority’s resources within itself are 
limited, the management personnel makes steady efforts to develop a 
positive climate for good homemaking and citizenship in cooperation 
with community organizations, both private and public. 

1. Community centers are planned in cooperation with responsible 
welfare and service agencies. 

2. Authority personnel may aid in coordinating resident activities, 
but does not have staff to plan or lead them directly. 

3. Resident activities are generally conducted by resident adult 
leaders who are held responsible. 

4. Some professional leadership to guide programs is supplied by 
public and private agencies. 

5. These facilities supplement limited space within homes but do not 
in any sense supplant what should be the parental supervision. 

6. Community centers in developments are all open to neighbors 
around each development, who participate in varying degrees. 

7. Managers know that the neighborhood around each development 
will profoundly influence the morale of its residents and, therefore, 
take some initiative in stimulating neighborhood improvement 
programs. 

8. Equipment, indoor space, outdoor play areas, kindergartens, and 
child-care centers for children of working mothers, etc., all encourage 
higher standards for larger numbers of families than make immediate 
use of them. 

In the 12 community buildings on public housing developments, 
there was a total attendance during 1953 of over 363,000 persons, a 10- 
percent increase over the preceding year. There has been relatively 
little vandalism, compared with many other public or private insti- 
tutions. Halloween parties, as well as Christmas and other special 
activities, have been widely organized for a number of years. These 
have aided in keeping property destruction at a minimum. A list of 
types and attendance for various activities together with agencies pro- 
viding outside leadership are a necessity to evaluate the program. 

While some youth programs are of the more highly organized type, 
such as scouting, in other cases a more flexible program is developed 
with facilities at hand and according to the interests and desires of the 
boys and potential adult leadership. Teen-age dances have been held 
successfully in most of the 12 centers and are generally run by the 
teen-agers themselves with participation of a few adults. In all resi- 
dent councils, committees, clubs, and interest groups there has been 
emphasis on the participants steering their own programs and taking 
maximum responsibility. 
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In addition to well-designed physical structures and budgets for 
operation, there is in our experience a need for able and understand- 
ing professional leadership which can build a sense of community 
involving all age groups, as well as programs. 


III. Delinquency high in bad housing 


Over two-thirds of the families placed by public housing last year 
reported serious overcrowding in their previous dwellings. An im- 
mediate result of their occupancy of a new home was that the 
obtained about 50 percent more floor space, as well as adequate sani- 
tary, cooking, and heating facilities. In one slum area recently 
demolished by the authority there were found to be shocking con- 
ditions of overcrowding as well as a high proportion of absence of 
basic facilities. In a 2-block area, there were 35 rooms slept in by 8 
or more people and these were small rooms. Few dwellings had a 
separate living room since nearly all rooms were used for sleeping. 
The average family lived in 2 rooms. A high delinquency rate and 
bad housing conditions show strong correlation, although a direct 
causative effect may not be complete since both may be related in part 
to other factors. 


IV. Urban renewal has three major parts 

In considering a program of strengthening our cities and their 
citizenship, there are three aspects which must be worked upon to- 
gether. The financial problem of cities is well known, with its neces- 
sity for recapturing property values and tax revenues in blighted areas 
so that the city may meet its rising costs of services and avoid bank- 
ruptcy. The physical planning and replanning of land and buildings 
is beginning to receive attention for reasons of simple physical health 
as well as city finances. 

Equally important in the long run is an effective drive to strengthen 
the structures of human relations, that is, to lessen the destructive 
elements and to build positive attitudes about homes, neighborhoods, 
and citizenship. 

Public housing has only a small sector of these three fronts. In 
its area of operation it is working to meet its responsibilities ade- 
quately in the best interests of the community and Nation. The 
principles stated above outline the efforts in Philadelphia. They 
have produced results, geod not only for the young people in and 
around the developments, but for the city as a whole. All programs 
of urban renewal whether they involve building clearance and re- 
building, or rehabilitation and addition of services, must in our 
ame keep all three phases of strengthening our cities constantly in 
mind. 

The members of the subcommittee feel that it is not sensible to con- 
centrate large numbers of people in a consolidated housing area when 
the housing units do not lend themselves to freedom of movement 
and community relaxation. Itis astep backward rather than forward 
in community improvement. The development of a spirit to build, 
rather than tear down, is one of the antidotes to the juvenile problem of 
today. It is not a panacea nor is it submitted as such, but, rather, a 
sincere recommendation born of a working knowledge of the problem. 
There is more to raising a good boy than housing him. 

So it was with that idea in mind that the Chicago area project was 
established in 1934 on the recognition of what has proved to be a 
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very valid assumption, namely, that the community has the amount 
of crime which is appropriate to it. If we are to change the amount 
of crime, we must change the community. This reference is not to 
the physical sense, only, but in terms of its social and moral character. 


THERAPEUTIC SERVICES NEEDED FOR DELINQUENCY PREVENTION AND 
TREATMENT 


One of the major needs in facing the problems of delinquency is 
making adequate provision to assure that the services of psychiatrists, 
psychologists, and social workers are available to children and youth 
in and out of school. Many of the children who fail to adjust in 
school, prior to becoming delinquent, frequently show symptoms in- 
dicative of the social and emotional problems that hamper the child. 
The child in trouble is the result of a developing condition which has 
evolved gradually. Early identification and treatment for those with 
psychological and social adjustment problems is important. Ideally, 
the ultimate goal is actually the prevention of delinquency. 

Psychiatric and psychological treatment, particularly as it con- 
cerns juvenile delinquents, is an attempt on the part of expertly trained 
personnel to determine the needs, the motivations, and the frustrations 
that cause an individual to act in a certain way. Specifically, it is 
done in a relationship between a trained therapist and a patient. In 
this situation, the therapist is able not only to note the conscious 
meaning of the child’s acts, but the unconscious meaning of it as well. 
As an example, a child may be called “chicken” ** and proceed immedi- 
ately to commit a delinquent act. 

The important thing from the therapist’s point of view is that this 
symbol of “chicken,” let us say, means something to 1 child, but to 
50 other children it may have an entirely different meaning or con- 
notation. So the meaning of symbols to a particular child would 
be one area in which the therapist would strive to give help and treat- 
ment. More broadly, exploration of the child’s totality of hopes, 
fears, ambitions, disappointments, and the like would form the basis 
of therapy. 

Some boys might respond to an epithet by committing a delinquent 
act. A certain proportion of the other boys would go home and sulk. 
Others might be very obstreperous in school. Some of them might 
start a fight with one of their classmates who derided him. It is at 
some of these meanings, symbols, or token words, that the therapist 
tries to get, working in a relationship where there is security, warmth, 
and friendship. The patient—the child-—the delinquent—senses that 
this person is going to help him, not throw him in jail. He believes 
he has the interest of the child at heart in attempting to find out what 
kind of treatment the child needs. Basic to the treatment are the 
child’s needs. These are many, and the therapist has to take them 
all into consideration. There are external needs; he may need a new 
home, a new overcoat, a new school, or a new suit. Also, he needs the 
elements of security and friendship in a relationship with another 
human beings. In other words, the delinquent may have an entirely 

# The word “chicken” to the psychiatrist and patient would have a very specific meaning 
as far as a particular child is concerned. A “chicken” is considered an effeminate sort 
of individual who is easily kicked around and can have his neck cut off at any time. He 


does not have fighting characteristics. ‘There have been instances when a boy, called such 
a term, would proceed to commit some antisocial act by way of maintaining his prestige. 
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different concept of the world than the child who is not a delinquent. 
Maybe he has been kicked around in many instances. Certainly he 
has had little affection or spiritual love. His concept of an individual 
human being may be quite different from that held by the next child 
who is not a delinquent. Hence, the therapist has to do what he can 
to supply some of these needs, both spiritual and emotional, in order 
that the child may have a different attitude toward himself and toward 
other human beings and the world in which he resides. 

Referrals of juvenile delinquents are often authoritative and im- 
personal. The moment the child enters the door of a guidance clinic, 
it is up to the therapist to be able to reach that child. By long years 
of training he is prepared to do it. The children who come in are 
frequently belligerent, distrustful, and defensive—they may view 
the therapist as an arm of the court, one who is going to punish. 
That is often the type of child that is admitted through the door 
for treatment. However, by using his professional understanding of 
human beings, the therapist tries to reach this child by demonstrating 
to him that he is a different kind of person. 

Once the delinquent is in the clinic, it is a test of the skill of the 
expert person, the case worker, the child psychologist, the clinical 
psychologist, or the psychiatrist, who is trying to establish a rela- 
tionship with his conflicts and his potentialities.*® The therapist 
soon gets beyond the outward bravado. The delinquent may not 
want this exterior penetrated because all children, even though they 
may not say so, have certain basic anxieties if they are in the hands 
of the law. Eventually, the therapist finds that the delinquencies 
of their parents grow out of unsatisfied basic needs, distorted values, 
thwarted aspirations, and other conflict-producing factors. 

This is not to say that every delinquent child needs psychiatric 
treatment. But he does need some type of services. In this whole 
area, which is based largely on work in the social and medical sci- 
ences, there is the answer to the treatment needed by an individual 
child. The important thing is to have the services available, whereby, 
it is possible to determine what child needs which kind of treatment. 
And, also, to see to it that the community provides the services to 
make available the particularized individualized treatment that is 
vitally needed. 


SUGGESTIONS FOR YOUTH COMMISSIONS IN LARGE URBAN AREAS 


It has been apparent for some time that the mere spending of money 
or the existence in a community of adequate although mutually ex- 
clusive services dealing with juveniles does not necessarily mean that 
a complete and satisfactory job is being done. If these services do 
exist in a city which nevertheless experiences a rise in its delinquency 
rates, something is wrong with the overall system of prevention and 
rehabilitation. In many cities, there are several public agencies re- 
sponsible for various phases of the juvenile problem, many of which 
are not under direct official jurisdiction. 

The chief public agencies dealing with the problem usually include 


the juvenile court, the police department, and the department of pub- 


See Ingham, Harrington V., M. D., and Love, Lenore R., Ph. D., Th 
Psychotherapy, pp. 53-61. e Process of 
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lic welfare. In addition to these, there are numerous private agencies 
and service organizations which are directing their efforts in these 
fields. 

Because of the obvious diffusion of authority among these types 
of services it has become necessary for many cities to de evelop a plan 
whereby the activities of all of them can be fruitfully coordinated. 
In view of the following facts, it is recommended that such projects 
be given careful consider: ation if at all feasible: 

(1) Because the problem is growing né ationally and there has been 
suflic ient increase in the number of ‘delinquents coming to the at- 
tention of local official agencies it has become necessary that a spe- 
cial program conducted in the interest of delinquency prevention and 
control be inaugurated in some large cities. 

(2) The relative success which some cities have had in curtailing 
delinquency may be attributed to the work of such public agencies as 
the police department, juvenile court and the school system and the 

various governmental and voluntary agencies and organizations which 
work on behalf of youth in the community. But there is need for 
improvement particularly in areas of cooperation among organiza- 
tions having an established responsibility for delinquency prevention 
and control. 

(3) To bring into being this necessary program, there should be 
established a central commission having the authority and responsi- 
bility to give leadership in moving ahead to reduce juvenile 
delinquency. 

(4) Because of the present day mobility of ‘youth and the expected 
increase in the youth population, juvenile delinquency is a metropoli- 
tan problem. 

(5) There is every evidence of a desire to cooperate on the part of 
agencies having an established responsibility for prevention and con- 
trol of juvenile ‘delinquency, such as boards of education, police depart- 
ments, juvenile courts and the other governmental and voluntary 
agencies with related concerns and interests. 

(6) To assure partic ipation by important elements of the commu- 
nity, such a commission should be composed of representatives of 
public agencies having established responsibility for prevention and 
control of juvenile delinquency, public spirited citizens and persons 
with knowledge of governmental and voluntary health, welfare, and 
recreation services and the continuing problem ‘of coordination, plan- 
ning and development of the community’s governmental and voluntary 
social welfare services. 

It is recommended that any city contemplating a youth commission 
organize a legally constituted authoritative juvenile delinquency com- 
mission, although the title of this commission might well delete the 
word “delinquency” as it will function in many areas where delin- 
quency is not yet prev: alent. Furthermore, titling such a commission 
including the word “delinquency” might in some instances convey a 
stigma on those whom the commission serves. Realizing that there 
will be many to whom the service of such a commission will be ex- 
tended who are in fact delinquent, by and large, it should be the 
constant aim and purpose of such a commission to improve conditions 
among the youth of the city, with the goal of diminishing the amount 
of delinquency prevailing therein. 
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The primary duties of the commission should include, but should 
not be limited to, the following: 

To make studies and analyses of the problem of youth guidance 
and the prevention of juvenile delinquency ; 

To seek to remove the causes of juvenile delinquency through 
the means available to the city and the police department and 
private agencies ; 

To coordinate the activities of public, private, and religious 
agencies devoted in whole or in part to welfare and protection of 

outh; 
? To collect, correlate, and disseminate information, statistics 
and data on the subject of juvenile delinquency and the methods 
of removing the causes of juvenile delinquency ; 

To investigate, encourage, ~, develop, organize, coordinate, 
and participate in recreational, youth and family service projects. 

Such a commission, when organized, should consist of not more than 
24 members. These citizens would serve as commission members with- 
out compensation. The commission members should be citizens for 
whom the community-at-large has respect, and in whom the public 
and the press have unqualified confidence. They should be distin- 
oe leaders of the community, chosen on the basis of their quali- 

cations, their interest in the problem, and their influence in the com- 
munity, because the commission cannot be any more successful than 
the caliber of the people on the commission. 

The commission should function in an orderly manner through its 
chairman. This makes the position of chairman an all-important 
job and an individual with a proven record in the community must be 
found for this position of responsibility. He should have had some 
experience with children and teen-agers, some contact with education, 
with crime and human relations. Above all, he must be known for 
leadership and accomplishment, as the planning of the commission’s 
activities, as well as the direction thereof, will fall largely upon his 
shoulders. 

It might well be desirable for the commission to create so-called 
advisory committees, each specializing in various phases of youth 
work, composed of interested and experienced citizens. These advis- 
ory committees could be called in from time to time to discuss condi- 
tions appertaining to the particular phase of youth activities assigned 
to that specific committee. 

The commission should be empowered to call in groups and indi- 
viduals for conferences and contacts so as to gradually establish close 
friendly cooperative relationships which will result in developing re- 
spect for and loyalty toward the commission. 

Many organizations and individuals who are interested in juvenile 
activities and who have some contacts in the community with this sub- 
ject are quite worthwhile and their activities should not be overlooked 
in creating an overall interest in this subject in the community. How- 
ever, there are indications that these forces lack coordination, so at 
present the net result of considerable time and effort so well meaningly 
spent by them do not yield a commensurate volume of actual field 
service to teen-agers. 
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At the beginning of the program it may be desirable to invite these 
individuals and these agencies to attend an overall meeting in order 
to explain to them the idea of establishing a youth commission, elicit- 
ing from them directly what phase and to wink extent they would be 
willing to participate and aid the commission. It would be one im- 
portant duty of the commission to coordinate the many agencies which 
are doing juvenile work, utilizing their good offices toward develop- 
ing an overall program which will serve the greatest number most 
economically. 

The commission would be obliged to meet at least once weekly, per- 
haps even more often, until more details and routine are ofliciall 
established. To give the commission prestige, quarters for its activi- 
ties should be established in the city hall or m the municipal courts 
building, from which location this official body should function. 
Ample space should be made available for conferences with various 
groups from time to time. 

One very important phase of this juvenile delinquency program 
would, of course, be the necessity of informing not only the public, as 
such, of the scope and intent of such a commission in the community, 
but to bring home the whole juvenile subject to every teen-ager in the 
city. 

The work of such a commission suggested above is limitless. It can 
reach out to help teen-agers who in earlier years, on account of family 
poverty or for other reasons, were deprived of proper medical aid and 
attention, resulting in physical and psychiatric abnormalities. It can 
help those who because of an unhappy home life in their tender years 
need friendly, constructive guidance. To what extent, however, this 
commission will bring aid to such unfortunate youth will depend 
largely upon funds and personnel made available for its exclusive 
use and direction. 

In the course of any commission’s work in the community, it will 
of necessity come more or less in contact with the following groups 
and organizations from and with whom helpful service can be given: 


Community centers Street club projects 
Recreational services Boy Scouts 

Courts Girl Scouts 

Police department Churches and synagogues 
Parole board Various referral units 
Department of health Neighborhood councils 
Department of welfare Vocational guidance agencies 
Schools Family service agencies 


To meet the panne need for a public commission concerned 
with youth problems, the following summary of recommendations is 
made: 

(1) That a youth commission be created with the following func- 
tions: 

A. To work with agencies and organizations which have an 
established responsibility for delinquency prevention and control, 
and in cooperation with such agencies, the delineation of their 
program needs, and planning their future development. 

B. To develop and initiate study, factfinding, and research 
programs designed to provide information on the nature of delin- 
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quency, its causes, the extent and current status of services and 
facilities designed to prevent delinquency or treat the delinquent 
child. 

C. To develop and encourage new techniques, services, and fa- 
cilities having as their aim the prevention and further reduction 
of delinquency, including the development of ways and means by 
which such special projects and programs may be carried out. 

D. To conduct informational programs whereby data on new, 
existing or contemplated programs to reduce delinquency may be 
gathered and made available to interested parties. 

E. To conduct public information programs utilizing the mass 
media whereby the public at large may be better informed as to 
all aspects of the problem of juvenile delinquency. 

F. To study all laws, statutes, and ordinances pertaining to 
juvenile delinquency and to formulate recommendations concern- 
ing necessary changes in existing laws, statutes, or ordinances or 
such new legislation as is deemed desirable. 

(2) That in the discharge of the above responsibilities the commis- 
sion shall not engage in the direct operation of services or programs 
which presently ‘constituted public or voluntary agencies or organi- 
zations can and will undertake at the request of the commission or 
with the aid of the commission or on their own initiative. 

(3) That the commission be composed of not more than 24 members 
and that in the appointment of its members, consideration be given 
to the following: 

A. A number of public-spirited citizens of recognized compe- 
tence in the field of youth development; and for whom the public 
and other leaders in the community have respect. 

B. A number of persons having knowledge of the community’s 
governmental and voluntary health, welfare, and recreation serv- 
ices and a knowledge of and experience in the coordinating, plan- 
ning, and dev elopment activities of a program of the type needed. 
The members should be appointed for 1 or 2 years, with staggered 
terms so as to provide continuity in the development of the com- 
mission’s activities. 

C. All members of the commission should serve without com- 
pensation. 

(4) That the commission annually issue a report, accounting for 
its expenditures, describing its activities, evaluating its work, and 
making recommendations regarding the subjects of its concern includ- 
ing recommendations as to the desirability of continued commission 
operation. 


PANELS OR SUBCOMMITTEES OF THE YOUTH COMMISSION 


Serving under the 24-member youth commission could be a number 
of advisor y panels made up of represent: itives of these various fields 
who have an understanding of the work being done, the needs of the 
field, and the future plans within the field. 

Outlined below are several suggested panels or advisory committees: 


Church panel 
Membership—Two Protestant, 2 Catholic, 2 Jewish, and 2 Ortho- 
dox; preferably a minister, priests, and a rabbi, and 4 lay members. 
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Area of panel._— 

Study and action in the referral of juvenile delinquents to the care 
of religious leaders of the church of their choice. 

An increased use of church buildings particularly in underprivileged 
neighborhoods, for through-the- week program activities of an active 
nature. 

Increased use of expert recreational leadership in social agencies and 
public schools for the training of local church leadership for this task. 


Community and neighborhood panel 


Membership.—Made up of representatives of civic council members 
with a citywide representation. 

Area of panel.— 

1. That efforts be made, especially in blighted areas, to get more 
of the local citizens to become identifield with the civic council in their 
rei 1; and that these councils develop a deeper sense of responsibility 

for r the youth of the community. 

The organization of smaller neighborhood councils for youth 
covering an area of four city blocks. Leaders of these smaller groups 
would provide members on a local level for the larger civic councils. 

That community planning groups be informed through these 
councils of material available that has been developed by national 
youth serving organization. Such material can make citizen partici- 
p: ve more effective in many communities. 

Efforts be made to obtain strong, sound leadership at each of the 
soe Sal levels. 

Encourage close cooperation with police, particularly in blighted 
areas, so that delinquency producing agencies might be curtailed or 
eliminated. 

That studies be made in cooperation with the board of education 
as to the availability of school facilities after school hours in those 
communities that lack adequate provision for recreational activities. 
Home panel 

Membership —PTA’s, women’s clubs. 

Area of panel.—Distribution of publication for the use of parents in 
the home, guiding them in parent-child relationships and in home 
building. Cooperation with religious groups to think out the whole 
subject and prepare vitally needed and suitable material. 

Local churches be urged to implement their plans for counseling on 
family problems and family-church relationships through the organi- 
zation of youth-adult groups to study and explore family life situa- 
tions which have resulted in happy, wholesome, well-adjusted living. 

Explore the area of the teaching of social hygiene through the home, 
church, and school. 


Police panel 


Membership.—Commissioner of police, sheriff, members of police 


departments of city and county, and lay members. 
oe of panel.—Police work with youth. 
For too long a time the role of law enforcement has been rele- 
vee to the background in the problem of juvenile delinquency. 
Through this panel an understanding of the role of law enforcement 
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can be disseminated to all groups having contact with youth and juve- 
nile delinquents. 

2. Law enforcement recognizes it is far more important to prevent 
crime than to detect a committed crime and is in the most logical 
position to prevent crime because— 

(1) It has the best knowledge of the extent, fluctuations, and 
trends in crime; 
(2) It is best acquainted with the focal points of crime in 
various communities; 
te Its forces are widely deployed on a 24-hour-a-day basis; 
4) It invariably has the first knowledge of delinquency on the 
part of children ; 
(5) It is in the best position to detect and identify individuals 
and conditions contributing to juvenile delinquency. 
Through cooperation with other panels in all fields a very effective 
force could be brought to bear to eliminate areas and conditions 
that cause delinquency. A resulting saving in law-enforcement man- 
hours could be made by bringing the resources of the community to 
the assistance of law-enforcement agencies. 


Recreation panel 

Membership.—Commissioner, recreation and park personnel, lay 
members. 

Area of panel.—i. A wide-range study of recreation facilities in 
city and county with a focus on informing citizens of the many recrea- 
tional facilities available and enlisting youth of the community in 
recreational programs, 


Juvenile court panel and detention facilities panel 
Membership—Judge of court, probation officers, lay members, bar 


members. 
Area of panel.—To be worked out by panel. 


School panel 
Membership—Superintendent of education, school principals, 


teachers, PTA members. 
Area of panel.—To be worked out by panel. 


Treatment resources panel 

Membership.—Health department, welfare department, probation, 
social agencies, medical association and similar organizations. 

Area of panel.—To be worked out by panel. 


Civic club panel 

Membership.—Representatives of all civic, social, fraternal and vet- 
eran organizations. 

Area of panel.—Study whereby youth programs of these clubs and 
organizations can be more universally made available to the full 
community and coordination of the activities of these organizations. 


Youth serving panel 

Membership —YMCA, YWCA, YHMA, CYO, Boy Scouts, Girl 
Scouts, etc. 

Area of panel.—Same as civic club panel. 
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Resource panel 


Membership.—One member from each panel under youth commis- 
sion. 

Area of panel.—To collect and study information available from 
National, State, and local groups on dealing with youth and juvenile 
delinquency. 

To secure the services of personnel from public and private agen- 
cies to assist in setting up a comprehensive program. 

After such a commission is appointed it is obvious before an organ- 
ization as complete as the one described above can function purpose- 
fully, there will need to be a paid staff who are trained and experienced 
in youth work. In the organizing period, much can be done with 
volunteer personnel. However, eventually the effectiveness of a 
youth commission will depend to a large extent on the caliber of the 
the staff employed by the commission. 


Rouse or Famity SERVICES IN PREVENTING AND DEALING WITH 
JUVENILE DELINQUENCY 


If society is to achieve any really effective curtailment of law vio- 
lation, it must come largely through the medium of the family since it 
is there that the attitudes and conduct are bred, one of which antisocial 
lives develop. 

While other social institutions may contribute much toward im- 
provement of human adaptation, their effectiveness is predicated 
largely upon their being channeled through the family system. Thus, 
for example, alterations through the church and the school promise too 
little effect upon personal adjustment unless they function through 
or with the cooperation of the family. Consideration should 
given to certain factors inherent in the family that are important to 
the prevention of delinquency. 

Better children can come only from better parents. There is not 
much that can be done en masse for children already badly malad- 
justed. Successful parenthood begins before the child is conceived, 
even before marriage itself. It is dependent upon two prerequisites : 
A good, sound selective process in marriage, and mainly the prepara- 
tion for marriage that ea come Seo the life history of each 
mate in his or her maturity, in his adolescence, but even more, in his 
childhood and his parents. Forcing the issue back from one genera- 
tion of mismated parents, to their own mismated parents, offers a 
pessimistic outlook. Even worse are the complexities and conflicts 
of broken society which appear to have generated increasingly dis- 
turbed parents and to have aggravated the maladjustments of their 
children. Fortunately, some improvement from generation to genera- 
tion is possible. 

The children of parents who are disturbed, insecure, neurotic, and 
badly mated may nevertheless be spared some of the psychic injuries 
to which these parents have been exposed. More healthy attitudes, 
smoother group-adjustments, and more careful mate selection may 
be scoured even by mismated parents. If they have been able, in 
addition, to give the child consistent, wholesome affection and control, 
the prognosis is even better. Today the parents may themselves find 
a measure of improved adjustment through psychological therapy or 
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etc., with correspondingly more serious injury to the public, including 
better parents. 

Education, premarital counseling, and family guidance provide no 
perfect substitute for marital adjustment based upon a substantial 
mutuality, but they can be guideposts for the pitfalls, and can allevi- 
ate extremes of maladjustment and thereby facilitate harmonious 
relationships where possible. Society should, and can, reduce the 
incidence of bad matings, improve the quality of good ones, and deal 
with the problems of those emotionally unsuited for the responsibili- 
ties of parenthood. As parents umprove in their role, so as a rule do 
their children. The adjusted child who is adequately cared for by 
understanding parents does not become delinquent. This is not to 
infer, or to suggest, that formal rationalistic devices can serve as an 
acceptable substitute for good marriages between well-adjusted and 
compatible personalities. It should be emphasized that man moves 
only slowly and gradually toward a social organization wherein the 
personal relations would be normally and usu: ally harmonious. Pro- 
phylactic and remedial measures, therefore, are necessary. 

Increasing recognition of the significance of the family’s vital rela- 
tionship to delinquency has stimulated various approaches designed to 
meet the problem through the parents. ‘These approaches have not 
always been based on sound premises. A futile expression repeated 
over and over during the hearings held by the subcommittee has been 
that of attributing b lame for the child’s behavior to those responsible 
for his care. In many jurisdictions an official authorization for this 
view may be found in statutes permitting the criminal conviction of 

yarents as legally responsible for delinquency in their offspring. This 
sea encouraged the easy imputation of bla ume to them regardless of how 
unsound the moralistic and ther apeutic implications are in such a 
practice. This has led to the setting up s some communities of 
parental schools to which errant elders ‘might be sent for some measure 
of compulsory education in parenthood. Tt has been generally agreed 
that this approach has been no more successful than could have been 
expected. It has resulted in intensifying the guilt feelings of those 
whose offspring have gone astray. Attempting, forcefully, to incul- 

‘ate a program of parent education is not a sound approach, either 
psychologically or pedagogically. At various times and at different 
places, fines, probationary restrictions, and even jail sentences have 
been imposed upon parents deemed to have contributed to their chil- 
dren’s delinquency. Such punishment of parents, regardless of what 
other results it might determine, certainly will not promote either 
sound parenthood or desirable family attit udes. 

Contrasting with this harsh moralistic and punitive attack, a really 
constructive approach to the problem comes from an increasingly 
effective family social work—the goal being to strengthen family 
life through assisting individuals and family units insofar as possible 
to improve the circumstances essential to wholesome family living. 
Private agencies, sectarian and nonsectarian, and governmental agen- 
cies, chiefly departments of public welfare, contribute to this work. 
Many of them today, especially in cities of moderate size, merge child 
welfare services with their family casework for more completely 
integrated assistance. These agenc ins have come to recognize the 
significance of personality maladjustments in a family breakdown. 
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private agencies especially have extended their specialization in 
psychiatric casework. This has occurred to a limited extent in public 
agencies. However, there is still inadequate utilization of casework 
aid in the resolution of family problems due to unfavorable imflu- 
ences resulting from certain concepts of family pride. Education is 
the prime requisite in this area but the process will be slow because 
of the dearth of trained workers to carry the load of cases the social 
agencies must support even now. 

In relation to its broader function of improving the basic condi- 
tions of family living generally, family social work has been less 
successful because of the scope of its more immediate responsibility to 
help those already in trouble. Programs in education for family life 
would be particularly useful, as the Family Service Association of 
America has already emphasized, but the little that has been done thus- 
far in this direction is inadequate. Large family agencies often par- 
ticipate, however, in efforts to secure legislation designed to improve 
the social and economic circumstances of family living. 

Family counseling, which is carried on in large part by the estab- 
lished social agencies but which is also coming to be practiced increas- 
ingly by individual practitioners and clinics, offers much promise 
and some dangers.® In an area where the divorce rates alone are a 
sufficient indication of the widespread need for help, trained and 
specialized skills specifically on the medical, emotional, and broader 
psychological requirements of the family can help to resolve difficul- 
ties before they become too serious. Provisions should be available 
in the community for the individual who feels the need for advice 
about his family relationships. Such facilities should be competent, 
of course. Traditionally, much of this advisory function, when per- 
formed at all, has been done informally by family physicians, attor- 
neys, ministers, or friends. It hardly need be said that none of these 
roles taken by itself gives any assurance of qualification to deal 
with the often subtle, profound, and technical problems involved in 
the family pathology. Today, through specialized skills, where this 
work is being developed and counseling bureaus are being established, 
adequate professional services are still not available in many com- 
munities. Unfortunately, too, the guidance of family relationships 

rovides a rich area for exploitation by charlatans and quacks. It 
is for this reason that various professional groups, for example, State 
psychological associations, are promoting the passage of suitable 
legislation designed to protect the public’s interest. 

Most of the specific traits of the families of delinquents to which 
much weight has been attached are actually secondary qualities. A 
broken home is important to the child adjustment to be sure, but 
chiefly because of the underlying motives for its break. The dishar- 
mony that has passed the endurance of the mates may prove the 
undoing of their children as well, and divorce or desertion are mainly 
symptomatic rather than causal of their plight. Even domestic con- 
flict itself is not the most basic fault in the problem of conduct of 
children but rather the mismating in parenthood of incompatible 
personalities. Family strife may be a matter of immediate signifi- 
cance to the child’s unhappiness and his conduct. But characteris- 


% See Hahn, Milton E., and MacLean, Malcolm §., Counseling Psychology. New York: 
McGraw-Hill Book Co., Inc., 1955, 302 pp. 
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tically, if there is a solid bond of affection between parents, which is 
extended to their children, sporadic and even rather intense conflict 
may pass without too great significance for their children’s behavior. 

Similarly, disciplinary patterns and even alcoholism and other 
problems may assume some importance of their own through the 
imitative habits of their offspring. However, the essential influence 
in each is generally the inadequate substructure of the parental per- 
sonalities and relationships from which flows the failure to provide 
children the security and stability which they need for adjustment. 
The emotional atmosphere, the hostilities, and the inadequacies ex- 
pressed in the parent-child relationships do greater injury to the child 
than do his physical hurts. From a preventive point of view, then, it 
seems clear that the greatest hope for discouraging delinquency lies 
in efforts to improve the quality and harmony of the family system. 
No other class of changes could be so meaningful for the diminution 
of maladjustments, yet so difficult to achieve. Substantial change 
would mean a greater sacrifice of self-interest, of immediate pleasures, 
of the incessant seeking after economic sy mbols of achievement so 
characteristic of modern man. 

The importance of the emotional health of the parents of our de- 
linquent children has not been sufficiently emphasized, in the opinion 
of the subcommittee. We fully agree that the well-known economic 
and social stresses have a serious impact upon the family life. How- 
ever, we have been impressed by the frequent presence of mild to 
severe personality problems in the parents which require assistance 
from psychiatric and social agencies before these parents can provide 
their youngsters with the emotional support and guidance necessary 
to promote social adaptation in the young child. If we recall that the 
criminologists tell us that each criminal career costs society $30,000, 
the economic and social good sense of reaching out to the : antisocial 
child in the early grades and to his family seems obvious. These 
facts make it imperative that our planning for delinquency preven- 
tion include adequate provision for study and treatment of the pre- 
delinquent youngster and his family. Psychiatrists have noted in 
their cases quite frequently that if an individual child in the family 
of 6 of 7 children commits a delinquent act, he is taken out of juvenile 
court and his parents have to pay $400 or $500 to take care of the 
damage. By this act this child, of course, has deprived the family of 
some of their needs; he has deprived them of money which should be 
distributed to the other children in the family, and a very definite and 
drastic change in the parents’ concept of this particular delinquent 
child will be the result. In other words, then, there has been created a 
situation where the parents may give the child who needs more love 
perhaps, even less and less. He becomes the scapegoat. He has de- 
prived not only the parents of this money; he has also taken it from 
the other members of the family. The other members of the family 
may accordingly make this child the pariah of the group, and again 
there will be the tendenc *y unless the situation is studied and under- 
stood of compounding the felony of parental rejection that was al- 
ready there in the first place. To take $400 or $500 from a family 
living in an exclusive suburb is one thing; to take the same amount 
from a family living in a depressed area of our large cities is quite 
another. Certainly in the latter case, family repercussions will follow. 
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More Basic Researcu ts Neepep In Benaviorat Proptems 


The insistent demands for immediate action programs to prevent 
and treat juvenile delinquency should not obscure the equally impor- 
tant need for long-range, fundamental research on the nature of man 
and society. Research provides the necessary basic knowledge con- 
cerning human social behavior upon which rational, effective action 
programs must be based. In the course of its deliberations, the sub- 
committee was impressed time and time again with the serious gaps in 
our knowledge of the fundamental mechanisms of human behavior in 
society. Such knowledge is as essential for a far-reaching solution 
of juvenile delinquency as it is to other pressing social problems. The 
subcommittee, therefore, believes that the encouragement of basic 
research in the social sciences must be an essential feature of any 
systematic program designed to meet the problems created by delin- 
quent behavior. 

Many expert witnesses before this subcommittee have reported on 
rarious phases of research findings to date. In the testimony some 
solid facts have been combined with interesting speculations and re- 
vealing insights. But much remains to be known. The intricate web 
of interrelationships among home environment, parent-child rela- 
tionships, community facilities, personality structure, broken homes, 
intergroup relations, school curricula, religious and spiritual values, 
and the contents of the mass media of communication has been noted. 
The exact nature and deeper meaning of these relationships, how- 
ever, still remains to be unraveled. 

Do disturbed children tend to watch television more than nondis- 
turbed children? What does this mean in terms of the future behavior 
of the child? What are the basic personality characteristics and 
family environments of nondelinquent children brought up in dis- 
organized and undesirable neighborhoods? Do comic books reinforce, 
discourage, or encourage antisocial behavior? Before we can begin 
to probe thoroughly such questions, we must know a great deal more 
about the nature of human beings, the course of personality develop- 
ment, and the social and cultural processes that shape and direct 
human behavior. Basic research can do much in helping us discover 
and define the general patterns of human social behavior, and thus 
establish the larger contexts in terms of which the mosaic of questions 
arising from specific social problems will be seen in proper perspective. 

Research plays a particularly important role in the attack upon 
social problems. It permits the formulation of hypotheses that, can 
be tested and verified by experiments and systematic observations. 
It leads to the removal of a body of knowledge from the realm of 
speculation and subjective opinion, in which each individual deems 
himself to be an expert, to the realm of assured and demonstrated 
fact. It substitutes proof for unwarranted assertions. For example, 
only well-designed research can provide a sound basis for evaluating 
the controversial allegations about the impact of television and comic 
books and other mass media upon the study habits and behavior of 
children and youths. 

Research is also needed to provide hypotheses and guidelines in 
terms of which practical demonstration programs in juvenile delin- 
quency can be organized and evaluated. Thus, proposed school- 
community experimental programs for the reduction of delinquency 
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require basic research to find the postulates for the foundation upon 
which such programs can be planned and administered. 

Likewise, research is essential in broadening and deepening our 
understanding of man’s hopes, desires, and aspirations and our know]l- 
edge of the social processes by which human ideals can be achieved. 
Man has achieved mastery over nature, but now needs more than 
ever the fundamental knowledge about his own nature and his family 
and community relationships which will permit him to achieve 
mastery of himself. This much is axiomatic. 

In this connection, the subcommittee has, on several occasions, 
recommended that the research support and fellowship programs of 
the National Science Foundation be broadened to include support of 
basic research and education in the social sciences. That recommenda- 
tion is reemphasized. The importance of utilizing scientific methods 
in the study of human social behavior is recognized by all who have 
given thought and study to the problem. 

The subcommittee strongly recommends that ample funds be made 
available for the next fiscal year to permit the National Science 
Foundation to embark upon a program of social-science support on 
a reasonable scale. The Foundation already possesses legislative 
authority to undertake programs in the social-science fields. The 
subcommittee believes that such a program would clearly be in the 
national interest and would provide for meeting an important na- 
tional need. 

The subcommittee also recognizes that other Federal and non- 
Federal agencies and groups are interested in problems found in, or 
related to, this general area. While these agencies and groups are 
already supporting research, the subcommittee hopes that further 
encouragement will be given them as they make their contributions 


to our knowledge of human behavior. 


VI. GIVING PERSPECTIVE TO FACTORS CONSIDERED 
IMPORTANT IN THE DELINQUENCY PICTURE 


VANDALISM ConsIDERED A Masor Prostem Durine SUBCOMMITTEE 
HEARINGS 


Studies of the complaints made by citizens and public officials re- 
veal that hardly any property is safe from the form of aggressive be- 
havior known as vandalism. Schools are often the object of attack 
by vandals. Windows are broken; records, books, desks, typewriters, 
supplies, and other equipment are stolen or destroyed. Public prop- 
erty of all types appears to offer peculiar allurement to children bent 
on destruction. Parks, playgrounds, highway signs, and markers fre- 
quently are defaced or destroyed. Trees, shrubs, flowers, benches, and 
other equipment suffer in like manner. Autoists are constantly re- 
porting the slashing or releasing of air from tires, broken windows, 
stolen accessories. Golf clubs complain that benches, markers, flags, 
even expensive and difficult-to-replace putting greens are defaced, 
broken, or uprooted. Libraries report the theft and destruction of 
books and other equipment. Railroads complain of and demand pro- 
tection from the destruction of freight-car seals, theft of property, 
willful and deliberate throwing of stones at passenger car windows, 
tampering with rails and switches. Vacant houses are always the par- 
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icular delight of children seeking outlets for destructive instincts; 
wahows ie broken, plumbing and hardware stolen, destroyed, or 
rendered unusable. Gasoline operators report pumps and other serv- 
ice equipment stolen, broken, or destroyed. Theater managers, fre- 
quently in the “better” neighborhoods, complain of the slashing of 
seats, willful damaging of toilet facilities, even the burning of rugs, 
carpets, etc. : 
vidence is clear that the list runs the whole gamut of community 
life; the problem is widespread; the behavior symptomatic of under- 
lying social attitudes and conditions of worldwide dimension. 
do children behave in this manner? Examination of child 
vandals frequently reveals three factors. It is either a form of pro- 
test, an explosion of suppressed resentment, or the release of feelings 
of aggression by children who, given a large measure of freedom in 
an atmosphere of violence and destruction, are unable to control their 
impulses because they lack the quality of self-discipline. 

Vandalism, like other types of pathological behavior, represents an 
outlet for aggression and feelings that have not been solved in a 
healthy or acceptable manner. It is usually an expression of deep un- 
rest and a need to react with destruction of propery or a creation of 
unhappiness in order to lessen the feelings of unrest. It is a safe way 
for those who fear retaliation or discovery to express their aggression 
through acting out. 

In the cases that are studied in a clinic one rarely fails to find evi- 
dence of deep emotional conflict with a feeling of inferiority and frus- 
tration and a need to punish others to get even for real or fancied of- 
fenses against them. The amount of maliciousness and hostility ex- 

ressed in the vandalism is an index to the degree such individuals 
eel they have been imposed upon and offended. 

Much of what is called vandalism may actually grow out of family 
attitudes toward property. A boy or girl who grows up in a family 
of low economic status, where survival itself may be difficult because 
of the uncertain employment of one or both parents, may have a dif- 
ferent set of standards about both the Sanh and the cost of things 
than a boy or girl in a family of middle economic class, where the need 
to respect property, as a mark of social status, may be ingrained early. 

Children from wealthy families, on the other hand, may have little 
respect for property because it is economically easy to replace. In 
any of these situations, if the child feels the world is against him, 
rather than for him, he might be able to justify an act or acts of 
vandalism, committed either alone or as a gang member. 

Many times it is with the perversion of the normal adolescent 
longing to belong that we need to be concerned about vandalism. A 
boy or girl may feel that he is not understood, that he is being un- 
justly treated. In his resentment, he may only move to destroy 
property himself, rather than take out his resentment against people. 
He may encourage, lead, and, if necessary, cajole his contemporaries 
to join him in destructive acts. The leader may work off his destruc- 
tive feelings in the process. The contagion of gang action may make 
those who follow his example go to much greater lengths of destruc- 
tion than they had contemplated in the beginning. 

Vandalism, like other evidences of rae justment, is a mental- 
hygiene problem. It has its roots in the individual, in the home, 
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and in the community, and like other social problems will not lessen 
or be eliminated unless the causes that produce it are adequately met. 
The amount of vandalism that formerly occurred on Halloween has 
been greatly lessened in those communities which have provided 
healthy outlets of fun and aggression for the young seve of the 
community. 

PLACING RESPONSIBILITY ON YOUNG PEOPLE 


Some people feel that placing the responsibility squarely upon the 
youth who commits the act and promptly imposing the proper penalty 
may go far to arrest the nonchalance and indifference to consequences 
exhibited by juveniles. The difficulty lies in selecting the proper 
penalty. For one juvenile a well-timed, well-placed ‘boot may be 
effective. For another such a penalty may be disastrous. Thus, 
parents and other adults concerned and charged with handling ju- 
veniles must have some reasonable understanding of the juvenile and 
his problem as he sees it, or as he fails to see it, in terms of the com- 
munity in which he lives. 

These people feel, however, that in any event, such a prescription 
should be based upon incontrovertible evidence that such juveniles are 
not subnormal or abnormal. They are convinced that the overwhelm- 
ing majority of vandals are as normal and as intelligent and resource- 
ful as juveniles who find socially acceptable means of solving the 
problems that are an inherent part of the very trying process of 
growing up. 


ONE CITY’S METHOD OF ATTACKING THE VANDALISM PROBLEM 


Many people concerned with the problem of vandalism have ap- 
peared before the subcommittee. One of the most successful and 
comprehensive attacks on the problem took place in Boston, Mass. 
In September 1952, the Civic Association of the City of Boston held 
a meeting to consider what could be done to reduce the amount of 
vandalism in the city. Records indicated that public and private 
property was being destroyed or damaged to an hatte extent. It 
was agreed that the number of young people responsible for these 
depredations represented not more than 2 percent of the youth of the 
city. With 98 percent of the children law abiding, the association 
felt that the time had come to do something to make the small minority 
show proper respect for the property of “others. It was determined 
that the vandals could be roughly distributed into four groups. These 
included: (1) Mentally subnormal youngsters—the treatment of these 
belonging to the psychiatric field; (2) accidental vandalism, usually 
the result of carelessness; (3) youngsters who commit vandalism for 
reasons of resentment; and (4) the large majority of vandalistic acts 
being committed to gain recognition, or just for the pleasure or ex- 
citement derived. It was decided that with the last group particu- 
larly, definite progress could be made. 

Accordingly, the association petitioned the superintendent of the 
Boston public schools to appoint a committee to combat vandalism. 
It was logical that the school department take over the project because 
the majority of vandalism took the form of broken windows in public 
schools. The following plan of procedure was adopted: The Boston 
newspapers were contacted and pledged their cooperation, several 
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editorials being published at various intervals. It was felt by the 
vandalism committee that the cooperation of the press made a great 
contribution to the program. ‘The local radio and television stations 
also sponsored several programs dealing with vandalism. The various 
religious groups also cooperated through their youth organizations. 
Most important of all, the various school principals enlisted the help 
of their classroom teachers in this program. Lectures were given by 
carefully chosen and forceful orators whom children could readily 
identify with or who would supposedly have much prestige with the 
schoolchildren. As a result of the citywide program, the cost of van- 
dalism in the city of Boston was rapidly declining. A comparison 
between the first 6 months of 1953 and the corresponding period in 
1952 indicated a savings of 20 percent was achieved. More recent 
figures for the total year of 1953 show a decrease of 21 percent over 
the cor responding period of 1952. The cases of breaking and enter- 

ing public schools and resulting vandalism was reduced from 78 cases 
in 1952 to 22 cases in 1953. This program, however, is not viewed as 
a temporary situation, but as a long-range program requiring con- 
tinuing effort for several years. However, , the time, effort, and money 
required to continue such an endeavor when viewed in the perspective 

of a 20-percent or more reduction in vandalism indicates a great gain 
in the final analysis of the total amount of expenditures usually 
resulting from juvenile vandalism. 

Another group of people vitally concerned with young vandals are 
those in charge of our national and local parks. Park administrators 
throughout the Nation believe youth-centered programs to achieve 

opular appreciation and understanding of park values not only make 
both youth and adult park patrons more conscious of their responsi- 
bility for the proper care and use of these public spaces and facilities, 
but also make them conscious of their responsibilities as citizens. In 
cities where such programs are energetically pursued, damage by 
juveniles diminishes, despite the fact that population trends and the 
use of park facilities are increasing. The suggested media which have 
proven most successful in reaching children are: Illustrated school 
assembly talks, conducted nature- study trips in the parks, junior nat- 
uralist training courses, work with boys’ clubs, the Scouts, and in- 
training programs for teachers, youth leaders, and park police. In 
one city, each public and parochial school books two assembly talks 
each year describing the natural and human history of the park system. 
These talks, presented by park naturalists and park historians, stress 
the significance of park areas, knowledge of natural features, and 
the human history which transpired within them. Complementing 
this school program are conducted trips of organized groups of chil- 
dren into the parks under the guidance of a park naturalist or a park 
historian. The natural features of the area, including plant and 
animal life and geographical formations and their importance to their 
community, are ‘subjects covered in the tours under the direction of a 
park naturalist. Park administrators over the Nation believe that 
programs of this type will create large bodies of beneficial park users 
whose sense of proprietorship will afford an effective curb upon de- 
structive activities and potential vandals. They urge that such pro- 
grams be given greater emphasis as a constructive approach to juve- 
nile problems which are rec eiving such widespread attention at this 
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time. The cost of such a program is infinitesimal compared to the 
cost of police protection and the operation of correctional institutions. 
The American Institute of Park Executives strongly urges that Fed- 
eral, State, city, and county government bodies support their park 
authorities in their efforts to combat juvenile delinquency through the 
provision of adequate recreational and educational programs. The 
modest expenditures necessary will pay dividends in reduced 
vandalism. 

With regard to the particular type of behavior under consideration, 
that is, vandalism, many cities seem to have faced this problem in our 
investigations throughout the United States. One of the most efficient 
methods for combating vandalism that the subcommittee has seen 
throughout the country is an organization made up of juveniles spon- 
sored by adults who themselves act as patrols to ward off any acts 
of vandalism which they may see. Young people seem to be eager 
and willing to partake in this endeavor whereby they are given a 
valuable function to perform in the community from which they 
derive recognition and a feeling of accomplishment. The city of 
Denver, Colo., Boston, Mass., and several agencies in the city of Wash- 
ington, D. C, have had .experiences with this type of juvenile organ- 
ization. They have all proved to be successful and greatly reduced 
vandalism, many times eradicating it. 

In summary, therefore, it might be stated that the best defense 
against the wanton destruction of property lies in the opportunity to 
provide meaningful status for youth in such subgroups as his family, 
his club, or his close friends, to tide him over that period when he 
cannot be granted self-determining status in society as a whole. 

In looking over the literature on vandalism, one can only assume 
that the psychiatrists and sociologists who write on delinquency have 
not considered vandalism as a unique problem meriting special analy- 
sis. The members of the subcommittee would like to propose that such 
an analysis become a priority project for some truly responsibile re- 
search agency. 

In closing this section, the subcommittee would like to make a few 
observations on one of the more popular remedies for vandalism in- 
augurated by many cities. That is, the passage of a curfew law. 

Of all the professional witnesses from the fields of criminology and 
psychology heard by the subcommittee, and their number is in the 
hundreds, not one advocated the use of a curfew to prevent juvenile 
delinquency. In fact, any mention made by these people of the cur- 
few was that this was, to say the least, a negative approach to solving 
the problem of delinquency. 

Although the punitive approach to delinquency and crime has 
generally proven to be a failure over the past 200 or 300 years, when 
the public conscience is aroused over the problem, righteous indigna- 
tion arises which results in demands for “woodshed” treatment, cur- 
fews and “get tough” campaigns. This creates a real dilemma for 
the earnest people who are striving to inaugurate positive measures 
to reduce their delinquency problem. 

Students of the problem who appeared before the subcommittee 
have stated that delinquency of a gang nature is many times a revolt 
on the part of youngsters against authority. They feel that the addi- 
tion of a curfew is just another law for these youngsters to break, and 
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it may, indeed, instigate a few into delinquencies that may have other- 
wise not been committed. Not only does the curfew offer the delin- 
quent merely another principle of authority to break, but it infringes 
on the civil liberties of those nondelinquents who, by the mere factor 
of their age, must answer to police authority. 

An indication of the efficacy of the curfew law was exhibited 
during the subcommittee’s hearing in a large midwestern city. The 
captain of the juvenile division of the police department testified that 
the curfew law which existed in his city had very definitely helped 
in his fight against juvenile delinquency. However, the captain 
admitted that during the year of 1953, a year in which the curfew was 
in effect, juvenile delinquency had increased by 11 percent. Exactly 
what part the curfew played in this increase is difficult to determine. 
Whether the rise would have been greater or less had the curfew 
not been in existence is an imponderable which probably could not 
be answered. However, this increase was as much or greater than 
that of cities of similar size throughout the United States. 

While several police chiefs who testified before the subcommittee 
felt that the inauguration of a curfew has helped reduce their delin- 
quency problem, they did not produce any statistics which would 
validate their statements. Included in the delinquency statistics of 
1 large city were 101 cases of delinquency where the only offense 
was a violation of the curfew. Here we have 101 children with a court 
record simply because they could not satisfactorily explain their 
presence outside of their homes after a certain hour. 

Mrs. Phyllis Stancel O’Kelly, corresponding secretary, Virginia 
State Federation of Colored Women’s Clubs, commented on this 
situation when she said: 


Now that the behavior of our children and youth is a 
national scandal, we are inclined to saddle them with criminal 
intent and straightway place criminal responsibility wpon 
children and youth. Disregarding our progress in the field 
of delinquency, we appear to be entertaining notions that, 
regardless of age, a deterrent to juvenile delinquency would 
be a return to criminal procedures and punishment for crim- 
inal acts. * * * 

The national association will deplore and oppose any move- 
ment in this country to ascribe adult status to juveniles by re- 
placing protective procedures with criminal procedures in 
meeting the present emergency. 


In commenting on the present efforts of many well-intentioned 
but uninformed laymen to fight juvenile delinquency, Hon. Thomas B. 
Gill, presiding judge, juvenile court, State of Connecticut, Hartford, 
Conn., who referred to the average person’s on-the-street attitude 
toward measures which would prevent delinquency, stated: 


They know something ought to be done and, in their frus- 
tration, they dredgeup * * * obviousanswers. It is just like 
communities turning to curfews and a lot of these police 
measures as a matter of desperation—a last-minute play. 


It has been the experience of workers in the field of delinquency 
that the negative and repressive aspects of ordinary police work are 
often carried much farther than mere censorship, curfew, roundup, 
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ete., with correspondingly more serious injury to the public, including 
the child and his attitudes and relationships to authority. Inevi- 
tably excessive force nullifies any advantages the police enjoy in 
maintaining good relationships with the children. Another negative 
effect of police prevention is the hostilities that are engendered in 
their repressive approach. Even when the police avowedly want to 
indulge in practices such as curfews, only to gain the cooperation of 
the parents in combating delinquency, the authoritarian vortex of 
such coordination would seem to spell the almost inevitable defeat 
of such efforts as may be put forth. 

In reviewing the evidence gathered by the subcommittee, it was 
found that the following difficulties are encountered when a curfew 
is inaugurated : 

(1) The curfew law is difficult to enforce. Successful evasion may 
lead the young person to have a contempt for law and to disregard 
other laws. 

(2) Four factors render such laws particularly difficult to enforce : 
Difficulty of determining ages, shortage of police personnel, reluctance 
of police to add “nursemaid” responsibilities to their already heavy 
load, and lack of temporary detention facilities. 

(3) Careless or indifferent parents are given one more excuse for 
failing in their duties. Instead of accepting some responsibility for 
their own offspring, they say, “Why don’t the police get on the job?” 

(4) Strictly enforced curfew laws may drive young people to trans- 
fer their activities to worse surroundings outside the city limits or 
inside some building within the city. 

(5) They will be obeyed by those who need them least and evaded 
by those who need them most. 


ECONOMIC NEED AND “SLUM” AREAS 


Juvenile delinquency occurs in every socioeconomic group, or every 
social echelon as far as material wealth and material goods are con- 
cerned. There are many, of course, who stress that the socioeconomic 
factors are the important ones. But for almost every case where you 
can demonstrate a socioeconomic depression in the area where a child 
lives, you can find a child comparable to that coming from the suburbs 
of your large cities who commits the same acts, who is surrounded not 
only by the necessities of childlife, but by the luxuries of them. You 
can go beyond that point and on the same street, pick out a boy who 
has been subjected to the same substandard socioeconomic life and he 
does not commit a juvenile delinquent act. 

During the subcommittee’s initial hearings, Juvenile Court Judge 
Harry A. Lindeman was asked what percentage of a number of his 
cases came from slum areas. He replied: 


I would say a little less than two-thirds, about. two-thirds, 
but not quite. I had some of the finest types of homes 
represented. 

In one of these fine homes, the mother and father were not 
delinquent parents, or even inadequate, but they could not 
understand a child whom they repressed. They were pos- 
sessive of the child and they were hurting his personality so 
that he was simply expressing himself in antisocial conduct. 
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Of course, they were aghast, their neighbors were aghast, 
that little Johnnie should all of a sudden find himself repeat- 
edly getting into trouble. 

They come from every economic status, and while we say 
that the majority yesterday came from poor homes, not neces- 
sarily poor. 

One of the problems is that some of the parents earning $80, 
$90, and even $100 a week, are still living in cold-water flats 
paying $30 a month. They need education. They will not 
get themselves out of a situation and then they blame it on 
the fact that they cannot find good housing. A good many of 
them just will not look for good housing. They are making 
good money. 

You might say that they at one time were in the lower 
economic group, but no longer are they. But they have not 
been educated to look for the finer things of life, or to pro- 
vide it for their own children. 

So they are asking the community services to substitute for 
them, and that, of course, is a matter of education. 


An analysis of 486 Wisconsin prisoners made by John L. Gillin 
indicated that factors other than need are important. Economic 
adversity, according to Gillin and his assistants, explained the per- 
sonality disintegration of only a few of the men. Most of them had 
been demoralized by mental attitudes of defeatism, negativism, and 
inferiority. The economic situation provided a precipitating crisis 
which they were unable to meet. 

Many people have misinterpreted the concept of wants or needs 
which cannot be satisfied in the home but otherwise satisfiable, as 
economic factors in the causing of delinquency. It might be fortunate 
if this were so. However, it should be pointed out that the economic 
structure is relatively new in man’s development, that it is a con- 
venience, a relatively crude projection of an attempt to maintain order 
instead of to kill, and a relatively crude way of not carrying all of one’s 
wares on one’s back. Eventually in all ages and all systems it is proven 
inadequate to control violent outbursts in men while it is used as a 
necessary instrument to express omnipotence. Were it not for the 
economic system this omnipotent need would express itself presently 
in some other form. It is only necessary to listen to social groups 
and bodies of learned men in discussion to see that the same problems 
arise where no money is involved. The economic system is not the 
cause of crime, but it is the reason many times why poor people are 
the ones found in prison. Crime in every form, from homicide to 
petty larceny, exists among the wealthiest and the poorest. Larceny 
committed by a person in the higher income bracket becomes klepto- 
mania. However, the impulse in both rich and poor is the same. 
If, however, one begins with the approach that the economic system 
is all important in causation of crime, then if you have money and 
steal nevertheless the case is kleptomania. It has not yet become obvi- 
ous that if a criminal had accumulated a large sum of money, he would 
stop his practices if he were a sensible human being. He also must be 
suffering from a mania if he continues to steal. In both rich and poor 
the impulse to steal and kill is alike. What is called a murder in the 
slums is called a crime of passion or honor in the elite section of the 
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city. The outward complexion of the crime is what the individual 
happens to be busy with, but the impulsive behavior is the same. 

Whereas the causes of crime have very little, if anything, to do with 
the economic system, it is most certain that the economic system has a 
lot to do with who is going to be punished for the crimes that are com- 
mitted. In our society, time and money are equated. Time and money 
efface and bury all sins. Considering the great number of people in 
the lower economic brackets, it does not take many violent crimes 
among people in the upper economic bracket to show the perfect sta- 
tistical counterpart. Nor does wealth mean education or culture. Nor 
is going to college the same thing as getting an education. Nor is the 
environment in a mansion necessarily less brutal than in a slum. Of 
course, in the slum all the members can hear about it. It seems that 
the fundamental idea of the problem of eradicating the causes of 
crime due to economic system alone is fatuous. For example, in a 
noneconomic system, the prison populations might be recruited from 
those with less prestige. It seems that prestige is acquired by some 
sort of vaccination and confers a certain immunity. 

In answer to the question of what is meant by a real need, by real 
need we mean what follows from the foregoing—a lack of real human 
personal warmth, understanding, encouragement, feeling, balanced 
firmness, limited emotional sweeps and suchlike. From the studies 
of the families of delinquents, it is seen that such qualities are no real 
part of the early environment of the criminal. 

If we define the term poverty in terms of a family’s command of 
economic goods and services, we have other evidence by which we can 
rule out poverty, per se, as casual. It is this: There is less poverty in 
the United States than any other great Nation of either the West or 
the East. Even our “underprivileged” groups are wealthy in com- 
parison with the standards of most other countries. If poverty is 
cause of delinquency, we should be singularly free of it in comparison 
with other nations. We are not. Obviously then, the quantity of 
goods and services that a family commands cannot, in itself, be causal. 
Furthermore, it is clear that earlier generations of Americans com- 
manded notably fewer goods and services than do the present genera- 
tion. Yet they weren’t all juvenile delinquents. That is to say, low 
social status and inability to satisfy psychological needs as well as 
most other Americans do are probably more basic than the actual 
economic’s goods themselves. 

Poverty and unemployment in the family have been the subject of 
much contention in regard to the relationship to delinquency and 
crime. A great part of the affirmative evidence adduced to show a 
close relationship is clearly distorted in interpretation, for example, 
evidence that convicts are frequently unemployed at the time of their 
crimes means many things other that an influence of poverty alone. 
(Theft as an occupation itself, personal irresponsibility, inadequate 
education and training, antisocial norms of conduct.) Poverty is re- 
lated to delinquency, but chiefly because along with subnormal eco- 
nomic circumstances go other elements in the training and experience 
of the child that themselves are more important in determining 
character, values, and reactions to the law : domestic conflict, delinquent 
gangs, poor education and recreational facilities, ready temptations to 
illegality—these are the more immediately operative elements. Poverty 
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or unemployment may stimulate individuals to widely diverse varieties 
of behavior ; the particular conduct in a given instance depends mainly 
on the conditioning circumstances of one’s character through home 
and neighborhood. Very rarely does hunger or cold turn the individu- 
al to theft in any simple or direct way. This is not to deny the sig- 
nificance of economic factors in the general and pervasive effects for 
underprivileged nurtures all those conditioning circumstances of 
home and neighborhood which are commonly found in the delinquency 
area. The economic influences are pivotal but they do not function in 
isolation as is shown most clearly by the fact that even in neighbor- 
hoods of concentrated delinquency and in homes marked by poverty 
and unemployment, most individuals are law-abiding. An improve- 
ment of the economic circumstances would be one effective prophylac- 
tic against the combination of conditions of which delinquency is 
often bred but in the absence of moralizing influences from home, 
neighborhood, school and church and that mental hygiene for those 
who are unadjusted in emotional conduct, a mere assurance of food, 
clothing and shelter has little significance for delinquency or crime. 
Conditions of prosperity alone do not, it would seem, conduce to the 
reduction of delinquency. On the contrary, evidence from careful 
research has indicated that rates of delinquency are highest in periods 
of extreme prosperity. John Otto Reinemann studied the relationship 
between iamaen and the business cycle in Philadelphia over a 
23-year period and concluded: (1) delinquency is of only average 
proportions during reasonably high prosperity; (2) delinquency is 
high during depression periods; (3) delinquency is low in periods of 
fairly normal economic development when there is neither prosperity 
nor a depression; (4) delinquency is highest during extreme pros- 
perity. 

Next to the family system, perhaps the economic institutions have 
received the greatest attention in their relationships to delinquency 
and its prevention. The concentration of delinquency as well as other 
disorganization in urban slums is taken to imate that successful pre- 
vention on a broad scale will require substantial changes within the 
economic order. The nature of the relationship between crime and 
poverty is far from clear, since most people are not criminals. More 
significant perhaps, rates of law violation are extremely low within 
societies with inferior economic conditions and extremely high in the 
United States which enjoys the highest standards of living in the 
human history, when in fact the rates have increased along with the 
improvement of real income. There appears to be no convincing evi- 
dence that the problems of personal and group maladjustment will be 
solved simply by the provision of economic security or of adequate 
living standards whatever change in content that phrase may have. 
It is not economic poverty in isolation but a group of interrelated fac- 
tors existing among a minority of the poor that lead them into trouble: 
inadequacy in homes, education, moral training, associations and rec- 
reation. These factors at least when they are combined with atti- 
tudes of hostility to authority and with a willingness to seek gain by 
methods legally and socially taboo, appear to be significant influences. 

There is good reason to believe, however, that the antisocial attitudes 
mentioned are the more important operative factors in antisocial 
behavior—and they are certainly not class limited. In fact, they may 
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well exist as commonly among people of adequate income who commit 
more sophisticated and subtle offenses and who are less iy eye ar- 
rested or convicted for their infractions of the code. One class differ- 
ence linked with the distribution of wealth is that among the poor, in 
general, individuals may feel they have less to lose in reputation if they 
are apprehended in delinquency; they respond less acutely to the 
sanctions of public disapproval, of the threatened criminal status, and 
of State penalties. Query: To what extent will improvement in the 
economic status of those who live in what are now delinquency areas 
reduce their hostilities to authority, their willingness to violate the 
law, and how much will it extend the deterrent efficacy of public dis- 
approval of the offender? To what extent would the redistribution 
of wealth implied intensify the hostilities and illegalities of those who 
would suffer losses from such change? 

Recognizing the difficulties of evaluating relationships between 
economic factors and delinquency, one may nevertheless formulate a 
few reasonable propositions concerning needs in this area: (1) Since 
poverty does produce numerous disadv antages in personal adjust- 
ment—those of ill health and poor educational training are most 
obvious illustrations—the diminution of poverty should mitigate those 
unadjustments and the delinquency which may proceed from them. 
(2) Far better training in moral and socialized behavior needs to be 
provided through all social classes as a deterrent to antisocial atti- 
tudes; expansion in formal and informal educational channels implies 
a heavy investment, but one that is well justified by its possible accom- 
plishments. (3) Also, immediately expensive but ultimately eco- 
nomical provisions need to be made for more adequate case finding of 
incipient maladjustments and increased therapeutic resources to rem- 
edy them in their early stages. (4) Deemphasis of materialism would 
be a great accomplishment in the prevention of illegal behavior not 
only among adult criminal offenders but in the effect which such 
materialism has upon child rearing. Yet this change seems a highly 
improbable development in modern society. American programs for 
economic improvement promise no diminution of materialism in the 
spirit of the culture. 

Slums of our cities and in rural areas continue to produce crime 
and delinquency. Using Philadelphia as an example, it is known that 
in an area that covers one-twelfth of the territory of the whole city and 
is lowest in standards of housing and sanitation, nearly one-fourth of 
the total population and one- half of all children are referred to the 
courts for delinquency. Wherever there was slum clearance, the 
remarkable reduction of juvenile delinquency could be observed as 
reports from public low-rent housing projects in many cities indicated. 

In many other cities, zones of social deterioration and personal de- 
moralization occur quite characteristically both in city centers and in 
other sections of the community where population mobility, social 
transition, minority segregation, inadequite social and transportation 
facilities, "and disorganization are frequently associated together. 
Causal analysis of the relationships would indicate, however, that it is 
not the ecological patterning per se that is significant but, rather, the 
interdependent pathologies of the delinquency y areas, which function 
together in promoting individual unadjustment. 

Children from racial minority groups are more frequently repre- 
sented in the delinquency statistics than their general proportion in 





JUVENILE DELINQUENCY . §39 


the population. In spite of great and encouraging advances in all 
fronts of intergroup relations and intercultural understanding, dis- 
crimination and segregation still exist and are responsible for frustra- 
tion, W arped attitudes, rebellious feelings, delinquency and crime. 

There is a very real ‘and persistent transmission of delinquent pat- 
terns and attitudes from youth to youth and person to person. In the 
United States this takes place most obviously in the urban areas of 
high delinquency where boys run in gangs and maintain a street life. 
In such areas, one senses a criminal or delinquent subculture. In such 
areas also, delinquency among boys is primarily companionship be- 
havior; that is, delinquency as a twosome, threesome, foursome, or 
even a whole group. The boy who grows up with companions in a 
delinquency subculture is really a socially processed delinquent boy. 
His life has been ordered and organized around the scheme of values, 
the attitudes and the modes of conduct of his milieu. This lad is 
quite normal. But the problem here is to reach the boy with substitute 
values and behavior patterns before, if possible, and at least after the 
subculture processes him. The reaching before can truly be called 
prevention. The reaching after is treatment or reconstruction—gang- 
busting. Our American sociologists and group workers know how 
to develop “area projects,” “autonomous boys’ groups,” and detached 
group leaders which can effectively reorganize and restructure the 

value system of boys who have been proc essed by the delinquency sub- 
culture. Left alone, these boys go into ordinary criminal careers by 
graduation from the sand lots to robbery and burglary. These boys, 
unattended, progress into hoodlums and gangsters. 

America is not unique in producing delinquency by the sociological 
root of bad companions and of processing by the criminal subculture. 
All countries of the world show such manifestations in their own ways. 
We in America just seem to be able to mass produce the young hoodlum 
in a more efficient manner. 

The well-trained probation worker, institution worker and parole 
worker knows what kind of job he has on his hands when he has to 
help refashion the boys’ attitudes, habits, and values which have been 
taken over from the delinquency subculture. He knows that with 
smart techniques and good personal relationships he can refashion the 
boys’ scheme of life. But it takes good workers with good imagina- 
tions and techniques to do the job. It has been found that the workers 
who are most effective in the processing of the socially processed de- 
linquent are workers who have a long time ago buried the big stick of 
authority and treat and put aside the big stick of outhority and threat 
and put aside the imposition of their middle-class values on street- 
corner boys. Instead they have discovered the effectiveness of a non- 
moralizing approach of infinite patience, of standby encouragement 
and of exuding acceptance of the youth as having potentialities as 
law-abiding citizens. 


JUVENILE DRINKING 


In the two previous interim reports, No. 1064, 83d Congress, 2d 
session, and No. 61, 84th Congress, Ist session, the findings of the sub- 
committee on the problem in juvenile drinking i in the various com- 
munities where local hearings were held was reported. 
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To further highlight this problem which accounts for much of the 
juvenile delinquency in the Nation the testimony of two witnesses on 
the extent of juvenile drinking is cited. 

Mr. Monroe Drew, Jr., extension director, Allied Youth, Inc., 
Washington, D. C., said: 


There are 7 million alcoholics and problem drinkers accord- 
ing to the Yale School of Alcohol Studies at the present 
time in the United States. We are gaining a quarter of a 
million new ones every year. Of that 7-million group over 
70 percent began to drink when they were in high school. 


Dr. Sam Morris, National Temperance League, Washington, D. C., 
said : 

Because of so many tragic accounts being published in the 
daily papers, $10,000 was appropriated and a scientific, un- 
biased survey was made in Nassau County, N. Y., among 
29,000 high school students. It was found that 90 percent of 
the students under 18 years of age drank alcoholic beverages. 
That survey as reported in Better Homes and Gardens for 
March 1954, further revealed that most of them began drink- 
ing before they were 16 years of age. 


There is no national Federal law dealing with the sale of alcoholic 
beverages to minors, and the laws of the various States have wide 
variance. An official] study of the sales of alcoholic beverages to 
minors was made by the Joint Committee of the States to Study Alco- 
holic Beverage Laws and parts of that study are set forth dealing 
with the various State laws. 


PROVISIONS TO INSURE COMPLIANCE BY LICENSEES—-RESPONSIBILITY 
OF LICENSEES—-PENALTIES FOR VIOLATION 


The statutes of the various States in which the sale of alcoholic 
beverages is legal are specific in forbidding their sale or service to a 
minor. Violations subject licensees to specific or general criminal 
penalties in most cases and to administrative penalties as well. 

Alcoholic beverage laws and regulations of all States and the Dis- 
trict of Columbia clearly define the responsibility of the licensee in 
the matter of selling, serving or giving alcoholic beverages to a minor. 
In 19 States and the District of Columbia, specific criminal penalties 
for selling, giving or serving are set forth in the ABC laws while in 
the remaining 29 States, violations are punishable under the general 
provisions of the ABC law either as a misdemeanor or as in a few 
States for a “gross” or “high” misdemeanor. 

With respect to administrative enforcement, it will be noted that 
most of the States specify by law that licensees shall not sell, serve, 
or give an alcoholic beverage to a minor while other States proscribe 
such action by anyone. Penalties against licensees imposed by ABC 
agencies for selling to minors usually range between a 5-day suspen- 
sion and a 30-day suspension of the license for the first offense, the 
actual penalty being nent largely by the circumstances of the 
individual case rather than the application of fixed penalties for a 
first offense. In aggravated cases, the license is revoked in some 
States for a first offense on the ground that any licensee who would 
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deal lightly with the welfare of youth does not belong in the alcoholic 
beverage business. 

Several States have experimented with fixed penalties, sometimes as 
a psychological technique, but most of them have reverted to the 
application of penalties fitting the particular circumstances and con- 
ditions of each individual case, Experience has demonstrated that 
this is the best method of obtaining compliance and is most likely 
to attain justice since it takes into consideration both aggravating and 
mitigating circumstances. 


PROVISIONS SUPPLEMENTING SANCTIONS AGAINST LICENSEES 


The importance of preventing sales to minors as a phase of control 
is illustrated by the emphasis placed by some States on measures 
intended to supplement those forbidding such sales. These include 
efforts to exclude minors from premises where alcoholic beverages are 
sold or served, in some instances without regard to the propriety of the 
minor’s visit or the circumspection of his conduct. The theory on 
which these restrictions are imposed is that the danger of inadvertent 
or other sales to minors will be removed by excluding them from places 
where liquor, wine, or beer is sold. 

In jurisdictions where restaurants, hotels, drugstores, dining cars, 
and the like are licensed to sell alcoholic beverages, measures excluding 
minors would appear to be unrealistic and unenforceable. It is not 
surprising, therefore, to find that several States have set up exceptions 
to such measures of exclusion in favor of establishments which serve 
food as their principal business or which operate primarily for pur- 
poses other than the sale of alcoholic beverages. For obvious reasons, 
many of these States also establish exceptions to cover instances where 
a minor is accompanied to a licensed premises by a parent, legal 
guardian, adult spouse, or other person of full age in whose charge he 
or she has been entrusted. 

The various statutory and regulatory provisions supplementing 
those specifically forbidding sales to minors may be classified as 
(1) those excluding minors from licensed premises; (2) those restrict- 
ing employees of licensed establishments to persons of full age; (3) 
those limiting the issuance of ABC licenses to adults only; (4) those 
relating to purchases for minors; (5) those subjecting minors to pen- 
alties for buying or receiving, or for misrepresentation of age in 
connection therewith; and (6) those providing for documentary proof 
of age of patrons whose majority is not clearly apparent. 


(1) Eaclusion of minors from licensed premises 


Various techniques to keep minors out of premises where alcoholic 
beverages are dispensed have been enacted into law or regulation. 

The following States through their ABC laws place some type of 
restriction against the mere presence of minors in licensed establish- 
ments, the majority of which are places where alcoholic beverages are 
sold for consumption on the premises : Connecticut, Delaware, Florida, 
Indiana, Louisiana, Maine, Maryland, Minnesota, Nevada, New 
Hampshire, Oregon, Pennsylvania, Rhode Island, South Dakota, 
Utah, Washington, and Wisconsin. 

Three of these States (Connecticut, Pennsylvania, and South 
Dakota) permit the presence of minors in licensed premises when ac- 
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companied by a parent or legal guardian. Pennsylvania also permits 
minors to frequent licensed premises if such minors are under proper 
supervision. Where otherwise prohibited, it is permissible for minors 
to be in licensed establishments which engage in the business of serving 
food in Delaware, Maine, Rhode Island, Washington, and Prince 
Georges County in Maryland. The Florida statute prohibits a child 
under 18 from visiting any place where alcoholic beverages are sold 
and places the responsibility for violation thereof on the parent, legal 
guardian, or other person having custody of the child. 

Louisiana prohibits persons under the age of 17 years from visit- 
ing places where alcoholic beverages are the principal commodity. 

A Minnesota licensee who permits any person under the age of 21 
to be in or remain in any dance house, concert saloon, or any such 
place where intoxicating liquors are sold or given away, shall be 
guilty of a misdemeanor. The Minnesota statutes also provide that 
no minor child shall be allowed in any room where intoxicants are 
being sold as a beverage in quantities of less than 5 gallons after 
written notice upon the licensee or his agent by the parent, husband, 
guardian, master, or employer of such minor. 

Minors are not permitted in any night club, roadhouse, tavern, bar, 
or any public place where alcoholic beverages are sold in the State 
of Indiana. This does not, however, include that part of a hotel 
which is separate from a room or rooms where alcoholic beverages 
are sold or dispensed, or drug or grocery stores, bona fide clubs, 
boats, dining cars, pullman cars, or “club cars. In Indiana, minors 
who are members of the Armed Forces of the United States are 
exempted from the operation of these provisions. 

In Oregon, the liquor control commission posts the premises or 
that part thereof where alcoholic beverages are sold and it excludes 
minors from the posted areas unless accompanied by a spouse who 
has reached the age of 21 years. The presence of a minor in the 
cocktail lounge of a hotel holding a special license is prohibited by 
regulation of the New Hampshire Liquor Commission. Utah pro- 
hibits minors from entering places where alcoholic beverages are 
sold, and in Nevada, the statute makes it a misdemeanor for any 
proprietor, keeper, or manager of a saloon or resort where alcoholic 
beverages are sold knowingly to allow or permit any person under 
the age > of 21 years to remain on the premises. 

Three States (Minnesota, New Jersey, and Rhode Island) prohibit 
minors from entering establishments licensed for retail sale if for 
the purpose of purchasing or obtaining service of alcoholic bev- 
erages. 

Maine excludes minors of any age from taverns where no business 
is conducted except the sale of malt liquor at a bar for on-premises 
consumption. In Delaware, it is a misdemeanor for a minor to 
enter or remain in a licensed establishment which is operated pri- 
marily for the sale of beer for consumption on the premises. Sim- 
ilar provisions are set forth with respect to premises licensed for the 
sale of beer, wine, and distilled spirits where the selling or serving of 
food is the secondary object of the business as distinguished from 
restaurants where the sale of food is the primary object. 

In the State of Washington, it is a misdeameanor for minors to 
enter or remain on the premises of a tavern where beer and wine 
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are sold for consumption on the premises. Dining rooms, restau- 
rants, and cafes serving commercial foods to the public are not con- 
strued as taverns within the meaning of that law. 

Minors are permitted in licensed establishments in Prince Geor 
County of Maryland either if there for the purpose of consuming 
food or regardless of purpose if accompanied by a parent or legal 
guardian. 

Rhode Island also permits minors to enter licensed premises where 
food is served but prohibits their admission to those where food is 
not for sale. 

South Dakota, Wisconsin, and Connecticut allow minors on 
licensed retail premises only when accompanied by a parent or 
guardian and Wisconsin also permits a minor’s presence thereon to 
consume edibles or transact any bona fide business other than amuse- 
ment. 

Although not included in their ABC statutes, there are provisions 
in the geenral laws of several States which prohibit juveniles from 
entering or being in establishments holding ABC licenses or where 
alcoholic beverages are sold and in some instances municipal ordi- 
nances have been enacted for the same purpose. Because of the dif- 
ficulty of ascertaining all laws and ordinances of this type, no effort 
is made to record them here. 

(2) Employment 

Nearly all States prohibit the employment of minors by holders of 
licenses which authorize the manufacture, distribution, or sale of 
alcoholic beverages. The.purpose is to disassociate such persons from 
such premises until they have reached their majority. 

(3) Licensed status 

No State permits a person under the age of 21 to apply for a license 
to manufacture, distribute or sell alcoholic beverages. With the excep- 
tion of Delaware, where the minimum age is 30 years, every other 
State by statute, rule, or policy has established the minimum age of 
licensees at 21. 


(4) Purchasing for minors 

The purchase of alcoholic beverages for a minor or the supplying, 
furnishing or giving such beverages to minors is unlawful in 31 States. 
Connecticut, Idaho, Michigan, and Montana provide that alcoholic 
beverages may be given to a minor for medicinal purposes by a prac- 
ticing physician or nurse while Missouri, Nevada, South Dakota, and 
Washington permit a practicing physician, a parent, or the legal 
guardian of a minor to furnish him with alcoholic beverages. The 
North Dakota statute authorizes a parent to give alcoholic beverages 
to a minor but specifically states that it is illegal for a neighbor or 
friend to do so, Oregon extends the privilege to a parent, legal 
guardian, or responsible relative, while the Iowa statute stipulates 
that the giving of alcoholic beverages to a minor to be lawful must 
take place in a private home with the consent of his parent. As 
previously reported herein, Indiana exempts members of the Armed 
Forces of the United States. Other States make no exceptions in 
provisions relating to this subject. 
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(5) Responsibility of the minor 

Several States place responsibility on a minor who obtained service 
of alcoholic beverages. This responsibility may be broken down into 
two categories: 

(a) For only buying or receiving—Any person under the age of 
21years who purchases or consumes alcoholic beverages in any on-sale 
premises in California is guilty of a misdemeanor. 

In Iowa a minor who buy s, attempts to buy, secures, or attempts to 
secure beer from any person violates the law. 

The Maryland statute recites that any minor who purchases, pro- 
cures, or consumes any alcoholic beverage on a licensed premises in 
the county of Washington is guilty of a “misdemeanor. 

In Massachusetts, a minor may not purchase an alcoholic beverage 
for himself or another. In Minnesota, a minor who purchases for 
himself or another or attempts to purchase or consume an alcoholic 
beverage on a premises licensed for retail sale, is guilty of a mis- 
demeanor. 

The New Mexico statute forbidding a minor to buy, receive, or 
permitting himself to be served any alcoholic beverage permits him 
to do so if he is accompanied by a parent, guardian, spouse or an adult 
person into whose custody he has been committed for the time by some 
court and who is actually, visibly and personally present at the time 
such alcoholic beverage is bought or received, by the minor or delivered 
to him. 

In Texas, it is unlawful for a minor to import alcoholic beverages 
from another State or to have such beverages in his or her possession 
for the purpose of importing it into that State. 

In the State of Washington, a minor who purch: uses alcoholic bever- 
ages is guilty of a gross misdemeanor and in New Jersey and Rhode 
Island penalties apply to a minor who purchases, atempts to purchase 
or who consumes an alcoholic beverage in a licensed premises. 

(6) For misrepresentation of age —In 29 States and the District of 
Columbia, it is unlawful for a minor to misrepresent his age and to 
deceive a licensee, his agent, or employee in purchasing or procuring 
alcoholic beverages. 

These laws specify penalties to be imposed upon a minor for mis- 
representation, misstatement, or falsification of his age. 

In response to a questionnaire to ABC administrators, 26 of 39 an- 
swering reported that they favored holding the minor criminally 
responsible for such misr epresent: ition, while 9 opposed doing so and 
4 stated they had no opinion. Three who replied opposed such pro- 
visions although the statutes of their respective States provided for 
minor responsibility and three administrators of States which do not 
have such provisions expressed themselves in favor thereof. 

In interviews with these ABC administrators, it developed that pro- 
visions making a minor responsible for obtaining alcoholic beverages 
from a licensee or for misrepresenting his age ‘in connection there- 
with have been invariably sponsored by organizations of retail li- 

censees. Most ABC administrators who favor minor responsibility 
do so on the theory that such provisions have a deterrent effect and are 
valuable psychologically in discouraging minors from seeking to ob- 
tain alcoholic beverages on licensed premises and from misrepresent- 
ing their age in connection with such attempts. Some of these 





JUVENILE DELINQUENCY 145 


supporters feel that these minor responsibility statutes are enforce- 
able; others do not. 

Most ABC administrators, even those who favor minor responsi- 
bility recognize the fact that there are strong public pressures opposing 

rosecution of underage violators and that there is considerable re- 
uctance both on the part of licensees and of ABC administrators to 
institute prosecutive action against minors. 

On the other hand, ABC administrators who oppose provisions hold- 
ing minors responsible take the position that legislation or regulation 
which defines as criminal the act of a boy or girl who misrepresents 
his or her age to obtain service of alcoholic beverages is, even with 
the best possible motivation, ill conceived and erroneous. They con- 
tend that such enactments are contrary to the trend of advanced social] 
thinking and modern methods of handling youthful offenders which 
seek to Cia minors out of court and their names off police records. 

They point out that no minor properly advised by counsel may be 
expected to testify against the licensee who sold him an alcoholic 
beverage if he misrepresented his age because, regardless if the trans- 
parency of such misrepresentation, his own testimony can then be 
used to convict the minor of acrime. This circumstance, they believe, 
inures to the benefit of an offending licensee, since the unwillingness 
of a youth to so implicate himself and the opposition to his doing so 
which may feanseaaa be anticipated from is parents, counsel and 
other advisers mean that licensees frequently can sell to minors with 
virtual impunity. They insist that if these provisions are to be en- 
forced immature boys and girls will be branded as criminals in many 
instances where the real offender is the licensee; that if they are not 
to be enforced, then they are destructive of the basic purpose of con- 
trol—to promote respect for and obedience to law; and that either of 
these anomalous results preverts the functioning of control and stig- 
matizes both the State and the industry. 

Administrators who take this position believe that the licensee 
should have full responsibility for so operating his licensed premises 
that minors are not served alcoholic beverages and that efforts to hold 
minors jointly answerable inevitably water down the licensee’s re- 
sponsibility, weaken his response to his obligations and make more 
difficult and Jess certain the punishment of those who sell to minors. 
(6) Documentary proof of age 

Since accurate judgment of the age of youths who seek services of 
alcoholic beverages from licensees is always important and not in- 
frequently difficult, several States have undertaken to prescribe docu- 
ments to be used to establish age in cases of doubt. 

The age-identification card or certificate of age has been in use in 
some States to aid licensees in checking the age of patrons whose 
majority is neither definitely known nor clearly apparent to such 
licensees. Michigan, Oregon, South Dakota, and Wisconsin have pro- 
vided for the use of such identification cards and they are still in 
general use in all those States, with the exception of Michigan. There, 
as a result of a lower court decision, their use has been largely aban- 
doned. The decision in question held to be unconstitutional and dis- 
criminatory the controlling statute which provided that— 


_ Any person between the ages of 21 and 25 years of age who 
is a purchaser or consumer of alcoholic beverages, shall carry 
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and display on demand of any licensee a liquor purchase 
identification card. 


The States of Idaho, Iowa, Montana, Utah, and Washington re- 
quire consumers of alcoholic beverages to hold individual purchase 
permits, and these also serve as proof of the identity and legal age of 
the person who buys or attempts to buy such beverages in licensed 
establishments. 

Every Arizona resident upon attaining his majority may register 
with the clerk of the superior court in the county of his residence or 
with the clerk of the municipality in which he resides. The card re- 
flecting this registration may be used in connection with the purchase 
of alcoholic beverages to establish the majority of the person to whom 
it is issued. Pennsylvania has a similar registration card, which is 
called a statement of registration and which is issued to any registered 
voter who applies for the same. 

The South Dakota law provides that a person between the ages of 
21 and 25,in order to purchase alcoholic beverages, must have a liquor- 
purchase identification card in his possession. An exception is made 
in favor of a returned veteran of World War II who produces satis- 
factory proof that he holds an honorable discharge and is 21 years 
of age or over. 

Typical of the procedure set forth by statute or regulation with 
respect to the use of documentary proof of age where a question of 
majority exists is that outlined in the following requirement of the 
State of Oregon: 


Every licensee or permittee of the commission, before sell- 
ing or serving alcoholic liquor to a person about whom there 
is doubt of such person being 21 years of age, shall require 
such person to fill out in duplic ate a certificate of age form 
supplied by the commission. Such a licensee or permittee 
must examine all documents submitted by such person as 
evidence of such person’s age and identity and shall be re- 
sponsible for ascertaining that the memoranda of such evi- 
dence is correctly transcribed on said certificate. Such 
licensee or permittee must reject any document that has obvi- 
ously been altered or erased or is obviously not the document 
of the person offering the same, and shall in no event sell or 
serve any alcoholic liquor to the person offering the altered, 
erased or falsely represented document. 

Such licensee or permittee must obtain a certificate of age 
that is legible and filled out in detail and which contains two 
or more of the items indicated under proof of identity and age. 
One copy of each such certificate shall be retained by the 
licensee for a period of 1 year from the date of execution there- 
of and filed alphabetically upon the licensed premises and 
such record shall be open for inspection during business hours 
by any authorized representative of the commission (regu- 
lation 14, Oregon Liquor Control Commission). 


(a) Limitation of licensees’ responsibility -inquiry as a defense.—The 
States of Arizona, Arkansas, California, Maine, New Jersey, Ohio, 
Oregon, Pennsylvania, Utah, Washington, and Wisconsin by statute 
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offer the licensee protection from prosecution where he has made 
certain specified inquiries concerning age. 

All of these States, except Arkansas, have companion statutes which 
define as criminal any misrepresentation of age by a minor in order to 
purchase or otherwise obtain an alcoholic beverage. ‘The Arizona law 
provides that evidence that inquiry concerning age was made of a 
minor, who responded thereto by misrepresenting himself as a person 
of full age, may be used as a legal defense. Evidence that the licensee 
did not know or have reason to believe that the person to whom the 
sale was made was a minor is acceptable as a defense in Arkansas. 

In the California law, licensees’ protection is provided in the follow- 
ing language: 


In any criminal prosecution for the suspension or revocation 
of license, proof that the defendant licensee or his agent or 
employee demanded and was shown, before furnishing an 
alcoholic beverages to a minor, a motor vehicle operator's 
license or a registration certificate issued by the Federal 
Selective Service, or other bona fide documentary evidence of 
majority and identity of such person, shall be a defense to 
such prosecution or proceeding for the suspension or revoca- 
tion of license. 


(6) Measures forbidding loitering in licensed premises.—In nine 
States, laws or regulation specifically prohibit loitering or frequent- 
ing. ‘These include Arkansas, Connecticut, Florida, Indiana, Louisi- 
ana, Maryland, Montana, Oregon, and Pennsylvania. In Arkansas 
and Oregon, such activity is forbidden by regulation and in the other 
seven by statute. 

Indiana places up on the proprietor of any licensed business full 
responsibility for allowing minors less than 18 years of age, if un- 
accompanied by parents, to congregate or loiter in or about any dance 
hall, public concert hall or public place where alcoholic beverages 
are sold, bartered, delivered or given away. Included are such estab- 
lishments as are directly or indirectly connected by a passageway or 
entrance to premises where the sale, barter, delivery or giving away 
occurs. It will be noted that the prohibition here involved refers 
to a minor under the age of 18, who is not a member of the Armed 
Forces of the United States, even though a person over 18 but under 
21 may not legally be sold an alcoholic beverage in the State of 
Indiana. Similarly, although the legal age to purchase alcoholic 
beverages in Louisiana is 18 or more, the age specified in the pro- 
hibition against loitering applies to a child under 17 years and any 
such child who visits or frequents any place where alcoholic beverages 
are sold at retail may be doansea cal adjudged a delinquent child. 
The parent, legal guardian or person having legal custody of the child 
shall be guilty of a misdemeanor under those circumstances. A 
Pennsylvania provision against loitering is not applicable when a 
minor is in the company of his parent or guardian or is under proper 
supervision, In Garrett. and Allegany Counties of the State of 
Maryland, it is unlawful for minors less than 21 years to loiter or loaf 
about a place of business for which a license to sell alcoholic beverages 
at retail is in existence. 

In Maine a licensee who can show that he made inquiry concerning 
the age of a person, who thereupon furnished him with documentary 
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proof of full age purporting to have been issued by the Government 
of the United States or of some State or municipality, or by a church 
authority, may not be disciplined by the Maine State Liquor Com- 
mission for selling to a minor. 

In New Jersey, the establishment of all of the following facts by 
a person making a sale to a minor shall constitute a defense to any 
prosecution therefor: (a) That the minor falsely represented in 
writing that he or she was 21 years of age or over; and (6) That the 
appearance of the minor was such that any ordinarily prudent person 
would believe him or her to be 21 years of age or over; and (c) That 
the sale was made in good faith, relying upon written representation 
and appearance and in reasonable belief that the minor was actually 
21 years or over. 

Under a judicial decision in Ohio, the vendor cannot be convicted 
of selling to a minor where the liquor was obtained under false pre- 
tenses. In defense of a criminal or administrative prosecution for 
sale or service to a minor in Oregon, the licensee may offer a statement 
signed by the minor representing himself to be of full age provided 
that the licensee had such statement in his possession at the time of 
sale. No penalty may be imposed in Pennsylvania if the liquor 
control board or the courts are satisfied that the licensee who sold to 
a minor acted in good faith in obtaining a signed statement of proof 
of legal age when the minor was served. Utah recognizes as a valid 
defense to a charge of selling to a minor a “liquor permit identification 
card” properly completed on its face and signed by the minor. 

In the State of Washington an “individual liquor permit” is ad- 
mitted as evidence in defense of a licensee, provided that he com- 
plies with the conditions, procedures and regulations prescribed by 
the liquor control board. The Wisconsin law provides that “a signed 
statement of age procured by the licensee at the time of sale may be 
offered as a defense in all civil and criminal prosecutions for serving 
fermented malt beverages or intoxicating liquors to persons to whom 
sale is prohibited by law, and no penalty shall be imposed if the 
licensing authority or the court is satisfied that the licensee acted in 
good faith.” 

In most States it would appear that the licensee is responsible as 
to this type of violation almost as a guarantor and that the extent of 
the care and effort made by him to prevent sale or service to a minor 
is largely determinative of the penalty to be imposed. In the way 
of administrative enforcement, the penalty may vary from a mere 
admonition of the licensee to the revocation of his license, the precise 
penalty depending upon all pertinent facts, including the degree of 
care exercised by the licensee. 


ENFORCEMENT 


Enforcement of ABC laws is a twofold operation which follows 
separate and distinct channels. In its first phase, it follows the usual 
forms and procedures adopted by the respective States for the prose- 
cution of crime, and there it utilizes the services of peace officers, 
prosecutors, criminal courts, juries and penal institutions. The other 
phase involves discipline exercised administratively against licenses 
and licensees, and this utilizes the services of persons who are not 
ABC personnel only as witnesses. Most States seek to obtain good 
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enforcement through full use of both methods. It is important to 
note that enforcement in both these phases depends in large measure 
upon the active, intelligent and prompt performance of duty by local 
law enforcement officers, and that the duty of subwelaciny, the neces- 
sary fieldwork devolves upon all local law enforcement agencies. 

The ABC laws of 19 States and the District of Columbia contain 
no specific assignment of the basic or ultimate responsibility for ABC 
enforcement, although assignment of some enforcement functions, 
such as detecting violations and prosecuting violators, is set forth. 
In most of these 19 States the respective ABC agencies are responsible 
for general administration of ABC laws and in some instances are 
authorized to adopt regulations relating to enforcement. 

Although the ABC statutes in 22 States are silent in this respect, 
responsibility for criminal prosecution of ABC violations is usually 
assigned either specifically or inferentially to public prosecutors who 
are responsible for the prosecution of crime generally. In two of these 
States (Indiana and New Hampshire) ABC personnel have this 
responsibility. In Texas, it is assigned to the assistant attorneys gen- 
eral who are attached to the State liquor control board. In seven 
States (Georgia, Idaho, Maine, Missouri, Montana, Washington, and 
West Virginia) the attorney general or solicitor general of the State 
has either exclusive or concurrent jurisdiction. In Virginia the 
attorneys for the Commonwealth are responsible. 

To the ABC agencies themselves, with few exceptions, the States 
have delegated the duty of prosecuting violations administratively and 
the matter of revoking or suspending ABC licenses, therefore, devolves 
principally upon those agencies. In 18 States (Colorado, Florida, 
Georgia, Illinois, Kansas, Kentucky, Massachusetts, Maryland, Min- 
nesota, Nebraska, New Jersey, North Carolina, North Dakota, Rhode 
Island, Tennessee, Vermont, Wisconsin, and Wyoming) local licens- 
ing authorities or municipal bodies have concurrent jurisdiction. In 
Idaho, the responsibility rests upon the commissioner of law enforce- 
ment; in Iowa, on local governmental units; and in North Dakota, the 
attorney general, in addition to the ABC agency and the local issuing 
bodies, is jointly responsible. 


CONCLUSIONS 


1. Every person licensed to sell aleoholic beverages should be held 
strictly responsible for the sale, delivery, or gift of an alcoholic bever- 
age to a minor on his licensed premises. 

Only by so fixing responsibility can the State insure compliance 
with the prohibition against sales to minors. The licensee’s obligation 
to take all reasonable precautions to prevent such sales should extend 
to his employees and he should be chargeable for any failure on their 
part to exercise the same high degree of care that the law requires of 
him, If this burden is heavy—as it undoubtedly is—it is placed upon 
the licensee for good cause. In accepting his license he assumes the 
hazard of such sales and the consequent penalties. 

2, Every licensee should take all of those precautions which a pru- 
dent businessman would normally accord to a matter of primary 
importance to his business to assure himself that his customer is of legal 
age before selling or serving him an alcoholic beverage. 
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Selling to minors is a matter of primary importance not only to a 
licensee’s business but to the public interest as well. Unless a licensee 
is disposed to use, and in actual practice does use, his experience, pow- 
ers of observation, knowledge of human nature, ingenuity, 1 resource- 
fulness, and best judgment in ascertaining the age of every youthful 
patron, he evades one of his most fundamental obligations as a licensee. 
Due care involves searching inquiry, careful observation, and sound 
judgment which aabives all final doubts against making the sale or 
service. 

3. The minimum age of majority in respect to the sale or service of 
alcoholic beverages by licensees should conform to the mores of citi- 
zens of the State and should be in substantial conformity with public 
thinking. 

To be effective as to acts that are mala prohibita, penal statutes 
including ABC laws must have the approval of the people and must be 
in substantial conformity with public thinking. If persons under the 
legal age in large number use alcoholic beverages with parental per- 
mission or approval, examination of the question of reducing age 
would appear to be in order. 

4. Minor-responsibility provisions are unjustifiable unless they are 
conducive to the promotion of true purposes of control. 

The true purposes of control are the promotion of temperance in the 
use of alcoholic beverages and respect for and obedience to law. To be 
conducive to those ends: (1) such provisions must be enforceable, and 
if in existence, enforced; (2) they must not make more difficult and 
less certain the punishment of those who sell to minors; and (3) their 
enforcement must not serve to destroy the reputations or blight the 
lives of boys and girls. Such provisions as to minor responsibility 
are strongly supported by some ABC administrators and vigorously 
denounced by others, all of whom, i in reaching their respective con- 
clusions have the same end in view, namely, the elimination of sales to 
minors. From their earliest days the States have been deeply con- 
cerned with the welfare of youth and it is of transcendent importance 
that the States be zealous, astute, and circumspect in their concern for 
the reputations and welfare of their young people. 

5. The use of documents by a licensee to assist him in restricting 
sales of alcoholic beverages to adults only promotes control to the ex- 
tent that their use contributes to such restriction and it is a justifiable 
control measure only on that basis. 

Due care in determining the age of a patron whose majority is nei- 
ther known nor definitely apparent to a licensee requires, as we have 
observed, searching inquiry. Generally this should include the pro- 
duction of multiple documents by the patron which identify him and 
set forth his age or date of birth. To serve any purpose, useful in 
this respect, they must be authentic, must have been issued to him by 
a branch of government or other responsible organization or agency 
and must belong to the patron. When the use ‘of documentary evi- 
dence by a licensee qualifies, limits, or reduces the responsibility of 
the licensee for sales to minors to that same extent the effectiveness 
of the safeguards intended to prevent such sales is qualified, limited, 
or reduced. Regardless of the severity of this interpretation, such 
limitation cannot be justified as a control measure until it can be 
shown that it has some compensating effect which inures to the benefit 
of control. 
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6. In determining the proper age of majority in respect to sale or 
service of alcoholic beverages by licensees, public attitudes and con- 
victions with reference thereto are of great importance and where 
not accurately known should be ascertained by objective survey and 
study. 

es ABC laws should be in substantial conformity with public 
thinking, it is important for Government and the public to know 
what people actually are thinking. In the absence of such knowledge, 
public attitudes can best be ascertained through an objective survey 
and study. 

7. There is usually available to licensees no exact formula or infal- 
lible method for ascertaining a patron’s age and licensees in judging 
age should, therefore, leave a safe margin for error. 

It is a commonly accepted fact that among persons of the same age 
there is wide variation in the degree of maturity outwardly apparent 
during youth and adolescence. No scientific method of accurately 
judging age from appearance has yet been devised and the licensee 
who depends upon this factor alone acts at his peril. Since licensees 
have no legal obligation to sell alcoholic beverages to anyone of whose 
majority they are not certain they should resolve all such doubts by 
refusing service. 

Yourn GaANGs 


Gangs of youths are nothing new and are usually associated with 
youthful emotional outlets. When these gangs composed of juveniles 
and teen-agers become destructive to property, or commit acts of 
violence against young people or adults, it takes the combined re- 
sources of that community which would include the schools, churches, 
and the social, civic, and recreational agencies within the community 
to educate the youths, and very frequently their parents in their civic 
responsibility. Where the education is lacking or has failed and 
the offense committed by these groups or individuals show a wanton 
and willful disregard for life and property, it becomes the respon- 
sibility of the police department to take action and the courts to 
render punishment for the offense committed. 

In the general hysteria that surrounds violent gang activity, the 
public loses sight of the fact that it is not the mere existence of a 
gang that causes delinquent activity. They are attributing to the 
gang what is actually a symptom of a deeper emotional need, i. e., 
the need to belong. Dr. Sheldon Glueck gave evidence of the fallacy 
of attributing a causal sequence between gang membership and juve- 
nile delinquency when he stated: 


Now, take as an illustration one point that we have ques- 
tioned and on which certain reviewers have questioned us 
in turn. It has frequently been said that gang membership 
is a basic cause of juvenile delinquency. 

Now, if you apply this test of sequence in time to our 
material, you have to throw a big question mark around 
that. Because the fact of the matter is, that in no less than 
87 percent of our delinquent boys we have demonstrated by 
very intensive investigation, that they were already per- 
sistently delinquent at the age of 10 or less, which is perhaps 
5, 6, 7 years before the typical adolescent gang age. 
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Now, that does not mean that there is not a gang influence. 
The gang membership may serve to crystallize certain anti- 
social behavior; it may serve to increase it in severity. It 
may crystallize it from the point of view of having a common 
enemy against which the group work begins and, therefore, 
becomes persistently antisocial. 

But on the issue of whether the gang is a major cause of 
original delinquency, it seems to me the evidence must give 
us at least the Scotch verdict—unproven. 

In a recent study which we have been making of boys and 
girls, we have found that the boys are markedly different 
from other delinquents and boys in their feelings of isola- 
tion; that is, the feeling of being alone and of not being 
sufficiently capable of giving and receiving love and affection. 

This may accompany an appearance of their being very 
sociable; that is, constantly on the go and also making 
friends. 

But this they are doing actually in order to escape a web 
of extreme emotional isolationism. That is one of the major 
reasons why boys belong to gangs. 


Sharing the spotlight during subcommittee hearings were many 
weapon-carrying, authority-hating youth gangs across the country. 
The most serious problem of juvenile delinquency confronting many 
juvenile courts was the intense gang activity among juveniles. Such 
gangs were ordinarily organized on a neighborhood basis, with the 
not unusual result that when boys of another neighborhood were 
found within the home territory they are beaten and driven from 
the area. Gangs of girls also were known to the courts. This gang 
activity resulted in serious injuries, and in one large city the majority 
of killings by juveniles in 1953 were the result of gang activity. 

The gang situations have proved extremely serious. The office 
of the district attorney in Philadelphia recommended that a youth 
commission be established by that city. One of its important funce- 
tions was to strengthen social work activities with members of these 
gangs, in order to turn their energies into constructive or nonharmful 
recreational activities. The city of Boston had at least 40 antisocial 
teen-age gangs, according to a report made by the Citizens Crime 
Committee of Massachusetts. 


What is a gang? 

In gang studies a cardinal fact concerning the behavior of individual 
members of any collective situation stands out in high relief. Study 
of gangs reveals that once a youngster identifies himself with a group 
and its collective actions, his behavior is in a major way determined b 
the direction of the group’s action. This direction may be good or bad, 
constructive, or, all too frequently with juvenile gangs, destructive. 
Once a youngster identifies himself with a gang, he becomes so involved 
that he is apt to feel a loss of personal status if he does not keep pace 
with group activity. His social status, as he feels it, consists largely 
of a constellation of these gang identifications. Frequently the neg- 
lected youth acquires his real social status in his gang, even though he 
may have learned by heart all the prevailing norms of society at large. 

We have noticed two kinds of gang organizations: One 1s called a 
longitudinal group, where in you have members in separate groups ac- 
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cording to age. In this situation, the younger groups feed the older 
groups. They might have cubs, the youngest group of maybe 10 or 11, 
then juniors, seniors, and so forth. This is a close-knit group in that 
the dldee group controls and dominates the younger boys. 

Then there were the horizontal groups, where you had a major gang 
with the major gang name, or a series of so-called social clubs with 
separate names. In such a setup the control is not so rigid, so that 
one group may be completely autonomous; one group may fight to a 
much lesser degree than another group. There is very little direct 

romotion and very little impact of the older boy on the younger boys. 

he leaders, generally, naturally assert their leadership. They are 
usually the smarter boys, the boys who are the best fighters, or perhaps 
the best athletes. 

Los Angeles had many groups of teen-agers and young adults who 
identified themselves with a certain area and adopted a name for their 

roup, such as Temple Street, E] Hoyo Soto, White Fence, The Flats. 

hese groups occasionally became involved in serious fights between 
themselves over some real or imaginary wrong that a member of one 
group had committed against a member of another group. These 
groups are best described as street-corner societies. They are loosely 
knit organizations through which the individual members feel they 
gain recognition, status, and protection. Though the members are 
frequently involved in trouble and are a thorn in the side of the police, 
most of their crimes cannot be classified as gang activity. 

Gangs are formed spontaneously to serve the function of a social in- 
stitution, to secure a status and a social identity for youngsters not 
genuinely provided with such an identity by society at large. A great 
degree of sociability has been absorbed among delinquents which may 
be, at least in part, a product of their striving to anchor themselves in 
a social setting when social status is denied them by socially acceptable 
groups. Perhaps even more important, gangs regulate and encourage 
activities which satisfy basic human needs, because families and com- 
munities have failed to provide many children with the means of 
belonging. 

The particular activities, standards, and the like which provide in- 
dividuals with social standing or popularity in the greater society loom 
as important in the activities of many gangs. The standard of living 
in a society is a major influence on the nature of a gang’s exploits. 
The major established standards of success or failure of the juvenile 
gang world are derived from the competitive, individualistic, and 
financial standards of society at large. 

Similarly, the prevalent intense competition between gang and gang, 
clique and clique, club and club, reflects the intense social and economic 
competition of our general culture. Gang fights between members 
of various ethnic groups, such as we have found in Boston, often seem 
to reflect antagonisms and prejudices of the adult culture. This is 
not difficult to understand when we view ours as a society nominally 
approving democracy which all too often in practice rates its members 
according to their accidental membership in racial, national, or 
religious groups. 

The influence of delinquent associations in producing misconduct has 
been stressed by criminologists; exposure to unwholesome companions, 
particularly to those who carry habits and attitudes of law violation 
may easily spread patterns of delinquency. In varying degrees every- 
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one is so exposed, however, and the way in which a given person re- 
sponds to stimuli of this sort through group suggestion depends very 
largely on his positive reaction to authority, morality, law, and his 
parents that have been developed through his training in the home, 
rather than the gang. These influences may facilitate or minimize 
the effects of the gang or bad companions upon the person. One 
cannot measure the probabilities of an individual’s delinquency by 
his associations alone and, indeed, the importance of the factors un- 
doubtedly exaggerated somewhat by reason of the fact that the child 
already disposed to delinquency prefers to associate with others whose 
values and conduct are similar. 

It should be noted that delinquencies are usually committed by gre- 
garious boys very frequently in groups of two or more. In the gang 
age group, pressures and loyalties are a strong propellant to be- 
havior acceptable to one’s fellows. The child’s desires for recognition 
and for adventure may be channelized through group associations 
into delinquency because of the pleasurable excitement of the for- 
bidden, of defiance to authority and because of the prestige value or 
bravado. Sociability itself represents some risk of delinquency since 
isolated and diffident children tend to work out solitary, nondelin- 
quent adjustments. A combination of gregariousness together with 
a preference for daring companions and the suggested pressures of 
the group toward delinquencies may be a powerful stimulant to recal- 
citrance. However, there are influences in the child’s traits of per- 
sonality and character, his aggressiveness or passivity, his sug- 
gestibility or negativism, and most important his early training in 
relation to authority that may impel or restrain him from the asocial 
association or influences. Delinquency results not from contacts with 
patterns of illegality alone but from the numerous variables which 
may be associated with that contact especially what the individual 
himself brings to it. His response depends upon himself. It must 
be apparent that while some types of offenses against the law, such 
as pocket picking, safecracking, confidence games, and racketeering, 
require training and technique that comes only from associations. 

Many offenses, particularly among young offenders, are committed 
without prior group inculcation. The maladjusted child does not need 
instruction or stimulation to truant, to disobey his parents, to run 
away from home or to take the property of others that he desires. 
Many children from favorable socioeconomic circumstances do behave 
in these ways without impulsion from a gang, a delinquency area or 
a bad companion. On the other hand, there often appears in the his- 
tories of delinquents, a sequence of offenses learned in group associa- 
tion: con-games, narcotic use, “rolling drunks,” shoplifting, and 
burglary. 

Group association, particularly the contact with patterns of de- 
linquency, is often important, then, as one influence in a group of 
factors promoting antisocial behavior. As delinquency experts 
pointed out, many gangs are not delinquent; they vary greatly in num- 
bers and functions. However, the delinquent gang has constituted 
a serious problem particularly in recent years and in large cities. 
The wars spawned many combat gangs in which a large proportion 
engaged in seriously delinquent activities: mugging, homicide, rape, 
and racketeering quite commonly. 
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Part of the problem seen in our schools today is a reflection of neg- 
lect at home. A study of some of the Nation’s toughest gangs of 
juvenile criminals reveals that a severe lack of family security and 
the inability of the crowded school and of the child-serving agencies 
to even begin to meet. the needs of children are factors that may lead 
to the formation of predatory gangs, gangs in which the individual 
finds some social status—some security, even if many activities of the 
gang violate the standards of society. 

It was the opinion of people in the field of delinquency control that 
any attempt to treat gangs punitively was fruitless. However, a 
promising approach would be one where group workers could channel 
the loyalty members have to the gaing into law-abiding activity. Their 
loyalty to the gang exceeds anything seen by social workers. They 
will go to an institution, they will take any punishment that is offered 
rather than tell who one member of the gang is, what kind of gang it 
is, where they meet, or anything about them. Thus, the subcommittee 
feels that not by attempting to disband the gangs, but by working 
with them, delinquency rates could be appreciably reduced. 

Robert Rosenbaum, chairman of the board, Wharton Center, Phila- 
delphia, Pa., in discussing his agencies street-corner operation gave 
the following description of the type of technique found to be effective 
in handling gangs: 


For the first 6 years, we studied the manner in which these 
groups were formed, their motivations, and their activities. 
We attempted a wide variety of methods of approach, finally 
adopting the pattern which has now been in use for the last 3 
years, which is a direct-training service to youth groups right 
on their own street corners, 

The street-corner group is a natural outgrowth of years of 
childhood association in an overcrowded area, teeming with 
traffic, small children from the same block play together. 
They cannot cross busy streets except at risk to life and 
limb. 

Their horizons are limited by the street corner which even- 
tually become their headquarters even after they are old 
enough to venture across thoroughfares. A sense of together- 
ness persists. 

Each group classifies itself almost automatically as a 
result of the accident of location during the growing years 
and they adopted the name of the corner of the street or the 
grandiose and fanciful titles of the group which formerly 
occupied that same spot. 

The child clings to the group in much the same manner as 
his grownups whose multiplicity of lodges, trades, and labor 
groups, social, cultural, religious, and political clubs amply 
demonstrate the instinctive need of the individual for associa- 
tion with others of his kind. 

The urge to be something and do something saves individual 
vanity on the one hand and his normal gregarious require- 
ments on the other. The street-corner group withers or 
flourishes, depending on individual influences from within 
or upon the pressures from similar adjacent and rival groups. 

Unfortunately for a wide variety of reasons there is little 
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in the way of character molding, adult guidance. The poten- 
tial for good and evil depend upon immature juvenile leader- 
ship. 

is education, mass recreation, and mass handling in other 
fields serve a useful function and in view of the great popula- 
tion pressures of the present time cannot be avoided. Each 
anne of a family finds himself miles away from home in the 
pursuit of his interest and for one reason or another the child 
suffers from the lack of personal consultation that enables him 
to solve and surmount many of the complex personal prob- 
lems with which he is faced. 

Our Operation Street Corner realizes that the bonds be- 
tween the members of street-corner groups are frequently 
stronger than their family ties. We have believed that it is 
best to stimulate the feeling of loyalty and fraternity in such 
instances, but to cultivate the potentials for constructive ef- 
forts in such cases. The maintenance of loyalty to the group 
ean be utilized for a future loyalty to the cherished neighbor- 
hood and for the eventual improvement of the entire area, 
The gang, instead of being a chaotic group must be helped to 
become an organized club. The boys must carry the ball 
while the man from Wharton merely referees. 

Before too long they adhere to Robert’s Rules of Order. 
They elect their own officers, appoint their own commit- 
tees, act as their own policeman, collect dues, and accom- 
plish projects and vote members in and out. Discussions 
cover the enormous range of teen-age interests and prob- 
lems, including athletic events, parties, trips, sex hygiene, 
plans for future education and jobs, sone camping, and 
even each person’s share in civic responsibility, but always the 
boys themselves plan and vote and carry out the tasks as 
committee members, each being responsible for such things 
as decorations, food, cleanup, buying or arrangements for 
transportation. 

They also learn to be good losers, to be fair with one an- 
other, to appreciate help when it is given and to respect talent 
when it appears in the person of a member of a rival gang. 

The method of approach to these accomplishments is as im- 
portant as any other phase of such a project. The contact 
with the street-corner group is made by a trained staff mem- 
ber. He studies the neighborhood and its influences and its 
facilities. He comes a loiterer. Casually he leans against a 
lamppost. He may kibitz a crap game, although he never 
joins one. He may admire the swell tie the guy is wearing. 

And he may open with, “Well, what do you think of the 
Phillies this year? I wonder how the big fight is doing 
tonight ?” 

At first his overtures to friendship will inspire little or no 
response, a gloomy look or half-hearted reply. The man 
from Wharton Center moves on. Periodically, he will re- 
turn to a particular corner. There are always several cor- 
ners under his observation. Gradually, the boys realize that 
he is not a dick. The cops don’t come during or after his 
passing. 
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They find that he is from Wharton which has won the re- 
spect and trust of all neighborhood factions. 

It may take several weeks, but eventually the man from 
Wharton Center is tolerated as a straight guy. 

We do not condone or abet crime and in the event of a 
serious criminal act, we would do everything necessary to 
bring the criminal before the bar of justice. Our function 
is essentially a professional one similar to that of a lawyer 
and doctor and we respect the confidences of the children 
and attempt to exert a professional corrective influence. 
There are many other approaches. The staff worker on the 
street is alerted to all sorts of opportunities for making con- 
tact and following through with such contacts. .. . 

Social statistics are difficult things to place into neat cate- 
gories. We know there has been a marked drop in law in- 
fractions among the members of these clubs and it is our 
estimate that these have dropped by at least 50 percent, in- 
cluding mere routine of being picked up for questioning. 
Many have been assisted in the finding of jobs. Some have 
been stimulated enough to prepare themselves for a uni- 
versity education. Most have been given a better emotional 
and social adjustment to their surroundings and are living 
happier and fuller lives. 

It is our observation that an overwhelming majority of 
these street-corner groups are potentially good citizens. Not 
more than 10 percent could be classified as requiring psychi- 
atric guidance. On the other hand, we have found that most 
of these children have been driven into a state of warfare with 
a community through their feeling that they have been aban- 
doned and that the community has little interest in their 
needs. 

Operation Street Corner has been successful in changing 
this state of mind to a great degree. The marked difference 
between this method and others is the emphasis placed upon 
the individual. Our workers having opportunities to meet 
with small groups 2 or 3 times a week become real friends and 
advisers, and exert a direct and intimate influence in con- 
trast to the mass methods generally used. 


When agencies such as Wharton Center first contact a group, they 
try to demonstrate to the gang through concrete action what they are 
there for, and to completely manipulate their environment in this 
sense—they find the gangs listlessly lolling about the streets; their 
leisure time is just spent in standing around the street corner, hanging 
around the candy store and poolroom—the center tries to interest them 
in things which experience has shown these young people will find 
more enjoyment in. They help to sponsor various projects with the 
idea of getting them interested in constructive, rewarding, and enjoy- 
able activities. 

While the fact is demonstrated to the gang that they can be helped 
in different ways by interested adults, these adults in the process are 
gaining the respect of the gang members who many,times may learn, 
by example, the attitudes of law-abiding people. 
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In other words, while establishing themselves as “consistent, but 
warm-and-real-feeling-for-them” kind of adults, on the other hand, 
they are transmitting the values and the mores of the greater society 
to the gang members. 

It is the opinion of this subcommittee, and many others who have 
had an opportunity to observe this method and its results, that the pat- 
tern used in this social experiment is ready for a wider use as a supple- 
ment to other approaches to the problem of unsocial youths. 

Such a pattern should be administered by an entity similar to the 
New York Youth Board and it should untilize the resources and man- 
power of both public and private agencies. This became possible in 
the city of Philadelphia, for instance because the department of recre- 
ation and the department of welfare improved both the quality and the 
scope of their programs through the employment of adequately trained 
professional personnel. 


PUNISHMENT AND DISCIPLINE 


Many self-proclaimed experts in the field of delinquency feel that 
firm discipline and punishment both at home and in institutions are 
necessary to curb juvenile delinquency. The subcommittee gathered 
evidence from experienced people which indicated that this point of 
view is not necessarily a valid one. Dr. Glueck’s statement showed 
that 7 out of 10 of the fathers of the group of delinquents he studied 
applied physical punishment to these youngsters and yet they still 
became delinquent. On the other hand the comparable or control 
group of nondelinquents received significantly less physical punish- 
ment. Ifthe woodshed method per se cured delinquency or prevented 
it, Dr. Glueck’s findings would be the reverse. One would expect that 
the highest amount of punishment would be given to the nondelin- 
quents. and therefore they are nondelinquent. But the fact of the 
matter was just the reverse. 

These people, however, do not say that punishment and discipline 
are entirely unnecessary or cannot be used advs untageously by parents 
or in institutions. On looking at punishment in the context of the 
emotional relationship between parent and child the critical point 
seems to be whether the disciplinary measures are consistent or not, 
whether it is cruel or firm and kindly, whether it is given with calm- 
ness or with anger, and most important, whether it is given by a parent 
who really loves the child, not one who is indiffer ent or hostile to the 
youngster. 

There is a great difference in the effect on the psychology of a young- 
ster who knows he can always count on his parents—that the fact they 
resort to physical punishment occasionally does not mean they detest 
or hate him, as opposed to parents who are erratic in that they punish 
severely at one instance behavior that they completely ignore on other 
occasions. This causes frustration and confusion in that they cannot 
learn the rules of social living. 

Dr. Glueck’s analysis of punishment was stated as follows: 


I see nothing wrong with physical punishment provided it 
is given with calmness and without anger * * * without 
emotional involvement. That is part of the general emotional 
climate of the child and of the parent * * * by a parent who 
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really loves the child, not one who is indifferent or hostile to 
the youngster. ; 
I think one of the basic reasons why punishment is not 
getting the result is that it affects only one piece of the whole 
ersonality. It appeals only to the fear instinct. And if you 
had a policeman or a punishing father there all the time, you 
would of course, prevent delinquency. But unless you build 
up within the person a stronger motivation for behaving 
himself than mere fear, as soon as the officer or the father is 
away, the child will twiddle his thumb at him and go and 
sin some more. In other words, that kind of treatment isn’t 
necessarily bad in itself, provided it is done properly and 
under the right emotional relationships. But at best it affects 
only a small piece of the total personality, where you want 
to influence behavior permanently. You want the kid to be 
good even though there is no policeman around. That is one 
of the reasons why certainly in our followup studies * * * 
we have found a tremendous incidence of repetition of crime 
on the part of the young men who have been through the 
punitive process. 

In relation to discipline, then, the reaction of the child to the pattern- 
ing of parental control and to the feelings implicit in that control is 
more important than is the content of the discipline itself. Gentle or 
severe, the ordinary child can tolerate control that is reinforced with 
affection, particularly if the standards of behavior established are 
sufficiently definite. Extremes are dangerous in large part because 
they represent emotional excesses, inconsistencies, or rg of the 
ao Inconsistency in parental discipline is especially hazardous 

ecause it neither provides a pattern for the child’s self-control nor 
the continuity of treatment upon which a sense of security should be 
founded. Control that is harsh and cruel, though i t may superim- 
pose an external conformity, provokes fear, hate, and guilt feelings 
but no real respect for authority or identification with him who wields 
it. A child may develop surreptitious circumventions, cowardice, 
or psychopathic trends of personality, but he does not interject a 
standard of ideal behavior upon which a firm character structure may 
be founded. Too commonly, the overprotected child is initiated 
through a training most notable by its absence into a social world that 
is replete with taboos; he is expected to conform when he has never 
learned conformity and only continuing overprotection from society 
to keep him out of trouble. The lines of character and self-control 
are erected in the individual if at all by norms fairly but firmly 
administered in the family through the simple but effective mechanism 
of love and praise for conformity and the sanctions of threatened 
withdrawal of this love for violations. Where there is only approval 
or neglect, there is no dynamic force through which the child can 
create or identify himself with standards of behavior and the life and 
conduct of his parents. The sociopath is the only possible and, today, 
all too common consequence of an unperceptive parental mythology 
of pseudoliberalism in child-rearing. 


Discipline and punishment in institutions 


Beginning with the concept of “an eye for an eye,” the area of crime 
and delinquency prevention and control has had a long history with 
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punishment. Punishment, or, more aptly, retaliation was the estab- 
lished pattern for a good many centuries. It was the common-law 
English tradition, carried to this country, and which still exists on a 
widespread basis. ; 

The approach of correction and treatment, necessarily does contain 
an element of punishment—the fact must be faced that no matter 
what words are used, very often to the parent and to the child the 
disposition represents, in their mind, punishment. For example, if a 
young offender is given the opportunity of probation, many people 
feel that this represents no punishment at all. But taken from the 
point of view of the child or the parents, the fact that it cireumscribes 
their situation very considerably and interferes with their own basic 
rights as they have enjoyed them up to that point certainly does repre- 
sent punishment. There is an element of punishment in probation. 
But the difference is that while it is punishment, at the same time it 
provides most of the normal aspects of a child’s life or a family’s life. 

If it is necessary to send a child toa correctional school or a training 
school, society is redirecting his life very radically. And while the 
element of punishment may not be the philosophy of that school— 
and in the best schools it definitely is not—yet to the parents and the 
children it does represent just that. The idea that he is getting some 
redirection to his life, some retraining, some new social attitudes, some 
basic tools with which to face life, is very difficult for the parents to 
grasp. And yet those that are close to the situation recognize that 
very often that is the only solution for the socially aggressive 
delinquent. 

To carry this thought further it should be pointed out that con- 
finement to a training school is no solution at all for the emotionally 
disturbed delinquent. The ordinary training school is not equipped 
to unravel the tensions of this child. He comes out of the institution 
as ill at ease with himself and with others as when he went in. But 
there is the recognition that there are different types of youngsters and 
that they all cannot be sent to training schools and expect the training 
schools, even the best training schools, to do an effective job of 
rehabilitation. 

First came the recognition that you take feebleminded children out 
of training schools or you destroy the program. Now, ought to come 
the recognition that the neurotic and emotionally upset children should 
be taken out of training schools because they will get no adequate 
treatment and it will detract from those that can be helped. 

Judge Thomas D. Gill, of Hartford, Conn., told the subcommittee : 


* * * in my opinion punishment hasn’t proved itself, I 
think people should be more patient with the principles of 
probation—of corrective treatment. If they were willing to 
go along with punishment for several hundred years in the 
absence of any proof that it works, it doesn’t seem to me they 
ought to be ready to lower the curtain on any of these other 
principles that have just begun. But, nevertheless, you have 
to face the fact that people have a frustration when these 
things happen. 

The disciplinary measures employed in training schools vary widely. 
The old penal technique of confinement in isolation or isolated prison- 
like cells is still quite prevalent in children’s institutions, even more 
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so in adolescent reformatories. Under the cottage system, a disciplin- 
ary cottage with reduction of privileges and increased unpleasant 
work is becoming more common, however. Corporal punishment with 
a strap, stick, or hand is less generally approved today, but it is still 
very widely practiced, and is sometimes atrociously brutal. Reducing 
the offender’s diet is also a declining method of punishment, although 
a monotonous diet is used as a penalty in some places. Extending the 
child’s duration of confinement under some form of marking system 
in which he is graded for violation of rules continues to be a prevalent 
device in maintaining the elaborate sets of rules which are commonly 
found in correctional schools. Standing in line, sometimes with fixed 
and uncomfortable postures or heavy weights to be held, is still a 
common method of discipline. 

In spite of the persistence of old and harsh methods of punitive 
control, the progressive trend is toward the abandonment of punish- 
ment as such, along with the growth of measures to motivate desirable 
conduct instead. Rewards and the deprivation of privileges are 
coming to replace efforts to control through fear. 

The child who has all his needs satisfied will never grow. That is 
the infant of 1, 2, or 3 years old. But the point is, and this relates 
to the item of punishment, it makes a great deal of difference whether 
frustration in the form of discipline and puishment is given to a child 
in a media where there is love, affection, attention, and warmth, or 
whether he is given the frustration in an area of neglect or in an area 
where he is not a wanted child. So in the punishment theory, what 
do parents usually do? Children are kept at home when they do things 
wrong; they are punished and generally they cease to do the thing 
their parents don’t want them to do. Many people say, “Why don’t we 
do the same thing with the adolescent; punish him enough and he will 
stop.” The obvious answer is in the contention mentioned. Children 
are punished by their parents, by depriving them of certain things, 
but they do it in a total media where the child is secure—in a media 
where he knows his parents love him and his father is going to take 
care of his needs. That is not so with the policeman who punishes 
him. It is not so with the judge who has the same theory; it is not 
so with the person running a home for juvenile delinquents, because 
the added ingredient of security is not here to make the frustration and 
the punishment work. So all you do is compound the felony, and 
the child leaves the punitive process more resentful than ever. 


VII. AGENCIES HANDLING THE TREATMENT AND 
REHABILITATION OF JUVENILE OFFENDERS 


The following analysis of the agencies handling the treatment and 
rehabilitation of juvenile offenders is offered outlining the short- 
comings of each and giving suggested solutions and remedies. 


POLICE SERVICES FOR JUVENILES 


The case for police juvenile aid is simple and irrefutable when its 
basic function is defined, clearly understood and applied in practice. 
This presupposes the selection of high-caliber personnel and their 
proper training. 
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Does this act which brings a youth to the attention of the police 
signal a deepening delinquent pattern ? Should a youth be arrested 
and locked up, which may cast his future in the wrong die? Should 
arrest and court be bypassed, when legally possible, in order to learn 
why the boy committed the delinquent act? As a prime contact, the 
police can answer these crucial questions either right.or wrong. A 
decision on each individual case has significant ramifications for both 
the youth in trouble and the community. 

When observation and investigation ‘by a police officer identifies a 

‘ase as serious, he makes a gross dit ignosis. This is a general rather 
than a precise appraisal of the act as the end result of certain primary 

causes. The young offender is then referred to the agency or Pena 
in the community ‘Dest equipped to help him through sustained guid 
ance or treatment. Thus, police juvenile aid serves as a bridge between 
youth in trouble and resources in the community which may help him. 
This is its primary function. 

Police juvenile aid should not attempt long-term treatment and 
must guard against considering itself self- sufficient and competent 
to do this. 

Police, like others, do not have all the knowledge and skill for con- 
sistently effective work with troubled youth. They must be conscious 
of their limitations and leave casework and treatment to those better 
qualified. They should work to mature their concepts of delinquency 
‘ausation and improve their diagnosis and referral of cases. 

Some other functions of the police in providing services to juveniles 
are: 

Study and analyze the local juvenile delinquency problem. 

Maintain records and statistics on delinquency. 

Cooperate with community agencies concerned with youth. 

Inform the public on de sJinquenc’ y trends and control methods. 

Interpret police juvenile aid to the public and police department. 

Investigate special youth problems such as narcotics and vandal- 
ism. 

Overcome environmental conditions detrimental to youth. 

Frequent inspection of public places and commercial premises 
which attract youth. 


The police witness firsthand the continuous tragedy of delinquent 
youth caught in the vicious cycle of arrest, court, and commitment. 
To them, the need to reduce this waste of youth and avoid the risk of 
failure by courts and correctional institutions, whenever possible, is 
clear. 

Almost every community has a police department which can become 

valuable resource to help } youth in trouble. There is no other govern- 
mint agency whose purpose is so intimately related in day-to- day work 
to the problem of juvenile delinquency. 

Many police departments have the will to serve youth, but lack both 
the organization and trained personnel to do so effectively. They 
should be encouraged and helped to develop a special unit to handle 

vases of young offenders. Where a separate unit is not feasible one 
or more officers can be trained and assigned to this work. 

The police are usually the first contact young offenders have with 
legal public authority. They deal with all major delinquency cases 
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and a substantial portion of lesser infractions. This being so, they 
are tactically well situated to identify and investigate new cases and 
refer them to public and private resources for guidance casework or 
treatment. 

There is an element of treatment involved in every police contact 
prior to final disposition of each young offender case. The police 
fate a responsibility to make these contacts beneficial. The manner 
in which an officer conducts himself with children and youth has a 
significant influence on their attitude toward the law, other people, 
and the community around them. 

Police intervene at a particularly highly strategic time in the lives 
of young people. It may be decisive to the future behavior of a 
youngster whether this intervention be a constructive, destructive, or 
neutral influence. Police have an opportunity to extend a helping 
hand when it is most needed by the boy or girl in trouble with the law 
for the first time. 

The sense of not being wanted or belonging develops hostile feel- 
ings which impels many young people into delinquent acts. Often 
their most desperate need is for a friend whom they can trust and 
respect. The juvenile officer has a unique opportunity to fill this need. 

Standards for Specialized Courts Dealing With Children of the 
Children’s Bureau, Department of Health, Education, and Welfare, 
describes the role of the police. 

Intake for the specialized court, particularly in relation to children 
involved in delinquency, generally begins with the local law-enforce- 
ment agency. The importance of the role of the police in the preven- 
tion and control of delinquency is becoming increasingly recognized 
throughout the country. The police in many communities are aware 
of the specialized nature of this and have established special bureaus 
or divisions, particularly in large urban areas, to work with children 
and youth. Asa result of this development, increased emphasis has 
been placed on special training for police officers. It is now generally 
accepted that basic training for all police officers should include some 
instruction in working with juveniles, and that the officers assigned to 
units specializing in this work should have intensive training. The 
courts in more and more communities are cooperating with law- 
enforcement officials in establishing and developing training courses. 

A police officer who finds a child in a situation dangerous to himself 
or to others, or who finds a child who has committed a “delinquent” 
act, must decide whether the situation or the act is serious enough to 
bring to the attention of the court. This decision should be made on 
the apparent gravity of the situation or act, based on the investiga- 
tion made by the police officer. Such decisions should not become a 
rule-of-thumb procedure by which children are always referred to 
the court for certain offenses or on the commission of a second offense. 

If the officer does not believe that court action should be taken, he 
has a number of alternatives: 

1. Referral of the situation to a social agency. This may be 
yarticularly applicable in the cases of neglect, where an agency 
in the community is empowered by law to investigate situations 
of neglect and offer services in relation to them, or in a situation 
requiring public health care, or where a child is already under 
the care of an agency. 
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2. Advice to the child or parents, particularly as to the exist- 

ence of community resources, w elfare agencies, etc. 
. Warning or admonition. 

4 Temporary arrangements for the child’s safety, such as 
taking a child home, finding lodging for an older child at a 
YMCA or YWCA, referral to an emer gency shelter operated by 
a social agency, or leaving a neighbor temporarily in charge of 
children left alone. 

Consultation regarding such actions should be available to the 
police from the intake division of the court. 

The police should not employ informal methods which involve 
penalties or restraint, such as placing the child on “informal pro- 
bation,” ordering restitution, or revoking a driving permit. 

It should be the duty of the police officer to locate the parent or 
parents or other guardian or custodian of the child, as soon as pos- 
sible after the child is found, and, if possible, before other action is 
taken. Until this is done, and for this time only, the child may be 
held temporarily by the police in the precinct or juvenile bureau 
office. Ordinarily, if the parent, pear or custodian cannot be 
located within 1 or 2 hours, the child should be taken to the place of 
detention or shelter design: ited by the court. 

The holding of : 1 child for a temporary period in a precinct or 
juvenile bureau office should only be permitted where an appropriate 
waiting room is provided which insures his not coming in contact 
with adults ch: arged with a crime and under ndieh ions which provide 
adequate supervision and physical care. When the parents are lo- 
rated, the officer may then either return the child to them with such 
advice or suggestions as may be necessary, or he may inform them 
that the child’s and their presence may be required in court. 

If the parents cannot be found within a reasonable period of time, 
or if they are found and after consulting with them, the officer is of 
the opinion that a petition should be filed in the court and that the 
interests of the child or the safety of the community warrant the 
child’s being detained or provided with shelter care, the officer should 
take the child either to the court or to the place of detention or shelter 
designated by the court in accordance with agreed, written procedures. 
In such cases, the officer should: 

1. Give written reasons, at the time the child is brought into de- 
tention or shelter care, why he decided not to leave the child in 
his own home; and 

Contact the intake worker of the court as soon as reasonably 
sae but in any case within 24 hours, to consider filing a 
petition with Reape to the child. The court should make it 
possible where the child would otherwise be det: lined without a 
petition for more He an 24 hours. 

If further investigation is to be made by the pone e after the child 
is placed in detention or shelter care, the police should be given every 
opportunity to interview the child. It should be clear, however, that 
a police investigation is not the same as a social study made by the 
probation office in that the police investigation involves securing the 
facts to determine whether or not a crime or a delinquent act has 
been committed or a neglect situation exists which may be necessary 
to sustain a petition in the court. 
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Because of the child’s presumed immaturity, special safeguards 
should be thrown around a police officer’s interview with a child in 
investigating a delinquent act. In certain situations, depending on 
the age of the child, and the act committed, waiver to criminal court 
may be a possibility. Moreover, at the time of the interview, it is not 
known whether or not the court specializing in children’s cases will 
retain jurisdiction over the case if a petition is filed, or will waive its 
jurisdiction and permit the child to be tried in a eriminal court. 
Therefore, it cannot always be assumed that the police interview will 
lead only to a panenaitent roceeding. 

Before being interviewed, the child and his parents should be in- 
formed of his right to have legal counsel present and to refuse to 
answer questions if he should so decide. In cases where waiver is 
possible, he should also be cautioned that if he answers, his answer may 
be used not only before the specialized court but possibly in a criminal 
court. Where a child has been questioned alone by a police officer, 
without having been given an opportunity to secure the presence of 
his parents, guardian, or counsel, his statements during such interview 
should be presumed to have been induced either by the child’s im- 
maturity or by the idea that they would be used only in the specialized 
court and they should, therefore, unless the presumption is overcome, 
be excluded from admission before a criminal court in which the child 
may be a defendant. 

Whenever possible and especially in the case of young children, no 
child should be interviewed except in the presence of his parents or 
guardian. ‘This should always be the policy when a child is being 
questioned about his participation or when a formal statement con- 
cerning the child’s participation in the alleged delinquent act is being 
taken. The presence of a parent during the interview may be helpful 
to the police as the parental attitudes shown under such circumstances 
may help the police decide whether the case should be referred to 
court or to another agency. This procedure, of course, would not 
apply when the matter being investigated involves the child’s parents. 
In cases where the child has freely admitted his participation in the 
act to the police, there appears to be nothing improper about. inter- 
viewing the child to secure background information of a social nature 
without the parents being present. It may be equally necessary to 
interview the parents without the child being present to secure social 
information for the purpose of making a referral. 

When the child is brought to court the police report should include 
information which the police may have which would be helpful, to 
the intake worker of the court, such as previous police contacts with 
the child in which no referral to court was made, the attitude of the 
child and his parents to the act, and the attitude of the person against 
whom the act was direeted or whose property was involved. 

Fingerprints may be taken on authorization of the court if necessary 
to proper investigation of the act, but such prints afterward should 
either be returned to the court for destruction or kept on a civil iden- 
tification card. Such authorization should be granted by the court 
on an individual case basis, depending upon the factors in each specific 
situation. In every case where the court or the police find that the 
child is not involved in the act, the prints should be destroyed. If 
the prints are kept on a civil identification card, only the child’s name 
and address should appear on the card. No information which might 
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disclose the circumstances or reasons for taking the prints should 
appear on the card. 

he police should not take pictures of a child except upon authoriza- 
tion of the court and then only for purposes of identification; for 
example, in the case of a runaway child. If taken, the negative and 
all prints should be returned to the court for destruction. 

ne police may give evidence in court necessary to the establish- 
ment of the court’s jurisdiction and a finding as to the facts alleged in 
the petition. Frequently, though, this is not necessary. The child 
may have admitted his participation in the act, and the evidence may 
be such that no question of the validity of his admission is likely to 
arise. If there is a denial of participation or if the child’s admission 
is questioned, the police officer concerned would, of course, be required 
to testify and to submit to cross-examination. 


THE JUVENILE CONTROL OFFICER 


The following characteristics and qualifications for a juvenile con- 
trol officer do not necessarily delimit nor encompass the position. 
These are primarily evaluations and summarizations of jobs examined 
in rural and urban law enforcement agencies where such positions are 
maintained. 


CHARACTERISTIC WORK 


Under direction to investigate cases of juvenile delinquency and 
their causes; to recommend disposition of juvenile cases; to assist in 
efforts to eliminate conditions inducing delinquency; and to perform 
related work as required. 

The juvenile officer discovers delinquents by regular patrol of places 
of public amusement, parks, beaches, railway and bus sedate and 
other areas where youth may congregate, by special assignment on 
specific cases, or by referral from other officers and agencies; develops 
sources of information on juvenile delinquency in such facilities as 
schools, social agencies, probation workers, and individuals; conducts 
thorough investigations of law violations by youths; conducts inter- 
views with juveniles, parents, relatives, victims, neighbors, associates 
and other persons who might have information about specific cases or 
information relating to causes; arranges for detention of delinquents 
when necessary; refers delinquents to social or other agencies for 
treatment and rehabilitation; appears in court as a witness; conducts 
public relations activities designed to affect juvenile control, promote 
crime prevention, and to remove causes of deliquency ; may speak be- 
fore public groups; works closely with youth groups and other civic 
groups whose primary interests are youth, to obtain support for juve- 
nile control programs; prepares and maintains detailed records of 
complaints, arrests, investigations and dispositions of cases; sets up 
and maintains specific juvenile record and card forms, makes reports. 

The qualifications for juvenile officers should include considerable 
knowledge of modern, approved principles, a and procedures 
of police work; considerable knowledge of crime-prevention tech- 
niques, juvenile delinquency, and methods of juvenile control; work- 
ing knowledge of criminology and child and adolescent psychology ; 
working knowledge of State and local laws and regulations pertaining 
to minors; working knowledge of community conditions which in- 
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duce juvenile delinquency and ability to assist in eliminating or con- 
trolling such conditions; working knowledge of community resources 
available for service to children; working knowledge of the functions 
of the juvenile court and probation department; ability to secure 
and analyze data on crime and familiarity with equipment and meth- 
ods used in crime detection and identification ; ability to make detailed 
and thorough investigations; ability to speak effectively before 
public groups on juvenile delinquency and its control ; ability to secure 
and maintain cooperative relationships with police of other depart- 
ments and of his own department, social agencies, and others interested 
in control of juvenile delinquency; ability to keep records and make 
reports; courtesy, tact, and the liking for children and youth. 

Tt is desirable that the training and experiences of the juvenile offi- 
cer include graduation from high school, preferably supplemented by 
college training in psychology, sociology, social work, or criminology, 
and/or attendance at the Juvenile Law Enforcement Institute at the 
University of Southern California, Berkeley, Calif., or other recog- 
nized institutes or police administrative schools pertaining to delin- 
quency; 3 years of experience in law enforcement or investigative 
work; some experience in working with youth, both male and female. 


THE JUVENILE POLICE PROGRAM 


The control of juvenile delinquency has grown to be one of the 
primary objectives of law enforcement. It has developed through 
the formation of divisions and bureaus within law-enforcement agen- 
cies familiarly known as juvenile-control divisions, juvenile-welfare 
divisions, juvenile bureaus, crime-prevention bureaus, and other re- 
lated titles. 


Objectives—Police department 


Recognized authorities in the field of law enforcement consider that 
the following are the major objectives of a police department: 
1. The protection of life and property. 
2. The prevention of crime. 
3. The investigation of criminal offenses. 
4. The apprehension and prosecution of offenders. 
Definition of a juvenile bureau 

It is a specialized unit within a law enforcement agency, developed 
for the purpose of concentrating on the understanding, control, and 
suppression of juvenile delinquency, the elimination of detrimental 
environmental influences, and the protection of delinquent, dependent, 
neglected, or mistreated minors. 

Generally speaking, the juvenile bureau maintains the same objec- 
tives as the police department. However, in view of the fact that 
the juvenile court is essentially protective and rehabilitative, it is 
frequently necessary to modify the procedures established for the 
handling of young offenders by law-enforcement officers. 


Specific Objectives of a Juvenile Bureau 
Recognized leaders of law enforcement specializing in delinquency 


prevention propose the following objectives for a police department 
juvenile delinquency prevention and control program} 
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L. Discovery of delinquents and of conditions likely to create 
delinquency. 

2. Investigation of delinquency and the causes of same, 

3. Referral of juvenile and his problems to proper agencies 
for treatment. Referrals may mean returning the juvenile to 
his parents, or to interested community agencies concerned with 
juvenile problems or to filing petitions to the juvenile court. 

4. Protection of juvenile welfare. 

5. Cooperation with all local agencies in the field of youth 
welfare. 

6, Recovery of property and restitution of property. 

It is becoming recognized that there is an element of treatment 
involved in every police contact with a juvenile, from the initial con- 
tact to the final disposition of the case. Police officers have the oppor- 
tunity and responsibility to make these contacts beneficial. The first 
approach and attitude on the part of the police officer is particularly 
important. In fact it has been found that the degree of trust and 
confidence the child will develop toward police officers in general 
is greatly influenced by this first, and often highly emotional, 
experience. 

Departmental Juvenile Administration 

1. Discovery of delinquency.—The effectiveness of a juvenile control 
program is directed proportionate to the reliability and timeliness of 
the information available to the operating agency. 


(a) Sources of information: 

1. Schools 

2. Community welfare agencies 

3. Juvenile court 

4. Probation department 
Churches 
Fraternal clubs 
. Service organizations 
Other law enforcement bodies 
. Parents, relatives, and friends 
Public 
(6) Type of information: 
Neighborhood hazards 
Improper homes 
Juvenile gang activity 
Sex delinquency 
Unsupervised children 
Abandoned or neglected children 
. Other socially detrimental conditions. 

2. Investigation of delinguencies.—It is essential that the officer 
apprised of delinquency and charged with the responsibility of in- 
vestigation ascertain the underlying causes. This entails investiga- 
tion of home conditions, social attitudes, companions, habits, and 
aptitudes. No intelligent choice of rehabilitative programs can be 
made without a knowledge of these factors. The investigators’ ap- 
proach shall be practical and he shall seek objective data to support 
his conclusions. The use of the following investigative tools should 
enable the officer to make a preliminary diagnosis and select a form 
of treatment or disposition. 
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(a) Records: 
1. School 
2. Police 
3. Probation 
4, Parole 
5. Social service exchange 
(6) Interview: 
1. Juvenile 
2. Parents 
3. Victims 
4, Neighbors 
(c) Clinics 
1. Child guidance clinic 
2. Other 
3. Treatment of delinquents.—Intelligence of a juvenile’s delin- 
quency or potential delinquency and a knowledge of the underlying 
causes are in themselves valueless, The investigating officer must be 
capable of selecting a remedial program. He has at his disposal the 
services of the following: 
(a) Juvenile court 
6) Probation department 
te Social-service agencies 
(d@) Churches 
(e) Recreational and character-building organizations 
(f) Parents or guardians 
(g) Schools. 
4. Protection of minors.—The fourth objective is to offer protection 
to the youth of the community. This may be accomplished through— 
(a) Removal or control of environmental hazards 
(6) Cooperation with civic and fraternal groups 
(c) Assistance in initiating constructive legislation 
(d) Police patrol 
1. Streets and alleys 
2. On-sale liquor establishments 
3. Places of public amusement 
4, Other environmental hazards 
(e) Detection and prosecution of adults involved in offenses 
against minors. 


EXPRESSIONS TO SUBCOMMITTEE REGARDING JUVENILE BUREAUS 


A number of questionaires were sent to police departments and 
juvenile courts dealing partly with the subject of the effectiveness of 
juvenile bureaus within these departments. Some of the replies are set 
forth below: 

R. H. White, assistant chief of police, Siouw City, Lowa 

I would like to first explain our juvenile department which 
we reorganized in 1953 and now call the youth burean, plac- 
ing a captain in charge with two detectives and a matron 
working under him. In our reorganizational program we 
have set our bureau up to work along the four lines of inves- 
tigation, prevention, research, and cooperation, working very 
closely with other agencies in town and using our depart- 
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ment more for a referral bureau than just apprehension and 
detention. 

We have another fine program that we have just inaugu- 
rated in the last several months. We have 25 young busi- 
nessmen who expressed their desire to work with delinquents 
who come to our attention, more as adult advisers for these 
youngsters. We have arranged for two members to ride in 
our youth-bureau car at night and see first-hand the problems 
that come to our attention. When we have a youngster who 
we feel is in need of some aid from an outside source, we take 
it upon ourselves to parole this boy to an adult who then 
takes over supervision and guidance and also rather assumes 
a big-brother role. The success has been tremendous. We 
have had about 50 boys that we have placed with these men 
and we have had only 1 repeater; so we are quite enthusiastic 
with this approach to the delinquent problem here. 


Acting Capt. Daniel Maher, city of Peoria, Ill. 


I believe that you will find juvenile departments, such as 
ours, are more familiar with the prevention of delinquency 
than we are with the youth after they become delinquent. 
We believe that if the proper investigation and followup on 
the smaller or younger children is carried through they will 
not become delinquent. This must be accomplished with 
trained personnel, someone who will work for the welfare of 
the children and their community rather than personal pub- 
licity. We feel that every community should have, at the 
very least, 1 trained juvenile officer for every 10,000 popula- 
tion. Most towns or cities of this size have a police force that 
is trained in crime detection and crime prevention but under- 
manned, with none trained to work with juveniles. We know 
from our own experience before the juvenile bureau was 
organized there were two men called in on juvenile cases after 
a serious crime was committed. If the crime was not serious 
the officer on the beat talked to the child and sent him on his 
way with no investigation of the home or the reason for the 
crime. Now we put a trained person on the case as soon as it 
comes to our attention and follow it all the way through. We 
contract the different agencies that are in our community and 
refer the case to the proper one. The agency will go into the 
home and help us; sometimes we use 2 or 3 agencies to work 
with a family. This has proven successful as our statistics 
show a decrease in juvenile cases by 62 percent since the bureau 
was established. Last-year figures show we contacted less 
than 2 percent of our school age group, or 2 percent of the 
number of school children we have in our city; less than one- 
half of these went to court. 


Superintendent of Police Provosty A. Dayries, New Orleans, La. 





It is imperative that every law-enforcement agency have 
trained specialists to cope with the problem of juvenile control 
and to handle the children who get into trouble with the law. 

Four major cities (New Orleans, Shreveport, Baton Rouge, 
and Monroe) in Louisiana now have juvenile units and many 
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sheriffs and chiefs of police of smaller cities and parishes 
are following this teat by designating one of their staff to 
handle all juvenile cases. 

This department has taken advantage of the facilities of 
the Southern Delinquency Institute of the University of 
Southern California and to date has two officers who have 
graduated from this course and is planning to send others. 
This department has encouraged members of the juvenile 
control unit to attend all forums and seminars on the problems 
of juvenile control by law-enforcement officers. 


Capt. Clifford G. Bailey, Crime Prevention Bureau, Minneapolis, 
Minn. 

I believe that legislation setting up grants for the establish- 
ment of approximately six delinquency-control institutes, 
such as the present one at the University of Southern Califor- 
nia, to be established geographically throughout the United 
States, for the training of police personnel in the handling 
of juveniles, would be most advisable. It would, I believe, 
promote more uniform handling of juveniles, records, and 
statistics on a national basis, which would do much to pro- 
vide a more accurate picture of the problem on a national 
scale. 

It would also, I believe, promote a much wider use by 
police of established treatment and rehabilitative agencies 
at an earlier stage of delinquency through educating them 
in the recognition of certain phases of delinquency and enable 
them to make proper referrals direct to agencies equipped 
to handle the specific problem. I know that in our own cit 
of Minneapolis the training which I received at the Uni- 
versity of Southern California has resulted in an entirely 
different approach by police to the problem of delinquency 
and we believe a much better handling of the juveniles than 
was the practice before. 

Chief of Police Thomas H. Calnan, Pittsfield, Mass. 

It is my opinion that each police department should have 
a separate unit to handle juveniles whe come to the atten- 
tion of the police. In many instances there would be no 
necessity for court action, and the unit could handle the 
problem itself. In order, however, for the police to handle 
a juvenile effectively, the personnel of such a unit should be 
trained * * * I feel that the specialized training is neces- 

sary, as the juvenile’s initial contact with law enforcement 
is the police and if the personnel dealing with juveniles were 
properly trained they could be very effective in curbing 
any further delinquency tendencies. 


Judge Philip B. Gilliam, Juvenile Court, Denver, Colo. 

We feel that a good administration chief of a juvenile 
control unit should have the power to make the selections 
concerning his staff. We feel too that every man working in 
a department concerning juveniles should be specialists with 
boys and girls, and now and then an excellent idea would 
be that they have the privilege of going to a training school 
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for work with juveniles. Any unit training officer who works 
with juveniles should have an opportunity to go to a school 
like the DCI, Delinquency Control Institute of the Univer- 
sity of Southern California. 


JUVENILE COURTS 


The subcommittee, cognizant of the great rise in the number of 
cases of juvenile offenders brought before the juvenile courts of 
America, gave particular attention to the workings of the juvenile 
court system. In each of the community hearings throughout the 
Nation and through questionnaires, letters, and personal interviews 
with juvenile-court judges and personnel, much valuable information 
was received as to the methods of operation and the effectiveness of 
the juv enile courts in the various States. The views were divergent 
and it became apparent that much study was needed for a comprehen- 
sive view of this subject. 

The juvenile court was first introduced into this country through 
legislative action by the legislature of the State of Illinois on April 
14, 1899, and at this point become an important milestone in the history 
of social legislation. Previous to the introduction of the juvenile-court 
system in the United States, a juvenile was treated as any other crimi- 
nal and was tried in the adult criminal courts. Illustrations of mal- 
treatment to juvenile offenders have been related in many periodicals 
and publications. 

The new social philosophy for the treatment of youth in trouble may 
be found in a paper by a committee of the Chicago Bar Association 
in 1889 as follows: 


“The fundamental idea of the juvenile-court law is that the 
State must step in and exercise guardianship of a child found 
under such adverse social or individual conditions as de- 
velop crime * * * It proposes a plan whereby he 
may be treated, not as a criminal or one legally charged with 
crime, but as a ward of the State, to receive practically the 

care, custody, and discipline that are accorded the neglected 
and dependent child, and which, as the act states, “shall ap- 
proximate as nearly as may be that it should be given by its 
parents.’ 


Previous to the Illinois law there were steps leading up to this 
philosophy in several parts of the country. Some courts had begun 
to treat children differently from adults and had experiences both 
with special sessions with the child and with probation. The nature 
of children’s offenses was being reinterpreted, and it was generally 
becoming understood that young offenders must be seen and dealt 
with as individuals in trouble. In short, protections and treatment 
of children were being substituted for the earlier systems of retribu- 
tion. 

Since the inauguration of the juvenile-court idea there have been 

various degrees of the applications of the individualized-justice 
philosophy in the juvenile courts of the Nation. In a report pre- 
pared by the Children’s Bureau of the Department of Health, Educa- 
tion, and Welfare in cooperation with the National Probation and 
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Parole Association and the National Council of Juvenile Court Judges 
issued in 1954, individualized justice was defined thusly : 


that the court recognizes the individuality of a child and 
adapts its orders accordingly ; that it is a legal tribunal where 
law and science, especially the science of medicine and those 
sciences which deal with human behavior, such as biology, 
sociology, and phychology are side by side, and that its pur- 
pose is remedial and to a degree preventive rather than puni- 
tive. 


For a fully effective and fair tribunal operating for the general wel- 
fare there must be: (1) a judge and a staff identified with their 
capability of carrying out a nonpunitive and individualized service ; 
(2) sufficient facilities available in the court and the community to 
insure, (@) that the dispositions of the court are made on the best 
available knowledge of the needs of the child; (6) that the child, if 
he needs care and treatment, receives these facilities adapted to his 
needs and from persons properly qualified and empowered to give 
them, and (c) that the community receives adequate protection; (3) 
procedures that are designed to insure that two objectives are kept 
constantly in mind, these being: (a) the individualization of the 
child and his situation, and (6) the protection of the legal and consti- 
tutional rights of both parents and child. 

Judge Edwin L. Swope, district judge of the second judicial 
district, State of New Mexico, and juvenile-court judge for this dis- 
trict gives his philosophy of the juvenile court as follows: 


In my opinion, the juvenile court should not be just a little 
criminal court primarily concerned with imposing penalties 
on juveniles. In order to accomplish anything worthwhile, 
the court must perform three important functions. First, 
protect the public from the actions of the juveniles who have 
gotten completely out of control and have no respect for the 
rights of others and are dangerous because of their anti- 
social attitudes; second, make every effort to rehabilitate each 
child referred to it so that his or her life will not be wasted 
and he or she will not be a continuous burden on society ; and 
third, initiate, encourage, and support programs designed to 
prevent potential delinquents from getting into trouble by 
removing or offsetting the real causes of delinquency. In 
order to accomplish this, these courts must have adequate 
staffs of trained juvenile officers and workers who have the 
ability and time to properly investigate and follow up each 
case. Federal and State assistance is urgently needed to 
properly train people desiring to enter or already in this field. 


The juvenile court from 1899 to its present-day philosophy was 
confronted with many serious issues and problems. In his book A 
Court for Children, Alfred J. Kahn, associate professor of social 
work, New York School of Social Work, Columbia University stated : 


Most advocates of the court joined in the basic conviction 
that “the child though technically an offender is really 
primarily a neglected child” whose conduct and problems are 
the outcome of identifiable social, familial, and personal fac- 
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tors and who has the right to the State’s protection and help. 

The reorientation from punishment to individualized treat- 
ment of children with cure as its purpose, gave rise to legal 
questions: How was a court to relate disposition of a child to 
factors other than the nature of the offense? On what basis 
could there be individualized planning for each child in each 
pacers ease? In other words the new philosophy had to 
1ave a legal theory to support it. It has been said that most 
men, especially most lawyers, fail to espouse major novelties. 
The proponents of this legal theory asserted that it repre- 
sented no more than the old procedures of the chancery and 
criminal courts—Children’s courts begin with the recognition 
that punishment does not stop crime. 


In seeking more effective means, they become concerned, in the first 
instance not with the offense per se but rather with whether or not 
the child requires special care of the State and with the nature of his 
specific needs. This mean that social and psychological factors enter 
the court’s consideration at least on a par with legal factors. The 
court ceases to be a battleground between two individuals or between 
an individual defending self-interest and a State concerned with 
general welfare. 

The juvenile-court movement combined procedures in one court 
which had developed separately and incompletely in the previous 
decades (for example: separate confinement for children, separate 
trials, and probation systems). But these procedures, coupled with a 
sound philosophy and legal theory, did not suffice. New methods had 
to be contrived for it was no small step to affect courts which were 
oriented to learn whether or not a child had committed a specific 
offense to consider instead whether the child before them was a sub- 
ject for special protection, care, and guardianship by the community 
in the same degree as the child who is neglected or homeless, and to 
affect a judge to see himself, not as an arbitrator, but as a community 
representative acting with and for parents to protect children and 
to bring about more desirable behavior as well as more effective 
adjustment. 

In regard to the specific subject under consideration, it is difficult 
to generalize or to make statements applicable to all juvenile courts in 
some instances or to only a few in other cases. During the hearings 
of the Senate Subcommittee to Investigate Juvenile Delinquency, 
we have come across all types of juvenile courts and juvenile court 
judges with varying degrees of efficiency. For example, we have had 
juvenile court judges who denounce psychology and psychiatry feel- 
ing that they, as the judge, are in the best position to determine the 
behavior problems existing in the unfortunate children who appear 
before them, and who consequently feel no one is better qualified than 
they to pronounce the treatment measures necessary to “save” these 
children for society. On the other hand, we have heard judges who 
have gone overboard as far as psychology and psychiatry are con- 
cerned and have uncritically accepted unproven theories and have 
tried—many times with disastrous results—to apply them to their 
charges. Then, of course, there are the instances where the judge and 
his staff operate as a team trying to handle the cases that appear before 
the court in a manner that is conducive to integrating the children 
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back into the community as soon as is feasible, always taking into 
consideration the inadequacies of both the court and the rehabilitative 
facilities of the community. 

Being aware of the dangers of generalization and oversimplifica- 
tion the subcommittee would like to make the following observations 
of juvenile courts as it found them to exist during its investigations. 

ow effective is the juvenile court in the treatment and rehabilita- 
tion of the delinquent and the services it provides the community ? 

We have known for some time that the majority of juvenile courts 
in this Nation are not staffed by specially trained or many times even 
reasonably adequate men. We know that the juvenile probation staffs 
averaged no better than the adult probation staffs, even though their 
task was more complex and more demanding in terms of special skills. 
Children’s cases were being heard by untrained and even unsympa- 
thetic men, on the basis of perfunctory prehearing investigations, 
without scientific diagnosis, without a programing service and—if by 
some miracle the right diagnosis was arrived at—without adequate 
treatment machinery. 

In reviewing the testimony and statements before the subcommittee 
relative to juvenile courts in the United States, we still find these glar- 
ing deficiencies which must be taken into consideration when evaluat- 
ing the role of the juvenile court in the delinquency picture. There 
was always the cry of a lack of adequate probation officers; an utter 
lack of detention facilities other than the local jail; inability or failure 
to obtain adequate social information and to provide a method for re- 
cording and utilizing these facts; judges who were appallingly not 
qualified for their work and who failed to understand the fundamental 
principles of the juvenile court; unnecessary publicity of hearings, 
many times for political reasons. This condition was found to exist 
not only in the courts in the less populated areas but in some courts in 
urban areas where very little development has taken place away from 
the criminal court origins out of which they have chiefly sprung. The 
wide variety of juvenile courts is outnumbered only by their differ- 
ences in operation. Many times in an analysis of the juvenile courts, 
there is a tendency to describe them as uniform throughout the country 
and to idealize them ; to describe the best practices of a few as charac- 
teristic of the many. When we look at the picture factually, however, 
we find that a great many children’s courts are distinct from the 
ordinary court system only in having separate hearings, and that in 
fact the judge and other court personnel are engaged in criminal, civil, 
or other types of legal activity the majority of the time. Many times 
there is a transference in method and attitude from the criminal court 
to the juvenile court on the part of the judge. In many jurisdictions, 
both urban and rural, little attention is paid to the specialized stand- 
ards set up for juvenile court performance. Children’s cases are 
handled much like any other criminal cases except that they many 
times fail to provide the protections that prevail in et courts 
and are considered basic ingredients of justice. Here we have the 
peculiar situation of an institution being developed to protect children 
abandoning the fundamentals upon which the promotion of. justice 
are based. An almost universal handicap of the child is his ignorance 
of the meaning of the charge and of his rights in court; many times he 
is not even told fully and intelligibly of the situation he is in so as to 
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remove the many fears attendant to the traumatic event he finds him- 
self in. Just and consistent procedures have not been established in 
all juvenile courts. The judges should, but do not, look primarily to 
the elicitation of real proof of violation eliminating the incompetent 
and prejudicial hearsay that looms so large in the hearings of many 
of these courts today. Standards have not been set up requiring at 
the very least a preponderance of convincing testimony before the 
child is found delinquent. Many times no effort is made to derive 
information from him which may go to disprove the complaint against 
him. 

Experienced people in the field of detention have told the subcom- 
mittee that children who should not be exposed to institutional as- 
sociations are many times put into this situation awaiting court ap- 
pearance. Remand is of course the easiest and laziest device available 
to ensure attendance of the child at court. In some instances it is 
justified when the child is an obvious threat to the community or when 
it is not feasible to leave him at home. But where he is no great threat, 
there is no excuse to remand him to institutional confinement con- 
sidering the hazards to him, especially when he has not been found 
to be an offender. Subcommittee questionnaires elicited the informa- 
tion from juvenile courts’ judges themselves that this was a normal 
procedure and that children were held overnight or for several days 
in conditions that were barbaric in nature. 

What, then, is the picture of the effectiveness of the juvenile court ? 
Can it be truthfully claimed that the juvenile court, as established 
and operating throughout the United States, is doing a perfect job? 
Unfortunately the answer is “No.” Many juvenile courts are still 
juvenile courts in name only; they are permeated by the philosophy 
of criminal Jaw and criminal prosecution; they lack adequate staffs, 
decent detention quarters, study and classification centers, and diversi- 
fied placement facilities; they are handicapped by meager financial 
appropriations, causing excessive caseloads and the appointment of 
anaealifed personnel. Such criticism and evaluation is needed, but 
it is worthless if it does not lead to improvement. A well-functioning 
juvenile court system living up to generally recognized but frequently 
unrealized standards would be the best defense against attacks on the 
juvenile court. 

Are the courts too soft or too hard in their treatment of parents 
and children brought before them ? 

Once again the subcommittee found the answers to this question 
run the gamut. On the one hand we have heard already hardened 
juvenile offenders welcome the laxity and soft treatment they receive 
at the hands of the juvenile court while in another part of the country 
young offenders would rather be handled—and often request to be 
handled—in the adult criminal court. Of course, much of the latter 
attitude can be attributed to the knowledge on the part of experienced 
youngsters that the juvenile court can many times be arbitrary in its 
decisions aside from the often violated right to a definite charge and 
a hearing from which prejudicial, immaterial, and hearsay evidence 
is excluded. 

Do the courts take too strong a legal or social view in their handling 
of delinquents and are the proceedings constitutional or star chamber ? 
To this question we found many times that the court, dependin 
on the prevailing philosophy of the judge and its personnel, had 
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gone overboard at the legal or social casework ends. There must be 
a compromise between the necessary valid aspects of the two areas if 
the rights of the child are to be protected concommitant with an in- 
telligent, productive, rehabilitative program. 

It was found that some courts attempt more or less rigidly to de- 
termine whether the child is in fact Seitteek demanding evidence 
with probative value, and excluding irrelevant, immaterial, and preju- 
Seal suptioncey, These courts limit their operation to cases of law 
violation, leaving to the other institutions in the community the han- 
dling of nondelinquent problem conduct. Even in these more or less 
legalistic courts, however, testimony is freely and summarily received 
in comparison with the more traditional criminal court, with a mini- 
mum of unnecessary technicality, but there is no doubt of the main 
function of the court; it is a judicial procedure to discover whether 
or not the child committed an unlawful act and should be handled by 
the State’s formal rehabilitative institutions. Many times in this 
type of court the child’s personality and underlying problems are 
not taken into consideration. If, as is frequently the case, the child 
is found to be generally incorrigible, but has committed no violation, 
this type of court will not adjudicate. 

Other courts were found that pride themselves on their liberal and 
socialized character, emphasizing casework services as primary, often 
with a consequent deterioration of the legal function and of the delin- 
quent behavior itself as the central point of the court’s concern. 
Difficulties arise when caseworkers interpret their role as an adminis- 
trative and many time antijudicial, social agency which should deal 
with all types of social and behavior problems. Many times they do 
this despite the negative effects that court handling might have on 
the child who does not seriously require it. 

While the long-range outlook seems to afford an alleviation from 
the burden of lack of personnel, too large caseloads, and the false 
hopes of what the juvenile court should be able to achieve, there are 
definite limitations in connection with the court acting as a casework 
agency. It seems fundamental that no matter how socialized its 
procedure may be, how socially minded the judge, or how efficient the 
probation staff, the juvenile court still remains a court. And because 
it is a court, certain potentially harmful attitudes exist in the com- 
munity, in the child, and even in the court staff that may be a detri- 
ment to a purely casework approach. The ultimate objective should 
be the separation of the judicial and casework functions of the juvenile 
court, with the court retaining responsibility for the former and an 
administrative social agency being responsible for the latter. Under 
such a division of functions, the cases of some children would be routed 
directly to social agencies, there being no need for judicial decision ; 
the cases of others would be taken to court for judicial action and then 
transferred to social agencies for treatment. 

As to the constitutionality of juvenile court proceedings—this was 
one of the major areas that the members of the delinquency subcom- 
mittee wished to look into. During its investigations, the ominiscient 
attitude of some juvenile court judges coupled with arbitrary, ob- 
viously uncalled for decisions, made some of the subcommittee mem- 
bers with socio-legal backgrounds wince with pain. The rights to a 
definite charge, counsel, a fair hearing, reasonably relevant and con- 
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vincing evidence, and appeal, which are ensured on even the most 
trivial issues to adults, were not being afforded to children. In a 
large proportion of specialized urban juvenile courts, the child enters 
with a presumption of delinquency, and under the current procedures 
in vogue, it is almost impossible for him to rebut that presumption, 
once an overzealous probation officer has found a personal problem in 
his case study to work on. As has been heard many times, “Who is 
to save the child from his saviors?” ‘This has long been a problem 
that is still far from solved. Roscoe Pound’s statement on this 
situation is still valid: 


If one is inclined to minimize the need of systematic ad- 
ministrative supervision of juvenile probation, let him con- 
sider one item. Child placement involves administrative 
authority over one of the most intimate and cherished of 
human relations. The powers of the Star Chamber were a 
trifle in comparison with those of our juvenile courts and 
courts of domestic relations. The latter may bring about a 
revolution as easily as did the former. It is well known that 
too often the placing of a child in a home or even in an insti- 
tution is done casually or perfunctorily or even arbi- 
trarily * * * Even with the most superior personnel, these 
tribunals call for legal checks. 
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Should publicity be given to juvenile court cases? 

The exclusion of the public from hearings of children’s cases is 
generally recognized as a fundamental feature of the juvenile court 
procedure. Except for the judge, the clerk, the chief probation 
officer, and some other members of the staff, only those directly 
concerned in each case—the child, his parents, the complainant, the 
witnesses—are present at the hearing. In some courts witnesses re- 
main outside the courtroom except when testifying. However, no 
matter how beneficial this type of procedure may be in regard to 
the child and his parents, it is to the advantage of the court to permit 
acquaintance with its work that will win the understanding and 
cooperation of the community and free the court from the suspicious 
criticism of holding “star chamber sessions.” Unduly strict privacy 
may be as injurious to the court in terms of public relations and subse- 
quent loss of prestige as undue publicity. Privacy should not be 
interpreted by the community as secrecy. The juvenile court judge 
in Washington, D. C., has demonstrated how the various cases are 
handled in the court by allowing the local newspapers entry to report 
on its proceedings. This is a good public relations job as it increases 
the public’s knowledge and understanding of the workings of the 
court, without identifying or embarrassing anyone engaged in 
adjudication. 

Closely related to the subject of publicity, that aside from the 
child’s right to a definite charge and a hearing from which prejudi- 
cial, immaterial, and hearsay evidence is excluded, there are other 
lesser but nonetheless important rights which should be insured the 
child who risks adjudication in juvenile court and the restraints which 
may be imposed. One issue is the degree of informality desirable. 
It is one thing to have private hearings, but it is quite another matter 
to conduct the trial of an important issue under such circumstances 
that there is either a partial or too frequently a complete lack of 
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record of the evidence upon which the child is held for treatment. 
In those courts where the records are incomplete, there is literally 
no way to determine the justice of the court’s action. While it may 
be desirable to have juvenile court sessions nonpublic and less formal 
than ordinary criminal court procedure, the child is, nevertheless, 
entitled to a record on his hearing, containing all the evidence received 
by the court on the basis of which judicial errors may be reversed or 
corrected. 

“Has the juvenile court so far been a success?” In looking for 
valid evidence that would enable one to properly evaluate the juvenile 
court, we find that numerous statistics have been compiled, particu- 
larly of recidivism, to prove the success or failure of the juvenile 
court’s work. But the data assembled from local juvenile courts have 
varied so widely that they must be considered inconclusive as far 
as providing a picture of whether or not they have been successful. 
At best they only provide a limited basis for comparison. 

The juvenile court has been recognized as a great step forward 
from the conventional criminal court. And insofar as the concepts 
inherent in the philosophy of the special court for children are con- 
cerned, i. e., the development of a social institution which recognizes 
the differences and potentialities of children, this is true. However, in 
terms of developing standards and procedures to achieve this aim, 
there is still much to be desired. 


Jurisdiction of juvenile courts in the several States 





Jurisdiction Nature and extent of jurisdiction Miscellaneous 
Alabama__........--| Exclusive original. Juvenile court in 


counties 100,000 or more, and counties 
where probate court acts as juvenile 
court, may transfer delinquent over 14 
to court having jurisdiction of offense. 
Children between 16 and 18 brought 
before any court of criminal jurisdiction 
may be transferred to juvenile court for 
delinquency proceedings in counties of 
75,000 or more and counties where pro- 
bate courts acts as juvenile court. 


Arizona... ......-. .-.| Exclusive original. Court may permit 
criminal prosecution after examination 
in chambers. 

PINS: 66 i cectans Exclusive original if arrested without 


warrant. Concurrent if arrested upon 
warrant. Court issuing warrant may 
try case or may transfer child to juvenile 
court. Juvenile court may transfer 
child to court having jurisdiction of 


offense. 
California.._........| Exclusive original over children under 18; | Final judgment may be suspended on 
concurrent original over children 18 to 21. any conviction, charge, or prosecu- 


Juvenile court has no jurisdiction over tion of a minor, for misdemeanor or 
minors between 18 and 21, if capital felony, where in the judgment of the 


offense has been committed or at- the court in which such proceeding is 
tempted. Juvenile court may order pending there is reasonable ground 
criminal prosecution of delinquent vio- to believe that such minor may be 
lating any State law or ordinance defin- reformed and that a commitment to 
ing crime. prison would work manifest injury 
in the premises. 
Colorado. a sssecwer che Exclusive original with following excep- | Boys under the age of 12 years shall, for 


tions: (a) Criminal charges against all offenses the penalty whereof is 
minor under 21 may be tried in district imprisonment, be punished, by con- 
court, county court, or juvenile court in finement in the county jail for a 
counties 100,000 or more; (6) misdemeanor period not exceeding 2 years. 

charges against minors 17 or more may 

be heard by justice of peace or police 

magistrate. 
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Jurisdiction of juvenile courts in the several States—Continued 


Jurisdiction Nature and extent of jurisdiction 


Connecticut.__.__.__| Exclusive original. Juvenile court has 
jurisdiction over children between 16 
and 18 who have been transferred from 
the jurisdiction of a town, city, police, or 
borough court to the jurisdiction of the 
juvenile court. 

Delaware.._.._____._| Exclusive original__-._- pl. JL Gt .d3 a 

District of Columbia.| Exclusive original. But juvenile cour 
has no jurisdiction of capital and other 
infamous offenses and those punishable 
by imprisonment in penitentiary. 

Florida. : Exclusive original, exeept as to children 
charged with crime, where jurisdiction is 
concurrent with court having jurisdic- 
tion over offense. No jurisdiction if 
offense is rape, murder, manslaughter, 
robbery, arson, burglary, or attempt to 
commit one of these. 

Georgia._- Exclusive original. But juvenile court 
may transfer child to a court having 
jurisdiction of the crime. 

Hawaii_..___________] Exclusive original_- 3 BITS iG 

Idaho-__.- ___.__| Exclusive, except over children charged 
with felonies. 


Ties) F252... Exclusive original. But court may allow 
criminal prosecution of delinquents. 


DOO... « ontecsanes Exclusive except over children charged 
with offenses punishable by life impris- 
onment or death. 

ee ae ee Exclusive original except for offense within 
jurisdiction of district court, when juris- 
diction is concurrent, except that juve- 
nile court has no jurisdiction of offenses 
punishable by life imprisonment or 
death. Child under 18 convicted of 
offense not punishable by life imprison- 
ment or death may be transferred by 
district court to juvenile court for 
commitment. 


| eet Exclusive original, -.5..02802.--04.i.-.222 

Rentecky......:.... Exclusive original. But court may 
remand case to court having jurisdiction 
of offense. 

Louisiana... .......- Exclusive original. In Orleans Parish 


court has no jurisdiction of capital 
offenses; elsewhere, court has no juris- 
diction of capita] offenses or assault with 
intent to commit rape. 

ae! eee Bear ve Orme oe 5 ar es 

Marylatid...-......- Exclusive. Case may be tried under 
regular criminal procedure if jury trial 
is demanded where circuit court has 
been designated. 


Massachusetts... ... Exclusive original. But court has no 
jurisdiction of offenses punishable by 
ife imprisonment or death. Court may 
remand for criminal trial for violation of 
any State law, city ordinance, or town 
bylaw. 


Miscellaneous 





No minor shall be sentenced to death, 

Board of State prison commissioners is 
empowered to place any minor under 
the age of 15, sentenced to the State 
penitentiary, in a school of correction. 

Persons under 18 shall not be im- 
prisoned in penitentiary except for 
murder, manslaughter, rape, rob- 
bery, burglary, or arson, but shall be 
confined in county jail. Boys be- 
tween 16 and 21 guilty of offense 
punishable by imprisonment in 
county jail may be committed to 
reformatory instead, 


When person under 16 is convicted of 
felony, he shall be sentenced to 
imprisonment in county jail not 
exceeding 1 year. 


When minor under 18 is convicted of 
offense punishable by imprisonment, 
court or justice of peace may sentence 
to house of refuge instead of to prison. 
Court may suspend sentence of minor 
under 15 convicted of less serious 
offense (see statute) and bind him out 
out to some person or to the managers 
of a reform school. Misdemeanor to 
misrepresent age to procure alcoholic 
beverage. 

Fact that person was under 17 at time 
of conviction does not affect validity 
of conviction. Ifa boy under 16 con- 
victed of felony and sentenced to 
solitary imprisonment at hard labor 
for not more than 3 years has not 
previously been sentenced to a pri- 
son, the sentence shall be executed in 
the jail. 


JUVENILE DELINQUENCY 


18] 


Jurisdiction of juvenile courts in the several States—Continued 


Jurisdiction Nature and extent of jurisdiction 





Exclusive original. Court”"may remand” 
child over 15 accused of felony to court 
having jurisdiction of offense. 

Exclusive original. Court may™permit 
— proceedings against child over 
12, 

Concurrent. Court may remand for crimi- 
nal trial in circuit court. When child 
under 18 is brought before any court 
charged with an offense, such court may 
transfer case to chancery court for delin- 
quency hearing. ; 

Exclusive original. Court may” dismiss 
tition and order criminal prosecution. 
inors 17 or over who commit acts that 

would constitute delinquency if com- 
mitted by minor under 17 may be tried 
as for misdemeanor in any court of 
record (juvenile court is court of record). 

Exclusive original. Court has no juris- 
diction of offenses punishable by life 
imprisonment or death. Court may 
permit criminal proceedings where delin- 
quency charged would otherwise con- 
stitute a felony. 

Exclusive over children under 16; con- 
current over children between 16 and 18. 

Exclusive original. But court may per- 
mit criminal proceedings. District court 
may treat minor over 18 and under 21, 
charged with felony except capital 
offense or attempt to commit capital 
offense as delinquent with consent of 
such minor; after conviction in criminal 
court such minor may be treated as 
delinquent. 

Exclusive original. Court may remand 
to criminal court. Criminal laws not 
affected. 

Exclusive original 


Montana. -__-- 


Nebraska. -.. _- 


Nevada 


New Hampshire-.-.-- 


New Jersey_.-...--..- 


New Mexico- Exclusive original. Criminal proceedings 
may be held in juvenile court if child is 
incorrigible or charged with offense for 
which jury trial is guaranteed. Dis- 
trict court has exclusive jurisdiction 
over girls under 18 who are immoral, 
incorrigible, or accused of any offense 
except murder. 

Exclusive original. Court has no juris- 
diction of offenses punishable by life 
imprisonment or death (this exception 
not applicable in Chautauqua County). 


Exclusive original. Court may hold child 
between 14 and 16 charged with felony 
punishable by less than 10 years’ im- 
prisonment for trial in superior court 
under criminal procedure; court has no 
jurisdiction of felony punishable by 10 
or more years imprisonment. 

Exclusive original. Court may permit 
criminal proceedings. 


Now Yori... ..c 


North Carolina____.-. 


North Dakota.____.. 


Biber. Jacks. - Exclusive original. Court may remand 
minor accused of felony to court of com- 
mon pleas for criminal trial. 

Oklahoma..._......-. Exclusive original. Court may remand 


to court of criminal jurisdiction. 


Miscellaneous 





When person under age of 21 is con- 
victed of offense punishable by im- 
prisonment in State prison, court 
may confine him at hard labor in 
county penitentiary instead. 


When a male between 16 and 25, or a 
female between 16 and 30 is convicted 
of felony for the first time, he may be 
confined in reformatory inste: of 
being sentenced to a State prison. 


When a person under age of 16 is con- 
victed of an offense punishable by 
imprisonment in penitentiary, he 
may be sentenced to county jail 
instead. 


When youth under 21, not previously 
convicted of crime, shall be con- 
victed in court of record of any crime 
other than murder, manslaughter, or 
arson, judge may suspend sentence 
and release the youth upon his own 
recognizance. 





Pennsylvania______.- 


Rhode Island-------- 


South Carolina____- 


South Dakota 
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Nature and extent of jurisdiction 


Exclusive originak Court may remand 
to court of criminal jurisdiction, Crim- 
inal court convicting child may certify 
conviction to juvenile court for commit- 
ment. 


Exclusive original. Court has no juris- 
diction of murder charges. Court may 
remand for criminal trial child over 14 
accused of felony. 

Exclusive original. Court has no juris- 
diction of murder or manslaughter. 
Court may dismiss petition so as to 
permit criminal proceedings. 

Exclusive original. The court may trans- 
fer to the criminal courts any child it 
thinks should be transferred. 

Exclusive original. Court may permit 
criminal proceedings. 


Exclusive original. But in Hamilton and 
Knox Counties, Johnson City and 
Kingsport the criminal court has juris- 
diction of child charged with indictable 
offense, although child arraigned or tried 
by criminal court may be transferred to 
juvenile court. Juvenile court has no 
jurisdiction of offenses punishable by 
life imprisonment or death in Knox 
County, Johnson City, and Kingsport; 
no jurisdiction of rape or murder else- 
where. Juvenile court may remand for 
criminal trial in Knox and Hamilton 
Counties, Johnson City, and Kingsport; 
may so remand elsewhere if child proves 
incorrigible after commitment as delin- 
quent. Child may be transferred on 
demand to criminal court for trial in 
Knox County, Johnson City, and Kings- 
port. 

Boys under 18 who have been con- 
victed of an offense punishable by con- 
finement in the penitentiary shall be 
sentenced to and confined in the State 
training school; provided that no boy 
under 12 shall be sentenced there unless 
convicted for a capital offense. Court 
may suspend sentence when it is in the 
best interest of the boy and society. 


Betiusiveeriginal.s. .....50.2......%.--.... 


Exclusive original, except that juvenile 
court has concurrent jurisdiction with 
district court of children 14 years of age 
or older accused of felony. 


| Exclusive original - ..........--..------.--- 


Exclusive original. Court may permit 
criminal proceedings against minors 14 
or over. 

Exclusive original. Court may remand 
ao charged with crime for criminal 
trial. 


Exclusive original. Court may permit 
criminal proceedings except as to viola- 
tions which if committed by an adult 
would be capital offenses. 

Exclusive original over children under 16; 
concurrent with criminal court over 
delinquents 16 or over, 


Jurisdiction of juvenile courts in the several States—Continued 


Miscellaneous 


Final judgment against any minor 
under 16 may be suspended on any 
conviction, charge, or prosecution for 
misdemeanor or felony, where, in 
opinion of court, there is reasonable 
ground to believe that such minor 
may be reformed. 

Court may sentence to reformatory 
male criminal between ages of 15 and 
25 eonvicted of offense punishable 
by imprisonment in the penitentiary. 

When person under 18 is convicted of 
criminal offense, court may sentence 
such person to State reform school. 


When person under 16 is convicted of 
offense punishable by imprison- 
ment in State penitentiary, court 
may sentence such person to county 
jail instead. 


Governor may commute punishment of 
child under 16 confined in State pris- 
on, and remove him to State indus- 
trial school. 


When boy between 8 and 16 or girl be- 
tween 8 and 18 is found guilty of crime 
except murder or manslaughter 
court May commit such person to 
State training school. When male 
person between 16 and 30, never 
before convicted of felony, is con- 
victed of felony, except murder, 
arson in the Ist degree, or robbery, 
court May commit such person to 
State reformatory. 

When minor under 18 is convicted of 
offense punishable by imprisonment, 
court may commit such minor to 
industrial school. 

Minor under 18 convicted of criminal 
offense may be committed to State 
industrial school instead of to State 
prison. 
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DETENTION OF CHILDREN IN THE UNITED STATES 


The subcommittee, in an attempt to explore the detention facilities 
for children throughout the United States, sent questionnaires to nu- 
merous outstanding authorities in this field and also juvenile court 
judges and police officials. This section of the report is a compilation 
of some of the replies on this problem that were received. 

Mr. Sherwood Norman, director of detention services, National 
Probation and Parole Association, in a paper submitted to the sub- 
committee, said : 


Jail and substandard detention care for children is a na- 
tional disgrace. One hundred throusand children from 7 to 
17 are held in county jails and police lockups most of which 
are substandard for adults. This situation exists in over 2,500 
counties in the United States which are too small to justify 
the construction of a special detention home and in many 
which have detention homes lacking proper staff and pro- 
gram. Thousands of other children are held in basement 
cells or behind bars in detention homes which offer nothing 
more than the cold storage of physical care and custody. The 
pity of it is that many of these children picked up for minor 
delinquencies do not require detention at all. As a result, 
they are thrown in contact with more sophisticated young- 
sters and pick up their first lessons in crime. If the juvenile 
courts had adequate probation service, most children would 
remain in the community under the supervision of a probation 
officer while awaiting court disposition. Only children who 
are a danger to themselves or the community or who are 
almost certain to run away need secure custody. 


Two detention homes of the type Mr. Norman refers to can be 
described as follows: 


Here is 1 where 2 locked doors substitute for supervision 
and provide the only segregation day and night for 20 to 
30 boys and girls of all ages up to 1. Eight or ten girls, 
including an occasional baby, young dependent children, 
and seriously delinquent older girls roam the second floor 
quarters locked away from the rest of the building. The 
done or so boys include an 8-year-old neglected youngster, 
a 10-year-old feeble-minded boy awaiting institutional place- 
ment and the 16-year-old member of a burglarizing gang. 
Except for mealtime and an occassional stretch on the yard 
they mill around their third-floor quarters far away day and 
night from the solitary matron on the ground floor. The de- 
tention home does what it was planned to do—it keeps 
youngsters away from adult offenders, keeps boys away from 
girls, and its barred windows and brick walls have stood firm 
against most escape attempts. Although boys’ and girls’ 
quarters are in terrible disrepair and both gloomy and barren, 
the place can be made clean enough to meet the eye of the 
visiting board. The older and most difficult boys and girls 
often stay in this home for weeks awaiting placement and 
casting their shadow over dozens of young children who come 
and go. 
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Contrast with this idleness and lack of supervision the brisk 
schedule and close supervision of a large, imposing and 
well-kept detention home. Here delinquents are carefully 
segregated from dependents. “Thirty to forty delinquent 

irls from 9 to 16 years of age live together in a perfect 
fishbowl under watchful eyes day and night. They do not 
have private possessions, a private word or private action. 
By day a girl may call her own only the clothes on her back, 
and even those loose garments are especially designed for 
institutional convenience. She may not own a bobbypin for 
fear it might pick a lock. At night her clothes are locked 
away from her. By day she does endless scrubbing, polish- 
ing, and dusting, and if she runs out of work she may sit, 
1 of 30 or so, in a dayroom and go through the cards, checkers, 
funny-book routine again and again. She must line up in 
silence to be counted and searched several times a day. She 
must line up to use the bathroom. They wonder why she 
doesn’t run and play when she is taken out into the square 
walled courtyard for an hour. But there is nothing to play 
with and if she walks off by herself or with a friend she is 
ordered back to the group. So she just sits in the sun, What 
do they expect a girl todo? The average girl spends 3 weeks 
here. Anyone who recalls the warm imprint that 2 weeks 
in a good camp can leave on the life of a teenager can imagine 
by contrast the cold imprint that 3 weeks in this detention 
home will leave. Will it make her want to live a better life ? 
Not achance. It will tell her a hundred times a day that the 
adult world distrusts, despises, blames, and hates her. And 
she will distrust and hate right back. It will tell her that 
other delinquent girls are kinder and more considerate than 
most adults and that life is a battle of youth against the 
world. 

Add to these average pictures the fortunately less common 
but still used practices of standing children on the black line 
for hours, the use of restraining uot, long solitary confine- 
ment, bread and water punishments, and other forms of 
cruelty and abuse which untrained incompetent people resort 
to in an effort to deal with angry, bitter, and often panic- 
stricken youngsters, 

Add to them, too, these glimpses contributed by different 
persons from widely separated parts of the country : “Within 
30 minutes after he had been committed to the detention home 
a 12-year-old boy had been beaten with a belt by some older 
boys because he did not have any money or cigarettes.” What 
good is it to take boys out of jail if we put them instead into 
carelessly run detention homes where kangeroo courts spring 
up all over again? 

In a detention home in one State a county physician’s 
examination revealed dark-blue bruises about 4 inches in 
diameter on a 14-year-old youth being held for court hearing. 
The use of a paddle was admitted by the superintendent. In 
this “home,” on an inspection tour the dean of a local college 
discovered a quantity of unused play equipment. She was 
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told by an official that the boys and girls were headed for 
correctional schools anyhow and the institution did not need 
a program. 

Another fine-looking detention home has a well-furnished 
living room in its boys’ quarters. But, except for 4 hours a 
week, the boys are locked out of the living room and locked 
into a dayroom furnished only with a few benches. Here, 
for hours each day, they are alone without leadership, super- 
vision, or occupation. The attendant in these quarters—who 
is no more than a keeper—depends on a uniform cap to in- 
crease his authority with the boys. 

Detention is a specialized type of care. Improperly given 
in a jail or poor detention home, it can arouse hostilities in 
youngsters which will backfire against society. To prevent 
this, a secure but non-jail-like building is called for. It must 
be fireproof and specially designed, but with varied indoor 
and outdoor activity within a confined setting. The program 
must allow for visual control, since constant supervision is 
necessary. A detention-home building is a waste of tax- 
payers’ money if improperly designed or built too large or too 
small. Most of them are improperly designed and built too 
large or too small. 


One of the most modern and outstanding detention homes visited 
by the subcommittee was the one built by San Diego County, Calif. 
This institution impressed the visiting members of the subcommittee 
with the modern design, equipment, and program. 

Recent National Probation and Parole Association surveys show 
many communities are detaining far too many children. Police and 
probation officers are using detention as a convenient substitute for 
supervising the child in the community. Often the size of a detention 
home is determined, not by careful study of existing practices, but 
by current trends in the number of detentions. Thus detention homes 
gradually grow into larger and larger dumping grounds for the un- 
solved problems of children and youth. 

These surveys have also shown that existing practices and working 
relationships between agencies often need to be revised if the right 
size detention home is to be constructed. The addition of 1 probation 
officer to supervise children in the community costs far less than 
24-hour staff required for these same children in a detention institu- 
tion. Probation supervision serves the same purpose as bail in the 
adult court. It stresses responsibility for the child’s behavior being 
assumed by parent and by the child himself, whereas placing the 
youngster in detention relieves them both of responsibility. 

Harry Manuel Shulman, first deputy commissioner, department of 
correction, New York City, states in an article in the NPPA Journal 
of April 1956: 

Detention should be brief, and its application should be 
flexible. The purpose of detention is not to hold persons 
under investigation prior to arraignment, and it should not 
serve as a remand type of punishment or a retaliative type of 
discipline imposed upon those arrested. Detention should 
be brief; it is a period of psychological stress and damage 
and should be terminated as quickly as possible, either by 
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discharge or by initiation of the punishment situation. De- 
tention is psychologically unsound when it interposes a 
lengthy period between the criminal act and its punishment, 
thus reducing the possibility of emotionally associating the 
punishment with the criminal act. Those held for long 
periods of detention make the psychological adjustments that 
reduce the efficiency of punishment. 

Detention is too frequently an inflexible process. Youn 
persons detained at the outset of a police investigation Sted 
not continue to be so detained if in the rocess of the investi- 

ation the evidence warrants release on bail or a return to the 
amily home on parole to a responsible individual. 

The specific procedures suggested to reduce the evils of 
jail and city-prison detention include (1) juridical changes, 
(2) improved detention facilities and programs, and (3) 
special remand shelters for young persons. 


In reply to a questionnaire from the subcommittee, Dodge County, 
Wis., Judge Henry G. Gergen, Jr., stated : 


This information comes from a county of 58,000 with quite 
a large area. I am unaware of the true nature of problems 
in a metropolitan area. Detention in a less populous area 
will always mean some rooms set aside in the county jail. It 
cannot be otherwise, because so few boys and girls are de- 
tained for any extended period of time. It is uneconomical 
for the community to establish a facility which will be used 
but a very small proportion of the time. In the same light, 
it cannot be er that professional workers will be available 
to serve as matrons or jailers in detention facilities. The 
community simply cannot afford to pay to have such facilities 
available in a less populous area. 


Mr. Dale F. re secretary-treasurer of the Pennsylvania 
Council of Juvenile 


ourt Judges, said: 


In the matter of detention, the only thought I have is that 
steps might be taken to encourage one or more small counties 
to share detention facilities; many counties in Pennsylvania 
would be entirely too small to afford a detention home with a 
trained staff. My own county has no such facilities. On the 
other hand, through the cooperation between our probation 
department and that of the neighboring county of York, we 
have been able to have adequate detention facilities even 
though there is some inconvenience of traveling. 


County Judge Minard E. Hulse, of Lake County, Waukegan, 
replied : 





Detention is a subject which requires immediate attention. 
Too many children are placed in jail. Our county is just now 
in the process of building a detention home. We see the need 
for this every day. Many children would not be required to 
be sent to a State training school if adequate detention homes 
were available in their own county, or in neighboring coun- 
ties in the cases of smaller counties. As it is, we have no 
intermediate detention available between the jail and the 
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State training school. Our county can now afford to build 
this detention home. Undoubtedly, there are many counties 
that do not have sufficient funds available for this purpose. 
Therefore, I suggest that legislation be provided whereby 
some financial help may be given to the counties to enable 
them to construct and maintain detention homes, 


From Judge Wilkes C. Robinson, juvenile and domestic relations 
court, of Calhoun County, Ala., came this suggestion : 


The biggest problem is a financial one in the development 
of adequate detention facilities. There are many small coun- 
ties and middle-size counties that need detention facilities 
for their children who are committing crimes, but they do not 
have the money to build adequate detention homes either 
as to space or trained personnel. This means that the smaller 
counties must band together to build their detention facili- 
ties, or else they must turn their attention to shelter-care 
facilities or some type of subsidized boarding home that can 
take as many as 6 or 7 children on an emergency basis. This 
would be an expensive way of meeting an emergency need. 
Federal funds should be made available in some way to en- 
courage the expenditure of State funds for such shelter-care 
facilities in the various counties. ! 


Mr. Norman believes that district detention homes are one of our 
greatest national needs. He states: 


How can such detention be given when over 2,500 coun- 
ties in the United States have from one to a few dozen chil- 
dren a year to detain? Larger counties can afford to have a 
detention home, the vast majority must depend on the local 
jail. There are some counties which use the detention facili- 
ties of other counties but such inter-county cooperation is the 
exception rather than the rule. 

County autonomy is a strong factor in American Govern- 
ment. However, when specialized services are unavailable 
or impractical at the county level, the State should assume 
responsibility for providing them. Detention is clearly one 
of these services. Counties of under 100,000 population or 
having less than 50 children a year to detain should be eli- 
gible for child detention services. 

A small specially designed district detention home, strate- 
gically located with regard to highways and population cen- 
ters could serve a group of counties. Each county would pay 
a per diem varying with the county tax rate. Such a plan 
might well be tried in the form of a pilot project and, if 
successful, extended to all of the smaller counties throughout 
the State. 

Objections to district detention homes have been raised 
on the grounds that transporting children long distances for 
temporary care is impractical. However, this is a relative 
matter, inasmuch as there are police officers who object to 
taking children a mile or two from their headquarters, while 
others consider it routine to transport children who need 
detention care from 50 to 200 miles in geographically large 
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counties, A system of district detention homes in the aver- 
age State should not require transporting children such dis- 
tances. Moreover, since most counties are under 50,000 popu- 
lation, there would be relatively few occasions in which such 
transportation would be required for detention. 

Another objection which has been raised is that the use 
of a district facility by a number of different county juve- 
nile courts would present jurisdictional problems. If this 
objection is valid these jurisdictional problems would have 
become evident where district detention already exists. Such 
is not the case. Small counties without detention homes of 
their own are making use of already established detention 
facilities in other counties, in such States as New York, 
Michigan, Virginia, Ohio, and Oregon. <A central detention 
facility is used in New Hampshire, Rhode Island, and Dela- 
ware. In States where the statutes positively prohibit 
placing children under juvenile court age in jail, the use of 
district detention by the various jurisdictions has not been 
found impractical. 


The subcommittee is of the opinion that the recommendations of the 
National Probation and Parole Association should be followed by 
the various States. In their standards it is recommended that: 


A State agency be given legal responsibility to accomplish 
the following: 

1. Set standards for detention care, provide detention con- 
sulting services, State inspection of detention homes with 
published reports. 

2. Provide State subsidies to county detention homes meet- 
ing basic recommended standards. 

3. Encourage the development of a joint detention home 
owned by one county, but serving other counties on a per 
diem basis, by providing a State subsidy for construction. 

4. Construct and operate district detention homes for the 
use of geographically related counties, each too small to 
justify constructing and maintaining its own building. 

As a guide to the steps which should be taken in planning 
detention homes by counties: 

1. Enlist the participation of the community social plan- 
ning council or a citizen committee, the nucleus of which may 
later serve as an advisory committee. Planning should in- 
volve not only agencies immediately concerned but related 
agencies. The detention of children is a community problem 
and should be met with well-advised community action. 

2. Clearly distinguish between detention and shelter care. 
Provide temporary shelter care (for children who do not re- 
quire secure custody) in subsidized foster family homes, re- 
ceiving homes or, in larger communities, small temporary care 
institutions with supporting casework staff. 

3. Secure basic statistical data including existing annual 
capacity, usual occupancy, and length of stay. 

4, Evaluate the policies and practices of the police and the 
juvenile court as they relate to the use of detention in the 
light of approved standards and goals. 
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5, Examine the adeqnacy of probation services to see if 
sufficient staff is available to interview children before they 
are detained rather than determining the need for detention 
after they have already been detained by the police. 

6. Examine the adequacy of other community services for 
children to see where lacks in services have failed to check 
family and child maladjustments which lead to delinquency 
and the necessity of detention. 

. Examine county population trends and consider these in 
the light of reduced use of detention resulting from improved 
practices and added services where needed. 


TRAINING SCHOOLS 


The history of State training schools for delinquent boys and girls, 
with few exceptions, gives evitioe of political patronage, brutality, 
corporal punishment, and a hazy pattern of rehabilitation based on 
a philosophy of custody and punishment. Trained leadership was the 
exception. Trained staff was rare and sometimes tolerated for the 
purposes of “window dressing.” Scientific disciplines received 
lipservice. Also, the training-school field was weakened because of the 
stepchild classification which usually placed the institution in a 
nebulous and mysterious category. Sometimes the training school 
was thought of as a part of the educational program ; and in some 
instances, it was thought of as part of the welfare program. Other 
than this, however, the State training school for delinquents was 
usually not thought of. Rejected by many, wanted by none and fre- 
quently used as a scapegoat by others, it is quite significant that the 
training school operated ina vacuum. The training school was always 
the “hot spot” of any State setup; hence, it was shuttled around like 
a “hot potato,” changing superintendents every time a governor or 
department head found he lacked an answer ‘he the daily press or 
other sources of pressure. 

The New Look in the training-school field or, as some have called 
it, “the reform of the reform school”—began several decades ago in 
most States, earlier in a few States. Gradually, governors and de- 
partment directors realized that the solution to their problem in the 
training school was not as simple as changing the superintendent. 
Over the years some States removed their training schools from the 
clutches of patronage and opened the door to trained leadership and 
trained staff. Scientific disciplines became a part of the regular pro- 
gram in some States. The old philosophy oF “custody and punish- 
ment” began to give way to that of “treatment and rehabilitation.” 

By this time we have learned of training schools and their place in 
the whole concept of treatment of disturbed children but we still have 
not found an adequate solution to the problems; we have not yet 
found a philosophy and a program of training schools to satisfy at 
least the majority of our do’s and don’ts. Particularly, during such 
a time of transition the most important person in the entire training- 
school setup is its ee executive. Upon the man’s personality, 
his philosophy, his knowledge, his abilities, his devotion, and energy 
and no less his vision and courage will depend not only the efficiency 
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of the institution but also the pioneering and the experimentation 
achieved in the new philosophy and new approach in the whole field. 

The philosophy for training schools is predicated upon what is 
expected from the training-school’s program. The youngster who 
is sent to the training school usually has a much different expectation 
than the community which sends him. Viewing his commitment as 
punishment, the youngster arrives at the school fearful, suspicious, 
and distrustful of its intentions toward him. He does not see the 
training school as a source of help in relation to his difficulties in 
getting along in society. Indeed, while he may recognize the need 
to conform so as to return home as soon as possible, it is the rare de- 
linquent youngster who recognizes his need for help in terms of basic 
adjustment. 

Those workers who are intimately associated with the programs 
of training schools are resolved to demonstrate to the youngster for 
whom they have responsibility that his conception of the school is 
erroneous. They would, if they could, conduct the program in such 
a way that it was a therapeutic agent—not an instrument of punish- 
ment. They know that simply to repress or suppress the delinquent 
behavior is not enough. Recognizing the manner in which all com- 
ponents of the human personality are interwoven, they seek to deter- 
mine as fully as possible just why each child was unable to conform 
to the demands of his community. To the fullest possible extent, they 
provide those experiences which will so alter a child’s needs, concepts, 
and relationships that he will be able to achieve a satisfactory and 
satisfying social adjustment. 

Any attempt to formulate program guides for these institutions 
which will be useful to institutional administrators must be related 
to the aims of those responsible for the conduct of the schools. Herein 
lies the central problem of evolving a philosophy for training schools. 
The institutional administrators see the institution as a treatment 
agent. But what kind of program makes it a treatment agent? The 
number of permutations and combinations of the variables that make 
up the institution living is infinite. Manipulation of all these vari- 
ables is usually beyond the control of any single individual or any 
single group of individuals. Even if all the factors which go into 
the making of the institution as a treatment agent could be controlled, 
there is little knowledge of how they should be controlled. 

Despite the difficulty of the task, it is possible to make a start by 
using as a point of departure the premise that each part of the school 
program must be structured and programed in such a way as to 
achieve the central purpose of the institution. Such an effort must 
begin with some examination of the characteristics of the delinquent 
youngster committed to the training school. 

A sound and effective training-school program rests in three ele- 
ments—the right philosophy, a good organizational structure, and a 
sound administrative approach. Administration and organization 
tuned to the right philosophy will not develop accidentally. These 
things cannot grow by themselves but develop as a result of strong 
leadership and clearly defined principles known to all the staffs and 
the community. While organization is concerned with the setting up 
of structure and lines of responsibility to facilitate operation, it is 
through the process of coordination, that the day-by-day operation 
is assured, and harmony and balance between organization and admin- 
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istration is achieved. Sound philosophy and efficient operation divide 
the administrative responsibilities within the training school into two 
closely related but diferent kinds of functions, namely (1) program 
services: psychiatry, psychology, social work, religion, education, 
group life, recreation, etc., and (2) business management and opera- 
tions : maintenance, housekeeping, production areas, food services, etc. 

Training schools have always had programs. However, training- 
school superintendents have not always had deep conviction or feeling 
that these programs should have precedence over all other institution 
activities or facilities. A training-school superintendent without 
specialized training in such areas as social work, education, grou 
work, psychology, psychiatry, or other related fields in human devel- 
opment is somewhat handicapped and in general it would be unusual 
for such a superintendent to select a staff of well-trained and expe- 
rienced key personnel. Leadership from the superintendent should 
stimulate and motivate a staff to be creative and progressive. It has 
often been said by many experts in the field that the training-school 
program is the length and breadth of the superintendent. A survey 
of the training-school field from the beginning to the present day 
indicates without a doubt that this simple statement holds the key to 
many of the problems in the training-school field. 

The superintendent should have a real feeling of professional and 
administrative security so that he can objectively and effectively 
delegate responsibility. There is also a necessity for a warm, humble 
attitude that attracts the confidence, trust, and friendship of both 
students and staff. Firm leadership is necessary in order to create 
a proper attitude among children and staff and stimulate a climate 
that is conducive of treatment. These qualities and abilities, of 
course, require emotional maturity, sound judgment, practical atti- 
tudes, imagination, creative ability, and an innate capacity to have 
good interpersonal relations with people. A keen awareness of public 
relations, the value of citizen participation, and the ability to speak 
simply and forcefully before a group is a vital part of the overall 
success of a person in this position, A sincere and genuine respect 
for all people regardless of race, creed or color is a basic factor in 
stimulating healthy institutional morale. 

Another cliche of the institutional field is noted: “Training school 
superintendents come and go, but training schools go on forever.” 
Unfortunately this has been true and the records show the results. 
The operation of a training school cannot be left to chance. Definite 
goals and plans must be set and these must continue for reasonable 
periods of time. 

The most important nourishment that the training-school program 
can have is a well-planned, effective and all-conclusive and ever- 
continuous inservice training program. The assignment of a boy or 
girl to a cottage for group living, the assignment to a school program, 
the assignment toa work program, and the assignment to an individual 
staff member for counseling are decisions that are as delicate as 
compounding the most complicated drugs. The treatment is a most 
complicated matter because-it involves the interpersonal relationships 
that exist between the individual and the group and the individual 
and the employee or employees. These relationships must be planned, 
evaluated and tried. All training schools need the services of psy- 
chiatrists, clinical psychologists, social workers, trained chaplains, 








OT) 107 MEP OTe, 17a am 


192 JUVENILE DELINQUENCY 


and others. The work of the clinical team so far described does not 
stop at the point of diagnosis and prescription. All of these people 
should be continually used in numerous ways throughout the institu- 
tional program. They are invaluable in the inservice training 
program. 

If the treatment program of a training school is carried out there 
is need to evaluate the progress of individual cases. Here again, this 
clinic team should play an essential role. The boy or girl who is not 
responding to the planned program, is frequently involved in episodes 
that are Dahon’ impossible to absorb, or is doing well and should be 
ready to go home. These and many other decisions of like nature 
should be made at staff or case conferences. 

Mr. Sanford Bates, former Director, Federal Bureau of Prisons, 
and former commissioner, Department of Institutions and Agencies, 
State of New Jersey, developed the following section on the dilemma 
of the training school, at the request of the subcommittee. 

It is almost a hundred years now since the people of America 
adopted the principle that young delinquents or criminals should be 
treated differently from those of adult years. The early establishment 
of Houses of Good Shepherd and of the Angel Guardian under church 
auspices, and some local homes for youngsters, were followed by the 
early State homes for boys or training schools, among the first of 
which was the State Home for Boys, Jamesburg, N. J., and about 
1875 by the development of special institutions for the older youth, 
such as the Elmira Reformatory in New York. Reformatory orig- 
inally was a grand word but since spelled with a capital letter it has 
come to mean something rather distasteful in the public mind. The 
reformatory is often called a school for crime rather than a school for 
budding criminals. Likewise the name training school, which had an 
even better connotation than that of reformatory has now become 
odious to many people. In England they have gone the limit in eu- 
phemism and refer to the institutions for difficult boys as “approved 
schools.” The members venture to assert that even to be sent to an 
approved school is not generally felt to be an honor. The belief is 
beginning to persist in this country that there is something funda- 
mentally unsuitable with the plan of using an institution for delin- 
quents. Critics point to many of the reports emanating from these 
“juvenile prisons” about cruel treatment, escapes, homosexuality and 
all the other hazards that occur when bad boys get together. 

There are many dilemmas that confront people in the business of 
handling lawbreakers. They are supposed to make them sorry they 
committed a crime but glad they went to prison for it. They are en- 
deavoring to teach thrift and industry, but we require them to remain 
wholly or partially idle. We are expected to help them realize their 
obligation to their family but we’put them in prison where they can’t 
support their family and we let an indulgent public support their 
dependents in cases of nonsupport. 

Not the least of these dilemmas is the dilemma of the training 
school. The modern theory seems to be that we should delay sending 
a boy or girl to the training school because of our aversion to the inst1- 
tution as a cure as long as possible. Yet the longer we delay the worse 
the boys and girls, who eventually go to the training schools, are likely 
to get. Some of them have been put on probation 2, 3, 4 and 5 times 
so that those who eventually do get committed are apt to be more 
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turbulent, less obedient, and harder to handle. In other words, we 
don’t want to send boys to the training school nowadays because those 
that are there are so bad—so we don’t send good boys there but we 
wait till they are so delinquent that they have to go. 

One can well feel sympathetic toward a juvenile-court judge who is 
confronted by such a decision. He doesn’t send a boy to the training 
school because he has earned that distinction by good behavior. He 
doesn’t send them there the first time they are delinquent. Inevitably 
although he may not mean to, he uses the training school as a threat. 
He doesn’t often say, “Well, if you'll be good you will secure some 
recognition which will be a satisfaction to you.” “No,” he says “Ill 
give you a chance by not sending you to the training school, but if you 
are a bad boy then I will have to send you there.” Now he may use 
some nice words about taking such action for the boy’s own good and 
expressing the belief that there will be someone at the school who will 
help him get on the right track again and wishing him luck, but he 
does not change what is in the boy’s mind. It may be that the young- 
ster does not mind the punishment, it may even be that in his neighbor- 
hood it would be regarded as a sort of distinction to go to the training 
school, but it certainly is in the back of the public’s mind that he is 
sent there because he needs discipline and that involves a certain 
amount of punishment. 

The question is raised, just how “good,” how easy, how comfortable 
should the training school be made? Should the training school be 
made better than his own home so the boy wouldn’t want to run away 
from it, or should it be made worse than his own home so he would 
try to avoid coming back to it if he failed on parole. Boys do not run 
away from most training schools because of the cruel treatment or 
because they don’t get enough to eat. They run away because they 
would run away from any place that infringed upon their liberties. 
People run away from an institution because they want to get to 
some place or run from some place. I suspect that most boys who run 
away from training schools do it for a lark or for the notoriety that 
come from it or because they want more liberty. 

How can this dilemma be resolved? Well, in the first place it would 
be difficult to define what a training school should be, what its program 
should comprise without knowing what is being done in the rest of the 
State or jurisidction of which the training school is a part. A good 
correctional system today is composed of many parts. Naturally the 
better the probation system, the harder will be the job of the training 
school, the reformatory, and the prison. One must not judge the in- 
stitution and its success in restoring its inmates and having them suc- 
ceed on parole by looking at that institution alone, but by evaluating 
the efficiency of the whole system. It may be that it will be pro- 
gressively more difficult to successfully graduate boys from the train- 
ing school if the probation system in a given State continues to ex- 
vand. The public, when they know the facts, should not be dismayed 
vy this but they should balance against the training school’s failures 
the mounting success of the probation system. In administering this 
kind of a plan, however, we will often times meet the complaint that 
by too free a use of probation we have delayed sending a boy too long 
to an institution and thereby intensified the difficulty of training him. 
Here we are on the other horn of the dilemma. 
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In a well-devised correctional system today the hopeful or promis- 
ing delinquents are so to speak “creamed off” at each step. This is 
desirable but the inevitable result of this will be a secure prison. at 
the end of the road for those whom we hope will be a constantly dimin- 
ishing proportion of the total number of criminals. 

Likewise a modern State correctional system will supplement the 
work of probation and the institutions with a well-staffed diagnostic 
center, one of whose important functions will be to provide a facility 
to which the court when in need of more authentic information about 
the youngster can send the case, secure in the belief that they will 
receive in return a scientific diagnosis which will guide them in their 
disposition. 

The diagnostic center in New Jersey comprises one of the finest 
units of this kind in the country; others in Wisconsin, California, 
and New York have been established in recognition of the importance 
of diagnosis to the question of disposition. 

Likewise, as to that hopefully small number of juveniles who need 
detention, pending the decision of the court, some humane, well-staffed 
and adequate detention facilities should be supplied, not at or near the 
county jail, but separately organized such as the one in Portland, 
Oreg., and the youth center in Philadelphia and other jur isdictions 
where the extreme importance of this interval in a boy’s life has been 
recognized. 

The institutional setup in a progressive State will include short 
treatment centers like the Highfields experiment in New Jersey, proba- 
tion camps in California, Wisconsin, and other States which partake 
partly of the character of probation and partly of restraint. 

Given this kind of integrated but classified system, what should the 
training school be? First, the training school should be equipped 
with a good classification system within its own campus. It needs to 
know the boys and girls that come to its school and to do this there 
must be social casework done, not only with the boy but with his 
family outside and a complete case history and psychiatric study fur- 
nished with each admission. It is well to remember that bad boys are 
not born bad but are made so by environment and faulty discipline. 
The school itself must be safe enough and secure enough to carry on 
its work without disturbance or danger to the community but not 
repellent in character. It is necessary to cultivate among its inmates 
independence and a desire to serve and not dependency and resent- 
ment. Too many people in our communities today are becoming more 
and more dependent upon the Government. 

Fair and just discipline must be meted out without cruelty or undue 
severity. A satisfactory program will provide hard work and fill up 
the inmate’s days with activities, thus not only keeping youngsters out 
of mischief but inculcating habits of self-support and self-reliance. 
Perhaps in an ideal system the training schools could be classified 
themselves into minimum, medium, and maximum custody as experi- 
ence requires. 

Certainly not all the boys that come to the training schools can be 
given absolute freedom at once. If this were so, why send them to 
a training school? On the other hand not all need to be kept in maxi- 
mum restraint. If that were so, you might as well begin by sending 
them to a prison. Most boys and girls when properly ¢ pproached 
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will respond to a regime of penalties and rewards, especially rewards. 
Professor Thorndike, of Columbia University, once said human beings 
were motivated by rewards as against penalties in the ratio of 10 to 1. 

The training school, no matter how neglected and ill conditioned its 
inmates have been, has an opportunity to teach them responsiveness to 
authority, self-discipline, self-reliance, and self-study by properly 
conducted group work methods. At this point the skeptic shrugs his 
shoulders and says, “Yes, but where are you going to get people with 
the gift of leadership and with the insight into personality problems 
that are necessary to do this sort of task?” Well, of course, this is the 
most important question facing the Nation today. We are lamentably 
short in this country of psychiatrists, trained nurses, schoolteachers, 
social workers, and in fact of all the important people who are needed 
to help in this task of guidance and restoration. One reason is that 
the rewards of this sort of occupation have not been as plentiful as in 
the market place or in the labor union. However, it is a mistake 
to assume that for money alone we can purchase the type of devotion 
or dedication that is necessary to fill these sore There are young 
people coming up through our schools and colleges who are not to be 
satisfied with a desk in a countinghouse, but who want to do somethin 
to make the world safer and better. These are the persons who should 
be attracted to service in our training schools, our reformatories, our 
prisons, our mental hospitals, and elsewhere where difficult tasks will 
confront them. There are folks who will receive a genuine satisfac- 
tion from this kind of work. What they need is not only high salaries 
but some kind of public distinction. Instead of being regarded as 
menials, the attendants in our hospitals and the guards in our prisons 
must have the status and recognition which that important and valu- 
able calling merits. 

Recently in several States, the public has been shocked at disclosures 
of cruelty and immorality in some of our training schools. Well, 
nobody condones or desires to tolerate such conditions but many of the 
boys in our training schools (that is, if the juvenile courts have been 
on their jobs) are not good boys. They are bad boys, who are bad 
boys because they have been set a bad example or have been victims of 
neglect or degrading environment and it requires a great deal of patient 
guidance and training on the part of employees before the habit pat- 
terns that have been established in the poorer districts of many of our 
cities can be overcome. 

The increased liberties and earlier maturity of young people in 
America nowadays have made the task of discipline an even more 
difficult one, an undertaking not to be entrusted to persons of doubtful 
capabilities or unstable dispositions. 

Occasionally a guard or officer or counselor in a correctional insti- 
tution gets himself into trouble and one wonders if he may have 
absorbed some of the venality he sees around him day after day. 

This is not common for fortunately the great percentage of workers 
with delinquents resist such tendencies, maintain their self-respect, 
and have the character and perseverance to dispense discipline and 
guidance in proper proportion. The public should not complain about 
what goes on in the training schools until it is ready to not only pay 
decent salaries, to provide reasonable hours of work, but more impor- 
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tant to encourage men and women of principle, stamina, and loyalty 
to take up the work and give them due recognition once they have. 

In spite of the hazards that confront them, many not of their own 
making, the training schools can still be made an asset to the commu- 
nity. I do not hold with those people who say they should be abol- 
ished just because they present formidable and troublesome problems— 
the enlistment of suitable personnel is the place at which to start their 
improvement. 

In the same way that experience in our country has amply demon- 
strated that youngsters can learn faster in a school than they can at 
their mother’s knee; in the same way that most people today take hos- 
pitals for granted and, realizing that available in a hospital are more 
effective facilities for treatment and cure, go to the hospital without 

rejudice or misgivings; so we will continue to find a need for the 
juvenile correctional institution. When probation which may be tried 
over and over again has failed, when private social agencies, the day 
school and the church have given up on a case it is quite possible that 
the youngster will benefit from the continual oversight, guidance, 
discipline and restraint that can be afforded in a training school. Once 

iven that with fairness, with insight, with dedication to the job we 
shall find it quite likely to work in a considerable proportion of the 
cases. And those who, after a conscientious effort is made, have failed 
to profit by such treatment will have to move on to the next step in 
the dismal correctional process in the hope that even at a later stage 
some can be deterred. 

The whole problem cannot be solved by merely making the training 
schools more pleasant and comfortable places in which to live. By all 
means they should be clean, modern and well ventilated, the food 
nourishing and ample, the medical service adequate and teaching facil- 
ities at least the equal of the public schools outside. But what the 
average youngster needs is discipline more or less inexorable, and to 
be taught that only by the sweat of his brow shall he eat bread, and 
thus combine in these institutions a penalty and a promise. 

Then can the juvenile-court judge say to the youngster that his 
future is in his own hands. He is to be sent to the training school to 
be trained. If he responds to discipline, if he accepts his punishment, 
if he makes the most of his opportunities, he may yet turn out to be 
a worthy and respected citizen. If he doesn’t it will be nobody’s fault 
but his own. Thus the training school will fill an important part in 
our whole correctional system. 


FORESTRY CAMPS 


Like so many social movements, the forestry camp program was 
born of necessity. One of the first camps was opened in California in 
Los Angeles County in 1931 to take care of the transient delinquents 
until arrangements could be made to send them home to their legal 
residence. Judge Samuel R. Blight, then judge of the juvenile court 
of Los Angeles County, when confronted with crowded correctional 
schools and a marked increase in the number of transient delinquents, 
asked the board of supervisors to appropriate funds for an experi- 
mental camp. The boys were placed under the supervision of deputy 
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»robation officers and worked under the direction of the Los Angeles 
Jounty forestry department. The youths were paid a small wage daily 
and the fund was saved for them until they had sufficient money to pay 
for a ticket to their legal residence. ‘This experimental program 
was so successful that Los Angeles County soon opened a second camp. 
Then the State legislature in the year 1935 passed a law providing for 
the establishment of juvenile forestry camps by boards of supervisors 
for the care of delinquent youth committed to camps by the juvenile 
courts. When the Youth Authority Act was framed the success of 
the camp training program became known and was written into the 
act as an amendment in 1943. 

The first youth authority camp dates to the time when in cooperation 
with the State park commission, 50 boys were transferred from the 
county jail in 1943 to the Calaveras Big Tree Park where, under the 
supervision of skilled tradesmen, they built a camp of 100 boys’ ca- 
pacity. In 1944, the youth authority entered into a contract with 
the United States Army for the establishment of several camps, one 
at the Benecia Arsenal and the other at the Stockton Ordnance Depot 
which took care of a population of approximately 150. 

The forestry camp idea, showing a success in the State of California, 
has made headway in several other States in the United States. The 
State of Minnesota is another State which has inaugurated a forestry 
camp program and has plans for an extension of that program. The 
States of Wisconsin, Illinois, Michigan, Massachusetts, Pennsylvania, 
New Mexico, and others have also made use of the forestry camp idea. 

Early in the summer of 1944, the plans for the forest camp were 
discussed with a representative of the United States Forestry Service 
and the Bureau of Prisons, United States Department of Justice. 
The response was enthusiastic and within a few weeks there was 
made available an abandoned CCC camp in the foothills of the Blue 
Ridge Mountains some 200 miles from Washington. The physical 
surroundings were practically ideal. The buildings for the needs. 
A variety of forestry projects was available. One of the major dif- 
ficulties in this new program was the location of personnel. Since 
this was at the height of the war it made it difficult. Men were 
needed who were qualified by their training and experience and their 
interest to lead, counsel and train youthful offenders. Over a period 
of months they were assembled and trained. Most of the men were 
college graduates, veterans of World War II and had been college 
athletes. Their interests included handicrafts, scouting, photog- 
raphy, music, nature study and sports. The director of aanion 
had graduate training in his field and had a wide variety of interests 
which were important in the forestry-camp program. The average 
population was 60 boys. There was the initial screening in which 
the boys had to be from 16 to 18, in good health and of normal in- 
telligence. Boys who had delinquency histories involving serious 
aggressive behavior and the youngsters with histories of persistent 
runaways over an extended period were usually rejected or remained 
at the school for a sufficient period to permit a more detailed study 
of the significance of their earlier behavior. 
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It is interesting to note that the type of work that the boys were 
able to accomplish—cutting of paths and roads in the forests, clear- 
ing. of forest grounds an d recreational area grounds and fighting 
forest fires. This proved to be most constructive and was a oreat 
saving to the governmental agencies. The State of Illinois, for 
example, estim: ited millions of dollars a year was saved by the State 
from the work done by the boys on the forest-camp program in 
cutting down trees, pl: anting of trees, cutting through roadways, 
fighting forest fires, and etc. 

“During the per iod that a boy was assigned to a camp, he underwent 
a period of training in five separate yet well-integrated sections, 
work, program, educational program, recreational program, religious 
training, and individual and group counseling. 

Probably the most important single training aspect of the camp 
curriculum is the counseling program. ‘The means of gaining insight 
into a boy’s problems are varied. The total camp philosophy is aimed 
at simplicity. 

The forestry-camp program has proved itself beneficial for several! 
reasons : 

(1) It is more economical less than one-fourth the cost of a 
training school for each youth inmate. 

(2) ‘The physical plant of the forestry camp can be made available 
more economically and in a shorter period of time. 

(3) The boys that are sent to the forestry camp are so sent because: 

(a) The diagnostic and classification process has determined 
that certain boys are better suited for the forestry camps; 
(7) Because they can be relegated to vocations consisting 
of manual labor. ’ 
(2) Because they cannot and will not profit from highly 
specialized trade training or formalized academic training. 
(3) Because they, especially those from sparsely populated 
communities, would actually deteriorate from a formalized 
large institutional program. 
(6) Boys who have failed to adjust in a regular training pro- 
gram at one of the correctional institutions. 
(c) Boys who have completed the training program at a cor- 
rectional institution but who are not yet ready to be returned to 
society without further conditioning under a less regimented type 
of program. It has been advisable in many cases to use the 
forestry camp program as a budg as om the close custody of an 
institution to the relatively unsu (pen ‘ised environment of open 
society. 

The subcommittee introduced 8. 2433 of the 84th Cong., 2d Session. 
This was a bill to provide for the establishment, within the national 
parks of the United States, 30 Federal forestry camps for the train- 
ing, education, rehabilitation, security and correction of male juvenile 
delinquents. The passage of this would ue OV ide forest ry c amps 
in all sections of the country and reach juvenile delinquents in States 
where forestry camps have not and seoatestiy ‘cannot be provided. 
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Vill, OTHER RECOMMENDATIONS OF THE 
SUBCOMMITTEE 


This subeommittee has issued 12 reports on topics concerned with the 
problems of juvenile delinquency. 
These reports have been: 


Report No. 1064, 83d Congress, 2d session, an interim report on the 
first investigations of the subcommittee. 

Report No. 61, 84th Congress, Ist session, an interim report on the 
overall nationwide juvenile delinquency problem. 

Report No. 62, 84th Congress, 1st session, an interim report on comic 
books and juvenile delinquency y: 

Report No, 1463, 84th Congress, 1st session, an interim report on 

youth Sree may and juvenile delinquency y. 

Report No. 1466, 84th Congress, 2d session, an interim report on 
television and juvenile delinque ney. 

Report No. 1483, 84th Congress, 2d session, an interim report on 
juvenile delinquency among the Indians. 

Report No. 2055, 84th Congress, 2d session, an interim report on 
motion pictures and juvenile delinquency. 

Report No. 2381, 84th Congress, 2d session, an interim report on 
obscene and Megas sige literature. 

Committee print, 84th Congress, 2d session, an interim report on 
education and juvenile delinquency. 

Committee print, 84th Congress, 2d session, an interim report on 
juvenile delinquency in the Territory of Alaska. 

Committee print, 84th Congress, 2d session, an interim report on 
religion and juvenile delinquency. 

Committee print, 84th Congress, 2d session, an interim report on 
juvenile delinquency in St. Louis, Mo. 


Various recommendations have been made in each of these reports 
for action on the local, State, and Federal level together with recom- 
mendations in the nature of suggestions for the many private and 
public educational, religious, and social agencies dealing with juvenile 
delinquency. 

The subcommittee believes that a summary of these recommenda- 
tions and suggestions should be reiterated as.a part of this report 
of the subcommittee. 

Many of these recommendations have been presented in the form 
of legislation to the Congress and others have been acted upon by the 
agency or institution or governmental agency concerned. 


RECOMMENDATIONS OF REPORT NO, 1064 


In the first interim report of the subcommittee certain recommenda- 

tions were made concerning the various Federal agencies dealing with 

youth and also recommendations on the juvenile delinquency problem 
within the District of Columbia. 

This report was issued after he arings had been held on national, 
Federal, and youth serving agencies “and community hearings in 
Washington, D. C., Denver, Colo., and Boston, Mass. 

a ommendations in this re port were as follows: 

The subcommittee recommends that funds be made available to 
itive the consultative services of the Children’s Bureau of the 
Department of Health, Education, and Welfare in relation to the 
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problems of juvenile delinquency. Applying the principle of first 
things first, and recognizing the immediate urgency of the delinquency 
toate the question suggests itself that, absent additional appropria- 
tions, some of the funds presently devoted to other activities be 
diverted to the delinquency question. 

This recommendation was carried out by the Department of Health, 
Education, and Welfare with the establishing within the Children’s 
Bureau of a Juvenile Delinquency Prevention Section providing con- 
sultative services to State and local governments on juvenile delin- 
quency. In the 84th Congress an emergency appropriation of $75,000 
was made to establish this section. For the current fiscal year $125,570 
was appropriated by the Congress. 

Within this section there are three branches: The Technical Aid 
Branch consisting of a legal consultant, police consultant, probation 
and parole consultant, and an institutional consultant; the Com- 
munity Services Branch with 3 community service consultants, one 
who deals exclusively with work with juvenile gangs; the Training 
Branch with 2 consultants establishing training programs for persons 
working in the field of juvenile delinquency. 

The subcommittee recommends that this Juvenile Delinquency Pre- 
vention Section be enlarged and that additional appropriation be 
given to increase the effectiveness of its programs. 

2. The laws governing the sale of intoxicating beverages in the 
District of Columbia should be strengthened. ‘The prohibition of 
sale of intoxicating beverages to all persons under the age of 21, 
a provision in effect in many States, and a requirement that free 
and unobstructed view of the interior of liquor-selling establishments 
should be available to patrolling police officers, ane eliminate the 
excuses stated by local officials for the widespread sale of intoxicating 
liquors to District teen-agers. 

Additional safeguards should be enacted relating to the identifi- 
cation of purchasers of alcoholic beverages, not only for consumption 
on the premises but also when purchased in person or by telephone for 
off-the-premises consumption. Responsibility should be clearly vested 
in the Metropolitan Police Department for the enforcement of the 
prohibitions against the sale of intoxicating beverages to minors and 
that Department should be given sufficient policemen and _police- 
women to enforce the law. 

Amendments are also needed in the laws and regulations respecting 
the operation of public dance halls frequented by teen-agers. At the 
present time (1954), public supervision by the constituted authorities 
is lax and the regulations under which they operate are such as to 
be conducive to the carrying on of activities such as has been described. 

3. The Department of Public Welfare of the District of Columbia 
is handicapped in its preventive activities in the area of foster-home 
placements. Many a case of a neglected child can be prevented from 
ripening into delinquency by appropriate foster-home placement. 
In addition, some delinquent children can be placed in suitable foster 
homes at far less cost than if such child is placed in an institution. 
It costs twice as much to keep a child in an institution as it does in a 
foster home. And yet, District zoning restrictions make no distine- 
tion between foster homes and commercial boarding. The subcom- 
mittee is of the opinion that immediate attention should be given to 
revising these restrictions to enable the Department to use the addi- 
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tional foster homes which could be found in these neighborhoods 
where foster homes are presently prohibited. 

4. The subcommittee realizes that funds available for recreation 
purposes have been cut for the District of Columbia and that there 
is probably need for additional funds. However, the subcommittee 
is also convinced that much more could be done in the field of delin- 
quency prevention recreationwise than is now being done with avail- 
able staff and facilities by regearing existing programs to meet the 
problem. We must meet new problems with new methods. Recrea- 
tion programs that are not geared to meet the needs of those needing 
services fall short of making their full potential contribution. Ree- 
reation programs designed without taking into consideration the 
desires of the children who are to benefit therefrom do not meet 
existing needs. For example, the hours during which playgrounds 
are to be open seem to be set more in relation to the convenience of 
the supervisors than to their maximum utilization by the children 
who need such play areas. 

The question of staggering the hours of operation of the play- 
xrounds was discussed at a hearing of the subcommittee with the 
Superintendent of Recreation, District of Columbia Recreation De- 
partment, who explained that the problem is primarily one of cus- 
todial services. He pointed out that the school custodians are on 
duty during the normal school hours, but when they are required to 
work beyond those hours they become employees of the Board of 
Recreation and msut be paid by that Board. The budget of the 
Board was cut to the extent that it was necessary to close 39 play- 
grounds on Saturdays during the summer, close 33 youth centers 1 or 
more nights per week, and reduce the staff 35 percent on all other 
nights during the fall and winter. In addition it was necessary to 
close all school buildings, operated on a neighborhood basis, after 
4 p.m. on weekdays and all day on Saturdays during the fall, winter 
and spring seasons. This situation remains unchanged. This is a 
situation which the subcommittee feels should receive more sympa- 
thetic consideration from the Congress and the budget officer of the 
District of Columbia when budgets are under study. | 

5. In view of the great promise which the family court system 
holds for bringing to bear upon the whole gamut of juvenile decisions 
involving the family and its interrelationships all of the knowledge 
and finds from the other professions, the subcommittee believes that 
the solution of making the ‘juvenile court part of a broader family 
court system should be followed. In addition, the subcommittee feels 
that, whether or not the juvenile court is made part of a broad 
family court system there is, and will be, need for assistance for the 
juvenile court judge in the handling of the caseload of the court. 
Accordingly the subcommittee recommends the enactment of legisla- 
tion authorizing the appointment of a referee for the juvenile court. 

In the 84th Congress, 2d session, legislation was passed authorizing 
the establishment of a family court in the District of Columbia and 
three judges were named to this court. Legislation was also intro- 
duced to provide for the appointment of a referee for the juvenile 
court but was not brought before the Congress for passage. 

6. Testimony indicated that in the majority of the cases referred 
to the juvenile court the investigation by the social work division 
took from 6 to 12 weeks, with some cases taking from 18 to 24 weeks. 
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Lack of availability of appropriations for mileage reimbursement was 
given as a reason for the delay. The subcommittee believes that the 
appropriation should be made available for this purpose for the 
social workers of the court. 

Since this recommendation was made appropriations have been 
made providing for mileage reimbursement at the rate of 7 cents 
per mile for the use of the personal automobiles of this court personnel. 


RECOMMENDATIONS OF REPORT NO. 61 


Interim Report No. 61 of the subcommittee, issued March 14, 1955, 
during the 84th Congress, Ist session, covered the investigations 
of the subcommittee during the first 14 months of operation. Recom- 
mendations were made on a variety of subjects having to do with 
~ many facets of delinquency, and they are set forth below. 

The mere act of running away should not be considered an act of 
Pie sail y. The reasons behind the act are as multiple and complex 
as those underlying any other segment of human behavior. Some are 
seeking adventure ase new experience. Others are trying to escape 
from a clearly recognized problem. But whatever the surface motive 
the majority of runaway children are unha Ppy youngsters for whom 
the act of running away is either conscious ” unconsciously an 
attempt to solve some problem confronting + them. 

Of great concern to all devoting atte ntion to this problem is the 
fact that the experience of a child “on the loose” may lead him into a 
pattern of confirmed delinquency. ‘The aim of society in behalf of 
these children should be first, to get them of the roads and back to their 
own communities as quickly as possible. Society’s second goal should 
be to channel to such youngsters in their own communities the special 
protective and remedi al services needed by some of them to meet and 
handle the problem from which they are endeavoring to escape. 

The subcommittee believes that a two-pronged attack is required if 
society is to extend a real helping hand to these some 200,000 boys and 
girls. First, certain steps are required to resolve the legal problems 
related to jurisdictional conflicts to the end that children may be 
returned to their own States both promptly and within the framework 
of the law. Secondly, a program is required which will guarantee 
that the agency providing care for the runaway and undertaking his 
prompt return to his home will not have to fear the costs of a service 
rendered nonresident children. 

The subcommittee believes that the legal interstate problems can 
be resolved through the interstate compact device. The Council of 
State Governments has undertaken in peren with numerous 
other agencies to develop such a compac - members of the sub- 
committee last year introduced and thas year v uM reintroduce a resolu- 
tion authorizing States to enter into this compac 

The subcommittee also recommends that a Feder al revolving fund 
be established upon which local agencies incurring expenses for non- 
resident runaway children could draw for reimbursement. Charges 
against this fi und should, in turn, to the extent possible, be collected 
from the parents, guardian, or agency having ¢ ust tody of such runaway 
children. The subcommittee introduced legislation to establish this 
needed program. 

2. Because the problems of juvenile delinquency are both far rang: 
ing and complex, the subcommittee has not yet devoted the time and 
effort which should be given to the special problems and needs rela- 





JUVENILE DELINQUENCY 203 


tive to youthful offenders. The subcommittee believes, however, that 
the data available to it is sufficient to porn up the need for the Fed- 
eral Government to stimulate the further development of forestry 
and conservation camp programs for youthful offenders. 

The Federal Government could give such aid by taking one or more 
of several steps. It could and should develop informational materials 
which would enable States to benefit. from both the experiences of 
other States and from the best available thinking relative to such pro- 
grams. It could and should be willing and ready to enter into con- 
tracts permitting States to locate such camps in national parks and 
forestry preserves, particularly those States lacking suitable locations 
of their own. Finally the Federal Government could j join with States 
in establishing forestry and conservation camps in national parks and 
forests. ‘This might involve the provision of the physical facilities, 
the direction of work proje cts, and the payments of relatively small 
wages for boy labor by the Federal Government. Camp maintenance, 
supervisory and custodial supervision, food, clothing, and medical 
services might be provided by the committing State. 

The subcommittee recommends that the first two steps outlined above 
be taken with a minimum delay. The subcommittee also recommends 
that the feasibility of and need for the latter step be made a matter 
of continuing study. 

The subcommittee also believes that there should be established in 
every State an agency or other unit of Government responsible for 
coordinating and stimulating the development of special services for 
youthful offenders. 

3. The subcommittee is of the opinion that until such time as the civil 
enforcement machinery of the several States is strengthened to the 
fullest extent possible, the need for and feasibility of making desertion 
and nonsupp ort a Federal crime cannot be adequately evaluated. It 
may be that even after intensive efforts have been made to strengthen 
civil-enforcement procedures in the State courts basic research and 
study will reveal that the situation ¢ an best be aided by Federal 
criminal provisions. If so, such a step should be taken at that time. 

One additional method by which the civil-enforcement measures 
throughout the country could be strengthened would be by making 
the Uniform Reciprocal Support of Dependents Act applicable to the 
District of Columbia. The subcommittee strongly recommends that 
this be done as soon as poss ible. 

t. The Bureau of Narcotics with the small force of agents available 
is unable to staff offices in many areas of the Nation. An increase in the 
number of agents to a total of 500 would enable the Bureau not 
only to augment the number of agents in cities where the traffic is 
concentrated, but it would also provide sufficient personnel for assign- 
ment in international trafficking areas outside the continental United 
States to intercept shipment of the contraband before it is smuggled 
to the United States. Agents would be also appropriately stationed 
in additional areas throughout the United States to apprehend whole- 
sale and interstate violators and assist in training Nios forces to 
combat the illicit traffic of small peddlers and pushers. 

This authorization of personnel with a substantially increased ap- 
propriation would permit the acquisition of the full force of agents and 
provide funds for substantial and effective operations against inter- 
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national, national and other dealers down to the local level. This ex- 
panded operation, while concentrating on the source of supply, would 
aim at eliminating narcotic and marihuana dealers at all tevels thus 
destroying the illicit narcotic traffic as it presently exists in the United 
States. 

Compulsory hospitalization of narcotic addicts and severe manda- 
tory sentences of imprisonment, without suspension or probation, for 
convicted narcotic peddlers are recognized as weapons of high value 
in the fight to eliminate the illicit narcotic traffic. While a minimum 
sentence of 5 years to serve for the first offender would be of consider- 
able aid in reducing the volume of illicit traffic, graduated sentences 
for second and third offenses, also raised to commensurate levels would 
be a great deterrent to those who commit the serious crime of selling 
oo and trading for profit in this traffic in human misery and 

eath. 

Chapter 203 of title 18 of the United States Code should be amended 
by the addition of a new section which would give agents of the 
Bureau of Narcotics the power to carry firearms, execute and serve 
warrants, serve subpenas, and make arrests without warrants for 
narcotic law violations in the same manner as Federal Bureau of 
Investigation are so empowered. 

Enforcement of the laws relating to illegal narcotics is now divided 
between the Bureau of Customs and the Bureau of Narcotics within 
the Treasury Department. The subcommittee has not to date studied 
the complete problem involved in transferring all responsibility for 
narcotic control, including smuggling, to the Bureau of Narcotics, but 
would recommend that further study and investigation be carried 
forward to determine the advisability of such a move, which, it is 
believed, would immediately result in a marked improvement in 
narcotic enforcement as all jurisdiction in narcotics cases would be 
under one department. 

Canada and Egypt, together with other countries, have long com- 
bined the enforcement of narcotic laws within the framework of one 
enforcement agency and have been successful in decreasing the traffic. 

The Mexican border problem with regard to the easy access of nar- 
cotics by youth in cities on the Mexican side should be met by this 
Government in prohibiting minors to cross the border when not 
accompanied by parents or guardians or are duly authorized by such 
parent or guardian to cross. 

5. The lack of national planning affects the formulation of pro- 
grams and activities for the Federal Government. The private na- 
tional consultative agencies have a significant contribution to make 
to the planning of Federal programs in this field. The same is true 
of those professional organizations whose members provide services 
which will be directly affected by such programs. Yet, to date no 
means for systematically bringing them into such planning has been 
provided. 

Technical aid and consultation relative to juvenile delinquency 
from the Federal Government is provided primarily through its 
Department of Health, Education, and Welfare. Three constituent 
units of that Department are or should be most directly involved: 
The Children’s Bureau, the National Institute of Mental Health, 
and the Office of Education. The programs of the latter two relate 
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to juvenile delinquency as a problem which bears upon and is a part 
of a specialized program focus. The program of the Children’s 
Bureau, at least on paper, encompasses the total problem. 

To bring the values of joint national planning to at least the pri- 
mary Federal consultative and technical-aid programs, the subcom- 
mittee recommends the establishment, by legislation, of an Advisory 
Council on Juvenile Delinquency to the Secretary of Health, Educa- 
tion, and Welfare. This Council should consist, in addition to out- 
standing lay citizens, of the heads, or in certain cases other 
ee at of national agencies and organizations offering 
related standard-setting, consultative, and technical-aid programs. 
As a minimum, the Council should include representatives of the 
National Probation & Parole Association, the American Public Wel- 
fare Association, the Child Welfare League of America, the 
Industrial Areas Projects, the American Bar Association, the Na- 
tional Council of Juvenile Court Judges, the International Associa- 
tion of Chiefs of Police, the National Association of Training Schools 
and Juvenile Agencies, and the American Association of Social 
Workers. The Council should consist of not less than 25 members 
and should meet not less than twice yearly. 

In recommending the establishment of such a council, the subcom- 
mittee is not unmindful of the work heretofore performed by the 
Interdepartmental Committee on Children and Youth, which has a 
subcommittee on juvenile delinquency. The interdepartmental com- 
mittee is—or should be—concerned with joint coordination and 
planning among all Federal agencies with respect to Federal pro- 
grams affecting children and youth. The creation of this new Advis- 
ory Council of Juvenile Delinquency would not impinge upon the 
activities of that committee. As a matter of fact, the subcommittee 
is of the opinion that there is need for greatly strengthening the 
interdepartmental committee. The subcommittee is somewhat dis- 
appointed at the lack of effective results in joint planning and coordi- 
nation of Federal programs affecting ohildiren and youth heretofore 
produced through the coordinating device of the interdepartmental 
committee. Surely this should be a method of working out such 
problems of effective methods by which the Defense Department could 
screen youths who had previously been before the juvenile court or 
in getting the United States Employment Service and the Department 
of Labor, the Department of Commerce, the Office of Education to 
work together on a farsighted program to benefit youths entering the 
employment market. To date, it has not undertaken such essential 
tasks, 

Perhaps one reason for the ineffectiveness of the interdepartmental 
committee is its lack of status. To increase its status, the subcom- 
mittee recommends that the Interdepartmental Committee on 
Children and Youth be established either by Executive order of the 
President, or, failing that, by legislation as in the case of the Presi- 
dent’s Committee on Employment of the Physically Handicapped. 
In addition, a small, vigorous, and imaginative staff should be em- 
ployed by the Children’s Bureau to act as the secretariat of the 
committee. If these steps are taken, and if heads of departments and 
agencies designated to serve on the interdepartmental committee take 
a personal and active interest in its workings, the subcommittee feels 
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that it would then become a worthy complement to the proposed 
Advisory Committee on Juvenile Delinquency. 

6. Federal responsibility to assist local and State services: The 
community hearings conducted by the subcommittee supplemented by 
the large array of data secured by other means about communities 
from coast to coast lead the subcommittee to the following grim 
conclusions, Juvenile delinquency has increased seriously and widely 
in every type of American community during the past 5 years. Local 
efforts and programs to combat the problem { fall far short of coping 
with it. Efforts in the local communities and States to enlarge existing 
and develop new programs to combat juvenile delinquency are serl- 
ously handicapped in several ways. There i is ofttimes a lack of techni- 
cal knowledge locally regarding what has and hasn’t worked in other 
communities. Rapid strides have been made in technical knowledge 
which is not yet widely transmitted. Second, a sufficient supply of 
qualified personnel are not available to staff even existing services. 
Third, communities often lack the conviction and ready means neces- 

sary to produce the financial support needed to expand or launch 
programs. 

To break through this kind of a stalemate, the Federal Government 
must launch a three-pronged attack. It must provide increased 
consultation or technical aid, it must give assistance in attracting and 
training personnel, and, finally, it must temporarily provide the “risk 
capital” needed for local organizations and agencies to launch and 
demonstrate the value of new services and programs. 

The subcommittee therefore recommends the enactment of legisla- 
tion to establish such a program in the Department of Health, 
Education, and Welfare. 

Provision of risk capital: The funds to be granted under such a 
program for demonstrations should be channeled to States through 
State councils or committees established by the governors or the legis- 
lators of the respective States, for the purpose of cooperating in such 
a program. The State councils should include but not be limited to 
representatives of State and Jocal agencies providing preventive and 
treatment services. The device of a State council or committee rather 
than an existing State agency is proposed here because a variety of 
types of agencies, organizations and disciplines should participate in 
planning and ci rying out the program. 

Although grants to a variety of State and local agencies might be 
approved by “the State council, all such grants, to be most effective, 
should be predicated upon a State plan developed by the council and 
should be allocated according to needs and priorities stipulated in 
that plan. 

The subcommittee does not contemplate the Federal Government 
underwriting existing programs. Rather funds made available to 
States for utilization as risk capital should be used solely to launch 
and temporarily support new services only. 

Prevention is a broad term which requires definition if the program 
envisioned is to develop sufficient focus to exert real impact. The 
subcommittee is fully aware that any program which protects children 
from the ravages of neglect and rejection or from exposure to vice and 
lawlessness helps prevent juvenile delinquency. In the last analysis, 
it is these kinds of protective services which are most basic and 
fundamental, and, accordingly the subcommittee recommends, else- 
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where in this report, a number of specific measures aimed to better 
protect and safeguard all children. 

[t would be overly optimistic, however, to assume that society 
will be able to control all negative influences immediately and thereby 
abruptly stop creating in a “substantial number of youngsters a high 
degree of vulnet ‘ability to delinquency. Neither can society proceed 
to discard its delinquent and delinquency-prone children. Indeed, 
we cannot afford in terms of conserving either human resources or 
dollars and cents to do less than throw our full potential into the fight 
to save such children from criminal careers. 

The subcommittee therefore proposes that the “tisk capital” 
grants for demonstrations contemplated under this program be 
directed and restricted to the establishment of services to achieve 
these two purposes. It is further recommended that the program 
itself be limited in duration to no more than 10 years, but that its 
value be reexamined at the end of 5 years and a report on the desira- 
bility of its extension be made to the Congress at that time. In the 
determination of the nature and extent of such a program, the sub- 
committee feels that the Advisory Committee on Juvenile Delin- 
quency, recommended above, would be of great assistance to the 
Secretary of the Department of Health, Eduea ation, and Welfare. 

Training per: onnel: The tr: aining of greater numbers of qualified 
personnel to staff prevention and treatment agencies means both 
expanding certain training programs and the launching of new ones. 
Schools of social worl, law schools, sociology and psychology depart- 
me os all provide training which partially prepares people for work 
in e delinquency field. Almost without exception, however, the 
tr elie offered nee sila to be supplemented in terms of content ‘and, 
in some instances, in methodology to qualify personnel for certain 
functions within the field. 

For still other positions such as that of institutional house-parents 
or, in the» v ast majority of States, of juvenile police officers, there are 
no resources for training. Many institutions and police departments 
attempt to provide some on-the-job training and orientation and 
although such training is valuable, it is no substitute for the intensive 
and comprehensive training needed for persons charged with the 
crucial task of protecting and rehabilitating children in trouble. 

To remove the bottleneck to improving the Nation’s attack upon 
juvenile delinquency imposed by the lack of trained and qualified per- 
sonnel to man its defenses, the subcommittee recoil the estab- 
lishment of a program, to be administered by the Children’s Bureau 
under which grants would be made to States, selected educational 
institutions and students to extend, establish, and further the training 
of personnel for work in the prevention and treatment of juvenile 
delinquency. 

However, since the training of personnel for work in the field of 
juvenile delinquene: y is, in the opinion of the subcommittee, of such 
prime importance, the subcommittee also recommends that, for no 
more than 2 years, the Children’s Bureau itself be authorized to pro- 
vide, or arrange for the provision of short-term courses of training for 
those working in the field. The subcommittee views this function, 
insofar as the Federal Government is cone erned, as a temporary and 
emergency activity designed to relieve an acute shortage and as an 
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aid to the States in getting their own training programs underway. 

7. Technical aid: This report refers repeatedly to the dispropor- 
tionate gap in this field between what is known about Enevenrs and 
treating delinquency and what is done about it. The subcommittee has 
given much time to analyzing ways and means of closing that gap. It 
is believed that the temporary pump-priming program outlined above 
will contribute immeasurably to that end. An additional safeguard 
to its realization, however, requires that the meager supply of technical 
guidance and assistance from the Federal Government be augmented. 

In its first interim report, submitted March 1, 1954, the subcom- 
mittee recommended that the consultative services of the Children’s 
Bureau relative to juvenile delinquency be expanded. The Congress 
subsequently appropriated $75,000 for this purpose. This sum was 
sufficient to enable the Children’s Bureau to establish a juvenile 
delinquency division which will ultimately consist of 17 new positions. 
The subcommittee is understandably disturbed at the slowness with 
which the Department of Health, Education, and Welfare has moved 
in getting this new Division underway. The Department’s recruit- 
ment problems point up again the lack of trained personnel to work 
in the field of juvenile ateendar The additional appropriation of 
$75,000 for the Children’s Bureau’s consultative services is a promising 
beginning, but does not meet even existing demands for technical 
materials and services. 

The subcommittee, therefore, recommends that additional funds be 
appropriated in an amount sufficient realistically, in view of the size 
of the problem, to create the resources for technical aid consistent with 
Federal responsibility for helping to protect the well-being of our 
young citizens. 

8. Federal programs for the treatment of juvenile delinquents and 
youthful offenders: The Federal statutes for handling juvenile de- 
linquents and youthful offenders have grown like Topsy. There seems 
to be no rhyme or reason for much of what is being done other than 
the fact that those responsible for getting a job done have been too 
busy to stand back and take a second look at what it is they are sup- 
posed to be doing and whether it is ne or hurting children. The 
resulting system is unnecessarily costly to the Federal Government, 
which all too often finds itself doing a job which has been shunted off 
onto it by many States. The use of the word “system” to describe 
present hit-or-miss practices is actually a misnomer. How a juvenile 
or youth who runs afoul of the Federal law is handled depends on a 
large number of chance factors, very few of which are related to the 
objective of rehabilitating the individual. 

How haphazard the system is can readily be seen if we consider the 
situation of an individual in State X who finds a wallet in the street. 
In it he finds a check. He forges an endorsement and attempts to 
cash it but is arrested in the attempt. 

If it turns out that the check had been issued by a private individ- 
ual, the forger is handled in the criminal or juvenile courts of the 
State, depending on his age. In that situation, if he must be institu- 
tionalized, he is sent to a State-operated institution. 

But if, by chance, the check 1s one which has been issued by the 
Federal Government, it may then become a Federal case and the 
forger is all too often handled by the Federal authorities. This may 
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be true even though his act constitutes a crime under the laws of the 
State of X. For example, in the fiscal year 1954, 29 persons 18 years 
of age or under were received in Federal correctional institutions as a 
result of forgery charges and 648 for theft of a motor vehicle. And 
this despite the fact that forgery and theft are crimes under the laws 
of every State in the Union. 

But even if the forger is handled by the Federal authorities, there 
is still no certainty as to the manner in which his case will be disposed. 

If the forger is a youth under the age of 18 he may, or he may not, 
be treated as a juvenile delinquent. The decision rests with the 
Attorney General, in whose discretion the determination is left by a 
statute which sets forth no criteria whatsoever governing the Attorney 
General’s action. The Attorney General, sitting in Washington, act- 
ing upon a recommendation received from the United States district 
attorney, must determine whether to proceed with respect to such 
individual as a juvenile delinquent or under the criminal statutes. 

Even if handled as a juvenile delinquent, and committed to the 
Attorney General as such, a boy or girl] has no certainty that he might 
not be confined in a Federal penitentiary established for hardene/t 
criminals. Many do. During fiscal year 1954, 21 persons committed 
to the Attorney General under the Federal Juvenile Delinquency Act 
were confined in Federal penitentiaries, and 419 found themselves 
confined in Federal reformatories. 

If the forger is below the age of 22, and is not below the age of 18 
(where he may be treated as a juvenile delinquent), the determination 
as to whether or not he will be handled as a youthful offender under 
the newly operative Federal Youth Corrections Act or under the 
regular criminal procedures is made by the Federal district court, if 
the offense were committed in a State east of the Mississippi where 
the Youth Corrections Act is operative. If west of the Mississippi, 
his case must at the present time be handled under regular criminal 
procedures. 

And while these determinations with respect to the handling of his 
case are being made, the forger, even though he may be a juvenile, 
may find himself being detained in a jail with hardened criminals. 
During the fiscal year 1954, 1,533 juveniles under 18 years of age were 
confined in jails while awaiting disposition of their cases by Federal 
courts. Some of these juveniles were as young as 14 years of age. 

If the forger should be placed on probation by the Federal district 
court, he finds himself then coming under the jurisdiction of a proba- 
tion officer who is appointed by and is responsible to the judge of the 
district court. The probation officer performs a multiplicity of tasks 
and is answerable to several masters. Prior to disposition by the 
court, he may be required to make a presentence study of the offender 
for the court’s use. Preparole and prerelease studies of prospective 
home and work situations are supposed to be made for the Bureau of 
Prisons and the Board of Parole relative to offenders about to be 
released by them. Those released on parole become the responsibility 
of Federal probation officers who presumably give them continuing 
supervision. Periodic reports on their progress are submitted to the 
Board of Parole. Similar services in behalf of released offenders are 
provided for the Armed Forces, and in behalf of persons released from 
Federal narcotics hospitals operated by the Public Health Service. 
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In his daily work, therefore, the probation officer finds himself 
providing services for several different agencies. Adding to the con- 
fusing relationship structure because of the multiplicity of agencies 
involved in the work performed by the probation officer is the fact 
that the probation officer has under his supervision juveniles, youths, 
and adults. No attempt is made to differentiate. 

This then is the patchwork of laws and procedures under which 
juvenile delinquents and youthful offenders are presently being han- 
dled by the Federal Government. The subcommittee believes that 
the system needs much strengthening and revision to make it an effec- 
tive means of rehabilitating those children and youths who have taken 
the first step along the road to criminal careers. 

9. Diversion to State facilities: The subcommittee is of the opinion 
that many more juvenile delinquents and youthful offenders should 
be diverted to the States than are at present. A review of the geo- 
graphical distribution of juvenile cases committed to the Attorney 
General reveals wide variations between different judicial districts, 
and suggests that little or no diversions are made in particular judicial] 
districts. Whether such diversions are not now taking place because 
of lethargy, indifference, faulty procedures, or unwillingness of States 
to assume jurisdiction or because of a sincere belief that Federal 
facilities are better for a particular juvenile than the State facilities 
to which he might be committed if diverted is immaterial in terms 
of principles which should shape fundamental policy. The basic 
principle that a juvenile is or at least should be more effectively helped 
and rehabilitated when he is kept as close to his own community as 
possible should serve as the guidepost. Unlike an adult, a juvenile 
usually is still a part of his parental family. Strengthening and pre- 
serving the bonds which tie him to his family is essential to his sub- 
sequent adjustment to society. This is difficult to achieve when a 
child is institutionalized so far from home that parents find it hard 
or sometimes impossible to even visit him. 

If the juvenile rehabilitative facilities of State X are far below 
acceptable standards, such standards are not raised one whit by the 
Federal Government stepping in and handling through its institutions 
all juvenile delinquents from State X who commit Federal offenses. 
The subcommittee believes that the Federal Government has a role 
to play in assisting the several States in raising the standards of their 
juvenile rehabilitation facilities. Recommendations to accomplish 
that objective are made elsewhere in this report. Nondiversion is not 
the way to do it. 

Failure to divert a large number of cases in certain judicial districts 
is a problem to which immediate attention should be given since in 
terms of numbers it is growing daily. For example, in fiscal year 1950, 
18,063. persons of all ages were committed to Federal institutions. 
By fiscal year 1954, that number had increased to 22,497, a rise of 19.7 
percent in 5 years. During the same period, however, the number of 
juveniles and youths, 21 years of age or under, who were committed, 
rose 21.7 percent and the number of those committed who were 17 
years of age or under rose 24.2 percent. During the same period, the 
number of Federal juvenile offenders arrested rose from 1,999 in fiscal 
year 1950 to 2,628 in fiscal year 1954, a rise of 23.9 percent. The 
percentage of those arrested who were diverted to State authorities 
was 17.1 percent in fiscal year 1950 and only slightly higher, 19.7 
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percent, in fiscal year 1954. Set out in the appendix are tables show- 
ing the exact figures for each of the years involved. 

Unless something is done to reverse this trend, the Federal Govern- 
ment will, as the years go by, find itself more and more involved in 
the task of rehabilitating juvenile delinquents and youthful offenders. 
That primarily should be the task of the State and local authorities. 
In terms of sound treatment principles, the Federal Government 
should be involved in that task directly only when there is good and 
sufficient reason why no State can assume jurisdiction. 

The subcommittee is, of course, aware that the Federal law-enforce- 
ment agencies, such as the Federal Bureau of Investigation, the 
Narcotics Bureau, and the Secret Service, play an important role in 
the apprehension of miscreants and that their sole reason for being 
in the picture at all is the fact that there has been a violation of a 
Federal criminal statute. But the subcommittee is not convinced 
that there is any logic in the position that once a Federal law-enforce- 
ment agency enters the case, the person apprehended must in each 
instance be tried in the Federal courts and committed to Federal 
correctional institutions, if the individual’s misdeed is also cognizable 
under State laws. Such action, of course, becomes necessary where, 
in a particular State jurisdiction it can be shown that unless the 
Federal authorities act, the State authorities will not do so. Such 
reluctance on the part of State officials, however, has not even been 
hinted at to the subcommittee. The conclusion is therefore ines- 
capable that many more juvenile delinquents and youthful offenders 
are presently being handied by Federal courts and Federal institutions 
than should be and that many of these individuals can and should be 
dealt with in the State courts and in State institutions. 

It is apparent to the subcommittee that section 5001 of title 18 of the 
United States Code, which was designed to prevent the development 
of such a situation, is not effective. That section deals with the diver- 
sion to State authorities of persons under 21 and provides in part: 


Whenever any person under 21 years of age has been ar- 
rested, charged with the commission of an offense punishable 
in any court of the United States or of the District of Colum- 
bia, and, after investigation by the Department of Justice, 
it appears that such person has committed an offense or is 
a delinquent under the laws of any State or of the District 
of Columbia which can and will assume jurisdiction over 
such juvenile and will take him into custody and deal with 
him according to the laws of such State or of the District 
of Columbia, and that it will be to the best interest of the 
United States and of the juvenile offender, the United States 
attorney of the district in which such person has been ar- 
rested may forego his prosecution and surrender him as 
herein provided. 


The main difficulty with this provision is that it does not make it an 
affirmative duty on the part of the Department of Justice to exhaust, 
before invoking Federal jurisdiction, every possible means to see to 
it than an individual under 21 is brought within the jurisdiction of 
State juvenile authorities. The subcommittee, therefore, recommends 
that, in the case of an individual under 21 who could come within the 


jurisdiction of a State juvenile court, the statute should be amended 
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to make it the auty of the United States attorney not only to turn 
the juvenile over to the proper State authorities but also to file in the 
State juvenile court the papers necessary to institute juvenile court 
»roceedings with respect tosuch juvenile. Federal courts and Federal 
institutions should be utilized only as a last resort. This recommenda- 
tion is not made alone for reasons of economy although the subcom- 
mittee is aware that if its recommendations are properly carried out 
large sums of money will be saved by the Federal Government. 
Rather the recommendations of the subcommittee are being made 
out of a sincere desire to make certain that the role of the Fede ral 
Government in dealing with juvenile delinquents and youthful of- 
fenders is the proper role which it should undertake and one which 
is best designed to achieve the rehabilitation of juvenile delinquents 
and youthful offenders. 

The determination as to whether a juvenile should be handled under 
the procedures of the Federal Juvenile Delinquency Act or criminal 
procedures is a determination which should be made where the juvenile 
is and not by the Attorney General hundreds, or even thousands, of 
miles away. It is, in addition, a determination of such transcendent 
importance to the juvenile that it should be a judicial rather than an 
administrative determination. The subcommittee, therefore, recom- 
mends the enactment of appropriate amendments to the Federal 
Juvenile Delinquency Act to accomplish these ends. 

10. Excessive convictions under the Dyer Act: An additional area 
of concern to the subcommittee, with respect to Federal programs 
for the treatment of juvenile delinquents and youthful offenders, is 
the high number of such persons charged with violation of the Dyer 
Act. That act deals with the transportation in interstate commerce 
of stolen automobiles. From the testimony adduced at the subcom- 
mittee’s hearings, it is evident that many of the juveniles and youths 
charged under this act have not committed an offense intended to be 
covered under that statute. Many have “misappropriated” the auto- 
mobile, but neither at the time of taking nor subsequently do many 
of these have the requisite intent to steal. It is the subcommittee’s 
opinion that the Dyer Act, as originally enacted by the Congress, was 
not aimed at making misapproprations or joyriding a Federal offense. 
The subcommittee desires to call this matter specifically to the atten- 
tion of the Attorney General and to suggest to him the adoption of 
more effective screening procedures to make certain that ai those 
who are truly within the scope of the Dyer Act are charged with its 
violation. That this is a matter of serious concern to the Federal 
Government is attested to by the fact that in fiscal year 1954, of the 
895 persons 18 years and under committed to Federal institutions, 648 
of them, or 72 percent had thus been committed because of the offense 
of transporting a stolen motor vehicle in interstate commerce. 
Changes in procedures for diverting to State facilities, as recom- 
mended above, and more careful screening on the part of the Depart- 
ment of Justice, should greatly decrease this number. 

11. Federal rehabilitative services, facilities and personnel: We 
cannot expect to accomplish the effective rehabilitation of juvenile 
delinquents and youthful offenders by employing half-way measures. 
And we are doing just that in the Federal services, facilities, and 
personnel we have dedicated to the task of rehabilitating juvenile 
delinquents and youthful offenders. And this is in addition to the 
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confusing and confused administrative and procedural pattern noted 
above. 

Overworked, and in some cases unqualified, probation officers cannot 
be expected to perform their essential and multiple tasks. Essential 
qualifications in terms of training and experience for Federal proba- 
tion officers have been formulated by the Judicial Conference of the 
United States. The standards are well observed in the appointments 
made in the majority of judicial districts. However, these standards 
are not binding upon the respective appointing judges and they are 
ignored upon occasion for various reasons. Some exceptions in the 
application of these standards were doubtless justified when the system 
first came into being because of several factors including the more 
limited supply of trained personnel. Such justifications, however, are 
no longer valid. The subcommittee, thaeefeire, recommends that ap- 
propriate action be taken to make it mandatory that these standards 
observed relative to all future appointments of Federal probation 
officers. 

The too large caseloads carried in many districts mean that proba- 
tion officers cannot give the time and attention to probationers and 
parolees required to best insure their future adjustment. This is by 
all odds a “penny wise, pound foolish” policy. Testimony before the 
subcommittee indicated that the annual cost of probation services in 
the Federal system in 1953 was $96.41 per person ; the cost of imprison- 
ment was $1,295.75 per person. Where probation services are indi- 
cated, it is obviously wiser and cheaper to make certain that the 
services provided are adequate and successful. The subcommittee, 
therefore, recommends that the Administrative Office of United States 
Courts be requested by the Senate Appropriations Committee to 
submit data, on a district by district basis, regarding the number of 
additional personnel needed to lower caseloads to accepted minimal 
standards, and that such sums as are required for their provision be 
included in its appropriation for such services. 

Upon the personnel manning the institutions used for the rehabilita- 
tion of juveniles and youthful offenders falls a particularly difficult 
and complex task. Successful rehabilitation of the juvenile or youth- 
ful offenders requires more than the provision of custody or even 
routing him through some standardized training and retraining pro- 
gram. Helping a troubled, disorganized, and antisocial youth develo 
new attitudes toward himself and the world is a task requiring a sta 
possessing stability, understanding, and a variety of professional 
skills. 

Efforts to recruit personnel having such qualifications are seriously 
handicapped by present salary levels. The beginning salary for the 
position of correctional officer, for example, is $3,410 per annum. 
This is less than a man could earn in many factory and shop jobs in- 
volving far less responsibility. The subcommittee, therefore, recom- 
mends that the Civil Service Commission undertake an immediate 
review of the salary classifications of personnel engaged in the in- 
stitutional treatment of juvenile delinquents and youthful offenders 
with a view to making such classifications sufficiently high to attract, 
and hold, properly trained personnel for those positions. 

12. Administrative transfers: In the administration of Federal 
facilities for the treatment of juveniles, one specific situation has been 
called to the attention of the subcommittee which merits particular 





ts ARIMA TE 


-""" © ee eee se 8 


one 


= 





214 JUVENILE DELINQUENCY 


mention. This relates to the authority now vested by staute in the 
Attorney General to transfer any boy, committed to his custody as a 
juvenile delinquent, to any institution in the Federal penal system. 
Such authority opens up the alarming possibility that the Attorney 
General can confine a juvenile delinquent, committed to his care by the 
Juvenile Court of the District of Columbia asa truant, to an institution 
for hardened criminals such as that operated at Lewisburg, Pa. The 
subcommittee cannot reconcile such authority with the objectives of the 
Juvenile Court Act. 

The noncriminal procedures of the Juvenile Court Act were not 
established for the purpose of achieving indirectly what the criminal 
statutes can be used to achieve directly, namely, the imposition of 
punishment in the form of incarceration in a penal institution, They 
were established as a means of placing the juvenile in a situation where 
he could be treated and rehabilitated. In looking at this problem, 
the subcommittee is not so much concerned with the name of the insti- 
tution in which the juvenile may be confined, that is penitentiary, 
reformatory, and so forth, as with the type of program established in 
such an institution and whether it is an institution designed for, and 
having the facilities and services necessary to effectuate, the rehabilita- 
tion of the juvenile or whether it is an institution—by whatever name 
called—which is inappropriate for such rehabilitation. The subcom- 
mittee, therefore, recommends the enactment of legislation designed 
to limit the present authority of the Attorney General to transfer to 
any institution juvenile delinquents committed to his care by requiring 
that such juveniles may be transferred only to an institution designed 
for and having proper facilities and services for the rehabilitation of 
juvenile delinquents. 

13. Federal Youth Corrections Act: Although enacted on Septem- 
ber 20, 1950, the Federal Youth Corrections Act became effective only 
about a year ago on January 19, 1954. And even then it is effective 
because facilities are lacking—only with respect to the States lying 
east of the Mississippi. The adoption of this act and its implementa- 
tion are substantial steps forward in the handling by the Federal Gov- 
ernment of youthful offenders. 

In this age bracket—generally between 17 and 22—there is, because 
of the age to which juvenile court jurisdiction is limited in many 
States, less opportunity for diversion to State facilities. To the ex- 
tent that such diversion is possible, the subcommittee’s recommenda- 
tions set out above are applicable. So are its recommendations with 
respect to the need for more intensive screening procedures in the 
application of the Dyer Act. 

As for the operations under the act itself, it is difficult for the sub- 
committee to make any judgmental determinations on the basis of 
1 year’s operations. At the subcommittee’s request, the detailed 
statistical information was furnished to the subcommittee by Mr. 
George Reed, chairman, Youth Correction Division of the Federal 
Parole Board. These data are set forth in the appendix of this report. 

It should be noted that although the act is applicable to 51 sudicial 
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districts, in the period from January 19, 1954, to December 14, 1954, 
the act was used in only 36 of those districts. No specific data exists 
as to the reasons for the nonuse of the act in the remaining 15 judicial 
districts. Whether those reasons are based upon a reluctance of the 
courts in those districts to use the new act, or whether there were no 
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youthful offenders in those districts, or all were diverted to State 
facilities, is difficult to determine. The subcommittee hopes that it 
is nowhere based on the first reason, since it is firmly convinced that 
the Youth Corrections Act is definitely a step in the right direction 

Future activities under the Federal Youth Corrections Act should 
be carefully scrutinized and, as has been recommended above, suffi- 
cient facilities and personnel placed at its disposal so that it shall be 
more than a paper rehabilitative device. The subcommittee hopes 
that its operations can be expanded to include all the States of the 
Union as rapidly as possible. 

One matter of considerable concern to the subcommittee is the 
manner in which the Youth Corrections Division is established and 
expected to operate. Members of that Division are selected from 
among the members of the Federal Parole Board, and the Division 
functions in certain respects as a subsidiary of that body. No 
authority is given to the Division with respect to the operation of 
any facilities. Such authority is vested in the Bureau of Prisons. 
Whether the recommendations of the Youth Corrections Division 
with respect to the treatment needs of a particular youthful offender 
are carried out depends upon the cooperative relations developed 
between the Division and the Bureau. The subcommittee hopes that 
the spirit of cooperation which seems to have permeated their efforts 
to get the program started will continue. 

In order to further such a spirit of cooperation, and to insure its 
continuation the subcommittee believes that the Youth Corrections 
Division should have, in the Department of Justice, a status equivalent 
to that occupied by the Bureau of Prisons. To that end the subcom- 
mittee recommends the enactment of legislation converting the Youth 
Corrections Division into the Youth Corrections Board and making 
such Board responsible directly to the Attorney General as is the 
Director of the Bureau of Prisons at the present time. 

14. Need for interstate compacts: More effective and efficient re- 
habilitative programs would result—and diverted juveniles and 
youths better served—not only by the adoption of the legislation 
recommended elsewhere in this report for grants-in-aid for the im- 
provement of State and local services for the rehabilitation of juvenile 
delinquents, but also by the adoption of interstate compacts dealing 
with the return of runaways and the interstate supervision of juvenile 
probationers and parolees. 


RECOMMENDATIONS OF THE COMIC REPORT 


The third interim report of the subcommittee was on the subject 
of comic books and juvenile delinquency. It was the subcommittee’s 
opinion that, if self-regulation by an industry such as the comic-book 
industry was to succeed, there must be certain attributes and certain 
mechanisms which it had to have. The earlier attempt of the comic- 
book industry at self-regulation lacked many of these. 

In the first place, the code itself must be clear and explicit. 

In the second place, there must be wide public education of the 
code and the meaning it has for the public when making purchases. 

In the third place, the public must be sold this idea of restricting 
purchases of comics to those carrying the seal of approval. This, 
of course, becomes difficult if numerous publishers do not subscribe 
to the code and particularly, if some of the nonsubscribers are major 
publishers of good, clean comic books. Such a course of action permits 
the unscrupulous publisher, who is unwilling to meet the standards 
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of the code, to hide behind the skirts, so to speak, of the reputable 
publisher who does not display the seal for other reasons. If those 
who are not adherents to the code are numerous enough, then adher- 
ence or nonadherence is meaningless in the public eye and enforcement 
machinery breaks down. 

Finally there must be established enforcement machinery to make 
certain that the code’s standards are adhered to. This machinery 
should have sufficient, well-trained staff imbued with the spirit that 
theirs is a task which, if well performed, can help the children of 
our Nation. If it is not well-performed, it can affect them adversely. 
In addition, this enforcement machinery should be so established 
and operated that it is independent of the publishers whose materials 
it is set up to judge. This independence of thought and action should 
be maintained at all times lest the entire endeavor become beclouded 
with suspicion. 

Following the report and recommendation of the subcommittee 
on the effects of crime and horror comic books the establishment of 
the Comics Magazine Association of America was announced. 
Charles F. Murphy, formerly a city magistrate in New York, was 
named code administrator, and a staff of professional reviewers was 
selected to assist the code administrator in inspecting all comic books 
before they were printed. The code provided for a ban on all horror 
and terror comic books but not on crime comic books. 

The circulation of comic book magazines declined from a high of 
110 million copies to 70 million with the elimination of the more 
objectionable type of comic book. 

Many States and local communities, following the lead of the 
subcommittee took action to curb the sale of comic books of the ex- 
treme crime, horror, brutality, and perverted type, and in 1955 13 
States enacted laws to control sales: Oregon, California, Maryland, 
Montana, New Jersey, Connecticut, Texas, North Carolina, Wash- 
ington, Nevada, New York, [linois, and Oklahoma. 


RECOMMENDATIONS OF THE YOUTH EMPLOYMENT REPORT 


Subcommittee Interim Report No. 1463, 84th Congress, Ist session, 
dealt with youth employment and juvenile delinquency. 

Hearings dealing with the problem of youth employment were 
held before the subcommittee in Washington on April 20, May 11 
and 12,1955. Inquiries were made of the labor officials of the State 
governments of the 48 States, as well as from officials of school sys- 
tems where special projects were in operation, and from public and 
private agencies interested in the meth nig Labor, management, and 
other interested groups and individuals also provided information. 

The subcommittee, in holding hearings on this problem, sought to 
obtain answers to certain questions to determine if the incidence of 
juvenile delinquency is aided and abetted by lack of employment or 
suitable employment opportunities among youth. Its purpose was 
to try to determine if there is a cause-and-effect relationship between 
being unable to get a job and juvenile delinquency. 

Members of the subcommittee viewed the facts presented in their 
testimony objectively. While it was realized that there were aspects 
of the problem that merited further study, there appeared to be ade- 
quate justification for certain recommendations, 

These recommendations were as follows: 

The subcommittee recognizes that the exact nature of this relation- 
ship is not fully understood and recommends that the Department of 
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Labor, private foundations, and other groups support and undertake 
objective, scientific research in this area. This is a cause for concern 
to the subcommittee and a large segment of the public. 

The subcommittee submits the following recommendations as pos- 
sible steps in striving toward improving the situation : 

1. There should be an expansion of work-school opportunities and 
experience through more educational experimentation in methods of 
using young people’s part-time job experience for their educational 
and personal growth. This is especially needed for nonacademic 
pupils who are weak in the basic personal qualifications important for 
vocational adjustment. It is recommended that the United States 
Department of Labor conduct studies to determine if present child- 
labor regulations under the Fair Labor Standards Act are deficient 
in serving the act’s purpose of child-labor protection under present- 
day employment conditions, and to conduct experiments in methods 
by which child-labor administration agencies could determine fair and 
enforceable bases for modifying specific child-labor standards where 
special safeguards and supervision through work-school programs are 
provided, It should explore the practicability of providing that boys 
and girls 14 and 15 years of age, who are enrolled in work-school pro- 
grams under proper counseling and supervision, be allowed to spend 
up to but not more than 50 percent of the workweek in nonhazardous 
work. For participation in programs of this nature, it could be pro- 
vided that the youth receives school credits and spends 50 percent of 
the remaining school hours in courses that will afford insight into and 
understanding of the requirements of employment and the skills in- 
volved in the work the youth is performing. This should be done 
without impairing the necessary protection for young people that has 
been gained through legislation in the past half century. The partici- 
pation of youth in industry through work-school programs should be 
considered separate and apart from conditions of full-time independ- 
ent employment of youth under this act. It is the opinion of the 
subcommittee that in many instances the inability of youth in this 
age group to obtain employment is a contributing factor to delinquent 
behavior. 

2. It is recommended that the Wagner-Peyser Act be amended to 
specifically require that employment services be extended to all youth 
in part-time employment, summer employment, employment in 
work-school curriculum programs as well as in full-time independent 
employment, and that funds be provided to make available to youth, 
both in and out of school who are seeking employment, its facilities 
for employment counseling, testing and placement on an adequate 
basis. It is recommended that the Department of Labor undertake 
a study of the attitudes of employers who either give or deny job 
opportunities to young people, and provide consultant services to 
communities on programs to reduce youth unemployment and to 
better help youth to find a productive role in the labor market. 

3. It is the opinion of the subcommittee that young people can 
perhaps be more effectively helped to find a place for themselves in the 
labor market in three ways and these should be carefully explored: 
(a) More part-time or combined school work programs; (6) more 
effective vocational guidance and counseling in the school; (¢) more 
adequate community facilities to bridge the gap from school to work 
and provide continuous guidance services. 
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4. The subcommittee recommends a significant expansion of guid- 
ance services within the school system ‘of the Nation. Vocational 
and educational guidance as well as help with other problems should be 
available to every child on an individual basis. It has been suggested 
that existing Federal and State programs might be reviewed to deter- 
mine how, through the provisions of the George-Barden Act, addi- 
tional funds could be made available to “increase substantially and 
rapidly” the vocational and educational guidance facilities and 
services of the public schools. Emphasis should be placed on the 
importance of vocational and educational guidance in assisting youth 
to realize their full potentialities as wor kers and citizens and in the 
manpower and defense planning of the Nation. Specifically, atten- 
tion should be given to the problem of identifying, developing, and 
conserving the professional, technical, and skilled m: upower poten- 
tialities of the youth population of the United States. Careful study 
should be given to the recommendations of the National Manpower 
Council concerning the importance of vocational and educational 
guidance services in developing and maintaining the skills of the work 
force. Steps should be taken to broaden the school curriculum offer- 
ings in other ways for nonacademic pupils who lack the personality 
traits and responsibility needed for employability and successful 
vocational adjustment. 

5. The subcommittee recommends that Federal funds be made 
available for the stimulation and development of a variety of projects 
designed to demonstrate the value of special community efforts to 
control juvenile delinquency, reduce youth une mployment and_ to 
better help youth to find a productive role in society. In conjunction 
with its Interim Report No. 61, dated March 14, 1955, the subcom- 
mittee prepared and introduced legislative proposals which would 
authorize the appropriation of Federal funds for this purpose. The 
subcommittee now reiterates its recommendation that such legislation 
be ae icted by the Congress of the United States. 

The subcommittee believes that great yalues might accrue from 
iieaed exchange of information between communities regarding 
youth employment projects which have proven successful. The sub- 
committee recommends that several Federal agencies concerned, offices, 
bureaus, and divisions in the Department of Labor and the Depart- 
ment of Health, Education, and Welfare jointly plan for the produc- 
tion and widest possible dissemination of such informational] materials. 
The Interdepartmental Committee on Children and Youth might 
on be used as the coordinating body for such activity. 

The subcommittee has been concerned by the lack of firm knowl- 
tla concerning the social and psychological consequences of youth 
employment and unemployment, as well as by the absence of sound 
information about youths’ career patterns, job satisfactions, and moti- 
vations. We need to know more, also, about the attitudes of em- 
ployers who either give or deny job opportunities to young people and 
how these attitudes may be constructively modified. It, therefore, 
recommends that appropriate agencies and groups, including the 
National Science F oan hie the Department of Labor, and the De- 
partment of Iealth, Education, and Welfare, support basic research 
studies in this important area of community life. Research is also 
needed to clarify the further relationship between school dropouts 
and delinquency. 
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8. The subcommittee recommends that the Board of Commis- 
sioners of the District of Columbia, the Board of Education, and the 
director of the United States Employment Service for the District of 
Columbia take all necessary steps to develop and maintain effective 
programs and working relationships whieh insure more adequate 
guidance services in the schools, an orderly cooperative arrangement 
for the transition from school to work for youth leaving school, and 
systematic and continuous vocational guidance and placement services 
for out-of-school youth who need them. 


RECOMMENDATIONS OF THE TELEVISION REPORT 


Subcommittee interim report No. 1466 dealt with television and 
juvenile delinquency. This report was issued January 31, 1956, in 
the 84th Congress, 2d session. 

The cumulative effect of crime and horror television programs on 
the personality development of American children has become a source 
of mounting concern to parents. Several generalizations can be made 
concerning many of the programs shown during children’s viewing 
hours. It was found that life is cheap; death, suffering, sadism, and 
brutality are subjects of callous indifference; and that judges, lawyers, 
and law-enforcement officers are too often dishonest, incompetent, and 
stupid. The manner and frequency with which crime through this 
medium is brought before the eyes and ears of American children 
indicates inadequate regard for psychological and social consequences. 
What the subcommittee tried to determine was: Are these presenta- 
tions a contributing factor in juvenile es 

The subcommittee is aware that no comprehensive, conclusive study 
has been made of the effects of television on children. On October 
1, 1954, a 2-year study of the effects of television on adolescents and 
young people was initiated by the Nuffield Foundation, Nuffield Lodge, 
Regents Park, London, N. W. 1. Research teams are being selected 
of scientists, educators, statisticians, and psychologists. The British 
Broadcasting Corp. has expressed approval of the study, and has also 
announced that its advance research department is to study the effects 
of television on adults. 

There is reason to believe that television crime programs are poten- 
tially much more injurious to children and young people than motion 
pictures, radio, or comic books. Attending a movie requires money 
and the physical effort of leaving the home, so an average child’s ex- 
posure to films in the theater tends to be limited to a few hours a 
week, Comic books demand strong imaginary projections. Also, they 
must be sought out and purchased. But television, available at a 
flick of a knob and combining visual and audible aspects into a “live” 
story, has a greater impact upon its child audience. 

Members of the subcommittee shared the concern of a large seg- 
ment of the thinking public for the implications of the impact of this 
medium of visual presentation upon the ethical and cultural stand- 
ards of the youth of America. It has been unable to gather proof of 
a direct casual relationship between the viewing of acts of crime 
and violence and the actual performance of criminal deeds. It has not, 
however, found irrefutable evidence that young people may not be 
negatively influenced in their present-day behavior by the saturated 
exposure they now receive to panes and drama based on an under- 
lying theme of lawlessness and crime which depict human violence. 
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When considered in the light of the evidence that there is a cal- 
culated risk incurred oak the repeated exposure of young boys 
and girls, even of tender age, to ruthless, unethical forms of behavior, 
the subcommittee believes it would be wise to minimize this risk insofar 
as possible. To achieve this end, the subcommittee urged that the fol- 
lowing recommendations be acted upon: 

2. An increase in monitoring and factfinding activities to the extent 
needed to provide an adequate sample of what is on the air. 

Monitoring should be on a ak toil basis, covering over the course 
of a year the entire country. Analyses of program logs should also 
be made on a spot-check, sampling basis, including annually one or 
more analyses for each commercial television outlet. 

3. Utilization and consideration of these materials to determine 
whether the public welfare is adequately served in passing upon all 
requests for renewal of licenses. 


Individuals in the industry have collective obligation 

Although freedom of enterprise is to be encouraged, and the individ- 
ualist prerogatives of every businessman respected, constant voluntary 
cooperation is essential to the proper direction of an industry so vast 
and influential as the television industry. No matter how high the 
standards of any one station manager, he is falling short of his respon- 
sibility as a member of the group when he remains aloof from the 
voluntary trade association sponsored by other members of the indus- 
try. He can best work for the common good by collaborating in the 
thinking and planning of others in the industry. To this end, the 
subcommittee urges 100-percent membership of network and indi- 
vidual station representatives in the National Association of Radio & 
Television Broadcasters or any other similar industrywide association 
of the radio and television owner’s choice. The subcommittee appre- 
ciates the reasons why 40 percent of the station representatives do 
not yet belong to the NARTB, but is of the opinion that further 
vigorous efforts on the part of code staff members will result in a 
reduction of this large group of nonmembers. It is also the subcom- 
mittee’s opinion that the producers and distributors of film for tele- 
vision should continue to be invited and solicited to subscribe to the 
principles of the NARTB code. The subcommittee was interested in 
the fact that, between October of 1954 and April of 1955, the code board 
staff contacted nearly 140 producers and distributors of film for use 
on television in an effort to acquaint producers and distributors with 
the code, the activity of the code review board, and the need for care in 
development of the product they offer to code subscribers. The sub- 
committee is aware that there are several hundred producers and 
distributors, however, and that continuing efforts on the part of the 
code-board staff are necessary in urging their recognition of the code 
and conformance to it in the production of their material. 


Suggested modifications in the television code 

The following broad suggestions are offered relative to the kind of 
changes in the NARTB television code that would do much to reshap- 
ing it into an effective instrument of regulation. Although the follow- 
ing suggestions do not purport to be exhaustive, the subcommittee 
believes that such amendments and additions should include: 

1. Provision that every subscriber to the code be required to send to 
the central NARTB office in Washington, D. C., the original or exact 
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copies of all complaints and criticisms directed to the station or the 
network. 

2. Revision of the provisions of the code pertaining to what is in 
good taste so that these are at least as stringent as those of the motion- 
picture code. Definitions should be more specific, loose wording 
eliminated, and specific illustrations cited. Rather than urging that 
care be exercised with regard to certain situations which may appear 
in programs for children, it should be specifically stated that certain 
types of subject matter are prohibited—i. e., matter which may teach 
the techniques of crime. 

3. Requirement for displaying the seal of good practice at specified 
intervals, together with a brief statement giving the reason for having 
a code, the meaning of the seal, and the address to which complaints 
may be sent. 

4. Promulgation of standards as to minimal requirements to main- 
tain program balance. Such standards should be stated not only in 
terms of total hours per day devoted to particular subject matters, but 
also as to avoid undue concentration of subject matter during certain 
intervals of the day—e. g., excessive presentation of crime and violence 
materials during children’s viewing hours. 

Citizens’ listening council can maintain vigil of program content 

A constant vigil is required in relation to any large and powerful 
influence upon society. This is vital in a democratic state. The 
power of the people to direct their own destiny is enhanced by the 
energy with which they control the negative forces about them. If 
children are to live in an environment that is conducive to construc- 
tive attitudes and actions, they must live in communities where the 
adults about them are similarly motivated. Sober, unbiased adults 
can perform a useful function by maintaining steady watch over 
the programs offered to children and by pecan reporting offensive 
materials to responsible sources. The subcommittee hopes that 
leaders and citizen groups may stimulate the development of the 
listening-council movement. 


Additional responsibilities of the Federal Communications Commis- 
StON 


In the past the Federal Communications Commission has remained 
aloof from decisions with respect to program content, and has limited 
the scope of its activities to technical and financial aspects of radio 
and television. The subcommittee is of the opinion that the Commis- 
sion has not fully exercised in the public interest the powers presently 
vested in it. This is not to say that the subcommittee believes that 
the FCC should become a censoring body, arbitrarily imposing its 
judgments upon an unwilling industry. The subcommittee does 
believe, however, that the FCC cannot evade the responsibility it has 
under the law for concern with program content. 

In the words of the United States Supreme Court’s decision of May 
10, 1943, National Broadcasting Company v. U. 8. (819 U. S. 190, 
215 et seq.) : 


* * * the act does not restrict the Commission merely to 


supervision of the traffic. It puts upon the Commission the 
burden of determining the composition of that traffic. 
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In hearings before the House Commerce Committee on April 13, 
1955, FCC Chairman George McConnaughey stated that the time has 
come for an investigation of the broadcasting “looking toward the 
possibility of monopoly and all the other elements that go into the 
network situation.” He further stated that what was needed is a 
“comprehensive study of the economics and operations of the broad- 
casting industry asa whole. In such a study, the role of the networks 
would, of course, be of great importance, but the role of the advertis- 
ing and talent agencies, the sponsors, the film producers and distribu- 
tors and other nonnetwork organizations in the television industry 
would necessarily play an equally significant role.” Mr. McCon- 
naughey also requested that the FCC be given authority to levy a small 
fine for violations of FCC policing rules for the air waves. He feels 
the FCC’s present power to revoke licenses in such situations is too 
severe. 

The subcommittee feels that “all the other elements that go into the 
network situation,” should rightly include the determination of stand- 
ards for program content, and that the concept of levying fines for 
violations of lesser degrees could also be applied to violations of pro- 
graming standards. Repeated or flagrant violations would be subject 
to review upon requests for renewal of licenses. 

The subcommittee is of the opinion that the full exercise of its exist- 
ing responsibility relative to program content requires three steps: 

1. The promulgation of certain minimal standards both in terms of 
prohibiting the presentation to children of certain materials in such 
manner as to be damaging to them and in setting forth criteria as to 
what constitutes, in minimal terms, balance in programing. 

The FCC should develop such standards with full and free partici- 
pation of the industry and with utilization of the advice and guidance 
of outstanding educators, psychologists, and other authorities in the 
science of child behavior. 

Such standards would be subject, of course, to judicial review to 
determine the reasonableness. 

The subcommittee also recommends two further actions for the con- 
sideration of NARTB. First, it believes that the NARTB should 
establish the mechanism and procedures needed to review and pass 
upon all motion-picture films presented on television. This would be 
a motion-picture code type of service which would grant a seal of 
approval for all film measuring up to specified standards. 

The subcommittee is of the opinion that the parallel service pro- 
vided for the movie industry by the Motion Picture Association of 
America which has avowed that it will undertake to protect the public 
from undesirable and undue exploitation of themes of crime and 
violence and the industry from the unwanted criticism that has been 
directed at it for motion pictures of this type. It believes that such 
an operation could perform a like service to the public and the indus- 
try relative to motion-picture films presented on television. 

Secondly, the NARTB should increase its monitoring activities. 
This is being done. As spokesman for the television industry, it 
should be thoroughly conversant with what is and is not on the 
airways. 
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Research needed on role of the mass media of communications in 
shaping antisocial behavior 

The conclusions reached by the subcommittee after extensive study 
relative to the relationship of juvenile delinquency to the presentation 
of crime and violence via television are based upon scattered evidence 
and best opinion. There is no irrefutable body of research data, gar- 
nered through carefully designed and exhaustive research projects, 
from which definitive cause and effect, relationships can be dented 

Until such research is undertaken, action in this field must, of neces- 
sity, be predicated upon opinion. Hopefully, during this interval 
weight shall be given to opinion derived from experience and evalu- 
ated by persons possessing training which might give them more than 
a “when I was a boy” basis for understanding human, behavior. 

The subcommittee would like to call attention to the need for broad, 
carefully framed research efforts not directed to determining the 
effects of television only but rather to determining the extent and how 
the several media of mass communications may combine to make con- 
tribution, if any, to the development of antisocial behavior in children 
and youth, 

Dr. Paul Lazarsfeld of Columbia University was one of the origi- 
nators of many of the techniques used in the field of mass- sade 
research. He has developed, with the subcommittee staff, the formula- 
tion of the problem of why so little is known about. the effects of tele- 
vision on children and what could be done about the matter. 

The problem was developed from five points of view: 

1. What are the factors which retard the accwnulation of useful 
knowlede in this field ? 

2. What kind of research is most needed ? 

3. What difference would it make if such research were carried out ! 
. What would be the inevitable limitations on this research ? 

» What can the subcommittee do to improve the situation ? 
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Three reasons for the lack of adequate knowledge in this field 

A few persons, like Dr. Maccoby from Harvard (who testified before 
the subcommittee), the Rileys at Rutgers, Carl Hovland at Yale, and 
Brodbeck at Boston University, have carried out investigations in the 
general area of the effects of television. This underlines the fact that 
the uncoordinated work of various scholars in the field is inadequate. 

But if some problem becomes a burning social issue then it might 
be a mistake to leave research progress to the accidental initiative of 
individual scholars. 

We obviously do not need anything of the magnitude of a Los 
Alamos laboratory to study the effects of television. But if it is an 
urgent social problem, then we need some social planning: Priorities 
have to be set up, and some central organization is needed to coordinate 
research work and to press it forw ard. At what point a problem is 
best advanced by academic free enterprise and at what point more 
definite organization becomes desirable is a difficult question to decide ; 
but it might very well be that the area of television and its effects on 
children needs at this moment more systematic and overall planning 
than it would get in the normal course of academic affairs. 

Planning and organization obviously require funds. The question 
is where they should come from, Up until now the little research 
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which has been done in the field of television has generally been sup- 
ported by foundations. Several times in the history of mass-media 
research foundations have played a crucial role. Soon after the First 
World War there was a great public excitement about motion pic- 
tures—the self-imposed code which still controls most of the studios 
was one of the resulting developments. At that time a small founda- 
tion, the Payne Fund, sponsored a number of experiments to study 
the effects of movies on children. Dozens of studies, coordinated by 
the late W. W. Charters, helped to give the whole discussion an ele- 
ment of rationality, even though some of the research was contro- 
versial. Then in the late 1930’s, when radio had come on the scene, the 
Rockefeller Foundation, through John Marshall, organized a number 
of interlocking studies. One major project, located at Ohio State 
University, has permanently affected educational broadcasting, espe- 
cially its use in schools. Another, located at Princeton, set the pattern 
for much of the mass-media research which is being done today. 

Why has no foundation stepped in and helped to clarify the new 
role which television is likely to play? There are two reasons for 
this, one intrinsic to foundation policy and the other the unfortunate 
result of an external situation. Foundations have always felt that 
they should not give prolonged support to any one field. They pro- 
vide funds for a few years to stimulate a new type of activity ; but then 
they leave it to the universities and professions to go on from there. 
In general, this policy of discontinuity, so characteristic of founda- 
tion grants, is a logical one. But just as in the case of the private 
scholar, when a topic develops into a social concern a more sustained 
financing policy might become necessary. 

Unfortunately, the chances for such a turn of affairs are limited at 
this moment, because of the kind of criticism which has been leveled 
against foundations in recent years. A congressional committee has 
criticised the foundation boards for certain actions in other areas. 
The boards are frequently cautious in the matter of making funds 
available for new areas of study. When radio appeared on the scene 
the Rockefeller Foundation was still quite willing to finance large- 
scale studies as to what effects the new medium might have on Ameri- 
can life. Now that television is here, with presumably even more 
intense effects, no foundation has as yet seen fit to sponsor the neces- 
sary research. 

Dr. Lazarsfeld pointed up the role of the industry itself in the re- 
search picture and stated that the television industry does spend some 
money on research and that there is some constructive collaboration 
with academic groups. But the broadcasters usually do research which 
is close to their immediate operational problems. They cannot lay 
out large-scale plans. As a result, while industry research has con- 
tributed considerable knowledge on a few specific points, it has not 
contributed to it systematically. 

Reviewing the situation over the last 30 years, it seems apparent 
that much has militated against a coordinated and relatively quick 
buildup of knowledge of the order which is necessary to deal with 
topics of social concern. 


Some examples of desirable and missing research 
The type of research necessary in this area can be defined as any 
research which needs the collaboration of groups which are usually not 
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in contact with each other, or which takes a considerable amount of 
time, or which is unusually expensive, or any combination of the three. 

As an instance of the first, it would seem to be constructive and 
enlightening to experiment with good programs. Why shouldn’t 
it be possible to get performers and writers together, and have them 
devise programs which everyone thinks would te desirable and bene- 
ficial? Would children listen tothem? Would they have good effects? 
And even prior to that, do we really know what we mean by a good 
program? Are there people available who could write them? It 
seems to be a simple idea, but consider what has to be done to carry it 
out. Psychologists and writers must meet and work together. Funds 
must be obtained to produce programs for experimental purposes, 
regardless of whether a television station or network is willing to 
put them on the air. But the aridity and the negativism of much 
of the discussion which takes place today can be overcome only if 
it is shown that there is something like a good program, that there 
are people who can be trained to write and saetaos them, and that 
children are willing to listen to them. 

The second type of desirable research is that where we have to follow 
up various types of children for a period of 4 to 8 years to get a real 
picture of what role television plays in the development of personality. 
This has been recognized in other fields. For example, at the time when 
progressive education was a matter of great concern, an 8-year study 
was organized to investigate what kind elementary-school education 
makes for greater success in college and on the first job. Only such 
long-term studies would give us a realistic picture of the role of tele- 
vision in a child’s personality development. 

Thirdly, the role of parents is not as clear as it may look. A grow- 
ing child needs to have material around from which he can build up 
his developing world. Do the parents know how to provide it? Can 
they invent enough stories to satisfy the children’s curiosity? Do they 
provide toys or books which are as satisfying as a television pro- 
gram? We need to study the extent to which parents understand the 
emotional needs of their children. We need studies which would result 
in ideas as to how the average family can create an atmosphere which 
will compete with television. The difficulty of these problems should 
not be underrated. It is hard enough for a mother with several chil- 
dren just to keep the household going. She cannot, in addition, be 
expected to be a creative psychologist all day long. And just exhor- 
tation to be a good mother won’t help. Only detailed and large-scale 
studies of what actually goes on in the home will lead to advice which 
is concrete enough so that the average mother can utilize it. 

A fourth example of needed research leads to another side of the 
question: People who dislike today’s television fare never raise the 
question: How do these controversial programs get on the air? No 
one seriously thinks that the president of a network is a malefactor 
who wants to corrupt little children. Obviously these programs ap- 
pear because of a variety of circumstances. It is known that certain 
legends as to what children like develop in the industry. It is also 
known that it is easier to write a stereotyped program than to make 
a creative contribution. An audience is frequently unaware of the 
vast amount of script preparation required to fill the television pro- 
grams of hundreds of stations throughout the Nation. If better pro- 
grams are desired, we should know at what point the decisions are 
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made regarding the presentation of programs we do not like. There 
is a question as to where the proper representation should be exerted. 
Should it be directed to the sponsor or the script writer? It has been 
suggested that it might be helpful if every network had an educator 
who advised on children’s programs. There is a definite need for 
studies of the life histories of programs: How they are commissioned, 
how they are written, and why they are finally put on the air. Very 
competent and conscientious people could Btovide the public with an 
objective picture of the situation. 

Four examples have been given of unorthodox kinds of studies which 
would add to our understanding of the effects of television. At the 
same time, however, research which is going on now on a small scale 
could be greatly helped by better coordination and better financing. 
There is some indication from existing studies as to how children 
influence each other in their listening habits. We have some inkling 
as to why television has such a hold on children. But what might 
be called a psychological theory of television is still missing, and will 
continue to be so unless we make collective efforts to help it along. 


What would be the value of more knowledge? 

The kind of research suggested above could greatly influence 
writers if they were provided with concrete suggestions. The execu- 
tive officers of the broadcasting industry are also likely to be in- 
fluenced. After all, they are in business to get large audiences. They 
have never been shown that they can get large audiences with dif- 
ferent kinds of programs. If research can do that then one of the 
main pressures toward the present policy would be relieved. 

More knowledge may also affect the behavior of parents. Children 
do not listen to television programs in a social vacuum. They tie 
the programs in with the games they play with each other. They 
use programs as substitutes for what their parents cannot give them 
for lack of time, energy, and insight. It might be possible to develop 
programs which dramatize family situations; these could give 
parents more ideas as to what to do with their children and, at the 
same time, provide the children with opportunities to find their own 
daily lives more interesting and satisfying. 

While Dr. Lazarsfeld could offer little evidence that the above con- 
clusions are right, he felt that it isn’t enough just to prohibit pro- 
grams which children seem to like and parents disapprove of. Only 
if constructive substitutes are found for the present situation can 
a change really be anticipated. 

T he limitations of research 

The subcommittee agrees that in the whole matter of the mass 
mediums there are questions of convictions and taste which can hardly 
be settled by research. Evidence of the difficulties which arise when 
taste enters the discussion are found throughout the hearings on the 
mass mediums. 

There also is a great danger that research will be used as an alibi. 
Some people say we should do nothing until we have enough re- 
search. The subcommittee has continually stated that action must 
be taken and that priority should be given to a consideration of the 
youth of the Nation. 
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The subeommittee recommends that the National Science Founda- 
tion consider the possibility of extending its activities into the social 
sciences. It is true that, so far, the National Science Foundation 
has restricted itself almost exclusively to matters in the physical sci- 
ences, but the pressing need for research in the area of nonphysical 
sciences suggests a change in policies. 

The topic with which we are dealing represents a good example 
of why the foundation should do so. To this end, the subcommittee 
further recommends that the National Science Foundation extend 
its work to support research in the crucial area of the effect of mass 
media on young people. 

Secondly, the subcommittee recommends that foundations spend 
part of their funds on matters which, although controversial, are 
pressing social problems, the solving of which may depend on their 
research support. The effect of television on children is controversial] 
not because some people are against crime and others for it; it is con- 
troversial because so little is known that anyone can inject his preju- 
dices or his views into the debate without being proven wrong. In 
encouraging the foundations to sponsor research on this kind of con- 
troversy, the subcommittee feels the result might very well be a shift 
from empty debate to well-directed action, 


NEED EXISTS FOR THE IMMEDIATE ESTABLISHMENT OF A PRESIDENTIAL 
COMMISSION ON THE MASS MEDIA 


It cannot be denied that the several mass media of communications 
not only reflect the culture of our society but are also a powerful in- 
fluence in molding that culture. In no small measure, a child’s con- 
cept of the world outside his home, school, and immediate neighbor- 
hood is shaped by what he sees or hears on radio and television and 
by what he reads or has read to him in comics, magazines, and 
newspapers. 

Neither can it be denied that the rapid development of the mass 
media has added immeasurably to the positive education of our young 
people. Children of today know more about worldwide conditions, 
national affairs, and other matters of concern to good citizens than 
ever before in history. Primary credit for this greater knowledge, 
knowledge indispensable to responsible citizenship, belongs fairly and 
squarely to the enlarged and extended media of mass communications. 
These facts constitute strong evidence of the efficacy of the mass 
media in educating young people. 

Recognizing this potential, many parents, citizen groups, and au- 
thorities in the area of child development have expressed grave con- 
cern about the possible negative and damaging effects upon children 
of the emphasis placed upon and the dramatic presentation made of 
crime and violence by certain of the media. Acting in response to 
thousands of letters expressing such concern, the subcommittee con- 
ducted hearings relative, first, to crime and horror comic books and, 
secondly, to crime and violence presented to children by television. 

The subcommittee has presented its detailed findings growing from 
both hearings in separate interim reports. 

Finding, in broad terms, that public apprehension regarding such. 
possible negative effects to be founded in fact, the question to be 
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answered here is, What can be done to minimize the possible dangers? 
In seeking solutions to this question, the subcommittee has rejected 
and now reiterates its rejection to any and all suggestions for some 
kind of governmental censorship. Freedom of speech and press are 
cornerstones of a free society. 

But freedom in these areas as in others also involves responsibilities, 
And those conducting the mass media have a responsibility to exer- 
cise freedom of speech and press with due regard to the public wel- 
fare. This means that the media have a responsibility to consider 
what is “best knowledge” regarding potential negative effects upon 
children in presenting materials which might exert such effects. 

The subcommittee reemphasizes its conviction that the majority of 
persons conducting the mass media feel such a responsibility. An 
example of the discharge of such Se cea te is apparent in the 
self-restraint exercised by the majority of this Nation’s press in re- 
fraining from publishing the names of juveniles picked up by the 
police for delinquent acts even where such is not prohibited by law. 

The American Bar Association and other groups have, from time 
to time, addressed themselves to the special problem of crime por- 
trayal in public entertainment mediums, and its effects, if any, on de- 
linquency. As evidenced frequently in the course of the subcommit- 
tees’ study of these mediums, crimes and criminal activity tend to be 
grossly overemphasized. Both publications and dramatic presenta- 
tions offend in this respect ; sometimes they include provocative in- 
structions for the commission of grave offenses; often they glorify 
criminals at the expense of law -enforcement agencies and the legal 
profession. But the positive consequences of such presentations re- 
main a matter of speculation. The collection of further data would 
be a substantial public service. The subcommittee commends the 
interest that has been expressed in this problem, and believes that the 
professional groups concerned with law enforcement could most use- 
fully pursue it further. 

The possibility that the mass mediums—or some of them—may be 
udiiiand. however, unintentionally, to the detriment of our children and 
youth is a risk this Nation cannot afford to take. The subcommittee 
accordingly strongly recommends the immediate establishment, by 
legislation, of a Presidential commission composed of outstanding 
men and women, fitted by their knowledge and experience to serve 
on such a body. They would serve without compensation but would 
be assisted by a small, highly trained staff. Expecting progress in 
overcoming this problem, the subcommittee contemplates that such a 
commission should be continued in existence for a limited time only. 
In the view of the subcommittee, such a commission would— 


1. Study and investigate all mediums of mass communication as 
they do or may affect children and youth in the United States; 
2. Report periodically to the President, the Congress and to the 
public on practices and materials which might have detrimental 
effects on children and youth; and, 

2. Encourage and stimulate the undertaking of basic scientific 
research by public and private agencies and organizations, as well 
as by private individuals, to determine the effects on children and 
youth of various types of materials utilized in the different 
mediums of mass communication in the United States. 
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It is the subcommittee’s hope that through the activities of such a 
Presidential commission, any practices potentially harmful to chil- 
dren and youth can be called to the attention not only of the Presi- 
dent, the Congress and the people of the United States, but also to 
those engaged in them so that they may take steps to eliminate or 
change them. 

(Letter from National Assiciation of Radio and Television Broad- 
casters and release follow.) 


Nationa AssocraTIon or Radio AND 
TELEVISION BROADCASTERS, 
Washington, D. C., January 2, 1957. 
Senator Estes KEravuver, 
United States Senate, 
Washington, D. C. 

Dear Senator Kerauver: During hearings of the Senate Subcom- 
mittee To Investigate Juvenile Delinquency, I testified with regard 
to the activities of the television code review board of the National 
Association of Radio and Television Broadcasters. 

At that time you, as chairman of the subcommittee, and your col- 
leagues expressed great interest in the possibility that the code might 
embrace not only television stations pe networks, but also the sources 
of film production. At that time I testified that the code’s provisions 
held the mediums directly responsible for the products shown in 
American homes, but that we were exploring the possibility of code 
subscription for producers of programs on film. 

I am happy to report that we have just completed a major step in 
this field, accepting as affiliate subscribers the members of the Tele- 
vision Film Alliance, Inc., of Hollywood. The alliance members 
produce 75 percent of the programs expressly produced for television. 
The facts with respect to this development are covered fully in the 
attached news release. 

Since I believe this action is responsive to the expressed hopes of 
you and your colleagues, I wanted you to know of it immediately. If 
it is possible, we would be grateful if this letter and the attached 
news release could be included in the record of the proceedings. 

Sincerely, 

Haroitp Feiiows. 
Wasuinaton, D. C., January 4, 1967. 

Adoption of the television code of the National Association 
of Radio and Television Broadcasters by the Alliance of Tele- 
vision Film Producers was formally effected today. Affilia- 
tion of the alliance members to code participation marks 
the conclusion of negotiations which have been in progress 
for the past several months between the NARTB code review 
board and alliance officials. 

G. Richard Shafto, chairman of the code review board of 
the NARTB said: “The sincere desire of these producers to 
voluntarily conform their product to the code’s recommen- 
dations is gratifying to all of us in the television industry. 
The formal affiliation of the alliance members with the 
NARTB code extends significantly our industry’s voluntary 
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effort to provide program fare consistent with the preferences 
and tastes of millions of American television homes.” 

Maurice Morton, vice president of McCadden Corp., and 
chairman of the ethics committee of the alliance, stated that 
the alliance adopted the NARTB code in order to insure 
unanimity of ethical standards throughout the television in- 
dustry—and thus avoid possible confusion of multicodes at 
various levels. 

Terms of the agreement provide that the member com- 
panies of the alliance will become affiliate subscribers of the 
television code of the NARTB. A representative of the alli- 
ance will sit as a nonvoting member of the NARTB code 
review board at those meetings when television film produc- 
tion problems are scheduled for review, as well as when 
changes in the code affecting film production are to be 
discussed. 

The constituent members of the alliance will use the tele- 
vision code as a guidebook in producing all future products 
and will be authorized by the NARTB code review fi ird to 
include with their films a special seal indic ating voluntary 
compliance with the NARTB code provisions. The seal will 
not remove the responsibility of the broadcasters to preview 
film product before scheduling, but it does offer assurance 
that special care has been taken in the original production. 
Provision has also been made for removal of the seal for 
violation of the code by any alliance member company. 

The code staff, headed by Edward H. Bronson, director 
of television code affairs for the NARTB, located in Washing- 
ton, D. C., will act in an advisory capacity to the new tele- 
vision film affiliate subscribers in the same manner it now 
serves television station and network subscribers. The al- 
liance has named Maurice Morton to act in liaison with the 
code headquarters group. 

Meetings are prese ntly being scheduled between the 
NARTB code review board and alliance members for further 


indoctrination in the code. 
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RECOMMENDATIONS OF THE INDIAN REPORT 


The subcommittee’s Interim Report No. 1483 of the 84th Congress, 
9d session, was on juvenile de linque ney among the Indians. 

The Indian prob! em in the United States is not a new one and it is 
one that will confront the Federal ik cornea and a number of the 
States for many years to come. A relationship of paternalism has 
evolved with the passage of time since the colonization of America 
began. The development of this relationship was the result of the 
changing ethical concept toward the exploitation of the Indian’s lands 
and his acceptance as a human being. 

While the Subcommittee To reat igate Juvenile Delinquency held 
hearings and studied the segment of the problem of juvenile delin- 
quency among Indians, it was found that there are interrelated eco- 
int contribute to juvenile delin- 
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nomic, social, and political factors 


quency among the Indians living on the reservations and those enrolled 
with the Bureau of Indian Affairs of the Department of the Interior. 

The subcommittee does not presume to have prepared a compre- 
hensive study of the entire Indian problem. It does believe, however, 
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that.in the course of the four hearings in North Dakota, the hearings 
in Phoenix, Ariz., Palm Springs, ¢ Calif., and W ashington, D. C., facts 
were brought out that warrant making certain recommendations. 
These recommendations, if acted upon, would go far toward reducing 
the incidence of juvenile delinquency among the Indian population. 
The incidence of Juvenile delinquency was found in mi iny instances to 
be higher among the Indians than among the non-Indian population 
of the United States. 

It was found that poverty and economic want among Indian fam- 
ilies have a causa] relationship i in contributing to delinquency among 
their children. While realizing that the task ‘of raising the economic 
level of the thousands of Indian families is a formidable one, there are 
suggested plans which, if carried through, would contribute to that 
puPsiye. The suggestions include: 

, An intensified relocation rogram to enable more families to 
wart reservations and locate Where ‘e employment is available. Such 
a program should provide for both temporary economic aid which 
might be required by a family making suc ‘ha relocation, and the guid- 
ance and counseling services which may be needed in making possible 
the family’s adjustment to the changed environment. 

The development of a comprehe nsive program providing for 
girder loans to Indians to enable them to secure the capital needed for 
PT and ranching enterprises. 

Intensification of public employment services to stimulate more 
patensive employment opportunities for Indians. It is necessary to 
combat the resistance of many employers to hiring Indians. 

4. The establishment of Federal and State work projects on or near 
Indian reservations. 

The providing of better housing for the Indians. Both the Fed- 
eral Housing Act and the Farmers’ Home Act contain provisions 
which prevent those who are enrolled as Indi: ans but do not live on 
the reservations from securing the benefits under those acts. The 
subcommittee recommends that these acts be amended so that such 
restrictions would be eliminated. It is urged that low-cost rental 
housing projects be undertaken on the reservations. The housing 
pro ject put in operation by the Ute Indians in Colorado should be 
cided as a model project for all Indian reservations. 

6. There is a need for more expeditious handling of land and lease 
transactions by the Indian Bureau. The delays have resulted in 
ee wi loss to the Indians. 

Legislation should be enacted by Congress to deal with the 
ptbblen of fractionated land interests. This would improve the 
economic condition of many Indians. 

8. Study should be devoted to the problem of water supply in the 
Indian reservations. The lack of water for farming and ranching on 
the Pima Reservation has adversely affected the income of the Indians 
on that reservation. The area of this reservation once included some 
of the most fertile lands in Arizona which are now barren because of 
= loss of their prior water rights. 

The economic status of the Colorado River tribes has. been 
abeguiguty affected by the Department of the Interior’s legal interpre- 
tation as to the title to certain lands. The Colorado River tribes 
had considered that they held title to those lands since 1876, when 
reservation lines were determined by a series of Executive orders 
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under an act of Congress passed in 1864. This cloud on land titles 
has prevented the Colorado Indians from obtaining valuable leases 
which would help to raise their income level. 

The need for improved social and welfare services on the Indian 
reservations can scarcely be overemphasized. One of the greatest 
needs on the reservation is for expert community organization workers. 
Such personnel could aid in developing firmer and better organized 
leadership within the Indian group itself. The placement of such 
workers on reservations would be fully consistent with the democratic 
and desirable principle that people are best aided who are helped to 
help themselves. 

here is also keen need for enlarged and invigorated child-welfare 
services. Many State welfare departments are attempting to give 
service on reservations but meager funds for this purpose result in a 
service which, where existent, is on a too little and a too late policy. 
Special Federal appropriations for the development of adequate child- 
welfare services on Indian reservations would, in the long run, save 
the still larger sums which will be required to pay the costs which will 
be involved in caring for neglected youngsters after they have become 
grossly inadequate adult citizens. 

It is recommended that additional Federal appropriations be made 
to insure adequate community and child-welfare services on reser- 
vations. It is the view of the subcommittee that responsibility for 
the administration of these services should be shifted to the respective 
States. As rapidly as this can be accomplished, funds so appropriated 
should be allotted to the respective States for the development or to 
insure the continuation of such services. 

It is essential, in connection with the welfare of both Indian youth 
and adults, that the States assume responsibility for the care of those 
mentally ill. It is recommended that the Indian Bureau enter into 
the appropriate agreements with States as rapidly as possible. 

A serious lack was found in provisions for the granting of general 
economic assistance to families in real need. The recommendation 
has been made that additional funds be appropriated to meet that 
need. It is the opinion of the subcommittee that responsibility for the 
administration of such assistance should be transferred to the estab- 
lished public-welfare agencies of the several States as soon as the 
change can be made. 

Adverse health conditions may contribute to juvenile delinquency 
in various respects. The subcommittee believes that greatly enlarging 
the scope of public-health programs should be a priority to improve 
the health of Indians on reservations. Recently the Bureau of Indian 
Affairs inaugurated, on an experimental basis, a health plan on 
Indian reservations in the State of Washington. The results have 
been gratifying and it is recommended that sufficient funds be appro- 
priated to establish such a health plan for the benefit of the Indians 
on all the reservations throughout the United States. The need is 
especially apparent among the tribes in Arizona which show high 
incidence of tuberculosis and pneumonia. 

It is recommended that the Indian Bureau encourage and propagate 
more effective action in determining the parentage and the ordering 
of support payments for illegitimate children. Passage by Congress 
of Senate bill 1955, better known as the runaway father’s bill, would 
aid in this problem. It is also recommended that desertion by fathers 


JUVENILE DELINQUENCY 233 


be included in the so-called 10 major crimes covering Federal juris- 
diction in the matter. 

Additional funds should be appropriated to provide ambulances 
and mobile health units for those reservations in areas such as Arizona 
where the Indian settlements are remote from the Indian hospitals. 
The Indian hospital in the Papago Indian Reservation at Sells, Ariz., 
should be restored. 

A number of the recommendations point to the need for new legis- 
lation at both the State and Federal levels, while other recomemnda- 
tions are directed at ways and means of improving coordination and 
teamwork among the tribal, State, Federal governmental, and other 
agencies and organizations dealing with Indian affairs. 

Two of the very important governmental responsibilities toward the 
Indians are in the areas of education and the maintenance of law and 
order. They are both of paramount importance in relation to the 
problem of juvenile delinquency. 

The carrying out of the responsibility for improving educational 
standards and the furthering of educational opportunities among the 
Indians would assist substantially in preventing delinquency among 
the Indian children. To achieve this objective in a practical manner, 
the subcommittee recommends: 

1. Establishment of a comprehensive program which would provide 
for scholarships for Indian youth, similar to the educational provi- 
sions that have been offered under the veterans’ benefits. This would 
enable them to pursue courses of advanced study and training. 

2. Additional special courses in vocational and technical trainin 
should be Seria in both public and Indian schools for adults as we 
as for youths residing on Indian reservations. This program should 
include part-time continuation school programs for those unable to 
attend full-time classes. 

The subcommittee recommends that the Bureau of Indian Affairs 
provide immediate facilities for the education of the 6,000 Navaho 
children. These children are between the ages of 6 and 18 years, who 
have not as yet attended any school. Provision for schools is also 
necessary at certain other Indian reservations, even though they are 
not confronted with as serious a problem as that found at the Navaho 
Reservation. 

The subcommittee is of the opinion that present efforts to transfer 
the educational activities of the Indian Bureau to State authorities 
are sound. If such cannot be accomplished under provisions of the 
Johnson-O’Malley Act, then special Coralation should be enacted to 
achieve this goal. 

Laxity in law enforcement contributes to crime and delinquency in 
both children and adults on Indian reservations. The Congress should 
consider Federal reimbursement to the States for the cost of admin- 
istering law and order if and when the States assume jurisdiction over 
offenses committed by or against Indians on the reservations, under 
Public Law 280, which delegated civil and criminal jurisdiction over 
Indian lands (excepting jurisdiction relative to the so-called 10 major 
crimes) to the States in which these lands are located, if certain con- 
ditions relative to the assumption of such jurisdiction by the States 
were met. These conditions include the adoption of legislation by 
States necessary to the exercise of such jurisdiction. 
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In order to further improve law enforcement on Indian reserva- 

HoPre the subcommittee recommends that the following steps be taken: 

Allocation of Federal funds to States to assist them in securing 
ag enlarged personnel and additional facilities necessary to their 
assuming “responsibility for law enforcement on Indian lands under 
Public Law 280. 

Codification of Federal laws, including treaties and special 
agreements pertaining to American Indians. 

Adoption, through legislative enactment, of uniform definitions 
as to “who is an Indix a and “what is Indian country.” 

It is the belief of this subcommittee that much could be accom- 
plished through invigorated and exte nded efforts to bring into being a 
continuing program of community planning in relation to the local 
problems on each reservation area. Through such programs inv olving 
tribal, county, State, and Feder: al personnel and efforts, a variety of 
local activities might be stimulated. With reference specifically to 
youth, for example, such activities might inichdde their participation 
in the programs of the Future Farmers of America, 4-H Clubs, and 
other programs. It might also result in the formation of other types 
of leisure time as well as in the provision of other recreational outlets. 

The Indian Reorganization Act (84 Stat. 984) provided for the 
organization of Indians into tribal groups with constitutions and 
charters approved by the Department of the Interior. Not all tribes, 
however, were thus organized. Several difficulties have developed in 
these tribal organizations. One of the difficulties relates to questions 
regarding the effectiveness and adequate representation of the govern- 
ing bodies on the several reservations. 

It is recommended that a thorough reexamination of the Indian 
Reorganization Act and an evaluation of the self-governing opera- 
lation at both the State and Federal levels, while other recommenda- 
legislative action is necessary to correct the difficulties encountered. 

The subcommittee believes that positive action upon a part of the 
foregoing recommendations would ameliorate those problems which 
were found to be contributing to delinquency among Indian children 
in the United States. 


RECOMMENDATIONS OF THE MOTION-PICTURE REPORT 


The subcommittee held hearings on the relationship between juve- 
nile delinquency and erime and brutality in motion pictures in June of 
1955. Ina eee issued in March of 1956, the subeommitte made 6 
major recommendations which it felt would improve both motion- 
picture content in terms of better films for children and of greater 
freedom to producers by u a subject matter which had been for- 
bidden topics for many year 

It appeared that the foreign censorship boards had taken steps in 
the right direction. The British board, which numbers a university 
professor in its ranks, and the Swedish board, which retains psychia- 
trists for advice, seemed to have the most informed censorship. In 
fact, the Scandinavian countries, which retain psychiatrists on their 
film-censorship boards, seemed to be the most advanced in this matter. 

The suggestion came forth during the hearings that the Production 
Code Administration consult social scientists on such subjects as 


an 
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violence and sex in motion pictures. Fyrom discussions with the staffs 
of both the advertising and production codes, the subcommittee felt 
that the utilization of the knowledge which obtains in the social- 
psychological fields would be of great value to the operation of the 
codes. With their knowledge of the motivating forces in human be- 
havior, these professionals could readily perceive harmful film content 
that. might be overlooked by people not trained to do so. The sub- 
committee, therefore, endorsed the use of professional knowledge by 
the code staff, and suggested that a relationship could be established 
with the fine universities close to both oflices. 

On surveying the code, the subcommittee felt that while the basic 
principles were sound, some of the restrictions in terms of subject 
matter were not in keeping with the social changes that have tran- 
spired since it was written. While television rendered hour after 
hour of drama dealing with many phases of various social problems, 
the production code still forbade the treatment of many of these sub- 
jects in motion pictures. The inequity of this situation was apparent, 
and indeed one independent producer made a film dealing with a 
social problem in defiance of the code. The publicity given this prob- 
lem had indeed “dated” the section of the code forbidding its portrayal 
and the resultant revolt against it by indignant producers ie tended 
to weaken the whole structure of self-regulation which had developed 
in the past 30 years. The subcommittee felt that in the past the frame- 
work and administration of self-regulation had been overly moralistic 
and too closely related to the immediate expediency of the motion- 
picture industry. This lack of flexibility of story content was not 
surprising in view of the social attitudes in existence at the time of 
the code’s inception. Buta screen maturely performing the functions 
of mass communication demanded a wider orientation. What was 
needed was an effort on the part of the industry itself to perform the 
positive function of enlarging the scope of the screen. 

The subcommittee recommended that the board of directors of the 
Motion Picture Association of America utilize its authority to review 
and propose changes in the Motion Picture Production and Advertis- 
ing Codes, since they did not encourage the screen in attaining its full 
stature as a civic and artistic medium, 

It was further recommended that the board of directors seek the 
consultation of responsible people representing diverse elements, in- 
cluding creative talent from within the industry, as well as educators, 
religious leaders, and people trained in the behavioral sciences. While 
it already had the authority to perform these functions, the Motion 
Picture Association of America was asked to increase its efforts to (1) 
reexamine the Motion Picture Production Code; and (2) function as 
a clearinghouse for criticism of films and suggestions for the broader 
use of the screen. 

The report stated further that the Motion Picture Association of 
America should inaugurate two other important continuing functions: 
(1) It should report annually to the public on the number and kind 
of rejections and changes which are made in pictures during the 
production process; and (2) it should contest the decisions of censor 
boards which request additional changes or deletions, and which the 
association believes unwarzanted. 

No. (1) above was considered to be of great importance by the sub- 
committee. Without public review, the work of any private regula- 
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tory agency is open to abuse. The subcommittee was aware that 
many of the most objectionable films in terms of public complaints 
had been changed drastically by the production code staff, and be- 
‘ause the final version of the film may not have been to the liking of 
many people, the code had been unfairly criticized. 

The members of the subcommittee would like to reiterate the state- 
ment that the motion-picture industry, by its own action, should place 
increasing stress on its role as a civic and informational agency con- 
scious of the changing character of many social problems. The in- 
dustry as a responsible member of society cannot shirk its obligation 
to promote, so far as possible, an intelligent understanding of do- 
mestic and international affairs. While the subcommittee criticized 
many films that motion-picture producers may have felt were in this 
category, the criticism raised was not whether the social problem 
should or should not be presented, e. g., Blackboard Jungle, a story 
of teen-age crime, but the manner of presentation, especially the em- 
phasis on violence run rampant. 

It was suggested that the public itself should insist upon the highest 
attainable accomplishment by the movies. Too often the customers 
fail to exert their influence. Newspapers and magazines could help 
by adopting the practice already followed by some of devoting regular 
space to serious criticism. In addition, every community should main- 
tain one or more citizen’s committees, not to further narrow purposes, 
but to encourage worthy achievement. These committees should be 
broadly representative, including persons jealous for the artistic in- 
tegrity of the screen. The public has an important role to play also 
in encouraging the movie outside the commercial theater. Educational 
institutions, public libraries, churches, business clubs, trade unions, 
women’s groups, and the like should cooperate in making available 
suitable films for nontheatrical audiences and in drawing on nation- 
wide sources for information and comment to indicate to producers 
the principal needs. . 

All such efforts would be greatly strengthened if universities and 
foundations should pay appropriate attention to this potential in 
American life. In particular, they should set up centers of advanced 
study and research, whose investigations and reports would incite 
both producers and public to higher standards. The subcommittee 
has, since the outset of its investigation into the mass media, advocated 
the granting of funds by foundations and the utilization of univer- 
sity facilities to determine the effect of the various media on behavior 
and the developing of criteria for programs of a positive nature. 

During 1955, several major studios began a program of producing 
movies that will be shown exclusively on television. Included are 
many “packaged shows”; i. e., a series of 14-hour films that run many 
weeks on television. Because of the already existing connection be- 
tween these major studios and the Production Code Administration 
the subcommittee recommended that they submit the films made for 
television to the code administration to go through the regular pro- 
cedure of obtaining a production code seal of approval, This would 
not have to interfere with the functioning of the National Association 
of Radio and Television Broadcasters and the television code as they 
are concerned with producers not connected with the production code. 
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The following is a summary of the recommendations made by the 
subcommittee with an indication of the action taken by the motion 
picture industry in the last year. 

(1) The consultation of professional people from the be- 
havioral sciences by the Production Code Administration and the 
Advertising Code Administration. 

As yet, no such procedure has been set up on a formal, regular 
basis. The subcommittee has been informed, however, that it will be 
given future consideration. 

(2) The board of directors of the Motion Picture Association 
inaugurate changes in the codes which are warranted in the light 
of the social changes which have taken place since they were 
written. An important function of the above organization would 
be to advertise the accomplishments of the codes to negate adverse 
criticism which arises as a result of public ignorance. 

As discussd above, this was one of the major recommendations of 
the subcommittee. In December of 1956, the Motion Picture Asso- 
ciation of America revised the Motion Picture Production Code and 
altered those sections of the code that previously had been forbidden 
and were not in keeping with the social changes that have transpired 
since it was written. Subjects such as narcotic addiction, kidnapin 
and other social problems can now be handled by producers provid 
they are done with restraint, discretion and all the other safeguards 
inherent in the code. 

(3) The movie industry should recognize the value of adhering 
to code policies and assume its proper place as an intelligent, ob- 
jective reporter of social problems to better prepare the viewing 
audience in understanding and coping with them. 

One of the chief complaints heard during the subcommittee hear- 
ings was the tremendous increase in brutality that has been injected 
into motion-picture content. While excessive brutality had been pre- 
viously outlawed in a subsection of the code, it has now been expanded 
and made a main section of the major provisions. Previous to this, 
however, the code staff began to strictly enforce the violence and 
brutality provisions which resulted in a considerable reduction of 
this type of film content. 

(4) The public should recognize the potential they have in 
shaping the policy of film makers, who are very sensitive to the 
demands of the motion-picture audience. 

The volume of mail received by the subcommittee from adults who 
are concerned over the influence of motion pictures on the youth of our 
Nation would indicate an awareness on the part of the public of their 
responsibility to use their influence in the area of film production. 

(5) The development of research projects in universities to 
study the effects of all phases of the mass media and the develop- 
ment of criteria which can be used to develop presentations that 
can contribute to the ability of this country’s future citizens to 
become productive and law abiding. 

Although the subcommittee is not aware of any concerted effort 
in this direction, it is to be hoped that the recent appropriations by 
the National Science Foundation for research in the area of mental 
health will result in projects of this type. 
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(6) The major studios who also produce movies for television 
should submit these films for the Production Code. seal of 
approval. 

While no action has been taken on this recommendation, it is on 
the agenda of the Motion Picture Association of America awaiting a 
formal decision. 

While these developments are gratifying to the subcommittee, there 
is still room for improvement. It is to be hoped that in forthcoming 
meetings of the board of directors of the Motion Picture Association 
of America consideration will be given to including representatives 
of independent picture producers and of exhibitors along with repre- 
sentatives of the major companies on the board of appeals. There 
should be power to invoke sanctions against those members of the 
Motion Picture Production Code who violate the provisions of the 
code. This would remove the present criticism that, as organized, the 
board passes judgment on its competitors, 

The violence and brutality in motion pictures which coincided with 
increased behavior of this type on the part of young people had to 
be counteracted with a strong insistence on the part of motion-picture 
porducers and code administrators to adhere to the principles of the 
Motion Picture Production Code which outlawed this type of film 
content. The motion-picture people have to a greater degree than 
previously assumed the responsibility of helping young children from 
opinions and attitudes that will help them meet the problems of 
living in our complex society to the best interests of both. 

The subcommittee believes that, in the main, the content of both 
motion pictures and motion picture advertising produced by members 
of the Production and Advertising Codes has greatly improved since 
the initial look at the industry’s product in 1955. This Speen 
was anticipated in the subcommittee report which stated, “* * that 
the industry, possessing most of the means, can cure the most serious 
ills of its own volition.” 


RECOMMENDATIONS OF THE PORNOGRAPHY REPORT 


Subcommittee report on Obscene and Pornographic Literature 
and Juvenile Delinquency, No. 2381 of the 84th Congress, 2d session 
made certain recommendations designed to substantially decrease 
the $500 million yearly traffic in this material. 

The subcommittee found that the home no longer fulfills the duty 
of sex instruction. The school has not yet taken it up. No other 
agency has assumed the obligation and consequently many children 
find out the facts of life under the most disgusting and degrading 
circumstances, 

The control of pornography rests with three distinct yet inter- 
connecting groups. They are: (1) The Federal Government; (2) 
States and local communities; and (3) the individual. Generally, 
none have shown sufficient awareness of this acute situation. 

Tn this respect until recently the Federal Government has been the 
chief offender. On the Federal level we can stop the importation of 
this salacious material by adequate legislation and increased enforce- 
ment. The Federal Government must also be concerned about the 
distribution of pornographic material through the mails and its 
transportation by private automobile in interstate commerce. 

Basically, however, it is the responsibility of the Federal Govern- 
ment to provide leadership in the overall effort to combat the distribu- 

tion of pornographic material. 
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On the State level, there is desperate need for improved State 
statutes. Several States are showing the way in this respect, and the 
signs are becoming more hopeful in many others. 

Local law enforcement and the public interest in this problem still 
tends to be spasmodic and insufficient. 


RECOMMENDATIONS 


1. That the Congress of the United States enact pertinent legisla- 
tion designed to curtail the production, distribution, sale and posses- 
sion of indecent, lewd, and obscene material in interstate commerce. 

(a) The subcommittee submitted certain bills to the United States 
Senate which have not yet been acted upon. These include: 

(1) To authorize the confiscation of any vehicle, equipment, 
stock, and so forth, used or to be used in connection with the 
production, distribution, sale, or possession of pornographic 
material in the District of Columbia. 

(2) To require that any obscene publication transported in 
interstate commerce shall contain the name and address of the 
publisher of each publication. 

(3) To provide more stringent penalties for violations of laws 
concerning pornography. 

(4) To authorize the Postmaster General to hold and detain 
mail for temporary periods in certain cases. 

(6) That the Congress enact a law amending the fugitive flight 
law to include narcotic violators and traffickers in pornography. 

(c) That Congress enact a law authorizing the prosecution of 
offenders in communities where the obscene and pornographic matter 
is delivered and where it actually inflicts injury upon the recipient, 
rather than the authorization for prosecution of offenders at the 
point of mailing the obscene and pornographic matter in Federal 
cases, 

(7) That Congress enact a law amending title 18, sections 1461, 
1462, 1463, 1464, 1465, United States Code, authorizing the confisca- 
tion of any vehicle, fixture, equipment, stock, or any other thing of 
value used or to be used in connection with production, distribution, 
sale, or possession of pornographic material. 

(e) That the law relating to indecent publications in the District 
of Columbia be amended to provide more stringent penalties and to 
strengthen the present Jaw pertaining to production, distribution, sale, 
or possession of indecent material. 

2. That the State laws and municipal ordinances be reexamined and 
reevaluated in their respective jurisdictions to assure modern, effec- 
tive, and stringent laws which will deter the production, distribution, 
sale, and/or possession of pornographic material. 

3. Numerous witnesses testified that under many jurisdictions there 
were no jail sentences and insufficient monetary fines meted out to 
well-known and large producers, distributors, sellers, or possessors of 
pornographic material, to the degree that the violators would have 
no fear of the law and operate openly and flauntingly. It is respect- 
fully recommended that the judicial branches of the Federal, State 
and local governments reevaluate the matter of punishment for said 
violations in the light of the facts and evidence adduced at the sub- 
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committee hearings and similar State legislative hearings on the 
subject. 

4, The subcommittee circulated to the chiefs of police and sheriffs 
throughout the country the names, addresses, and other pertinent 
data of known producers, distributors, sellers, or possessors of porno- 
graphic material. This procedure resulted in several very successful 
arrests and/or convictions of known pornographers. It is recom- 
mended that a National Advisory Crime Commission be established 
as a clearing house of pertinent information on violations of laws 
relating to pornography, narcotics, and so forth, so that, as soon as 
such a crime is committed, data on it will immediately become avail- 
able to every peace officer in Federal, State, and local jurisdictions. 

5. Numerous witnesses referred to the public apathy toward and 
lack of sufficient knowledge of the extent and impact that pornography 
has on the mind of the young. The subcommittee therefore recom- 
mends that religious, civic, and service groups provide the aggressive 
leadership needed in forming public opinion and inspiring the public 
in the fight against sexennrtiiy as they did in the fight against crime 
and horror comics and lurid magazines and books. Several witnesses 
testified as to the excellent community action in this respect. 

6. The fact that today’s teen-age population does not receive ade- 
quate sex education increases the deleterious effect of pornographic 
literature. Even otherwise nondelinquent children might and do gain 
the wrong impressions of sexual behavior and marriage because por- 
nography is the only source of information they have. The subcom- 
mittee has found that the provision of sex knowledge is almost totally 
lacking in our existing social institutions, that is, the home, the eee 
and the church. The subcommittee concurs with those authorities in 
the field who feel that sex education should be given in the school 
system taking into consideration the age and background of the 
young people concerned. This could be one of the prime deflectors 
in the path of a child whose attitude toward sexual conduct has been 
ane by pornography. 

Another aspect of sexual behavior among youth was brought to the 
attention of the subcommittee by the American Social Hygiene Asso- 
ciation. Their preliminary studies of venereal diseases indicate that 
over half of the venereal disease cases in the United States are among 
teen-agers. Representatives of the association have indicated that lack 
of sex knowledge is one of the major contributing factors to this 
situation. x 

RECOMMENDATIONS OF THE EDUCATION REPORT 

Among the critical points raised by those who contributed their 
thinking on education and juvenile delinquency, the following were 
recommended by the subcommittee in its interim report on that subject. 

1. Throughout the past 50 years the net earning power of teachers 
has undergone a sharp, steady decline. If teaching is to be a challeng- 
ing career and if, as a profession, it is to attract high-caliber persons, 
we must immediately take steps to increase teachers’ salaries so that 
(a) the good teachers now in the profession will not be drawn away 
to occupations which pay higher salaries, and (6) so that the profes- 
sion can compete successfully with other professions in attracting 
good, young teachers. 

2. Steps should be taken to bring more men into the teaching pro- 
fession. For, although equally good teachers, adult men and women 
a make distinctive contributions to the development of the growing 
child. 
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3. In many instances we need to provide teachers with various kinds 
of assistance which will relieve them of tasks which interfere with 
their pedagogical work. 

4. School systems generally will need to increase the number and 
kinds of nonteaching specialists who can aid the teacher, particularly 
with respect to visiting teachers, or social workers, psychiatrists, psy- 
chologists, and others. 

5. School systems may have to reevaluate their physical plant pro- 
grams to determine the effects of school size on teen-age behavior. It 
may be that our larger school systems are penny wise and pound-foolish 
when they build schools to accommodate several thousand children, 
and thereby destroy the values which may be inherent in smaller 
neighborhood schools closely integrated into the community with 
much more opportunity for personal contact between school and 
family. 

The subcommittee also believes that one of the major needs of our 
school system at the present time is the introduction of mental-health 
principles and services in larger measure. The full contribution of 
mental health to the development of more adequate educational sys- 
tems requires the preparation of teachers in this discipline. Trained 
psychologists would be of substantial assistance in helping teachers 
and the school social worker in the identification and treatment of 
children with psychological and social adjustment problems, Visiting 
teachers, trained in casework, are essential if the schbel is to reach out 
to the family. Asa pupil is usually better known to his teachers than 
to any other person with exception of his parents, it is logical that the 
school can engage in certain areas of guidance and counseling. Many 
cases can be referred to agencies in instances of problems that might 
otherwise never have come to light. There is also a great need for 
someone who is able to work with parent groups in promoting a better 
understanding of children and their problems since many of the dif- 
ficulties that children encounter in school are outgrowths of their 
home backgrounds. These needs can be much more effectively met by 
providing the schools with the necessary personnel and other resources 
not now available in adequate supply for lack of funds. While the 
schools today are among the primary forces that are responsible for 
the development of millions of youth who are not delinquent, it is in- 
excusable that we are not utilizing many of the tools that would 
strengthen our hands in applying proven techniques in helping to 
save so many now being lost to society. 

A comprehensive plan for the school system must be worked out in 
order to handle properly all problems of emotional maladjustments in 
children. Within this scope must be included all types of cases of 
truancy. Such a program will have to build and expand upon existing 
services. If they are not there they will have to be created. The 
members of the subcommittee have particularly in mind the child- 
guidance and mental-hygiene clinics which, though understaffed, have 
tried to help out in a situation which has been frequently overwhelm- 
ing for them. Beside lack of personnel, there has been the lack of a 
goal in their work. And even if the goal has been thought out, there 
still has not been any evaluation of the work of the child-guidance 
clinics and how it can be improved. 
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The subcommittee recommends that responsible authorities, includ- 
ing the Office of Education, Department of Health, Education, and 
Welfare. develop detailed plans for achieving the following goals; and 
such plans should embrace whatever Federal aid is necessary in work- 
ing toward their realization. They include— 

1. Providing an adequate number of well-trained, qualified 
teachers and providing that teachers receive training in mental 
health. 

2. Insuring that there are professionally qualified visiting 
teachers and school psychologists in adequate numbers. 

3. Making adequate provision for remedial teaching and special 
classes and services for deviating children. 

4. Making substantial provision for research and experimenta- 
tion programs, 

5. Making sure that vocational and educational guidance 
services as well as help with other programs are available to every 
child. 

It is recommended that legislation be enacted to provide for Federal 
grants to the States in order that they may carry on experimentation 
programs, using the schools as the central administrative agency at 
community level to develop: (1) Surveys identifying those factors 
affecting the transition of youth from complsory school attendance to 
self-support and civic participation; and (2) programs involving 
labor, industry, employment services, social and civic organizations, 
and other public and private groups. Such programs would be 
designed for the early detection and treatment of children in the 
schools who display problems of adjustment, including guidance work 
experience, provisions for exceptional children, slow learners, and 
emotionally disturbed children. 

It is recommended that research and experimentation be carried 
on to improve audiovisual aids; and to determine whether modern 
electronic facilities can be utilized to bring lectures and demonstrations 
of gifted teachers to larger audiences of students. In this area, the 
potentialities of educational television, in particular, should be care- 
fully investigated. 

In view of the urgent requirement that teachers have a good 
grounding in the social and psychological sciences so that they may 
better understand themselves and their students, it is important that 
our fundamental scientific knowledge of human social and psycho- 
logical behavior be deepened. To this end, it is recommended that 
appropriate agencies, including such Federal agencies as the Depart- 
ment of Health, Education, and Welfare, and the National Science 
Foundation, broaden their programs of support of basic research 
in the social and psychological areas. In this regard, the subcommittee 
recommends that the National Science Foundation extend its activities 
into the social sciences, It is true that, so far, the National Science 
Foundation has restricted itself almost. exclusively to matters in the 
physical sciences, but the pressing need for research in the area of 
nonphysical sciences, as indicated in the studies of this subcommittee, 
suggests a change in policies. 


RECOMMENDATIONS OF THE ALASKA REPORT 


From the facts related to the subcommittee, the conclusion is ines- 
capable that there is a notable increase in juvenile delinquency in 
Alaska in the past 5 years and a serious lack of necessary facilities 
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for the prevention of delinquency and the care, treatment, and re- 
habilitation of juvenile delinquents in the Territory. The subcom- 
mittee recommended in its report on juvenile delinquency in the Terri- 
me of Alaska : 

That the United States Interior Department of the Federal 
Gov ernment confer with the Territorial government of Alaska regard- 
ing a matching-fund program with the Territorial gover nment of 
Alaska to construct detention home-correctional institution facilities 
in Alaska so that juvenile delinquents committed under law would 
not be required to leave the Territory and be confined in institutions 
in the United States mainland. 

That a new mental health bill be enacted by the Congress of the 
United States to correct the defects in the existing laws. 

3. That the Children’s Bureau increase the allocation of funds to 
aid ‘the Alaska Welfare Department’s child welfare service program 
to meet the needs in the Alaskan Territory. 

4. That a program for increasing the facilities for youth in every 
category be studied jointly by the United States Government and the 
Territorial government of Alaska for a workable solution. It is 
apparent that the limited resources of the Alaskan people to pay for 
these services and facilities requires a measure of Federal support 
oa) Federal legislation and ate iation. 

. That the Alaskan Native Service of the Indian Affairs Bureau 
ws given a larger appropriation to meet the needs of the native popu- 
lation of Alaska which have no health, welfare, and law and order 
services whatsoever in certain small villages. 

6. That the cooperation between Federal, Territorial, and local 
agencies and church-service groups begun before and during the sub- 
committee’s inquiry in Alaska in preparation for the hearings be 
continued as a means of an all-inclusive and more informed program 
in combating juvenile delinquency. 


RECOMMENDATIONS OF THE RELIGION REPORT 


What churches should do and what they can do to contribute to the 
control of juvenile delinquency are questions to be answered in the 
final analysis by church people themselves. The subcommittee’s hear- 
ings on the efforts of the various faiths to combat delinquency elicited 
much valuable knowledge and resulted in an interchange of ideas. 
These statements and suggestions were crytallized by the subcommittee 
to provide information and guidance to the many church groups and 
organizations requesting help on their delinquency projects. ‘The 
areas of discussion had nothing to do with the admitted and customary 
functions of the churches for the great majority of so-called normal, 
or nonexceptional, children. 

The subcommittee agrees with the many churchmen who appeared 
during our hearings and who have written to us that the church should 
join w rith the social- -Sservice organizations, legal associations, and police 
and parole organizations to attack the problem of juvenile delinquency 
on a united basis. 

In view of this, the subcommittee offers the following suggestions, 
fully realizing the different potentialities of various ¢ churches in terms 
of financial reserves and personnel available. These suggestions 
should be viewed with this in mind. It should also be pointed out that 
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some churches do engage in one or more of the following activities. 
However, many churchmen have indicated a desire to widen the scope 
of their activities in regard to the prevention and control of delin- 
quency. It is with this in mind that the following suggestions are 
made: 

1. If it is to realize the potential it has in the area of delinquency 
prevention, weekday, church and Sunday school activities should be 
planned and conducted on a larger scale than at present to bring the 
church into greater contact with the delinquent or potential delinquent. 

2. In addition to those already made available, several valuable 
services could readily be established by churches of the Nation which 
would have a bearing on juvenile delinquency. First, parent educa- 
tional discussion groups could be formed which could bring about a 
better understanding of parent-child problems. Second, remedial 
instruction established in a church could assist juveniles to acquire 
basic educational skills in not only such spheres as reading, but in many 
other areas where children are retarded. Referral information can 
be kept by every church to better answer parents’ questions. Such 
information as names and addresses of local clinics, doctors, or psychi- 
atrists, lists of publications or other literature on delinquency can be 
very helpful to the inquiring parent or juvenile. 

3. The church can and does play an important role in child guid- 
ance by extensive activity in the field of counseling. Groups can be set 
within each church staffed by competent counselors to guide youngsters 
and answer such questions as those dealing with the nature of God, 
the meaning of the church, moral implications of military service, 
choice of a vocation, personal morality and relationships with other 
people, and sex and preparation for marriage. 

4, The church can many times be the best instrument for supporting 
such legislation as that dealing with family and juvenile courts for 
every municipality, improvement in the quality of schools and in the 

uality and compensation of teachers, abolishment of slums, preven- 

tion of delinquency by allowing hardened adult prisoners to mix 
with youthful offenders in our jails, curtailment of irresponsible 
publicity by such mass media as television, radio, comic books, and 
journalism. 

5. The membership of the church or Sunday school should be more 
active in the role of sponsoring juveniles detained in institutions. 
Such activity would lend impetus to the rehabilitation process related 
to juvenile delinquents. 

6. As the pastors throughout the country are continually sought 
out by their parishioners for advice and counsel that frequently has 
a bearing on the activities of young people, they are increasingly 
equipping themselves as adequately as possible with the knowledge 
that will enable them to aid people with problems. The utilization of 
the many fine counseling courses in our universities and subscription 
to periodicals with up-to-date pastoral counseling information can be 
great aids in this area. Adequate marital counseling could greatly 
reduce the incidences of delinquency due to parents who are ill- 
equipped educationally to be good mothers and fathers. 

7. The many and varied fing sectarian institutions who do not now 
do so should explore the possibilities of utilizing the services of the 
social sciences in handling their charges. The fields of psychological 
testing and diagnoses, psychiatry, criminology, and sociology have 
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developed and refined many techniques for the diagnosis and treat- 
ment of emotionally disturbed children which could greatly increase 
the efficiency of these institutions. 

8. Churches can be instrumental] in sponsoring boys clubs. Such 
clubs can provide recreational activities in areas where such facilities 
are lacking. The staff for these clubs should be salaried and include 
some of the best leaders, moral wise, in the community. 

Cooperation with probation and parole facilities 

Reeducating a juvenile to behave in socially approved ways can be 
facilitated by probation and parole activity clothed in religion. 
Juveniles on conditional release doae to a group who are aggravated 
by inadequate procedures and deficient supervision. Recidivism 
rates indicate that there is not enough coordination between detention 
services, paroling authorities and religious institutions. Representa- 
tives of the church should be regular members of the probation or 
parole staff so that participation in the study of the individual of- 
fender can be exercised. And members of the religious bodies should 
be even more concerned with the juvenile once he is paroled or put 
on probation. : ; 

The church can have a program set up to assist boys and girls 
just released from correctional institutions to secure part- and full- 
time employment. This can be accomplished by forming a committee 
consisting of members from the church and Sunday school who would 
meet with the boy or girl in advance of their release and plan for his 
or her return to society and enlist the church of the releasee’s faith, 
if any, in assuring a spiritual ministry. 

Cooperation with local police facilities 

The church, in cooperation with local police authorities, can be of 
immense assistance not only in the prevention of juvenile delinquency 
but also in assisting with the rehabilitation of delinquents. The 
church can bring church or Sunday school to the detention home. 

And finally, as has been pointed out repeatedly by the subcommittee, 
the fragmentary nature of the typical community approach to the 
youth problem is one reason for the meager success that too often 
follows such efforts. The fact that religion is a fundamental force in 
all of life, is indisputable. Therefore, close cooperation of the church 
und other agencies of the community in expanding and coordinating 
programs to meet the needs of young people should greatly increase 
the efficiency of such programs. 
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APPENDIX 1 
SENATE ResotutTion 89, E1gutry-ruirp ConGReEss, Ist SESSION 
RESOLUTION 


Resolved, That the Committee on the Judiciary, or any duly au- 
thorized subcommittee thereof, is authorized and directed to conduct 
a full and complete study of juvenile delinquency in the United States. 
i the conduct of such investigation special attention shall be given to 

1) determining the extent and character of juvenile delinquency in 
dis United States and its causes and contributing factors, (2) the 
adequacy of existing provisions of law, inc luding | chapters 403 and 
403 of title 18 of the United States Code, in dealing with youthful 
offenders of Federal laws, (3) sentences imposed on, or other correc- 
tional action taken with respect to, youthful offenders by Federal 
courts, and (4) ) the extent to which juveniles are violating Federal 
laws relating to the sale or use of narcotics. 

Src. 2. The committee, or any duly authorized subcommittee thereof, 
is authorized to sit and act at such places and times during the sessions, 
recesses, and adjourned periods of the Senate, to hold such hearings, 
to require by subpenas or otherwise the attendance of such witnesses 
and the produe tion of such books, papers, and documents, to administer 
such oaths, to take such testimony, to procure such printing and 
Linding, and, within the amount appropriated therefor, to make such 
expenditures as it deems advisable. The cost of stenographic services 
to report hearings of the committee or subcommittee “shall not. be in 
excess of 40 cents per hundred words. Subpenas shall be issued by the 
chairman of the committee or the subcommittee, and may be served 
by any person designated by such chairman. 

A majority of the members of the committee, or duly authorized 
subcommittee thereof, shall constitute a quorum for the transaction 
of business, except that a lesser number to be fixed by the committee, 
or by such subcommittee, shall constitute a quorum for the purpose of 
administering oaths and taking sworn testimony. 

Src. 3. The committee shall report its findings, together with its 
recommendations for such legislation as it deems advisable, to the 
Senate at the earliest date practicable but not later than January 31, 
1954. 

Sec. 4. For the parpases of this resolution, the committee, or any 
duly authorized subcommittee thereof, is authorized to employ upon 
a tempor ary basis such technical, clerical, and other assistants as it 
deems advisable. The expenses of the committee under this resolution, 
which shall not exceed $44,000, shall be paid from the contingent fund 
of the Senate upon vouchers approved by the chairman of the com- 
mittee. 
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APPENDIX 2 
Senate Reso.ution 190, 83p Coneress, 2p SEssION 
RESOLUTION 


Resolved, That section 3 of S. Res. 89, Eighty-third Congress, 
agreed to June 1, 1953 (authorizing the Committee on the Judiciary 
to make a study of juvenile delinquency in the United States), is 
amended to read as follows: 

“Sec. 3. The committee shall make a preliminary report of its find- 
ings, together with its recommendations for such legislation as it 
deems advisable, to the Senate not later than February 28, 1954, and 
shall make a final report of such findings and recommendations to the 
Senate at the earliest date practicable but not later than January 31, 
1955.” 

Sec. 2. The limitation of expenditures under such S. Res. 89 is 
increased by $175,000, and such sum together with any unexpended 
balance of the sum previously authorized to be expended under such 
resolution shall be paid from the contingent fund of the Senate upon 
vouchers approved by the chairman of the committee. 


Senate Report No. 857, 83p Conaress, 2p SESSION 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. Res. 190) amending the resolution providing for an investiga- 
tion of juvenile delinquency in the United States, and increasing the 
limit of expenditures, having considered the same, reports favorably 
thereon, without amendment, and recommends that the resolution be 


agreed to. 
STATEMENT 


Investigation during the past 5 months by the subcommittee to 
investigate juvenile delinquency in the United States has disclosed 
the need for extending the investigation. Hearings, with the aid and 
advice of local community leaders in Denver, Colo., and Washington, 
D. C., have resulted in the compilation of information which bears 
this out. 

Evidence received so far establishes that juvenile delinquency is a 
roblem of sharply increasing severity and that annually since 1948 
90th its volume and rate have mounted. Nationwide, juvenile 

delinquency as measured by offenders in juvenile courts, increased 
almost 30 percent between 1948 and 1952. Larger rises are occurring 
in many States and communities. 

During 1952 alone 37 percent of all persons arrested for robberies 
were under 21 years of age. This age group accounted for 47 percent 
of all arrests made for larceny, 68 percent of those arrested for auto 
theft, and 35 percent of all arrests for rape. 

Public interest in the curbing of juvenile delinquency has mounted 
steadily since this investigation was begun. A reduction of juvenile 
delinquency would reduce our future criminal population, as facts will 
show that one-half of our hardened criminals began their lawless 
careers as juvenile offenders. 

By 1960 it is estimated that 55 million Americans will be under 18 
years of age, and it is this challenge to come up with something worth- 
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while in the solution of juvenile delinquency that brings forth this 
request that the authority be extended to January 31, 1955, and that 
an additional $175,000 be made available for the purposes of carrying 
out this program. 


AppEenpDix 3 
Senate Resovution 62, 84rH Concress, lst Session 


RESOLUTION 


Resolved, That in holding hearings, reporting such hearings, and 
making investigations as authorized by section 134 of the Legislative 
Reorganization Act of 1946, and in accordance with its jurisdictions 
specified by rule XXV of the Standing Rules of the Senate insofar 
as they relate to the authority of the Committee on the Judiciary to 
conduct a full and complete study of juvenile delinquency in the 
United States, including (a) the extent and character of juvenile 
delinquency in the United States and its causes and contributing fac- 
tors, (b) the adequacy of existing provisions of law, including chap- 
ters 402 and 403 of title 18 of the United States Code, in dealing with 
youthful offenders of Federal laws, (c) sentences imposed on, or other 
correctional action taken with respect to, youthful offenders by Fed- 
eral courts, and (d) the extent to which juveniles are violating Federal 
laws relating to the sale or use of narcotics, the Committee on the 
Judiciary, or any subcommittee thereof, is authorized from March 1, 
1955, through July 31, 1955, (1) to make such expenditures as it 
deems advisable including no more than $2,000 for obligations out- 
standing and incurred pursuant to S. Res. 49, agreed to February 4, 
1955; (2) to employ on a temporary basis such technical, clerical, 
and other assistants and consultants as it deems advisable; and (3) 
with the consent of the heads of the department or agency concerned, 
to utilize the reimbursable services, information, facilities, and per- 
sonnel of any of the departments or agencies of the Government. 

Sec. 2. The expenses of the committee under this resolution, which 
shall not exceed $125,000, shall be paid from the contingent fund of 
the Senate by vouchers approved by the chairman of the committee. 

Sec. 3. This resolution shall be effective as of March 1, 1955. 





ApprenpDIx 4 
SENATE Resotution 125, 84rH Coneress, 1st Sesston 
RESOLUTION 


Resolved, That (a) the first section of S. Res. 62, Eighty-fourth 
Congress, first session, agreed to on March 18, 1955 (authorizing a 
study of juvenile delinquency in the United States) is amended by 
ne out “July 31, 1955” and inserting in lieu thereof “January 31, 

956”. 

(b) Section 2 of such resolution is further amended by striking out 

“$125,000” and inserting in lieu thereof “$154,000”. 
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APPENDIX 5 
SENATE Resoiution 173, 84rH Coneress 2p Session 
RESOLUTION 


Resolved, That the Committee on the Judiciary, or any duly au- 
thorized subcommittee thereof, is authorized under sections 134 (a) 
and 136 of the Legislative Reorganization Act of 1946, as amended, 
and in accordance with its jurisdiction specified by rule X XV of the 
Standing Rules of the Senate insofar as they relate to the authority 
of the Committee on the Judiciary to conduct a full and complete 
study of juvenile delinquency in the United States, including (a) the 
extent and character of juvenile delinquency in the United States 
and its causes and contributing factors; (b) the adequacy of existing 
provisions of law, including chapters 402 and 403 of title 18 of the 
United States Code, in dealing with youthful offenders of Federal 
laws; (c) sentences imposed on, or other correctional action taken 
with respect to, youthful offenders by Federal courts, and (d) the 
extent to which juveniles are violating Federal laws relating to the 
sale or use of narcotics. 

Sec. 2. For the purposes of this resolution, the committee from 
March 1, 1956, to January 31, 1957, inclusive, is authorized to (1) make 
such expenditures as it deems advisable ; (2) to employ upon a tempo- 
rary basis, technical, clerical, and other assistants and consultants; 
and (3) with the prior consent of the heads of the departments or 
agencies concerned, and the Committee on Rules and Administration, 
to utilize the reimbursable services, information, facilities and per- 
sonnel of any of the departments or agencies of the Government. 

Src. 3. The committee shall report its findings, together with its 
recommendations for legislation as it deems advisable, to the Senate 
at the earliest practicable date, but not later than January 31, 1957 

Sec. 4. Expenses of the committee, under this resolution, which 
shall not exceed $55,000, shall be paid from the contingent fund of 
the Senate upon “vouchers approved by the chairman of the com- 
mittee. 


AprENDIx 6 
Senate REsoutvution 303, 847TH Congress 2p Session 


RESOLUTION 


Resolved, That Senate Resolution Numbered 173, agreed to on 
March 20, 1956, be amended by striking out in section 4, lines 21 
and 22, “Expenses of the committee, under this resolution, which 
shall not exceed $55,000” and inserting in lieu thereof the following: 
“Expenses of the committee, under this resolution which shall not 
exceed $80,000”. 


APPENDIX 7 


LEGISLATION OF THE SuscomMITTEE To INVESTIGATE JUVENILE 
DELINQUENCY 


A bill to provide for assistanee to and cooperation with States in 
strengthening and improving State and local programs for the con- 
trol of juvenile delinquency. 
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A bill to permit any taxpayer who provides a home for any foster 
child placed in his home by a licensed agency to treat such child 
as a dependent for Federal income-tax purposes. 

A bill relating to the handling of juvenile delinquents. 

A bill to prohibit juveniles, unaccompanied by a parent or guardian, 
from going outside of the United States to the Republic of Mexico 
without a permit issued by the Attorney General for such purposes. 

A bill to authorize aftercare payments by the Youth Division of the 
United States Board of Parole. 

A bill to assist the States to return runaway children to their own com- 
munities in another State. 

A bill to provide for the enforcement of support orders in certain 
State and Federal courts, and to make it a crime to move or travel 
in interstate and foreign commerce to avoid compliance with such 
orders. 

A bill to amend the act entitled “An act to create a juvenile court in 
and for the District of Columbia” so as to provide for the appoint- 
ment of a referee. 

A bill to amend section 7 of the Juvenile Court Act of the District 
of Columbia. (Department of Social Work under supervision of 
court. ) 

A bill to amend the law relating to indecent publications in the Dis- 
trict of Columbia. 

A bill to amend certain provisions of the laws relating to the funetion- 
ing of the Juvenile Court of the District of Columbi: so as to 
permit the waiver of the jurisdiction of the court in cer’ain addi- 
tional cases. 

A bill to make uniform the law of reciprocal enforcement of support 
in the District of Columbia. 

A bill to require that any publication transported in interstate com- 
merce shall contain the name and address of the publisher of such 
publication. 

A bill to make unlawful certain commercial dealing in minor children. 

A bill to provide for the establishment, within the national parks of 
the United States, of a series of Federal forestry camps for the 
training, education, rehabilitation, security, and correction of male 
juvenile delinquents. 

A bill to provide more stringent penalties for violations of laws con- 
concerning pornography and related matters. 

A bill to authorize the Postmaster General to hold and detain mail for 
temporary periods in certain cases. 

A bill to give the consent of the Congress to interstate compacts or 
agreements dealing with the cooperative supervision of juvenile 
probationers and parolees, the return of runaway juveniles, the 
return of juvenile delinquent escapees, and for other purposes. 

A bill to amend section 2314, United States Code, title 18, with respect 
to the transportation in interstate commerce of articles obtained by 
false or fraudulent pretenses, representations, or promises, or 
through any scheme or artifice to defraud. 

A bill to amend title 18, United States Code, to make unlawful certain 
practices in connection with the placing of minor children for per- 
manent free care or for adoption. 

A bill to create an Advisory Committee on Drug Addiction in the 
Department.of Health, Education, and Welfare. 
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A bill to establish a hospital of the Public Health Service in one of 
the Pacific Coast States especially equipped for the treatment of 
persons addicted to the use of habit- forming drugs. 

A bill to authorize the care and treatment at facilities of the Public 
Health Service of narcotic addicts committed by State courts, and 
for other purposes. 

A bill to amend the act establishing the United States Employment 
Service in order to provide assistance to individuals 18 years of age 
and less in finding part-time, full-time, and summer employment as 
a part of school- work programs. 

A bill to provide Federal funds to States to carry on school-community 
experimental programs to prevent juvenile delinquency. 
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REPORT 
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SUBCOMMITTEE TO INVESTIGATE THE ADMINISTRA- 
TION OF THE INTERNAL SECURITY ACT AND OTHER 
INTERNAL SECURITY LAWS 


ANNUAL REPORT FOR THE YEAR 1956 
Secrion I 
SUMMARY OF ACTIVITIES 
HIGHLIGHTS OF 1956 


During the legislative session of 1956 the Senate Internal Security 
Subcommittee set out to learn the underlying facts of Soviet pene- 
tration of the United States. It did this to fulfill its function of 
informing the Congress of facts and circumstances in its field that 
should support intelligent legislation. Laws now in existence are 
becoming outmoded. The shifting disguises of Communist penetra- 
tion are becoming more deceptive and require that legislation now 
enacted be teedmfined and be adjusted to changing maneuvers. Some 
laws now on the books may no longer apply. Others should be 
strengthened. Therefore a public record of the existing situation 
must be hewn. 

In the area of facts and conditions to be scrutinized, it must be 
borne in mind that congressional committees, by their very nature, 
should not be confined to analyzing activities that are now criminal 
or proscribed by law. Determination of whether laws have been vio- 
lated is principally a function of the prosecuting agencies beginning 
with the Attorney General and the United States attorneys through- 
out the land. It is for the legislative committees to analyze all forces 
and factors that are injuring or undermining the well-being of the 
Nation, and if necessary to make illegal, or criminal, acts which may 
now be within the law. In this respect congressional committees must 
operate in an area where acts may be harmful but not yet criminal. 
Therefore, they must stay well ahead of the executive agencies and the 
prosecuting agencies in their endeavors. 

In order to know the nature of the Soviet penetration of this coun- 
try, it is necessary to know something of the strength of Soviet power 
throughout the world. The Communist movement here is a threat 
principally because it is an extension of Soviet strength within our 
borders. If it were an indigenous menace it would have an entirely 
different nature. A Communist or a Soviet agent becomes formidable 
because he represents Soviet power and has behind him the full force 
and resources of that mighty empire. The fluctuations then of the 
international machinery must be known to understand fully the 
individual’s capacity. 

During 1956 there were two broad tendencies in Soviet development 
throughout the world. Soviet power was considerably extended par- 
ticularly in the Middle East. The elections in France, Greece, Iceland, 
Indonesia, and Ceylon reflected considerable accretions in Communist 
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strength. Soviet China continued to consolidate its grip on the Asiatic 
Continent and continued with its aggressive acts. 

At the same time the humanity of the objects of Soviet domination 
began to assert itself and in Hungary it burst forth with a mighty con- 
vulsion that caused ripples of unrest all the way back to the very heart 
of the Empire. The qoiet Union sent its legions to crush the popular 
uprising there and as the year ended, this aggression, savage as it 
was, prevailed without intervention from the West. The United Na- 
tions ordered that an observation team be sent to Hungary to report 
on the Soviet aggression but it was almost immediately dissolved when 
the Hungarian puppet government proclaimed its opposition to any 
fact-finding by the United Nations. The whole episode, dramatic and 
shattering as it was, reflected a gaping vulnerability of the Soviet 
Empire, but as the year ended it could not be determined whether this 
weakness would be exploited or would proceed, under the impetus 
of its own reactions, on to further acts of disintegration of Commu- 
nist dominion, or whether the Soviet overlords would be able to 
consolidate their conquest and hold it forth as as example and a deter- 
rent to other satellites where rebellion might be brewing. 

Within the United States, agencies charged with the responsibility 
of thwarting Soviet penetration received a series of judicial setbacks, 
The Supreme Court of the United States rendered a decision that 
voided the dismissal by the executive branch of the Government of 
almost three hundred persons adjudged to be security risks.’ 

Another decision of that tribunal invalidated the prosecution on 
the part of the individual States of some important Communist agents 
and seriously challenged the efforts of the States to protect themselves 
against Soviet penetration. The court, in one other case, held that a 
municipality may not discharge, summarily, under an existing statute, 
its employees in positions of trust, who claim their privilege against 
self-incrimination in a public inquiry.” 

Against this backdrop, the Soviet apparatus here continued to 
function without diminution of effort. This effort had two general 
purposes: (1) To undermine the Nation’s strength and particularly 
to beat down the barriers already erected, both legal and in public 
outlook, against Communist penetration; and (2) to assist in Soviet 
expansion abroad. 


Birp’s-Eyz View or Sovirer Activiry in THe UNnItTep STATES 


Soviet activity in the United States during the year took on three 
general forms. It manifested itself in the activities, some legal and 
some illegal, of the Soviet diplomatic, United Nations, and other mis- 
sions to this country; in the covert and in some few instances open 
activity of the American Communist Party which has been adjudi- 
cated to be an arm of the Soviet international organization and in 
the activities of a band of agents who are not formally Communists 
but whose loyalties and allegiance belongs to the Soviet Union. With 


1It is not known how many of these have retired or chosen not to claim their rein- 
statement rights. 

2As a result of this decision, Dr. Harry Slochower, professor at Brooklyn College, was 
awarded more than $40,000 in back pay, interest, and costs by the New York Supreme 
Court and ordered reinstated. Slochower had earlier invoked his privilege under the 
fifth amendment rather than deny or affirm the Internal Security Subcommittee’s evidence 
of his Communist Party membership when he was called in 1952, and had been dismissed 
by New York City because of that performance. 
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respect to the third group, since the strands of evidence establishing 
allegiance to a foreign power are often so tenuous and the evidence 
that reveals a man as an agent 1 or 2 years ago may only raise a pre- 
sumption of a continuance of this relationship, this area can only be 
broadly outlined. 

With respect to the activities of the Soviet personnel in the country, 
the subcommittee perceived that these individuals, emboldened by 
their successes that included the kidnaping of important scientific 
and political personalities abroad, moved aggressively among escapees 
and refugees and coerced repatriations and in some instances essayed 
virtual kidnapings that were calculated to further the purposes of 
Soviet psychological warfare. The refugees who were the objects of 
this repatriation campaign and of this coercive activity included not 
only persons from the Soviet Union but others from its satellite nations 
as well and, in one case, an American citizen. 

With respect to the second group, no witness came forth from the 
ranks of the Communists to tell the subcommittee of the actual strength 
of that organization, The subcommittee learned of few, if any, impor- 
tant defections from the Party * and an examination of the old Com- 
munist redoubts and reservoirs of power indicated that, despite self- 
effacing professions, there was no noticeable impairment of their 
power. Particularly after the Hungarian uprising, the prestige of 
the Communist parties in the United States and of the world in gen- 
eral fell off badly. It was a dip in prestige that was comparable to 
the decline that set in after the signing of the Nazi-Stalin pact in 1939 
and which gave way to the rise that commenced again in 1941. The 
current fall in prestige has been accompanied by numerous declara- 
tions on the part of the Communists themselves that professed weak- 
ness. It cannot be ascertained (because there is no evidence available 
to us, apart from their own statements which have always been self- 
serving) whether there are defections or whether the Communists are 
simply preparing a new form of organization that is calculated to 
avoid further prosecution or make further exposures more difficult. 
Strategic labor unions astride the vitals of our national defense re- 
main firmly in the clutches of unregenerate Communists. Communist 
lawyers practice their professions without molestation despite their 
service to the Communist cause. The infiltration of our press that 
was so successful a few years ago continues, but to a degree that we 
have not determined. Communist propagandists issue forth their 
handiwork in substantial quantities or provide a conduit for importa- 
tions from the Soviet Union, Red China, or the satellite countries. 

The third aspect of Soviet activity so difficult to establish can only 
be ascertained from the establishment of the Soviet agent relationship 
in the past and from the indulgence in the presumption that it con- 
tinues to exist. In its evidence, the subcommittee was again handi- 
capped by the psychological phenomenon that it generally takes 3 
or more years for a Communist agent or Party member to disentangle 
himself emotionally from his past sufficiently to testify against the 
conspiracy. So our direct evidence is at best that old at its point of 
origin. Only the circumstantial evidence of the prevalence of the 
same old Communist associations, with the same general political out- 


3 On the other hand, United States citizen Prof. O. 8. Makar, and his wife, according to 
reports, defected to the U. S. 8. R. Makar had had access to classified material up to 
“secret” at the White Sands Proving Grounds, 
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look and the concerted defiance of the authority of Congress admits 
of the drawing of any conclusions as to present allegiance.* 

The subcommittee has held extensive hearings® over a period of 
years regarding the volume of Communist propaganda transmitted 
into this country from the Soviet Union and satellite nations. Ac- 
cording to expert testimony of officials from the United States Cus- 
toms Bureau of the Treasury Department, it has been determined that 
a considerable quantity of this propaganda has been received by con- 
sulates and embassies within the United States and representatives of 
the Soviet Government and which in turn was transshipped and re- 
distributed to other recipients throughout our Nation. It has been 
currently ascertained from officials of the United States Customs 
Bureau of the Treasury Department that this situation still persists. 


STATISTICAL SUMMARY 


During 1956, the subcommittee held 88 open hearings, wherein more 
than 200 witnesses testified. Approximately one-third of these wit- 
nesses invoked the fifth amendment, on the ground of possible self- 
incrimination, rather than give responsive answers to questions regard- 
ing Communist activities,® 

uring the year, the subcommittee encountered what appeared to 
be a concerted effort on the part of certain witnesses to challenge its 
authority to ask them questions concerning their knowledge of Com- 
munist Party activities. 

The subcommittee recognizes the second proviso of the fifth amend- 
ment of the Constitution, as a proper ground for refusal to answer, if 
the witness fears possible self-incrimination. But a direct challenge 
to the subcommittee’s authority could not be ignored. Witnesses who 
used this tactic of challenging the right of the subcommittee to ques- 
tion them, but who did not avail themselves of the fifth amendment, 
had therefore to be cited for contempt and the record turned over to 
the Justice Department for prosecution. 

Six witnesses declined to use the constitutional privilege but, in- 
stead, challenged the jurisdiction of the subcommittee. Five of the 
6, and 1 witness who testified in 1955, have been indicted by a Federal 
grand jury for contempt of the Senate because of this course.” ° 

*For instance, Joe North was described in testimony before the subcommittee in 1955 
as having been earlier a “lookout” for Soviet intelligence. When he was subpenaed in 
1956, all we could ascertain from his appearance was that he is now associated with the 
Daily Worker. To all questions, he claimed constitutional immunity rather than answer. 

5 Hearings before Subcommittee on Internal Security: Study of Character and Extent 
of Foreign Propaganda Coming Into the United States, October 6, 1955, Chicago, IIL; 
and September 21, 1955, New Orleans, La. 


* List of witnesses showing printed volume in which testimony appears will be found 
in appendix E. 


1 The following individuals who testified before the Internal Security Subcommittee were cited for con- 
tempt of Congress by the United States Senate during the 2d session of the 84th Congress: 


Witness Resolution Adopted Indicted 
Mrs, Pauline Feuer............--- . Res. 2! May 10,1956 
Mary Knowles. __.-_.-.- ous Res. Apr. 30,1956 | Nov. 26, 1956 
Herman Liveright_____ . Res. Do. 


Harvey M. Matusow-__- _.| Mar, 29,1956 





Seymour Peck-_-_----..- Res. | May 10,1956 Do. 
Sa tae Res, ee Rt: ot Do 
SNES NO occ eed ceeb nc Seema csncece Res, 253. ......-. PGs Lil’. | Do 
i e coneenanel a Re eae do 2 Do 





With the exception of Mary Knowles and Harvey Matusow who appeared before the subcommittee 
during 1955, all of the above witnesses testified before the subcommittee in 1956. A detailed discussion of 
the above contempt cases will be found in appendix G. 

8 After this report was concluded, Mary Knowles, Herman Liveright, and Robert Shelton 
were found guilty. 
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In addition to the public hearings the committee had held 72 
executive hearings with 145 witnesses, many of whom appeared later in 
public hearings. In the process of “weeding-out” prospective wit- 
nesses, and as part of the subcommittee’s investigating activity, staff 
interviews were held during the year with more than 500 persons. 

This year, the subcommittee has printed and distributed 36 vol- 
umes of testimony, with an average printing of 6,000 copies of each vol- 
ume. It also has printed two interim reports: Recording of Jury Delib- 
erations and The Episode of the Russian Seamen, a brochure, The Com- 
munist Party : What It Is, How It Works, A Handbook for Americans, 
and a document called Soviet Treaties and Violations.® 

It also has reprinted earlier reports on the Institute of Public Rela- 
tions, Activities of United States Citizens Employed by the United 
Nations, Interlocking Subversion in Government Departments, The 
Korean War and Related Matters, and the 1954 Report of the Sub- 
committee. Reprints also were made of 3 volumes of the United 
Nations hearings, 2 of Communist Propaganda and 1 of Communism 
in Labor Unions, together with a Senate document called Documentary 
Proof, which contained excerpts from official Soviet literature. In 
all, 111,000 copies of the reprints were received, most of which went 
to meet long-pending requests. 


Hanpsoox For AMERICANS 


In pursuance of its duty to study subversive activities affecting the 
United States, the Internal Security Subcommittee has acquired, prin- 
cipally from knowledgeable witnesses, under oath, a mass of infor- 
mation about the Communist Party, USA. 

This information, gathered from its own hearings and other records, 
including the hearings of other congressional committees, was com- 
_ and correlated and published by the subcommittee in late Decem- 

er 1955, as a 100-page monograph entitled “The Communist Party 
of the United States of America—What It Is, How It Works—A 
Handbook for Americans.” 

The original printing of this handbook, 6,000 copies, was almost 
immediately exhausted. 

Requests for the document continued to arrive by telephone, by 
telegraph, by mailbags full of postal cards and letters. The Mem- 
bers of Congress, security agencies and officers, patriotic societies, 
schools, churches, and other organizations rapidly swelled the list 
into many thousands. 

On January 5, Chairman Eastland, by concurrent resolution, asked 
Congress to authorize a supplemental printing of 50,000 copies, as a 
Senate document. Before the Senate could act, other thousands of 
copies had been requested of the subcommitte and the Joint Commit- 
tee on Printing raised the authorization to 75,000. 

The Senate approved promptly but, before the House acted, in late 
April, the list of additional requests had again mounted by tens of 
thousands and Congress, acting on a new resolution submitted Ly the 
chairman, authorized a third printing, again of 75,000 copies. 

The Government Printing Office printed a supply for its own ac- 
count and as of December 1 had sold 22,829 copies. 


® Complete list of subcommittee publieations during 84th Congress will be found in 
appendix E. 
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In the meantime, specifically on May 3, or almost immediately after 
the House approved the first reprint resolution, a court order to pre- 
vent further printing of the document was issued by a visiting Federal 
Judge, Robert N. Wilkin, of Ohio. 

This action was taken on the basis of a plea instituted in the name 
of the Methodist Federation for Social Action, for an injunction 
against the Public Printer to forbid further printing and against 
the Government Superintendent of Documents to halt distribution 
of the handbook. The federation, which has no connection with the 
Methodist Church, had complained that the handbook, by citing the 
federation as an example of a Communist religious front, had injured 
its members. 

The Joint Committee on Printing, which supervises all congres- 
sional printing, promptly contested the right of the courts to interfere 
with congressional activities and, through its chairman, Senator Car] 
Hayden, instructed the Public Printer and the Superintendent of 
Documents to disregard the court order. 

Senator Hayden pointed out, in a statement, that— 


If a court can enjoin Congress from issuing a report it 
will only be a matter of time before our remarks on the floor 
of the Senate or the House of Representatives would be sub- 
ject to judicial review and a complete breakdown of the con- 
stitutional principle of separation of powers would ensue. 


Later that same day, Federal Judge F. Dickinson Letts, of Wash- 
ington, countermanded the Wilkin order. 

Attorneys for the federation then brought the matter before a 
Federal appeals court, a three-judge panel of which heard argument 
on May 8 and announced, on May 25, its refusal to interfere with 
congressional printing. 

The court said, through Chief Judge Henry W. Edgerton: 

We have no more authority to prevent Congress, or a com- 
mittee or a public officer acting at the express direction of 
Congress, from publishing a document than to prevent them 
from publishing the Congressional Record. 


A revealing sidelight on the injunction suit came to the attention 
of the subcommittee a few weeks later when it obtained a 2,000-word 
report on an earlier meeting in New York April 11, at which plans 
were discussed to “break Eastland’s *° power.” 

This report revealed that at this meeting, sponsored by the Religious 
Freedom Committee and the Methodist Federation, a step-by-step 
program had been laid out to prevent publication of the Handbook. 
The first effort was to be directed toward exerting pressure on Mem- 
bers of Congress to block approval of the January reprint resolu- 
tion. That failing, the courts were to be asked to enjoin publication 
and the meeting was told that attorneys already had been engaged for 
that purpose. 

Funds were collected at the meeting to finance the campaign. 

The committee later heard testimony from Alexander Munsell, a 
former New York color printer, that he had attended the meeting, 


2 Sen. James O. Eastland (Democrat, Mississippi), Chairman of the Committee on the 
Judiciary and of the Subcommittee on Internal Security. 
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but he claimed he had arrived late and heard little of the discussion. 
Munsell invoked the fifth amendment on a question as to whether he 
is now a member of the Communist Party, and on another as to whether 
he is the Alex Munsell who was a Communist candidate for the Balti- 
more City Council in 1939. He first refused to say whether he was 
treasurer of the parishioners committee for Holy Trinity, the church 
for which the Reverend Howard Melish is pastor, but later made affida- 
vit that he did hold that post. He could not recall whether he heard 
talks at the April 11 meeting by Dr. Harry F. Ward, the chairman of 
meeting, who had been identified at various congressional hearings as 
a member of numerous Communist fronts, or the Reverend Lee H. Ball. 

Undeterred by this incident, public response to the handbook con- 
tinued overwhelmingly favorable. 

Some newspapers asked for copies to distribute to all their sub- 
scribers, others printed it chapter by chapter, in installments. Its text 
was printed by U.S. News & World Report. Facts Forum reprinted 
it in installaments. The Saturday Evening Post recommended it in 
a lead editorial. The New Leader devoted four columns to a summary. 

The handbook was reprinted in book form by Bookmailer, a New 
York publishing firm. A writer asked, and received, permission to 
translate it into Japanese for publication i in the Okinawa papers. 

The American Bar Association’s Special Committee on Communist 
Tactics, Strategy and Objectives recommended that it be read by as 
many citizens as possible. 

While the great’ bulk of copies of the handbook were mailed to in- 
dividuals who wrote to the csieeeeditins from all parts of the United 
States, the veterans’ organizations and patriotic societies distributed 
many thousands at their own expense. The American Legion sent 
copies to State and large local headquarters for use of members. The 
Daughters of the American Revolution supplied each of the chairmen 
of their more than 3,000 local Americanization committees. 

The American Wage Earners’ Foundation of Chicago, in its pub- 
lication The National Independent Labor Journal and in coopera- 
tion with Dr. George S. Benson, president of Harding College, 
Searey, Ark., whose columns Looking Ahead and Listen Americans 
appear, the subcommittee was told, in 4,000 newspapers and publi- 
cations, offered copies of the document and purchased a supply to 
meet the demand. 

Copies of the Handbook were supplied to each of its National 
Security Committee chairmen by the Idaho Federation of Business 
and Professional Women. 

Many schools asked for generous allotments. To these were added 
individual requests from teachers and students, both often identified 
with political or social-science courses. Many libraries requested 
copies. Church officials of many denominations and in many sections 
sought supplies. 

There was, of course, a marked interest among security officers from 
the Federal grade to municipal police specialists, and among the 
various intelligence units from the FBI to State commissions and the 
schools of the armed services. 

The Department of Public Instruction of Hawaii cooperated with 
the Territorial Commission on Subversive Activities to distribute the 
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document to all public schools and to all Territorial, city, and county 
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government officials and department heads. 


The document is still in active demand. 


TREATY DOCUMENT 


The subcommittee study of Soviet treatybreaking was first printed 


in 1955, coincident with the Geneva Conference. 


——— 


————_- 


instrument of national policy for the U.S 


In a foreword, Chairman Eastland observed that— 


The staff studied nearly a thousand treaties and agree- 
ments of the kinds described above, both bilateral and 
multilateral, which the Soviets have entered into not onl 
with the United States, but with countries al] over the world. 
The staff found that, in the 38 short years since the Soviet 
Union came into existence, its Government had broken its 
word to virtually every country to which it ever gave a signed 
promise. 


In that statement he questioned whether treatybreaking is not an 
. 5. R. and he quoted from 


~ 


two official sources. 


First Zinoviev, a Lenin lieutenant, in 1919: 


We are willing to sign an unfavorable peace—it would 
only mean we should put no trust whatever in the piece 
of paper we should sign. We should use the breathing 
space so obtained in order to gather our strength so that 
the mere continued existence of our Government would keep 
up the worldwide propaganda which Soviet Russia has been 
carrying on for more than a year. 


Then Stalin: 


Words must have no relations to actions—otherwise what 
kind of diplomacy is it? Words are one thing, actions an- 
other. Good words are a mask for concealment of bad deeds. 
Sincere diplomacy is no more possible than dry water or 
wooden iron. 


In a preface to the latest edition, Senator Eastland presents the 


conclusion: 





Communism is not an evil thing only because it has been 
controlled by evil men since it first rose to power in 1917. 

It is organically evil. You must renounce “bourgeois 
morality,” you must become an evil man before you can 
become a good Communist. You must be a liar, a cheat, and 
probably a spy before you can represent a Communist nation 
in international diplomacy. You must have no more regard 
for honor when you sign an agreement on behalf of your 
country, than a forger does when he puts a name on a check. 

* * * * * 


As far as the Communists were concerned, the “spirit of 
Geneva” was just as fraudulent as the spirit of Yalta, or 
Teheran, or any other international] meeting attended by 
Red conspirators. 
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We will never come to grips with historic reality until those 
who hold the levers of western power have the moral and in- 
tellectual courage to confront this single, monstrous fact. 


The 9,000 copies of the original printing of this treaty document 
were quickly exhausted. An additional 13,000 copies was received 
when the Senate accepted it as an official document. 

Last spring Congress approved a third printing, which permitted 
the record to be brought up to date. From this printing, the sub- 
committee has received 12,500 copies, bringing the total available for 
subcommittee distribution to 34,500 out of a total 162,000 copies 

rinted. 

. Requests for this document have come, as is usual with the subeom- 
mittee’s materials, from all parts of the Nation and from widely varied 
sources. Notable are requests from libraries and from political science 
teachers and students. Patriotic societies and Government agencies 
have distributed quantities to their members and staffs. 

Copies were sent to China, to Canada, and were requested by a 
number of foreign embassies and legations. More than 1,000 copies 
were supplied to representatives of the press and radio and to other 
writers and speakers. 

LEGISLATION 


The subcommittee often is challenged by an unwilling witness to 
show a legislative purpose as justification for its hearings. 

The challenge is, of course, a subterfuge, for the witness would be no 
more cooperative if a legislative purpose were specifically set out. 
However, the record of the 84th Congress, as well as that of its im- 
mediate predecessors, provides an effective answer. 

During the 84th Congress, 17 bills were referred to the Internal 
Security Subcommittee. Of these, 14 were reported by the subcom- 
mittee to the full Committee on the Judiciary, and 3 were still pend- 
ing in the subcommittee at the close of the second session. Public 
hearings were held on 6 of the 17. 

Of the 14 bills reported by the subcommittee to the full Committee 
on the Judiciary, 2 (S. 2375 and H. R. 3882) are now Public Laws 
254 and 893, respectively. The former provides that the term of mem- 
bers of the Subversive Activities Control Board shall be 5 years. The 
latter requires the registration of certain persons who have knowledge 
of or have received instruction or assignment in the espionage, 
counterespionage or sabotage service or techniques of a foreign gov- 
ernment or foreign political party. A third bill (S. 750) was identical 
with H. R. 3882, and was postponed indefinitely upon the passage of 
the latter. 

The bill S. 2887, introduced on Jan. 9, 1956, by Senators Eastland 
and Jenner, to prohibit the recording of secret deliberations by grand 
or petit juries in United States courts, also was enacted by the Congress 
inl was approved by the President on Aug. 2, 1956, thereby becoming 
Public Law 919. 

The legislation stemmed from subcommittee hearings in October 
1955, when testimony was received regarding a project of the Uni- 
versity of Chicago wherein tape recordings were made of jury de- 
liberations in 5 civil cases tried in the United States district court at 
Wichita, Kansas. 
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In addition, 2 other bills (S. 13892 and S. 547), which had likewise 
been reported to the full committee, were postponed indefinitely when 
the committee elected to approve instead, without referral to the sub- 
committee, substantially identical legislation which had already 

assed the House of Representatives (H. R. 4753 and H. R. 2854). 

he House versions of these bills were subsequently signed into law. 
The first. (corresponding to S. 1392) is now Public Law 173, which 
increases from 2 to 3 years the standard contained in subsection (e) (1) 
of section 13A of the Subversive Activities Control Act with respect 
to the past affiliations of individuals conducting the effective manage- 
ment of organizations allegedly Communist-infiltrated. The second 
(similar to S. 547) is now Public Law 766, which increases the 
penalties applicable to seditious conspiracy, advocating the overthrow 
of the Government, and conspiring to advocate such overthrow, to a 
uniform maximum of 20 years’ imprisonment and a $20,000 fine. 

Of the remaining 9 bills reported to the full committee, 1 (S. 2171), 
which provided that a member of the Subversive Activities Control 
Board should continue in office after the expiration of his term until 
his successor was appointed and had qualified, was passed by both 
Houses of the Congress but vetoed by the President. Another 
(S. 1273), which made certain technical changes in the Foreign Agents 
Registration Act of 1938, was approved by the Senate but failed to 
reach the floor of the House of Representatives. 

Three bills (S. 3617, S. 374, and S. 782) were approved by the full 
Committee on the Judiciary but were still on the Senate Calendar 
when Congress adjourned. One of these (S. 374) would have ex- 
tended, and in certain cases suspended, the statute of limitations on 
false swearing by Government employees with respect to subversive 
activities and connections, while another (S. 782) would have pre- 
vented American citizens of questionable loyalty from accepting any 
office or employment in or under the United Nations. 

The third (S. 3617) was designed to restore the effectiveness of 42 
State sedition laws which were virtually nullified by the decision of 
the Supreme Court of the United States in Pennsylvania v. Nelson. 
The Court in that case held that Congress had intended to preempt 
the field of sedition legislation. On May 11, 1956, the subcommittee 
held a hearing on S. 3617 and a similar measure (S. 3603), both of 
which declared that Congress had had no such intent. The attorneys 
general of Massachusetts and New Hampshire appeared in person, and 
communications from the attorneys general of Washington, Vermont, 
Alabama, Kentucky, Georgia, Missouri, Maryland, Connecticut, and 
Texas were received in the record—all requesting such corrective leg- 
islation. Attorney General George Fingold, of Massachusetts, as 
chairman of the committee on subversive activities of the National 
Association of Attorneys General, presented a resolution of his com- 
mittee to the same effect. Senators Bridges, Martin of Pennsylvania, 
and McCarthy, appeared personally to urge the passage of legislation 
of this type, and statements from Senators Bricker, Potter, Salton- 
stall, and Stennis, to the same effect, were received for the record. 
Miles D. Kennedy submitted a resolution expressing the support of 
the national organization of the American Legion for such a law, and 
this was likewise received for the record. 
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As a result of these impressive expressions of opinion, and in keeping 
with what appeared to have been the clear intent of the, Congress, the 
committee reported S. 3617 to the full Committee on the Talicary, 
and indefinitely postponed the similar S. 3603. As indicated above, 
the full committee likewise approved the bill unanimously, but it 
remained on the Senate Calendar at adjournment. 

S. 4047, S. 4050, and S. 4051, were essentially similar bills designed 
to contravene the effect of the Supreme Court’s decision in Cole v. 
Young, where the Court held Executive Order 10450 unconstitutional 
insofar as it extended the provisions of the Summary Suspension Act 
of 1950 to all departments and agencies of the Government. There 
the Court declared that Congress had intended this act to apply 
only to “sensitive” positions, and all three bills expressly denied any 
such intent. 

After holding public hearings on June 26 and 27, 1956, the subcom- 
mittee reported all three measures to the full Committee on the Judi- 
ciary, but none was acted on prior to adjournment. 

Three of the 17 bills referred to the subcommittee remained there 
when Congress adjourned. These were S. 251, which would in effect 
have made mere membership in the Communist Party a crime; S. 681, 
to authorize the Federal Government to guard strategic defense facili- 
ties against persons believed to be disposed to commit sabotage or 
espionage; and S. 2376, which would have amended the Subversive 
Activities Control Act to provide for the preliminary evaluation of 
derogatory information concerning applicants for Government em- 

loyment. Public hearings were conducted on S. 681 on April 29, 
May 6 and 13, and June 2, 1955, and testimony or statements of 27 
individuals were received, but (as already indicated) the subcommit- 
tee preferred to take no action. 


SUBCOMMITTEE SPURS LEGISLATIVE PROGRAM 


The subcommittee record on legislation considered by the Senate or 
its committees during the 84th Congress: 

S. 374, to provide for extension and suspension in certain cases of 
statutes of limitation on false swearing by Government employees 
with respect to subversive activities and connections, was introduced 
by Senator William E. Jenner (Republican, of Indiana), who was 
subcommittee chairman during the 83d Congress. 

In its report of July 17, 1953, on subversion in education, the sub- 
committee said : 


The length of time involved for a Communist to make a 
complete break with the organization and its ideology and to 
acquire the outlook necessary to reveal the details of his par- 
ticipation in the Communist Party was such that it was im- 
possible to determine from ex-Communists the present status 
of the infiltration. This is so because Communism so per- 
vades the whole being of an individual Communist that it is 
not easily or quickly put aside. 
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It repeated this statement in its report of July 30, 1953, on Inter- 
locking Subversion in Government Departments, adding: 


Consequently, it is an exceptional case when an ex-Com- 
munist can testify to another’s Communist membership less 
than 3 years back." 


In the later report it made a specific recommendation, as follows: 


That a thorough study be made by the Committee on the 
Judiciary, in cooperation with the Department of Justice, of 
existing legislation, with a view toward extending the statute 
of limitation on false swearing and false affirmations by Gov- 
ernment employees concerning Communist membership and 
subversion. 


S. 681, to authorize the Federal Government to guard strategic 
defense facilities against individuals believed to be disposed to commit 
acts of sabotage, espionage, and other subversion, was introduced by 
Senator John Marshall Butler, Republican, of Maryland, a subcom- 
mittee member. 

During the past 6 years, the subcommittee has held 9 investiga- 
tions for the purpose of determining the extent of Communist infiltra- 
tion into various labor unions. These were: Subversive Influence in 
the Dining Car and Railroad Workers’ Union (1951) ; Subversive Con- 
trol of the United Public Workers of America (1951); Subversive 
Control of the Distributive, Processing, and Office Workers of America 
(1951-52) ; Subversive Infiltration of the Telegraph Industry (1951- 
52) ; Subversive Influence in the United Electrical, Radio and Machine 
Workers of America (1952-53); Communist Domination of Union 
Officials in Vital Industry (1952); Subversive Influence in Cer- 
tain Labor Organizations (1953-54) ; Communism in Labor Unions 
(1954); and Subversive Influence in Certain Industrial Plants 
(1954-55). 

All these hearings indicated that the membership of these unions 
included Communists. The number, percentagewise, as compared to 
the total membership, was small, but potentially dangerous if, as is 
Communist practice, it is strategically placed. Several bills have 
been offered by subcommittee members to meet this situation, and 
pee eae proposal, which had administration support, is the latest 
of these. 

The subcommittee held four public hearings on the legislation, but 
had made no recommendation when Congress adjourned. 

S. 782, to prevent United States citizens of questionable loyalty 
from accepting any office or employment in or under the United 
Nations, originally was introduced by the late Senator Pat McCarran, 
first chairman of the Internal Security Subcommittee, as S. 3 of 
the 83d Congress. It stemmed from a recommendation by the subcom- 
mittee, following a series of hearings at which 21 Americans employed 
by the United Nations invoked the fifth amendment in responding to 
questions regarding Communist activities. S. 3 passed the Senate, 
but the House took no action and S. 782, a similar bill, was introduced 
in the 84th Congress. 


11 This same material represented a subcommittee contribution to the enactment of S. 
1392, which was introduced by Senator Butler and became Public Law 173. 
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The subcommittee’s original recommendation was: 


That legislative safeguards be established to prevent future 
employment by international organizations, located in this 
country, of American nationals of questionable loyalty to the 
United States; and that a definite arrangement be entered 
into between the United States Government and international 
organizations, under which information concerning the rec- 
ords of all American applicants for employment should be 
submitted to responsible officials of the international organi- 
zations so that the security of the United States may be 
protected. 


In a later report (March 22, 1954) on the same subject, the subcom- 
mittee said : 


We * * * recommend the enactment of the bill S. 3, spon- 
sored by Senator Pat McCarran and passed by the Senate last 
June, which would prevent United States citizens of ques- 
tionable loyalty to the United States Government from ac- 
cepting any office of employment in or under the United 
Nations. We deplore opposition to this bill by agencies in 
the executive branch of the Government which should be 
supporting this bill as the only effective means of attaining 
its objectives. 


S. 1273, to amend sections 1, 3, and 4 of the Foreign Agents Regis- 
tration Act, as amended, is another bill to implement subcommittee 
recommendations. 

From its inception, the subcommittee has been concerned with the 
appalling amount of propaganda pouring into the United States from 
the several Communist countries. It has made a continuing check 
from time to time, beginning in 1951, as to the source of such propa- 
ganda and the methods of its distribution in the United States. At 
the conclusion of hearings in 1951, the subcommittee made the follow- 
ing recommendation : 


That the Foreign Agents Registration Act be amended so 
as to require the registration of every diplomatic or consular 
officer of a foreign government who is engaged in the prepara- 
tion or dissemination of political propaganda (Communist 
Propaganda Activities in the United States, p. IX). 


This recommendation was repeated in 1953 after a further series of 
hearings (Communist Underground Printing Facilities and Illegal 
Propaganda, p. XVIII). 

The legislation passed the Senate too late in the session for House 
action. 

S. 3603 and S. 3617 were introduced to meet a situation resulting 
from the Supreme Court’s nullification of State sedition laws. The 
Court had held that Federal interest in the sedition field “is so domi- 
nant that the Federal system must be assumed to preclude enforcement 
of State laws on the same subject.” 

The subcommittee held hearings on the two bills, recommending 
postponement of S. 3603 and after amendment of S. 3617 to accom- 
modate some provisions of S. 3603 approved it forenactment. This bill 
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would amend title 18, United States Code, to authorize the enforcement 
of State statutes prescribing criminal penalties for subversive activi- 
ties. It was reported to the Senate on June 6, but the Senate did not 
act before adjournment. 

Of the 3 bills, S. 4050, S. 4051, and S. 4047, which had for their 
purpose the reinstatement of Presidential authority, denied by the 
Supreme Court in a decision on June 11, to suspend employment of 
Government employees holding nonsensitive positions, the first, S. 4050, 
was introduced by Chairman James QO. Eastland. 

S. 2376, a bill to provide for the preliminary evaluation of deroga- 
tory information concerning individuals seeking Government em- 
ployment evolved from the subcommittee’s review of the operation of 
the Subversive Activities Control Board. Representatives of the 
Justice Department and the Board participated with members of the 
subcommittee in a roundtable discussion which was later summarized 
and evaluated in the subcommittee’s publication Subversive Activities 
Control Act of 1950. 

The measure, which was one of three recommended in that docu- 
ment, was introduced by Senator Eastland. The others also intro- 
duced by the subcommittee chairman were passed by the Congress 
and one (S. 2375) became law; the other (S. 2171) was vetoed. 

S. 3935, introduced by Senator Jenner to cure the immigration rec- 
ords of several thousand postwar emigrees, stemmed from the subcom- 
mittee’s hearings in 1956 on refugee problems. It reached the Senate 
floor too late for action in the 84th Congress. 


RESULTS FROM SUBCOMMITTEE ACTIVITY 


It should be noted that some of the subcommittee’s hearings 
have been beneficial to the internal security of the United States 
without necessity for new legislation. The Matusow hearings, for 
instance, revealed a Communist conspiracy to attack the antisubversive 
program in general, including the investigating committees, the courts 
and responsive witnesses, and thereby to deceive the public. 

Other hearings provided information on the plight of thousands of 
European refugees who, at the end of World War IJ, adopted false 
names and biographical histories to avoid forced repatriation to the 
U.S.S. R. where lakers or death waited them, but who are now legally 
unable to become American citizens because of this false record and 
who may be objects of Soviet attempts to blackmail them into returning 
to the U. S. S. R. or becoming Soviet spies in this country. 

For their participation in the kidnaping of 5 of the 9 Soviet sailors 
who had sought asylum in the United States after the Chinese had cap- 
tured their oil tanker, the 7uapse, 2 Russians connected with the Soviet 
U. N. delegation were declared persona non grata by the State Depart- 
ment. 

Chairman Eastland, in a letter to Secretary Dulles, had pointed out 
that testimony by the four remaining seamen and others had revealed 
that these Soviet officials used threats and engaged in activities which 
amounted to force in dealing with the sailors. 

On April 25, the Department advised the Soviet Chief Delegate, 
Arkady Sobolev, that Aleksandr K. Burynov an attaché of the mis- 
sion, was no longer acceptable in the United States and that the re- 
quest for a return visa for Nikolai Turkin, the third secretary, was 
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denied. Turkin had accompanied the five redefecting sailors to the 
Soviet. The Department’s explanation was that these men had vio- 
lated terms of the U. N. headquarters agreement. 

On October 29, the Department asked that Konstantin P. Ekimov, 
first secretary of the Soviet delegation to the United Nations be sent 
home. This was after Chairman Eastland, in a letter to Secretary 
Dulles had pointed out that Ekimov had been active in arranging 
the departure for the Soviet of the 214-year-old Tanya Chwostow, 
American-born, and therefore a citizen of the United States. He 
recalled, also, that Ekimov had participated in the affair of the Soviet 
sailors and that the evidence in that case had previously been supplied 
the Department. Ekimov left on November 30.7 * 


INDEX IN PREPARATION 


Preparation of a composite name index to subcommittee hearings 
was underway during most of 1956. This project is nearly complete, 
and the index is expected to be ready for printing early in 1957. 

The index volume will contain approximately 150,000 names, prin- 
cipally of persons, organizations, and publications, which have ap- 
peared in public testimony and accompanying documents since 1951 
when the subcommittee began its scrutiny of problems of subversion 
in the United States and through 1955. 

In this connection, the subcommittee draws attention to the com- 
pilation and publication, by the Senate Committee on Government 
Operations, of a comprehensive summary index of all congressional 


en a of communism and subversive activities from 1918 to 


1956. ‘This 382-page volume (S. Doc. No. 148) will serve as a valuable 
aid to research on these subjects for this subcommittee and other 
bodies and individuals engaged in similar studies. 


Hearinecs CurreENTLY UNDERWAY 


Early in 1956, Chairman Eastland announced a new series of hear- 
ings by the subcommittee under the general heading, “Scope of Soviet 
Activity in the United States.” The brief announcement which ini- 
tiated these merits quotation in full: 


The Internal Security Subcommittee will begin a series 
of hearings on the scope of Soviet activity in the United 
States. e shall try to determine to what extent Soviet 
power operates through the Communist Party here and to 


12 Also during the year, two other Soviet officials have been sent home on demand of the 
State Department, Col. Ivan Bubchikov, on May 14, 1956, and Maj. Yuri P. Krylov, on 
January 15, 1957. Both were assistant military attachés and each was charged by the 
State Department with activities incompatible with his mission. The Department said 
specifically that Krylov’s offense was the improper purchase of quantities of electronic 
equipment through an unnamed American intermediary. Bubchikov was said to have been 
caught picking up information at a secret letter drop. 

18 In 1952 the subcommittee held hearings on the International Union of Mine, Mill, and 
Smelter Workers during which Maurice Travis, then secretary-treasurer, and Clinton 
Jencks, then international representative, were described as Communists. 

Both Travis and Jencks were indicted, tried, and convicted of making false statements 
in denying Communist affiliations in connection with affidavits under the Taft-Hartley 
Act. Both cases are presently on appeal, Travis in the Supreme Court, where it was 
argued October 17, 1956, and Jencks in the Court of Appeals at Denver. 

Forthermore, the Subversive Activities Control Board has announced that hearings 
will begin February 4, 1957, to determine whether the union itself, possibly the largest 
independent labor organization in the United States, is a Communist infiltrated organi- 
zation. 
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what extent other organizations have been devised to effec- 
tuate its purposes. We shall study the structural revisions 
that the Communists have made in their network in order 
to avoid detection, and endeavor to trace the movement of 
individual agents through these changing structures. 

Under consideration during these hearings will be the 
activities of Soviet agents and agencies, not now registered, 
whose activities may warrant legislative action. We shall 
endeavor to determine to what extent this Soviet activity 
here is calculated to contribute to Soviet expansion abroad 
and to what extent it is working to undermine the structure 
and composition of our own Government here. As the facts 
bearing on these issues are gathered in the public record of 
this subcommittee, we shall be able to make recommenda- 
tions or determinations as to whether the Internal Security 
Act of 1950 and other existing laws should be repealed, 
amended, or revised, or new laws enacted. 


The great majority of hearings held by the Internal Security Sub- 
committee since the above announcement was made have been in line 
with the intent there stated. Soviet activity in this country has been 
studied in a wide variety of manifestations.. For example, very con- 
siderable attention has been given to the illegal] and covert activities of 
Soviet diplomatic representatives—both in the Soviet Embassy and 
consular offices and in its United Nations delegation. Many of these 
“diplomats” have been shown to be trained agents of the Soviet secret 
police, carrying out assignments as such. On the other hand, the hear- 
ings concerning Tass, the Soviet news agency, revealed a far more 
subtle, though perhaps no less deadly, form of Soviet activity—the 
quiet, comprehensive, and effective gathering information through 
the numerous channels open to a news agency. And of course the rami- 
fied and tireless activities of America’s domestic Communists remain 
as they have always been, a major aspect of Soviet activity in this 
country, and as such, were carefully watched and investigated by the 
subcommittee. 

The investigation of the scope of Soviet activity in the United 
States continues to be the major, though by no means the only, con- 
cern of the Internal Security Subcommittee, and it is anticipated 
that further hearings will be conducted into those aspects of the prob- 
lem mentioned above and many others as well. 

Meanwhile, as described in another section of this report, 1956 saw 
the development of another series of hearings which opened up a 
hitherto unexplored area within the subcommittee’s jurisdiction. Evi- 
dence was received indicating that control of an impressive number of 
American corporations, including some holding a unique place in the 
realm of national defense, had been acquired by anonymous accumula- 
tions of capital held abroad—notably in Canada and in numbered 
accounts in Swiss banks. Without attempting to prejudge the ques- 
tion whether this capital, or any significant portion of it, represents a 
menacing Soviet influence in vital American industry, the subcom- 
mittee felt obliged to investigate further the extent and possible impli- 
cations of these anonymous foreign holdings, from the standpoint of 
the internal security of the United States. 

This inquiry is still only in its opening phases, and has been 
severely handicapped by the committee’s financial inability to employ 
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the trained personnel necessary to conduct a serious exploration of 
this complex and highly technical field. Nevertheless, several broad 
avenues of investigation already clearly demand attention. For 
example, it seems reasonably clear that an attempt has been made, 
and may still be in process, to unload in the American market certain 
German securities stolen by the Soviet authorities from the vaults of 
the Reichsbank in Berlin in 1945. Again, the possible desirability of 
legislation to compel disclosure of the true ownership of Swiss bank 
accounts exercising a controlling voice in American industry deserves 
serious consideration. Finally, and quite independently of the 
problem presented by the Swiss accounts, further investigation is 
needed to determine the desirability, from the standpoint of national 
security, of additional legislation to limit the extent of foreign in- 
fluence, if not of foreign control, over American corporations. 

Security in the modern world is not merely a matter of protection 
against espionage or policy subversion, but requires an nate sophis- 
ticated comprehension of the less glamorous but equally important 
spheres of financial and industrial control. Available time and funds 
have not hitherto permitted the subcommittee to go into this highly 
important field fully. 

In connection with this first section of its report, the subcommittee 
makes the following general conclusions and recommendations which 
have resulted from its activities and deliberations in 1956. 


CoNCLUSIONS 


Soviet activity in the United States has continued without abate- 
ment, in many forms, during the past year. 

The Soviet organization in the United States operates at three 
levels: (1) The legal and illegal acts of accredited Soviet Government 
agents; (2) activities of Communist Party members; (3) activities of 
Soviet adherents outside the Party. 

Recent setbacks to Soviet plans and programs should not be over- 
estimated with regard to either short-term or long-term effects. 

The Soviet international organization is neither invincible nor im- 
mune from disintegration from forces within its own borders or from 
outside forces. 

Communist diplomatic and consular personnel have been permitted 
to continue their improper activities in spreading Communist propa- 
ganda in the United States. 


RECOMMENDATIONS 


The Congress should enact legislation prohibiting the importa- 
tion and distribution, by foreign diplomatic or consular personnel, of 
propaganda material from the U. 8. S. R. or its satellite Communist 
countries. 

The Department of State should officially rule that dissemina- 
tion of Communist or other subversive propaganda in the United 
States is an improper activity for foreign diplomatic or consular 
personnel. 
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Section II 


SOVIET ESPIONAGE IN THE UNITED STATES 


At its first hearing of the legislative year on February 8, 1956, the 
Senate Internal Security Subcommittee outlined its intentions with 
respect to investigating the scope of Soviety activity in the United 
States. “Under consideration,” the subcommittee declared, “will be 
the activities of Soviet agents and agencies not now registered whose 
activities may warrant legislative action * * * to determine to what 
extent the Soviet activity here is calculated to contribute to Soviet ex- 
pansion abroad and to what extent it is working to undermine the 
structure and composition of our own Government here” (p. 2). The 
opening witness was Lt. Col. Yuri Rastvorov, who had defected in 
January 1954 from his post in Toyko where he was serving as Soviet 
military intelligence officer under the cover of a post as second secre- 
tary of the Soviet mission. ; 

Colonel Rastvorov began his career with the Soviet Intelligence 
Service in 1940, being trained in the Japanese department of the Mos- 
cow Institute of Eastern Studies. In 1943 he was assigned by the cen- 
tral committee of the Communist Party of the Soviet Union to the 
Japanese Department of the Intelligence Directorate of the Soviet 
Ministry of State Security. In January 1946, he was sent to Tokyo 
under the guise of a representative of the Soviet Ministry of Foreign 
Affairs. His service in Tokyo covered two periods: from 1946 to 1947, 
and from 1950 to 1954 (pp. 4, 800, 801). 

Mr. Rastvorov described the pattern of Soviet intelligence organiza- 
tion which, he said, applies to the United States as well as Japan. 
He drew a diagram showing that the Soviet Intelligence Service con- 
sists of two parts, the first part being devoted to political intelligence 
otherwise known as the MVD, and the other known as GRU or mili- 
tary intelligence, which is in turn subdivided into field intelligence, 
naval intelligence, and others. Intelligence personnel operate in all 
countries with which the Soviet Union maintains diplomatic relations 
under direction of a person, usually in the disguise of first, second, 
or third secretary of the Embassy or occasionally as Ambassador or 
with some mission. The Communist Party of the Soviet Union, 
through its connections with the Communist parties of the world, 
maintains its own separate intelligence service. The chief of Soviet 
intelligence maintains contacts with the illegal part of the Communist 
Party (pp. 3, 4, 18, 14). 

The subcommittee was, of course, primarily interested in activity 
pertaining to the United States, Mr, Rastvorov was familiar with the 
career of Gaik Badalovich Ovakimian, who operated in the United 
States until 1941.1. Ovakimian used the cover of the Amtorg Trading 


1 Official records show that on May 5, 1941, Ovakimian was arrested by agents of the 
Federal Bureau of Investigation in New York City. He was charged with violation of 
the Foreign Agents’ Registration Act. At the time of his arrest, Soviet officials insisted 
that Ovakimian had immunity as a Soviet official. Ovakimian was subsequently released 
on $25.000 bail furnished by the Soviet consulate through the Amtorg Trading Corp. 
Ovakimian never came to trial in this matter. Instead, an agreement was reached between 
the Soviet Government and the U. S. Department of State whereby Ovakimian was allowed 
to return to the Soviet Union. He departed from San Francisco, Calif., aboard the 
Soviet vessel Kim on July 28, 1941. 
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Corp. After he returned to Moscow, he oN Deputy Chief of 
Int iatemnes with the rank of major general (p. 

Rastvorov recalled the name of Vassili ‘Mikhailovich Zubilin, 
alias V. Zarubin,? who was third and later second secretary of the So- 
viet Embassy and simultaneously “boss of MVD intelligence” in the 
United States. He was in this country from January 1942 to August 
1944. His wife, who accompanied him here, also wor ‘ked as an intelli- 

ence officer. A security report in the record of the subcommittee 

discloses that Steve Nelson, a leading American Communist, advised 
Zubilin that his work on behalf of the apparatus had been predicated 
upon a note from Moscow, which had been brought to him by a courier 
from New York, and that the head of the Communist party in the 
United States was fully cognizant of the fact that he, Nelson, was 
engaged in secret work for the Soviets. Nelson discussed thor oughl y 
with Zubilin the various personalities engaged in work for the Comin- 
tern apparatus on the west coast (pp. 6, 7, 8). Zubilin returned to the 
Soviet a nion to become major general in intelligence. 

Zubilin was replaced as chief resident agent of the MVD by 
Gregory Dolbin, who had served as the head of Soviet intelligence in 
Tokyo from 1940 to 1944. This was the same man who visited Owen 
Lattimore in his home and who accompanied Vice President Henry A. 
Wallace and Lattimore on their trip to the Soviet Union (pp. 8, 9). 

Sokolov, former Soviet Chief Resident of Intelligence 2 Tokyo in 
1944, was in the United States from 1947 to 1949, occupying a similar 
position here (p. 9). 

Sokolov was succeeded by Aleksandr Semenovich Panyushkin, 
serving as Ambassador. Panyushkin had been the subject of previous 
testimony by N. E. Khokhlov, a former Soviet agent, who testified 
about his assignment to assassinate Okolovich, an anti-Soviet leader. 
Khokhlov declared : 


I had many conversations with Panyushkin, many instruc- 
tive talks; during the course of one such talk I reported to 
him that I needed poison bullets and I had run up against 
certain difficulties in procuring these bullets * * * He called 
in the chief of the laboratory, by the name of Naumov * * * 
He ordered the chief of the laboratory to prepare the poison. 
He ordered the chief of the armaments shop to prepare bul- 
lets * * *3 


Panyushkin was appointed Soviet Ambassador to the United States 
in 1947 and served until 1951. He holds the rank of major general 
in the MVD (p.10). He was succeeded in the post of Chief of Soviet 
Intelligence in Washington, D. C., by Mr. Wladkin.* 

Mr. Rastvorov knew Anatole Gromov, who had been the contact of 
Elizabeth Bentley, former Communist espionage agent, and of Lauch- 
lin Currie, who was involved in the same espionage ring. Gromov had 
been first secretary of the Soviet Embassy (pp. 779, 780). Rastvorov 


*Zubilin was linked with a sensational Soviet spy case January 25, 1957, with the arrest 
of three New Yorkers—Jack and Myra Soble, and Jacob Albam. FBI Director J. Edgar 
Hoover said the three were picked = as a result of the “scrutiny of the clandestine activi- 
ties of Vassili Zubilin.” Hoover said Soble had long been involved in Soviet intelligence 


activities, and at one time had under his supervision other Soviet agents in the United 
States, including Albam. 

8 Activities of Soviet Secret police, May 21, 1954, pp. 24, 25. 

«The diplomatic list issued by the State Department in October 1951 shows a Nikolai 
A. Viadykin as counselor of the Soviet embassy. 
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identified Gromov as a colonel in the MVD, who was head of its 
American section from 1948 to 1950. He also added that Kasparov, 
former chief resident of the Soviet intelligence group in Tokyo, 
“was in the United States in the beginning of the forties” (p. 18). 

Jurisdictionally there are two chief resident Soviet agents in the 
United States. The witness drew a distinction between the MVD 
group headed by the chief resident agent, attached to the Soviet Em- 
bassy in Washington, covering the United States as a whole and an- 
other directed by an agent : attached to the United Nations. He identi- 
fied some of the agents in the latter category. One was Sumskoi, 
who came to the United Nations in the forties, having previously 
operated at intelligence headquarters in Moscow. Another was 
Valentin Gubitchev, : a Soviet U. N. employee exposed as a confederate 
of Judith Coplon, who was convicted of transmitting secrets of the 
Department of Justice where she worked (pp. 11, 12, 13).° 

Mr. Rastvorov rated A. E. Titov who was, in September 1954, first 
secretary of the Russian U. N. delegation, as “probably chief of the 
intelligence operations” and described him as a close personal friend 
of Panyushkin ( (p. 795). 

The deep interest of Soviet intelligence in the United States is 
illustrated by Rastvorov’s account of his experience with one of his 
agents named Higurashi, formerly a secretary of the Japanese Em- 


bassy in Moscow, ‘and after World War II, an official in the Japanese 
Foreign Office : 


The information submitted by Higurashi was so detailed 
that frequently it was thought to be an exact stenographic 
transcript of the discussions held by the American and Japa- 
nese representatives * * *. He obtained a considerable 
amount of information of military character, describing the 
efforts of the United States and other United Nations par- 
ticipating in the drive to expel the Korean Communists 
from South Korea. In the course of his priceless service 
for the Soviet intelligence over a period of some 8 years, 
Higurashi “earned” over 7,000 American dollars. * * * 

My analysis of RON’s (Japanese Communist Party) re- 
ports indicated to me how deeply the agents of the Japa- 
nese Communist Party managed to infiltrate into the gov- 
ernmental organs of Japan. * * * Several times, quite 
accidentally I “managed to see the translations of the various 
special reports submitted by “RON” to the MVD for im- 
mediate transmission to Moscow. Among these were com- 
plete reports of secret conferences of the Cabinet, a detailed 
record of Yoshida’s discussions with MacArthur and with 
Dulles, not to mention the record of Yoshida’s discussions 
of various subjects with the American Ambassador * * * 
(pp. 803, 804, 813). 


RECRUITING METHODS 


Colonel Rastvorov described in some detail how the MVD recruits 
its agents. The first source is, of course, those who are ideological 
supporters of the Soviet Union, including members of the Communist 


5 Miss Coplon’s conviction was set aside by the Second Circuit Court on December 5, 1950. 
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Party. Another means is through blackmail against individuals who 
have relatives in Communist countries, or who have some personal 
weakness, such as homosexuals. Women agents are often used as 
decoys to create compromising involvements. Efforts are made to 
penetrate the most influential circles. Mr. Rastvorov testified: 


The main objective of the Soviet espionage effort was the 
infiltration of its agents into the Imperial Court circle, into 
the Government and business, and into the political parties of 
Japan. * * * Asaconcurrent mission, the Soviet intelligence 
organs in Japan were instructed to undertake the espionage 
operations against the Allied occupation forces, with the first 
priority of this effort given to the United States and to the 
British personnel and installations. Immediately after the 
capitulation of Japan, the intelligence group of the MVD in 
Tokyo instigated the search for, and the reestablishment of 
contact with, former Soviet espionage agents. * * * 

Before my departure from Moscow for Tokyo, I was in- 
structed to report for briefing to the Director of the Intelli- 
gence Service (MVD), Lieutenant General Fitin. In the 
course of my visit to Fitin, he underscored and emphasized 
the need for recruitment of American and British. Referring 
to his instructions from the Kremlin, he stated that “with the 
collapse of Hitlerite Germany, our principal enemies remain 
the United States and Great Britain. This is the direction of 
the main Soviet effort. * * *” 

In the immediate postwar period * * * numerous “White 
Russian” émigrés were employed by the American forces of 
occupation throughout Japan. * * * The Soviet intelligence 
planned to use the “White Russians” recruited by the MVD 
in at least two capacities. One was to furnish to the MVD 
intelligence information, and the other, to spot likely Amer- 
ican, British, Australian, and Japanese individuals for 
eventual recruitment as Soviet intelligence agents. * * * 

In 1947, the Politburo of the Communist Party authorized 
the formation of a special group composed of intelligence 
officers of the MVD and of the Intelligence Directorate of the 
Soviet Army General Staff. These groups were intended for 
conducting recruitment operations among the Japanese, the 
German, Spanish, and Italian prisoners of war held on the 
territory of the Soviet Union. * * * 

During the Korean war, Soviet intelligence combined its 
efforts with those of its Chinese Communist counterpart in 
the exploitation and recruitment of the captured members of 
the U. N. forces in Korea. The main effort was again concen- 
trated on American and British nationals (pp. 800-814). 


Besides the Soviet Embassy itself, various other covers were used 
for Soviet intelligence. It was Rastvorov’s estimate that 85 or 90 
percent of the personnel of Tass, the news agency of the Soviet 
Union, were representatives of military or political intelligence serv- 
ices (pp. 18, 19). VOKS, the Society for Cultural Relations with 
Foreign Countries, is used in the same manner. The subcommittee 
learned that this was true of the American affiliate of VOKS, the 
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American Russian Institute, some of whose officers were called before 
us during this and previous years. Another device was the use of 
economic delegations as a cover. The same was true of skating teams, 
cultural organizations and the Soviet Red Cross. The latter organi- 
zation, he testified, was headed by a Colonel Balayan, of Soviet 
intelligence. The assistant chairman of VOKS, Mitskevitch, was 
a colonel in Soviet intelligence. Another intelligence officer, Col. 
Andre Smirnov, has been a member of the Soviet skating team, al- 
though he was not an expert skater. He was in the United States 
under a diplomatic cover during World War II and later became 
head of the American intelligence section in Moscow (pp. 790, 791, 
792). 

The MVD even had a religious section headed by their Maj. Gen. 
G. G. Karpov, whose cover was chairman of the religion committee 
of the Council of Ministers of the U. S.S. R. Students were sent by 
him from MVD headquarters to religious seminaries, sometimes be- 
coming bishops but remaining as counterintelligence officers. Karpov 
even contributed to the New York Daily Worker. 

All of this made it very clear why the Soviet Union continues to 
press, at international conferences and at every possible level of 
diplomacy, for an increase in cultural, economic, military and political 
exchanges. Their delegations are studded with secret police agents 
who use the exchange programs as a cover for their espionage, sub- 
version and the training of American agents. It is interesting to note 
that when the Soviet Charge d’Affairs, Sergei R. Striganov, asked 
on January. 8, 1956, for a resumption of cultural exchanges suspended 
because of the Soviet aggression against Hungary, he was so bold as 
to ask that the regulation requiring fingerprinting be abolished. This 
caused Senator William E. Jenner to reply to this request in a sub- 
committee news release: 


As our testimony shows, and as our forthcoming report will 
point up, a representative of Soviet intelligence accompanies 
every group of official visitors from the U.S. S. R. 

Most revealing in this respect was the testimony of Col. 
Yuri Rastvorov, a Soviet Secret Service agent who posed 
as second secretary of the Soviet mission to Tokyo and de- 
fected in 1954. 

An excerpt from his testimony follows: 

“Mr. Morris. Now, Mr. Rostvorov, in connection with 
delegations and exchanges of delegations on economic affairs 
while you were in Japan, serving as an NKVD officer, did 
you meet any fellow MVD officers working in these economic 
delegations? 

“Mr. Rasrvorov. Yes; for instance, in 1953, there was 
meeting of Ecofair * * * 

“Mr. Morris. That stands for ‘Economic Affairs’? 

“Mr. Rastvoroyv. Yes; exactly. 

“Mr. Morris. Was that a delegation that came from the 
Soviet Union? 

“Mr. Rasrvoroyv. Yes, They came asa representative of the 
Soviet Union, and they were members of this organization, 
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and the organization held meeting in Japan in 1953, I think 
it was in April or March. 

“Mr. Morris. April or March of 1953? 

“Mr. Rastvoroy. Yes. And there is one other man by cover 
of official of Foreign Office, who was Colonel Otroshenko. 

“Mr. Morris. He was there under the cover of an official of 
the Foreign Office? 

“Mr. Rastvoroy. Yes * * * 

“Mr. Morris. Now, did any skating teams come to Japan at 
the time? 

“Mr. Rastvoroy. Yes. As you probably already know, they 
always used all kinds of cultur: ¥ organizations, for instance, 
regardless of who they are, musicians or skaters or skiers or 
anything else. They send with these delegations intelligence 
personnel to discuss intelligence activities abroad. 

“Mr. Morris. You say that is the general policy ? 

“Mr. Rastvorov. That is the general policy. 

“Mr. Morris. With all groups? 

“Mr. Rasrvoroy. Yes, and also they have them to keep 
under contro] the members of these cultural organizations.” 


Senator Jenner continued : 

Chairman Eastland recently referred to this practice as a 
“Trojan Horse operation.” I think the term most descriptive. 

I note that the official says his government ‘objects to our 
requirements for fingerprinting of foreign visitors. It does 
not seem to me a valid objection unless the visitor desires to 
cover up his identity and, if that is the case, he is not the type 
of visitor for which the exchange program was planned. 


SOVIET ESPIONAGE AND THE ATOM BOMB 


Probably one of the most important aspects of Soviet espionage in 
the United States involved the theft of our atomic and nuclear secrets. 
The subcommittee heard four witnesses on this score and their testi- 
mony was so ample and so important that it appears herein as sec- 
tion IV entitled “Soviet Atomic and Industrial Espionage.” 


THE MVD FOLLOWS ITS OWN 


A good example of the encompassing worldwide work of the MVD 
was given to the subcommittee in the case of Mark Zborowski, who 
testified under subpena, on February 29 and March 2, 1956. 

Zborowski was shown by the subcommittee’s evidence and by his 
own testimony to have been an MVD agent who ingratiated himself 
with Paris Trotskyites in the 1930’s and who became a trusted mem- 
ber of their inner circle. When he arrived in the United States, Soviet 
agents made contact with him. 

Zborowski had been an agent of the Soviet secret police in Paris. 
Stalin allegedly personally read Zborowski’s frequent reports (p. 131). 

Leon Trotsky’s son, Leon Sedov, headed the Paris group that 
Zborowski infiltrated, and Zborowski became his confidant. 

A close associate later testified : 


The NKVD couldn’t have a better man in the world than 
Mr. Zborowski. Everything that came up, he knew (p. 149). 
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Zborowski worked for the Soviet secret police. It was his informa- 
tion, secretly supplied, which led to the Soviet theft of Trotsky’s 
archives from his Paris headquarters on November 7, 1936. He trans- 
mitted reports on such well-known defectors from the Soviet. Union 
as Gen. Walter Krivitsky and Gen. Alexander Barmine (pp. 90, 93, 95). 

He was assigned to lure Sedov to a place where Soviet agents could 
kidnap him, but claims to have rejected the task because of his friend- 
ship for Trotsky’s son. There was testimony that when Sedov was 
taken ill and rushed to a hospital in 1937, Zborowski reported the fact 
to the Soviet secret police. He told the subcommittee Sedov died of 
peritonitis (pp. 89, 92). 

Another confidant of Sedov, Mrs. David Dallin, a subsequent wit- 
ness, told the subcommittee: 


I have no proof whatsoever that the NK VD did something 
to him [Sedov]. It could be a natural death. It could be 
that they helped out a little bit. But the only thing I am 
sure of is that they knew the first moment in what hospital he 
was. That Iam sureof * * * (p. 150), 


It is not clear just what role, if any, Zborowski had in the slaying of 
Ignatz Reiss, another defector. Reiss was scheduled to meet Sedov in 
Reims, but was killed near Lausanne before he could get there. Mrs. 
Dallin said she and Zborowski knew only that Sedov was to meet “a 
high-ranking official” who had broken with MVD (pp. 140, 141). 

Killers were waiting at Reims for Reiss, but another group mur- 
dered him at Lausanne. 

Zborowski admitted he continued to supply reports to the MVD 
until 1938, shortly after Sedov’s death. After that, he said, he drifted 
away because of disillusionment with the Moscow trials. Then, in 
1941, he came to the United States ® through efforts of Mrs. Dallin 
(pp. 90, 105). 

The MVD came knocking again in 1943. Zborowski claimed he 
was relaxing on the beach at Coney Island in New York when a man 
approached him and said: “We finally did find you” (p. 105). 

They went to a nearby cafe, where the man asked him what he had 
been doing, and what he intended to do. No assignment was given 
to him at the time. 

Later he was called by telephone and directed to a meeting in a 
Lexington Avenue bar, in New York where Zborowski was told: 


It is time for you to go to work * * * Go establish your old 
contacts with your old friends, with the American Trotsky- 
ites, with the Russian immigrants (p. 107). 


Among other things, Zborowski said he was asked to foster a friend- 
ship with Victor Kravchenko, Soviet trade representative whose de- 
fection earlier in 1944 created considerable news here (p. 109). 

Meanwhile, Zborowski made great advances professionally. When 
he first arrived in the United States he had been a factory worker. But 
by the time of his appearance before the subcommittee he was con- 


*In his petition for naturalization in the United States dated June 30, 1947, Zborowski 
swore that he was not, and had not been for the past 10 years “a member of or affiliated 
with any organization or body of persons teaching disbelief in or opposition to organized 
government.” He rationalized this statement in subcommittee testimony by saying ‘“‘it 
was questioning my allegiance to the country, and I knew that I never had the intention 
of doing anything harmful to the security of this country.” 
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ducting anthropology research under a Russell Sage Foundation 
grant at the Veterans’ Administration hospital in Bronx, N. Y. The 
grant was for a study of sociocultural aspects of rehabilitation of 
the disabled (p. 116). 

Prior to that he had worked on a study of responses to pain under 
a grant from the United States Public Health Service, and as a 
study director in the American Jewish Committee. He coauthored 
a widely read book, Life Is With People, while working with the 
Jatter organization (p. 117). 

At last, however, Zborowski’s past began to catch up with him. 

In 1954 Mrs. Dallin’s husband, David Dallin, the author, talked with 
a former high-ranking official of the Soviet secret police, who said: 


* * * the Trotskyites were covered excellently, because the 
closest friend of Trotsky’s son was an agent (p. 143). 


Such reports were not new to Mrs. Dallin. An anonymous letter 
to Trotsky himself in 1939, sent by the same high official, had said sub- 
stantially the same thing. But Mrs. Dallin, who was visiting Trotsky 
at the time, discounted the report as an attempt by Soviet intelligence 
to cause distrust within the Trotsky group. 

At first she refused to believe the former official. She talked 
with him, however, and he recounted with precise detail ma- 
terial from reports which only she and Zborowski could have known 
during their association with Sedov. The same man testified before 
the subcommittee in executive session (pp. 143, 144). 

It was also in 1954 that the Federal Bureau of Investigation paid 
Zborowski a visit. During the first session he told them of his 
Trotskyite activities, but denied being an MVD agent. Subsequently 
he admitted his treachery (p. 110). 

Word of Zborowski’s secret quickly passed around among his 
friends. On the advice of Mrs. Dallin, Dr. Marshall Sklare, a co- 
worker of Zborowski on a project for the American Jewish Commit- 
tee, refused to become a coauthor of a book with him (p. 114). 

Zborowski visited the Dallin family, and eventually admitted to 
them that he had worked for the MVD. 

When he next faced Mrs. Dallin, it was in a hearing room for a 
session of the Internal Security Subcommittee. 

At one point in her testimony Mrs. Dallin said: 


I trusted him. I never doubted about it. And when once 
the rumor came out, I defended him, like everybody defends 
his friend. 


PORTRAIT OF A MASTER SPY 


From testimony and information obtained through all sources avail- 
able to the subcommittee, the staff has prepared a factual statement 
respecting J. Peters, top-level Communist espionage agent who figured 
in the Hiss intrigue and in other American underground operations. 
The subcommittee learned, after the recent uprising in Hungary, that 
Peters is still in that country. The subcommittee believes this to be 
the first coordination and presentation of all the available informa- 
tion on this mysterious individual. For this reason, and also because 
the portrait of a master spy which is thus revealed will help to give 
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insight into Soviet espionage operations in the United States, the 
subcommittee has ordered this staff document printed in full as ap- 
endix II. 


OTHER ESPIONAGE AGENTS 


When Seweryn Bialer first testified before the subcommittee after 
his defection in February of this year from Communist Poland, he 
related his few experiences with espionage.” He said that a Colonel 
Melchior, also known as Melon, had been an outstanding official of 
the Polish military intelligence from 1949 and when he was appointed 
vice consul in New York City. In December 1955, according to 
Bialer, Melchoir had returned to the Polish military intelligence 
department in his homeland (p. 1574). sal P 

Bialer was acquainted also with a captain in Polish military intel- 
ligence who was sent to the United States as a student in an American 
university. His name was Samuel Ehrlich (p. 1574). It could not 
be established by what name he was known here. 

The subcommittee also heard the testimony of Ismail Ege, who 
was, until May 1941, head of the Fourth Section of Soviet Military 
Intelligence. He was called as a witness in the Tass inquiry and his 
testimony in that field appears in part 3, Scope of Soviet Activity in 
the United States. 

The English diplomats, Guy Burgess and Donald Maclean, who 
went over to the Soviet Union in 1951, crossed the paths of the sub- 
committee inquiry. Both Foreign Office officials had served in the 
United States. Burgess served as second secretary to the British 
Embassy in Washington in 1950 and 1951, 

From 1944 to 1948, Maclean was head of the chancery in the British 
Embassy in Washington and was head of the American depart- 
ment of the British Foreign Office in 1950 and 1951 when we were 
transmitting to the British Government our most intimate military 
instructions on the course of the Korean war and the policy to be 
pursued there. It has frequently been charged by Gen. Douglas 
MacArthur and others that the Chinese Communists would not have 
crossed the Yalu unless they had known of our agreement with the 
British not to retaliate. While here, Maclean served on a British- 
Canadian-American Atomic Energy Policy Board. 

During ‘the year, the subcommittee obtained from Vladimir M. 
Petrov, the Soviet MVD resident agent in Australia who defected 
on April 3, 1954, a sworn deposition which alleged that Burgess 
and Maclean had been secret Soviet agents while with the British 
Foreign Office. Petrov, who had acted in Australia for the secret 
police under cover of third secretary of the Soviet Embassy, told the 
subcommittee that he had been told there was a special section in 
Moscow devoted solely to the great quantities of material supplied by 
Burgess and Maclean. According to. Petrov, after their defection 
they became advisers to the Soviet foreign office. 

Petrov’s sworn statement to the subcommittee read : 


I, Vladimir Mikhailovich Petrov of Sydney in the State of 
New South Wales do hereby solemnly and sincerely declare 
as follows: 


7Bialer was a specialist in propaganda and his testimony on his experiences in that 
field appears in sec. IX of this report. 
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1. Prior to the third day of April, One thousand nine 
hundred and fifty-four I was a member of the diplomatic 
staff attached to the Soviet Embassy Canberra where my 
position was that of third secretary and M. V. D. Resident. 
On the third. day of April, One thousand nine hundred and 
fiftv-four, I left the Soviet Service and voluntarily sought 
and was granted political asylum in Australia. 

2. My M. V. D. assistant in the Embassy was Filipp 
Vasilievich Kislitsyn whose diplomatic rank was second 
secretary. 

3. In the middle of September, One thousand nine hundred 
and fifty-three, Kislitsyn came into the M. V. D. office in 
Canberra with a smile of pride and satisfaction on his face. 
At the time he was carrying a newspaper which contained a 
report on the disappearance of Mrs. Maclean and her children 
from Lausanne on the eleventh day of September, One 
thousand nine hundred and fifty-three. 

1. Kislitsyn said, “So it has come off at last. I knew about 
this business. It has happened just as we planned it. I must 
cable Moscow to ask if they want the Australian press reports 
about it.” 

5. My wife Doosia as M. V. D. cipher clerk sent off the 
cable and presently received Moscow's reply asking for all 
important press references. 

6. When my wife and I arrived in Australia in February, 
One thousand nine hundred and fifty-one, we had never 
heard the name of either Burgess and Maclean, nor were we 
aware of their existence. When the Australian press on the 
eighth day of June, One thousand nine hundred and fifty-one, 
published reports of their disappearance on the twenty-fifth 
day of May of that year we knew nothing about the matter 
which had no bearing on our own special sphere of duties. 

7. However as I was Kislitsyn’s M. V. D. chief in Australia, 
I insisted on knowing the background to his cables about Mrs. 
Maclean, and he gave me the following account of what he 
knew about Burgess and Maclean: 

(a) Burgess and Maclean were long term agents who had 
each been independently recruited to work for Soviet Intelli- 
gence in their student days at Cambridge University. 

(+) Their flight was planned and directed from Moscow, 
and Kislitsyn was present during the planning of the escape 
operation. ‘The reason for their flight was that they had 
discovered that they were under investigation by the British 
Security Service. 

(c) Kislitsyn had been in personal touch with the work 
of these two agents over a period of years. At the end of 
the war he had been posted to the Soviet Embassy in London 
as M. VY. D. cipher clerk, and himself handled the material 
supplied by Burgess. At this time Burgess was bringing out 
briefcases full of Foreign Office documents, which were pho- 
tographed in the Soviet Embassy and quickly ie to 
him. 
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(d) Kislitsyn used to encipher the more urgent informa- 
tion and cable it to Moscow; the rest he prepared for despatch 
by courier in the diplomatic bag. 

(e) While he was in England Kislitsyn never saw either 
Burgess or Maclean. However, he knew the Soviet official 
who was in contact with Burgess and who used to return to 
the Embassy with muddy clothes after his meetings, which 
evidently took place at some obscure country rendezvous. 

(7) Kislitsyn was in London from 1945 until 1948 when he 
was recalled to Moscow. There after a year on an intelligence 
training course in which he specialized in English, he was 
appointed to the First Directorate of the Committee on Infor- 
mation, where he was put in charge of a special one-man sec- 
tion of the top-secret archives. 

(7) This section was devoted solely to the great quantity 
of material supplied by Maclean and Burgess. Much of it 
had not even been translated or distributed to the Ministries 
concerned, but Kislitsyn used to show particular files and 
documents to high-ranking officials who visited his section 
for the purpose. 

(h) When Burgess and Maclean discovered that they were 
under investigation by British Security, they reported it 
to their Soviet contact in the utmost alarm. 

(i) Kislitsyn was then in Moscow and attended the confer- 
ence of senior M. V. D. officers called to discuss the possi- 
bility of getting these agents out of danger to the safety of 
Soviet territory. 

(7) Among those present were Colonel Raina, Chief of 
the First Directorate (dealing with Anglo-American terri- 
tories) in the Committee of Information, and Gorsky, who 
succeeded Raina in that post. 

(%) At this conference, the perils of the proposed operation 
caused much misgiving and many plane were put forward 
and rejected. Kislitsyn mentioned that the route finally 
chosen included an air passage over the border into Czecho- 
slovakia. 

(Z) Kislitsyn met them for the first time on their arrival in 
Moscow from London. He often visited them at the com- 
fortable house on the outskirts of Moscow where they were 
accommodated, and he was the officer responsible for their 
maintenance and welfare. 

(m) He signed the requisitions for their material needs 
and prepared plans for the best exploitation of their services. 
He told us that when he last saw them, they were supplied 
with the best of everything, were in good health, but were 
missing their families. 

(n) At that time they were acting as advisers to the Soviet 
Ministry of Foreign Affairs on Anglo-American matters. 

(0) Kislitsyn was aware of the second plan, to get Mrs. 
Maclean to Moscow, and recognised some of the details when 
he read in the Austrailian newspapers of its successful 
execution. 
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(p) Kislitsyn said that it had been intended that Soviet 
officials in London should get in touch with Mrs. Mac lean on 
the matter, but that they became too apprehensive about 
British Security measures to risk making contact. Later, 
after she went with her mother and her three children to live 
in Geneva, she was in touch with an M. V. D. representative. 

(7) When Kislitsyn left Moscow for Australia at the end 
of One thousand nine hundred and fifty-two he handed over 
his special section to Sadovnikov who had previously been the 
M. V. D. Resident in Canberra. 


The subcommittee thereafter held a number of closed sessions at 
which American citizens testified to the activity of Maclean and 
Burgess in the United States. These hearings were designed to de- 
termine the possible involvement of our people here. The subcom- 
mittee has the identity of a long series of individuals who were inti- 
mates of the pair here. In this connection, we obtained the desk pad 
of Alger Hiss which revealed that Hiss had had a date at the British 
Embassy with Maclean on September 14, 1946. The inquiry is 
continuing.® 

In virtu: lly all of the work of the subcommittee in this field of 
espionage, the subcommittee encountered the activity of the Federal 
Bureau of Investigation. That Bureau continued to reflect an aware- 
ness of the seriousness and of the formidable nature of the Soviet 
threat to our existence and reacted accordingly. The Federal Bureau 
of Investigation, however, cannot inform Congress on the nature of 
the evidence of Soviet espionage that it possesses. It is the function 
of that Bureau to compile information that relates to security and 
transmit it, without evaluation and without recommendation, to the 
executive agencies of our Government. The Federal Bureau of Inves- 
tigation cannot expose and cannot force action once it has passed on 
the results of its investigation. 

Moreover, as stated earlier, it is the function of a congressional com- 
mittee to ascertain the facts, even though they not be now proscribed 
by law. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions, which have resulted from its activities and deliberations in 1956. 


ConcLUSIONS 


Accreditation to a diplomatic or semidiplomatic position frequently 
has been given to members of the Soviet secret police as a “cover” for 
their real objectives in the United States. 

Soviet diplomatic and consular personnel, and Soviet personnel 
assigned to international organizations, have improperly and ille- 
gally interfered with the internal affairs of the United States. 


SIsaac Don Levine, the author, testified on June 6, 1956, that the former Soviet 
intelligence officer, Gen. Walter Krivitsky, had told him prior to his death in Washington 
in February 1941 that there were two secret Soviet agents operating in England, one a man 
named King in the Imperial Code Room and another, a Scotsman, in the British Foreign 
Office, at the time of the Hitler-Stalin pact. Mr. Levine so informed a skeptical British 
ambassador in Washington who nonetheless initiated a surveillance and his government 
later arrested, tried, and found guilty Capt. John Herbert King. He was sentenced to a 
10-year term. After Mr. Levine’s testimony, the British Government acknowledged the 
hitherto secret sentence. 
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Communists and other Soviet agents engaged in illegal subversive 
activity have been frequently successful in concealing such activity, 
sometimes for many years. 

Communists and other Soviet agents have escaped punishment for 
illegal subversive activity by concealing it until after the statute of 
limitations had run on their offenses. 


RECOMMENDATIONS 


The Congress should enact legislation to suspend the running of the 
statute of limitations, in all cases involving communism and sub- 
version, until the offense is known to United States law-enforcement 
authorities. 

The Government of the United States should take steps to limit 
more effectively the movements and activities of Soviet and other 
Communist diplomatic and semidiplomatic personnel in this country. 

The Congress should by law require that any Soviet alien who has 
entered the United States with diplomatic or semidiplomatic status 
shall disclose to the Department of State any connection he may have 
had at any time with the espionage service or secret police of any Soviet 
or Soviet-dominated nation. 

The Congress should by law make it a criminal offense for any alien 
to enter the United States on a diplomatic passport under an alias 
or any name other than his own true and full name. 












Secrion III 


COMMUNIST PENETRATION OF GEOGRAPHICAL 
AREAS AND UNIONS 


During the year, the subcommittee was led, by the accumulation 
of its evidence, into the cities of Honolulu and New Orleans. In 
these cities it found a considerable concentration of Communist 
strength, which in the case of Hawaii, led into labor unions. There 
was evidence of such infiltration in still other cities which could not 
be pursued. 


Communist Activiry In Hawa 


Late in November, the subcommittee went to Honolulu to hold 
hearings on the nature and scope of Soviet penetration of the Ha- 
wailian Islands. The testimony it had taken on Communist influences 
on the Nation’s waterfronts preceded this undertaking and really 
compelled the trip. Victor Riesel, the labor columnist, speaking from 
his visits to Hawaii and from his experiences in the labor movement, 
had told the subcommittee that a Communist-dominated union, the 
International Longshoremen and Warehousemen’s. Union, “is able to 
shut off all entrance to and egress from the islands except, of course, 
by air.” 

Speaking of Harry Bridges, the head of that union, hesaid : 

Mr. Riesev. He and his union control the workers on the 
great plantations, which he has also shut down from time to 
time and has thoroughly hurt the economy. At any given 
moment, should he decide to call a strike, the structure of the 
union is such that he has the power through his lieutenant, 
Jack Hall. He could not only shut the port, but close down 
the entire economy by calling an agricultural strike on the big 
plantations of the islands. 

Bridges has not been satisfied with just controlling the ports 
and the agricultural economy of the islands, but has begun to 
take in Government workers into his union of waterfront and 
longshoremen. 

It is now quite probable that he will have the same influence 
in Government offices that he has amongst the waterfront and 
plantation rank and file. 

Mr. Morrrs. Now, does the Bridges lifeline to Honolulu go 
from San Francisco ¢ 

Mr. Rresex. Yes, the command is in San Francisco, and no 
one should make any mistake about that. It is in the hands of 
Harry Bridges who takes, of course, considerable advice from 
Louis Goldblatt and is entirely concentrated with interna- 
tional headquarters in San Francisco. 
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Mr. Morris. Now, what control does Bridges exercise over 
the port of San Francisco? 

Mr. Riese. He could do the same in the port of San Fran- 
cisco that he could do in Honolulu or elsewhere in the Ha- 
waiian Islands. He could shut the port down. And in fact 
has proven that, but he is the boss of the waterfront and 
warehouse workers in San Francisco and therefore able, at 
either end of the lifeline from Hawaii to California, to im- 
mobilize it so it would take the military forces of the United 
States to actually keep them open and alive should he decide 
to call a strike at any one strategic moment. 

Mr. Morris. And do you consider that this poses a threat 
to the internal security of this country ? 

Mr. Riesex. I certainly do. And I have considered it such 
for a long time, and for a long time have tried to bring out 
thestory. That is one of the reasons why I stopped in Hawaii 
and why I spent practically all my time talking to labor lead- 
ers in the islands. 


We further learned that Harry Bridges was working to establish 
a foothold in eastern and gulf ports and in the Halls of Congress. 
His New York representative was Irving Velson, his New Orleans 
organizer was Andrew Steve Nelson, and Jeff Kibre was his legislative 
representative in Washington. In the course of our investigation we 
learned that they were Communists. We planned to subpena all 
three, but in the case of Nelson, the Department of Justice moved first 
and indicted him and he was convicted of false swearing on a Taft- 
Hartley non-Communist affidavit on September 6, 1956. 

When Velson was called before the subcommittee on July 12, 1956, 
he testified that he was and had been a representative of the Interna- 
tional Longshoremen and Warehousemen’s Union since 1954, and 
that he reported on activities in the New York Harbor area to Bridges 
and had conferred with Bridges in San Francisco 2 or 3 weeks before. 
In response to a series of questions about the subcommittec’s evidence 
regarding his Communist affiliations, he asserted his fifth-amendment 
privilege. When specifically asked if he were presently a member of 
the Communist Party or if he had been a member of the Communist 
Party as far back as the 1930's, as the evidence indicated, Velson 
declined to answer on the grounds that it might tend to incriminate 
him. 

When Kibre was called before the subcommittee on June 21, 1956, 
he testified that he was and had been the Washington representative 
of the International Longshoremen and Warehousemen’s Union 
since 1953 and had been, for many years before, an official of the 
Fishermen’s Union on the west coast until its merger in 1950 with the 
International Longshoremen and Warehousemen’s Union. To all 
questions regarding Communist affiliations or Communist Party mem- 
bership, including his use of an alias, Kibre declined to answer on the 
ground of self-incrimination. 

Additional witnesses who are presently active on the New York 
waterfront with Velson and Kibre of the International Long- 
shoremen and Warehousemen’s Union were heard by the a 
committee, and all of them declined to answer questions regarding 











INTERNAL SECURITY—1956 REPORT 35 


Communist Party activity and membership on grounds of self- 
incrimination. f 

It was apparent to us that the trail to the head of this octopus that 
was reaching out to enmesh our ports led to San Francisco where the 
International Longshoremen and Warehousemen’s Union. had its 
headquarters. Its president, Bridges, not only controlled the organ- 
ization of all the longshoremen in that great port but his dominion 
reached to most west coast ports and out into the Pacific to Honolulu 
and the six main Hawaiian Islands. 

Hearings were accordingly held in Iolani Palace in Honolulu from 
November 30 until December 6, and 5 Senators from our subcommit- 
tee sat through 9 sessions that proved to be most revealing. 

As soon as the announcement of the hearings had been made by the 
chairman, Bridges declared that he would call the 24,000 members 
of his union off their jobs while the hearings were in progress. He 
also boasted that he would stage a demonstration when the chairman 
arrived on the islands. Bridges subsequently downgraded his boasts 
and the demonstration that was held on the palace grounds featured 
only a few hundred participants led by Bridges and his lieutenant, 
Jack W. Hall. The subcommittee could not accurately determine 
whether the driving rainstorm that descended on the islands that 
day or a resistance to their leadership kept down the size of the 
demonstration. According to newspaper reports the sporadic walk- 
outs that occurred involved no more than 6,500 workers on all islands 
and as far as we could determine only 1 ship was not loaded on 
schedule and even that was delayed only 1 day. 

The subcommittee had had the advantage of a briefing on the status 
of Communist influence in the islands before going to Honolulu. The 
chairman of the Territorial Commission on Subversive Activities, 
William B. Stephenson, had given subcommittee counsel, on 
October 5, a summary of Communist strength as it existed there in 
1955. This indicated that the Communists had three main sources 
of power on the islands: the ILWU, the United Public Workers, a 
union organizing Territorial government workers, and the Honolulu 
Record, a newspaper of over 3,000 circulation. 

The subcommittee issued more than 30 subpenas and asked 10 other 
persons to testify. A subpena duces tecum was issued at the outset to 
the chairman of the commission, Mr. Stephenson, directing him to turn 
his files over to the subcommittee. Subsequently subpenas were issued 
for the books, accounts, and records of the ILWU and the UPW and 
to other firms. All of these records are now under continuing study 
by the staff of the subcommittee. Accountants for the ILWU supplied 
information under the terms of this subpena which indicated that 
the union had spent $109,970.15 for the defense of Jack Hall during 
his trial for violation of the Smith Act. 

The subcommittee learned during these hearings that Hawaii occu- 
pies a most strategic position in the vast Pacific. More than 2,000 
miles from California and the north Pacific ports, Honolulu is our 
only substantial port east of Guam, which is more than 2,000 miles 
west of Hawaii. Its destruction, capture, or neutralization would 
create a port vacuum which would seriously incapacitate commerce 
and shipping to Asia and its island republics. Hawaii was the prin- 
cipal staging, replenishing, repair, and communications area for the 
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military during World War II and is now the headquarters of our 
Pacific Fleet and Pacific Area Command. 

At the same:time Hawaii is almost completely dependent on ocean- 
borne commerce and must import most of its needs from the main- 
jand. Virtually its only products are sugar and pineapples. 

We learned from the hearings that the ILWU has organized the 
longshore workers on the islands, who number about 2,000, as well as 
all the sugar and plantation workers on the islands to a number in 
excess of 20,000. ‘Thus the workers in the most vital of all of Hawaii’s 
lifelines are now organized by the Bridges union. 

Furthermore, an intimately related union, the United Public Work- 
ers, with a growing membership in excess of 2,000, is trying to organ- 
ize the Territorial government workers such as public employees who 
work in the fire departments of the various islands, the sheriff offices, 
hospitals, and waterworks. Into this three-headed union empire have 
been absorbed such variegated workers as taxi drivers and those in 
bakeries and used-car establishments. 

At the head of this dominion is Harry Bridges, frequently the 
object of prosecutive or deportation action of the Department of 
Justice. k native of Australia, he was the object of deportation 
proceedings by the Immigration Service which contended that he was a 
Communist when he was naturalized and denied that fact while 
taking his naturalization oath. In 1951, a Federal jury convicted 
him of a fraud that consisted of his denying Communist Party mem- 
bership which the Government established. This conviction was 
upheld by the circuit court of appeals but was reversed by a 4 to 3 
decision of the Supreme Court that ruled that the statute of limitations 
had run out on the crime. 

The hearings brought out that Louis Boris Goldblatt, the secre- 
tary-treasurer of the ILWU, was the representative of the union to 
the International Convention of the World Federation of Trade 
Unions in Marseilles in 1950. While acting in that capacity, Goldblatt 
stopped off in London but was expelled immediately by the British 
Government as an “international Communist agent.” 

The ILWU union that holds sway in Hawaii is local 142. The 
Territorial director is Jack W. Hall who was convicted in 1953 by a 
Federal grand jury for “conspiring (1) unlawfully, willfully, and 
knowingly to advocate and teach the duty and necessity of overthrow- 
ing the Government of the United States by force and violence and 
(2) unlawfully, willfully, and knowingly to organize and help or- 
ganize the Communist Party of the United States of America, a so- 
ciety, group and assembly of persons who teach and advocate the 
overthrow and destruction of the Government of the United States 
by force and violence.” His case is currently on appeal before the 
ninth circuit but since his conviction he has been carrying on the 
affairs of the union without interruption. He has been allowed to go 
to the mainland where he has had commerce with Bridges and the 
other Communist leaders of the ILWU. 

The subcommittee subpenzed none of these three top officials, al- 
though it did prepare a subpena for Goldblatt in October because it 
realized that he would be involved in the hearings and because Bridges 
announced that he and the top international officers of the union would 
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attend the hearings of the subcommittee. Goldblatt did not appear 
in Honolulu while the subcommittee was there.* 

The subcommittee did subpena the secretary-treasurer of Local 142, 
Newton Miyagi, its public-relations director, Robert McElrath, its 
educational director, David E. Thompson, its principal representa- 
tives on Kauai and on Maui, as well as its international representative 
and other officials. The subcommittee had evidence that all 
of these were Communists. However, when questions were directed 
to the witness setting forth the details of this evidence, such as his 
attendance at specific cell and branch meetings, in every instance each 
of these invoked his constitutional privilege against self-incrimination 
under the fifth amendment. 

Five of the strike and work stoppages or walkouts by the [LWU 
were analyzed before the subcommittee. There was the 6-month 
waterfront strike in 1949 that completely immobilized the islands; the 
walkout conducted by the union in 1950 when a Federal judge had 
remanded Bridges to jail because he had violated his bail; the 4-day 
walkout in 1953 during the Korean war when Jack Hall was convicted ; 
the walkout from bargaining negotiations in May of this year by the 
ILWU because Secretary of Labor James Mitchell had set foot on 
the islands after having made what Bridges thought to be a dispar- 
aging remark about thé leadership of the union, and finally the demon- 
stration against this subcommittee for its inquiry. 

All except the first of these were found to be patently political, 

The first strike—the 6-month shutdown of 1949—began on Ma 
Day of that year and was shown to have occurred in concert wit 
strikes of other Communist-dominated dockworkers’ unions all over 
the world. The subcommittee has not as yet drawn any conclusion 
about this strike. 

It did take testimony from Ronald Jamieson, a Honolulu lawyer 
and former judge, who had acted as a conciliator between the pine- 
apple plantations and the union during a pineapple strike in 1951. 
Jamieson testified that Louis Goldblatt had told him that particu- 
lar strike was born out of a hatred for the company; that most of the 
strike committee had been trained by the Huks (the Philippine Com- 
munist terrorists) and that the ILWU would reduce the island of 
Lanai to volcanic ashes. Jamieson set forth these as reflections of 
Communist direction of the union which were inconsistent with even 
the most militant legitimate union demands. 

The evidence indicated that the ILWU was able to exercise an 
influence over the Territorial legislature and over politics in general. 
The union was shown to have used its influence to support anil to op- 
pose candidates for election. Former Gov. Ingram M. Stainback tes- 
tified that the ILWU sent a group to Washington to lobby against 
his reappointment because of his anti-Communist utterances and 
actions.? 

It was brought out in testimony that the speaker of the Territorial 
house of representatives sent his gavel, via the secretary-treasurer of 


1A few days later Mr. Goldblatt appeared before the House Un-American Activities Com- 
mittee on the west coast at which time Goldblatt refused to answer under claim of privilege 
under Mad fifth amendment questions relating to his present or past Communist Party 
mempbersh Pr. 

2In 1956, according to ILWU figures supplied the subcommittee, that union spent 
$14,635.04 during the political campaign. 





38 INTERNAL SECURITY—1956 REPORT 


the local, Newton Miyagi, one of the subcommittee’s witnesses who 
claimed privilege, to the ILWU convention in Long Beach in 1955 
where it was ceremoniously presented to Harry Bridges amidst loud 
applause. 

It was such acts as this that the subcommittee found brought pres- 
tige to the ILWU in the community. ‘Testimonial dinners were held 
by the ILWU for Jack W. Hall during the present year on several 
of the islands. They were calculated to honor Hall as an individual 
even though he stands convicted of violating the Smith Act. They 
were attended by representatives of industry and management and 
even by the Territorial attorney general and members of the Terri- 
torial legislature. 

These incidents, together with the 314-year delay of the circuit 
court in deciding the appeal of Hall, acc ording to ‘witnesses * all had a 
demoralizing effect on the community in general and tended to make 

eople feel that Communism cannot be too bad if the Federal courts 
in the Hall case, the Territorial house of representatives in the gavel 
case, and a top Territorial official and legislators and some manage- 
ment representatives in the case of the testimonial dinners all took 
their respective positions therein. 

The subcommittee found that the ILWU spends approximately 
$200,000 a year on propaganda, much of which consistently follows 
the Communist pattern. The union maintains almost a score of 
lending libraries all heavily stacked with books by Communist au- 
thors and Communistic in content. Communist propaganda is mailed 
by the union to schools, schoolteachers, newspapers, and into every 
stream of island life. 

The subcommittee learned, during the hearings, that the Territory 
of Hawaii’s Commission on Subversive Activities had proved to be 
an effective force in collecting the facts of the Communist penetration 
of the islands. The chairman and members of the Commission are 
appointed by the Governor, who is now Samuel Wilder King, but its 

appropriation derives from the legislature. At the time of the hear- 
ings, the Commission was inactive, because it had run out of funds. 
The last legislature had appropriated only $20,000 for a 2-vear period. 

All of this is linked intimately with ‘the output of the Hono- 
lulu Record, a weekly newspaper with a circulation of over 3,000. 
The subcommittee subpenaed the two principal stockholders and two 
columnists. The chief stockholder, Edward Rohrbough, was a for- 
mer OWI employee in China who later acted as a newspaperman with 
the Chinese fourth route army. Wilfred Oka, a columnist, had 
been secretary of the Oahu County committee of one of the principal 
political parties. The subcommittee had evidence that all four were 
Communists, and they put no denials in the record but instead invoked 
their privilege under the fifth amendment. The editor, Koji Ari- 
yoshi, was not called as a witness, as the subcommittee did not wish 
to jeopardize his pending appeal from a Smith Act conviction. There 
was evidence indicating that the Honolulu Record was not only used as 
propaganda on the islands but had also been sent abroad in quantities 
to Communist countries, notably Red China. The subcommittee 
learned earlier this year that Communist leaders in satellite countries 





2 Territorial Senator Benjamin F. Dillingham and Dr. Lyle G. Phillips, director of IMUA, 
the Hawaiian Residents Association. 
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use American Communist propaganda to great advantage in holding 
captive their people because they can present it as the voice of the 
American Worinaenian or of an American publication. 

Of particular interest to the subcommittee was the fact that the 
Honolulu Record acted as the distributing agent for the China Month- 
ly Review, the officers of which have been recently indicted in San 
Francisco. The subcommittee took the testimony of Theodore Eman- 
uel, the executive of the Territorial Commission, who testified that 
he had purchased two issues of the China Monthly Review at the 
liquor store of Wilfred Oka. The subcommittee directed that the 
transcript be transmitted to the Department of Justice to determine 
if there has been a violation of the Foreign Agents Registration Act. 

During the course of the hearings Irving Fishman of the Customs 
Division of the Treasury Department testified to the great quantity 
of Communist propaganda that daily flows into Honolulu from the 
Soviet Union, Red China, and other satellites. He stated that a 
sampling of roughly one-tenth of the islands’ post offices revealed that 
364 parcels with 2,376 pieces were detected en route from Communist 
countries abroad to Honolulu, during a recent 2-month period. On the 
morning he testified he intercepted a packet from Communist Hun- 
gary and others from various Soviet countries. Among recipients of 
this Communist propaganda—all designed to further Soviet pur- 
poses—were ILWU officers, the ILWU Library and the Honolulu 
Record and its individual editors. 

The subcommittee heard the testimony of the leaders of the United 
Public Workers. When asked about the subcommittee’s evidence of 
their membership in the Communist conspiracy Henry Benjamin 
Epstein, director, and Max Roffman, organizer, availed themselves 
of their privilege against incrimination. This union is obviously an 
adjunct of the ILWU, using the same building and engaging in the 
same associations, 

During the hearings, it became apparent that some of the persons 
who had claimed privilege before other tribunals had evolved suffi- 
ciently away from their Communist past to answer questions. When 
they were subpenaed they answered readily, but earnestly besought 
the subcommittee not to call them publicly. From them the subcom- 
mittee learned that these 4 people had knowledge, individually, of 
from 20 to more than 150 Communists down into the 1950’s. Terminal 
dates of their membership were not given to preserve their identifica- 
tion from the Communists. 

The five Senators who conducted the hearings under an arrangement 
of rotating chairmen made the following tentative summation after 
the last hearing: 





The inquiry to date leads us to the conclusion that persons 
whom our evidence shows to have been Communists are act- 
ing in concert in a present day conspiracy to further Soviet 

yurposes on these islands. These people are being constantly 
infused with Communist propaganda from the Soviet Union 
and the Iron Curtain countries. These conspiratorial forces, 
by their control of the ILWU and of the UPW, exercise a 
farflung influence on the islands. They are in a position to 
choke off the flow of all oceanborne commerce on which these 
islands depend. They can, with the turn of purely political 
88974—57——4 
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winds, disrupt the entire economy of the islands. The 
exercise an influence on the political life of the islands that is 
significant. 


THE COMMUNIST PARTY ORGANIZES IN A MAJOR CITY: 
NEW ORLEANS—A CASE STUDY 


Realization that a Communist Party cell was actively operating in 
New Orleans came as a distinct shock to many residents of that gulf 
coast port last April. 

As one newspaper put it: 


Many have been accustomed here to thinking of Commu- 
nism as a distant danger—something to read about in stories 
with faraway datelines. Yet a moment’s sober thought 
should teil us that New Orleans—one of the Nation’s major 
ports and a great crossroad of culture and commerce—is a 
most obvious target for the promoters of a worldwide con- 
spiracy.* 

The jolt came when the Internal Security Subcommittee hearings 
held up to light some local Communist activity, and added a mass of 
documentary evidence to show its conspiratorial nature. 

More than that, it proved to be a good object lesson to similarly 
lulled communities all over the Nation. The hearings demonstrated 
Soviet techniques used to move into a typical American city. It is 
only reasonable to expect that such methods may also be in use in other 
cities. 

What are those methods? They were summed up compactly by 
Chairman Eastland at the conclusion of the New Orleans hearings: 


* * * an active Communist underground movement, small 
but coordinated, that has sought to infiltrate labor unions, the 
churches, farmer organiz: itions, parent-teachers associations, 
the channels of public opinion, and other streams of influence 
in our society. Our sessions here to date reveal the con- 
spiratorial nature of the Communist organization, the resort 
to aliases, the use of code names, evasion of legal process, the 
fabrication of birth records, of social- security records, and 
other practices, that are designed to conceal from legal au- 
thorities and from the American people the purposes of the 
Communists (p. 713). 


()PERATION New ORLEANS 


The hearings held in New Orleans in April 1956 disclosed how the 
Communist Party, USA, through conspiratorial methods and trained 
agents sent in from outside, has succeeded with the aid of Communist 
organizations both here and abroad, in penetrating the labor unions, 
the churches, farmers’ organizations, schools, parent-teachers associa- 
tions, the press, television, political parties, and Negro organizations 
of this great southern seaport and the State of Louisiana. 


* New Orleans Item, April 8, 1956. 
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Some time ago J. Peters, in his authoritative work “The Communist 
Party—A Manual on Organization,” made clear the Party’s practice of 
sending out its “professional revolutionist” who, he declared, must be 
“ready to go whenever and wherever the Party sends him.” In New 
Orleans, the heart of the Southland, we found an impressive demon- 
stration of the effectiveness of this technique. 

And who were the individuals used to put the plan into motion? 
The subcommittee examined 10 witnesses who declined to say if they 
had been members of the professional branch of the Communist Party 
in New Orleans. Another witness declined to say if he was district 
organizer for the Communist Party in New Orleans. 


ROVING PERSONNEL 


The members of this ramified underground operation were drawn 
from various parts of the country and from various walks of life. 

Herman Liveright, descendant of a prominent New York family, 
was educated at the Experimental College of Wisconsin in the early 
thirties and floated around in a number of odd jobs for a few years, 
including publishing, motion pictures, and bivseddoauti Accordin 
to New York City official election records, he and his wife circula 
nominating petitions of the Communist Party, USA, in 1939, 1940, 
and 1943. The signatures of both individuals were identified by a 
handwriting expert. We learned that they attempted to rent a post- 
office box at White Plains, N. Y., in behalf of the Westchester County 
Committee for Ethel and Julius Rosenberg, the convicted atomic spies, 
in 1952 (pp. 644-658). 

The subcommittee encountered in its inquiry the information that 
subsequently they were sent by the Party on a confidential mission to 
New Orleans with instructions to remain aloof from any formal or 
open ties with the Party organization in that city. When questioned 
as to these activities in behalf of the Communist Party, Mr. Liveright 
refused to answer, challenging the authority of the subcommittee to 
ask him such questions. He did the same when asked whether he was 
a member of the professional group of the Communist Party in New 
Orleans, whether Communist meetings were held at his home, and 
whether he had made financial contributions to the Party (pp. 497- 
509). 

The subcommittee learned that his wife Mrs. Betty Liveright, 
in addition to circulating Communist nominating petitions, was a 
Communist Party organizer in Queens County, New York City, 
and a stump speaker for the Yorkville Peace Council during the days 
of the Stalin-Hitler Pact (pp. 642-651). Invoking her constitutional 
privilege she refused to challenge the subcommittee’s information that 
she was active in the professional group of the Communist Party of 
New Orleans after her arrival in 1953. 

Richard Feise had a varied career before the designs of the Com- 
munist conspiracy brought him to New Orleans. Born in Madison, 
Wis., he was educated at Baltimore City College and Johns Hopkins 
University. The subcommittee had information that he had been an 
organizer for the Communist-controlled Local 206 of the American 
Federation of Government Employees in Washington, D. C., and the 
Food, Tobacco, Agricultural and Allied Workers of America in 
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Memphis, Tenn. In his application for employment as an economist 
with the War Labor Board he had given Eleanor Nelson, a former 
leader of a Communist group of Federal workers, as a reference. He 
had worked for the United States Government in the National Research 
Project, the Resettlement Administration, and the War Labor Board. 
The subcommittee asked him if, in fact, he became the head of the pro- 
fessional group of the Communist Party of New Orleans. When 
questioned on matters pertaining to his Communist activity, Mr. Feise 
invariably had recourse to the fifth amendment in his refusal to 
answer (pp. ! 588-595). 

Mrs. W mifr ed Feise, wife of Richard, attended the University of 
Chicago from 1935 to 1938, according to our records. The subcom- 
mittee asked if she were, while there, active in the Nato Schilling 
campus group of the Communist Party. In 1950 she was active in 
the Civil Rights Congress in Jackson, Miss., while in 1951 she traveled 
on a mission to Rome, Paris, and other E turopean cities, the nature 
of which she refused to disclose. In fact, she refused to acknowledge, 
under claim of privilege, that she made the trip, though the subcom- 
mittee had all the passport information concerning it. Claiming her 
rights under the fifth amendment, Mrs. Feise refused to give any 
information on the above questions or on her activities in the profes- 
sional group of the Communist Party of New Orleans or her collection 
of funds for such purposes (pp. 610-622). 

Mrs. Pauline Feuer was born in Philadelphia, graduated from the 
Philadelphia Normal School in 1928, but did not receive her bachelor’s 
degree until 1955, when she was studying at Tulane University. She 

taught English in the Moscow Technicum in 1931-32. Several years 
later she taught at the (Communist) Philadelphia School of Social 
Science. Asked whether she was a member of the Communist Party 
when she taught at these institutions or in 1953, she refused to answer. 
invoking the first and the ninth amendments to the Constitution but 
not the fifth amendment. She denied present membership in the 

Party (pp. 622-637). When the Subcommittee directed Mrs. Feuer 
to answer all questions, she again refused. 

Junesh Modianos Jenkins was one of the few natives of New Orleans 
who testified at the hearings. From time to time she was also active 
in Baton Rouge and Mandeville, La. The committee asked Mrs. 
Jenkins whether she had been the organizing secretary and a member 
of the State committee of the Communist Party of Louisiana, but 
the witness refused to answer all questions about this on grounds 
of possible self-incrimination. A photograph showed her attending 
a Party meeting in October 1946, but she declined to affirm or deny 
this on the same ground (pp. 659- 664). 

Grady Jenkins was born in Mississippi. He arrived in New Orleans 
in 1952, after having spent some time as a Communist Party organizer 
in Tennessee, Louisiana, and Mississippi. In 1948 he was active in 
the Communist Party in Houston, Tex., and attended a conference of 
Communist Party leaders in 1950. Questioned on these matters he 
refused to answer, invoking his privilege under the fifth amendment 
(pp. 700-701). 

There was evidence that Hunter Pitts O’Dell was the district or- 
ganizer of the Communist Party in New Orleans. He attended 
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Xavier University of Cincinnati for about 2 years as a pharmacy stu- 
dent. His papers showed that he had been a merchant seaman, a 
laborer, and a cafeteria worker. In 1954, our records show, he worked 
on the Spillway-Harding Airfield in Baton Rouge. He, too, pleaded 
the fifth amendment, but, at the same time, issued a fusillade of abuse 
at the subcommittee, its chairman and its counsel. 

Robert Blanchard, a commercial artist, was born in Quincy, Mass. 
Prior to his arrival in New Orleans he resided at various times in 
New York City and Los Angeles, where there was evidence he had been 
the financial secretary of a Communist Party branch in 1943. The wit- 
ness refused to affirm or deny his present or past party activities, 
pleading his rights under the fifth amendment (p. 742). 


PREPARATORY TRAINING AND DIRECTIVES 


The records of the committee show that Communist agents assigned 
to subvert the ecopomic and social life of New Orleans were given 
ample preliminary training and directives. Hunter Pitts O’Dell, 
for example, would not affirm or deny, lest he incriminate himself, 
that he had attended a Communist Party leadership school in New 
York City in 1950 under Al Lannon and another in Baton Rouge 
in 1955, that he had attended the Southern Regional Convention 
of the CPUSA in New York City on September 24, 1954, or that he 
had been Communist marine organizer on the gulf coast (P. 763). 

Among the papers found, by the persons serving the subcommittee 
subpena, in his room at 2317 Louisiana Avenue, New Orleans, were 
the following specific instructions from Communist headquarters: 


1. Proposals on farm work for Party organization in the South. 

2. Program for southern farmers. 

3. Circular letter dated February 3, 1956, addressed “To All 
Districts,” regarding promotion of the Daily Worker. 

4. Proposals vegiertiens Party registration, cadres, club plans, 
press, education, literature, finances, leadership, etc. 

5. Notes on “How To Detect Propaganda.” 

6. The Southern People’s Common Program for Democracy, 
Progress, Peace made public by the Southern Regional Committee 
of the Communist Party, USA. 

7. Circular letter dated November 4, 1955, addressed “To All 
Districts,” from the National Organization Commission of the 
CPUSA regarding the circulation of the Marxist press. 

8. Proposals on Southern Party Organization—1955-56. 

9. Pamphlet by Liu-Shoa-Chi, member of the Central Commit- 
tee of the Communist Party of China on “How To Be a Good 
Communist.” 

10. “The Communist Position on the Negro Question”— 
pamphlet (pp. 687-690). 


TARGETS FOR INFILTRATION 


As the evidence accumulated in the course of the hearings, the 
committee became impressed with the strong indication that a small 
Communist group had successfully penetrated the social, religious, 
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and economic life of this unsuspecting southern community and that 
it had far-reaching plans for even greater penetration. 

Herman Liveri ght was the program director of WDSU, 1 of 3 tele- 
vision stations in New Orleans (p. 498). 

His wife, Betty, was a coordinator for a television program spon- 
sored jointly by WDSU and Tulane University. She did some actin 
for television programs sponsored by local Advertising agencies, an 
she did her bit for the Parent-Teachers Association (pp. 639-641). 

Richard Feise was former secretary of the Port Travel Service, an 
agency which could be of considerable importance in New Orleans, 
the gateway to Latin America. He became the director of industrial 
relations for Higgins Industries, one of the largest firms in New 
Orleans, manufacturing landing craft for the Navy and other strategic 
materials (p. 588). 

Winifred Feise was a librarian at the Isidore Newman School. 
She assisted her husband at the Port Travel Service. She was vice 
president and later legislative chairman of the Metairie Junior High 
School Parent-Teachers Association (pp. 610-611). 

Pauline Feuer was a probation officer for the juvenile court and 
chairman for national legislation of the Louisiana State Parent- 
Teachers Association (pp. 622, 637). 

Grady Jenkins, refused to answer, under claim of privilege, whether 
he was assigned by the Communist Party to organize tenant farmers 
in Tennessee, Louisiana, and Mississippi, and was associated with the 
Southern Association of Sharecropper, Tenant and Farmer Laborers 
in New Orleans. According to our records he had been expelled from 
the National Maritime Union in 1951 (pp. 700, 701). 

Calhoun Phifer would not answer under claim of privilege, whether 
he had carried on recruiting activity for the Communist Party at 
Tulane University (p. 708). 

Junesh Modianos Jenkins invoked her constitutional privilege in 
refusing to affirm or deny that she had been instructed by the Com- 
munist Party to infiltrate the Parent-Teachers Association and the 
Istoma Baptist Church of Baton Rouge (p. 660). 

However the man at the center of this network in New Orleans 
was apparently Hunter Pitts O’Dell, as shown by the papers found 
in his room, which included the following: 


1. Handwritten application for registration in the Crescent 
City Independent Voters League. 

A list of parents of United States servicemen in Korea. 

3. List of sponsors of the Southern Conference Educational 
Fund. 

4. Handwritten notes: “Night school classes in rural areas are 
forums—very important”; “Targets Dem(ocratic) St(ate) 
Cent(ral) Comm(ittee) * * * Statewide Org(anization) Com- 
m(ittee) for N(egro) Rep(resentative) to D(emocratic) N (ation- 
al) Conv(ention) * * * Negro vote is recognized as a bloc vote.” 

5. Working Rules, General Laborers Union, Local 689. 

6. Notes: “What are the pivotal mass org(anizations) of 
Negro Pry, (1) NAACP, Churches, Civ(ic) and V(oters) 
Leagues * * 
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7. Notes and leaflets on the Montgomery bus strike and the 
Godchaux sugar strike. Literature dealing with the following 
unions: International Longshoremen, United Packinghouse 
Workers of America, Louisiana State Federation of Labor, Na- 
tional Maritime Union, International Longshoremen’s and Ware- 
housemen’s Union. 

8. Leaflets addressed to “Sharecroppers, Tenants, Farm La- 
borers, Small and Middle-sized Farmowners,” issued by the Farm- 
ers Committee, Louisiana District, Communist Party, USA. 

9. Mailing lists for Louisiana: Weekly and daily newspapers, 
broadcasting stations, school principals in St. Landry Parish, 
Methodist ministers, libraries, labor unions, women’s organiza- 
tions in Baton Rouge (pp. 687-694). 


CONSPIRACY AT WORK 


The clandestine character of the Communist organization and its re- 
liance upon conspiratorial methods in New Orleans showed itself in 
numerous ways. In the handwritten notes found in O’Dell’s room 
we found the following illuminating memorandum— 


obj (ect) of sec(urity) today is to conceal from enemy fune- 
tion of p(arty) apparatus. Previously we conceal indi- 
vid(ual’s) whereabouts as well as function of apparatus. 


No member of the group was responsive with the committee in testi- 
fying regarding his alleged Communist activity or affiliations. They 
all refused to answer questions. 

It took the committee 2 weeks to locate Robert Blanchard and 
Hunter Pitts O’Dell after they had abandoned their usual places of 
abode, just prior to service of subpenas on them. 

The following individuals in the group resorted to aliases according 
to committee records, which fact these individuals refused to affirm 
or deny on constitutional grounds: 

Grady Jenkins, alias Louis Pratt, alias Arthur Pratt. 

Junesh Modianos Jenkins, alias Marie Pratt, alias Judy Green, 
alias Mrs. J. W. Green, alias Mrs. Louis Pratt. 

Calhoun Phifer, invoked the fifth amendment on whether or not he 
had ever used an alias. 

Hunter Pitts O'Dell, alias Ben Jones (Social Security card), alias 
John Vesey (Social Security card). 

Robert Blanchard, alias Bill Brount, alias Robert Hammer. 

Certain individuals were instructed to refrain from any open or 
formal ties to the CPUSA and to make contacts through chosen liaison 
individuals and resorted to their privilege when asked to deny such 
instructions. ‘This procedure applied particularly to payment of 
dues and contributions to the Communist Party. 

Newspapers had reported that, on September 1, 1945, Joseph S. 
Feuer, the husband of Pauline Feuer, committed suicide. When the 
subcommittee asked Richard Feise whether he had been sent by the 
Communist Party to gather up all evidence at the Feuer home that 
might be used against the Party and burn the material, he invoked the 
fifth amendment and refused to answer (p. 593). 
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All members of the New Orleans group who were asked to name 
their fellow members or to acknowledge knowing them, consistently 
refused to do so. 

The papers of Hunter Pitts O’Dell contained no list of the full 
names of Party members. The committee did find, however, refer- 
ences to such code names as Irv, Walt, Elaine, Monica, Arabella, Ju 
(p. 688). 

According to the New York Times of August 28, 1953, Robert G. 
Thompson, a Communist leader convicted under the Smith Act and 
a fugitive from anetice, was discovered by the Federal Bureau of 
Investigation in a secluded hideout in the Sierra Mountains near 
Sonora, Calif. Thompson hi id on his person the birth certificate of 
John Francis Brennan, his driver’s license, Social Security card, his 
fishing permit, labor book, union receipt, and Associated Hospital 
Service card. Now, the me ommittee had learned that on November 
11, 1950, the Department of Health of New York City sent to “John 
Francis Brennan, care of Blanchard, 71 West Boulevard, East Rock- 
away, Long Island,” the same John Francis Brennan’s birth certificate. 
But the New York Times of April 12, 1938, reported that Brennan, 
a former member of the Abraham Lincoln Brigade in ene, had 
committed suicide. When questioned on all the e matters, both Mr. 
and Mrs. Robert Blanchard invoked their privilege said self- 
incrimination and refused to answer. We learned, nevertheless, that 
Brennan was Mrs. Blanchard’s brother. The United States post 
office at East Rockaway, N. Y., in a letter dated April 18, 1956, 
acknowledged an order dated September 10, 1951, from Robert 
Blanchard to deliver mail at the above address, 71 West Boulevard. 
A check by the telephone aoennnny showed a listing for Robert 
Blanchard at 71 West Boulevard, East Rockaway, Long Island, in 
the 1950-51 and 1952-53 directories (pp. 1168, 1178). It was thus 
established that the Blanchards had, at one point, applied for and 
received the birth certificate of Mrs. Blanchard’s dead brother, which, 
in time, turned up among the documents seized from a high Com- 
munist leader hiding in the mountains of California. 

Another witness, Mrs. Winifred Feise, refused to affirm ar deny that 
she was asked to surrender passport No. 2349, issued October 15, 1951, 
and that she and her husband went on a mission to Europe for the 
Communist Party (p. 621). 


AID FROM INTERNATIONAL PROPAGANDA APPARATUS 


The little boardinghouse room of Hunter Pitts O’Dell at 2317 
Louisiana Avenue was crammed with Communist literature from Com- 
munist parties in various parts of the world. From the Communist 
Party, U. S. A., and its publishing house, New Century Publishers, 
came the works of William Z. Foster, Joseph Clark, Louis Weinstoc k, 
Claude es Elizabeth Gurley Flynn, Bernard Burton, Pettis 
Perry, Edward E. Strong, Herbert Aptheker, Doxey A. Wilkerson, 
Gus Hall, and James S. Allen, all well-known Party leaders. World 
Communist parties represented in the publications in the O’Dell col- 
lection included China, Czechoslov akia, Great Britain, India, Hun- 
gary, Rumania, Africa, Belgium, Poland, and, of course, the Soviet 
Union. 
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Both national and international front organizations were repre- 
sented, including (nationally) the National Negro Labor Council, 
National Gua rdian, China Trade Facts, National Gouncil of American 
Soviet Friendship, Facts for Farmers, Southern Conference Educa- 
tional Fund, Freedom, Labor Youth League, Jefferson School of 
Social Science, Civil Rights Congress, and (internationally) the Inter- 
national Union of Students, International Association of Democratic 
Lawyers, World Federation of Trade Unions, Peace Conference of the 
Asian and Pacific Regions, World Federation of Teachers, Soviet 
Literature, New Times, and VOKS (pp. 688-693). 


AMERICAN COMMUNICATIONS ASSOCIATION 


In 1951, the Internal Security Subcommittee held extensive hearings 
on the American Communications Association.’ In those hearings, 
the subcommittee received substantial evidence of the Communist con- 
trol of this labor organization. The American Communications As- 
sociation, which was expelled from the CIO in 1950 as a Communist- 
dominated union, even now remains the certified bargaining agent for 
approximately 5,000 employees of the Western Union Telegra »h Co. 
in the metropolitan area of New York City and the RCA ‘Cables in 
New York City. 

The main office of most of these employees is in the Western Union 
Building at 60 Hudson Street, New York City. Telegraph circuits to 
all major cities in the United States terminate or relay through this 
building. Telegraph messages of all kinds are handled by employees, 
the majority of whom are members of and under the control of the 
American Communications Association. Many of these messages are 
Government messages from the United States Army Signal Center and 
from Navy and Air Force installations and all types ‘of Government 
offices. Expressed in 1953, in a letter from the Gicedaadanes chair- 
man to the chairman of the Senate Labor Committee, was the unani- 
mous conclusion of the Internal Security Subcommittee that this par- 
ticular situation posed a threat to the internal security of the United 
States. 

By way of reexamining this situation to determine whether this 
threat still continued, the subcommittee recently heard testimony from 
an official of the Commercial Telegrapher’s Union and an official of 
the Western Union Telegraph Co.® This testimony developed that 
there has been no perceptible change in the political complexion of the 

American Communications Association nor in the top leadership of 
the organization, and that as a result of recent elections the American 
Communications Association has been again certified by the National 
Labor Relations Board as the bargaining agent for the Western Union 
employees in New York City. 

The members of the American Communications Association handle 
messages of both domestic and international termination over land tie 
lines and cables dispatched on the circuits of m: any of the most vitally 
import: ant departments of our Government including the Pentagon 
and State Department. The inherent peril to national security lies 
not only in the access by A. C. A. organizers to such governmental 
circuits carrying classified information but, equally important in time 


5 Hearings on Subversive Infiltration in the Telegraph Industry, pts. 1 and 2. 
ue hearing on Scope of Soviet activity in the United States, November 21, 
56. 
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of conflict, is the possibility that well placed acts of sabotage could 
cripple seriously substantial portions of our communication system. 
Notwithstanding that the overwhelming majority of the me smbers of 
this labor organization are loyal and patriotic Americans, the fact that 
a Communist leadership controls the policy of the Union presents an 
indisputable present danger. 

The existence of the above evidence points up the urgent and compel- 
ling necessity for immediate action in the present: tion of this case be- 
fore the Subversive Activities Control Board so that a determination 
may be reached under the provisions of the Communist Control Act 
to preclude this Communist controlled labor organization from acting 
in the capacity of bargaining representative in a vital defense industry. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions which have resulted from its activities and deliberations in 1956. 





CONCLUSIONS 


Persons in Hawaii who have been shown to be Communists are 
acting in concert in an active conspiracy to further Soviet purposes in 
these islands. 

These conspiratorial forces, by their control of the International 
Longshoremen and Warehousemen’s Union (ILWU) and United 
Public Workers (UPW), are in a position to choke off the flow of all 
oceanborne commerce upon which the islands depend, and exercise 
a significant influence on the political life of the islands. 

Unions under the domination of unregenerate Communists have 
a monopoly in handling cargo shipped from all our western ports and 
through our lifelines on the vast Pacific and on the Hawiian Islands. 

The measure of control exercised by the ILWU, as presently con- 
stituted, over the economic life of Hawaii, is a serious threat to the 
internal security of the United States. 

Important sources of funds for Communist purposes include Com- 
munist fronts and Communist-dominated unions which operate under 
tax exemptions. 

Funds of Communist-dominated unions have been used for Com- 
munist purposes. 

Unions under Communist control now organize workers who man 
important national and international communication wires to and 
from our Defense Department and other Washington Government 
offices. 

There are Communist-dominated unions active in other vital defense 
industries. 

In view of Communist policies respecting concealment or discon- 
tinuance of Communist Party membership by individuals engaged in 
certain types of subversive activities, provisions of the Communist 
Control Act which prevent consideration of all available evidence in 
the determination of Communist control of a union are unduly 
restrictive. 

There is need for an adjudicative procedure whereby the rank and 
file of a union may be enabled to get rid of Communist leadership, 


on their own initiative. 
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Social-security cards obtained under false names have been used as 
credentials by Communists engaged in illegal and subversive 
activities. 

Communist propaganda from outside our boundaries continues 
to flood this country. 

RECOMMENDATIONS 


The Congress should enact legislation making it an offense to 
secure a social-security card under a false name or alias. 

Appropriate committees of the Congress should undertake speedily 
a study to determine what legislation is necessary to protect private 
and Government communications by telegraph, cable, telephone, and 
radio from subversive activity. 

The Congress should consider legislation to permit proceedings 
before the Subversive Activities Control Board to continue against 
i respondent organization and its officers and members even though, 
after the case has been commenced, the organization purports to dis- 
solve or to change its name. 

The Congress should consider legislation, to apply in cases where 
in organization respondent in a proceeding before the Subversive 
Activities Control Board has changed its name or reorganized un- 
der a new name, permitting such organization or new organization, 
under the new or changed name, upon a showing of substantial iden- 
tity with the respondent organization, to be impleaded as respondent 
n the proceeding. 

The Congress should by law give the Subversive Activities Control 
Board authority to find Communist domination of a union on the 
basis of all the available evidence, thus eliminating arbitrary limita- 
tions and restrictions upon evidence which the Board may consider. 

The Department of Justice, under the Communist Control Act of 
1954, should proceed against Communist-dominated unions which are 
functioning in our defense work, if the available evidence warrants 
such action. 

The Communist Control Act should be amended to provide a pro- 
edure by which union members may institute a proceeding for de- 
termination by the Subversive Activities Control Board of the ques- 
tion of Communist domination of their union. 

The National Labor Relations Board should be given power to sus- 
pend a union from benefits under the Labor Relations Act when it 
finds that an oflicer or officers of that union have filed a false affidavit 
or affidavits of non-Communist affiliation, until such officer or officers 
shall have been ousted from union office. 

The Congress should enact legislation making it a criminal offense 
knowingly to give or transmit funds of a labor union to a Commu- 
nist or Communist organization, or to use such funds for Commu- 
nist purposes. 

The Congress should consider legislation to withdraw N. L. R. B. 
benefits from any union organization which knowingly contributes 
funds to a Communist or a Communist organization or for Communist 
purposes. , % 

Since furtherance of the Communist world conspiracy in any way 
cannot be a proper purpose of any United States tax-exempt organ- 
ization, the Secretary of the Treasury should initiate a thorough re- 
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view of the status of any tax-exempt organizations suspected of con- 
tributing funds to Communists or the Communist Party, or for Com- 
munist purposes, with a view to withdrawing tax exemption if such 
contributions are shown to have been made. 

The Congress should consider legislation to deny tax exemption to 
any organization which knowingly contributes funds to a Communist 
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or to a Communist organization or for Communist purposes. 




















Section IV 
SOVIET ATOMIC AND INDUSTRIAL ESPIONAGE 


Behind the bars of the Federal penitentiary at Lewisburg, Pa., two 
quiet, rather studious men are serving long prison terms. One of 
them, working in the prison hospital, has served 6 years of his 30- 
year sentence; the other, whose engineering abilities are utilized at a 
drafting board, has completed 5 years of the 15 to which he was sen- 
tenced. Their names are Harry Gold and David Greenglass, and 
each played a major role in the greatest espionage triumph ever 
achieved by the secret agents of the Soviet Union in this country. 

Both men have had plenty of time to review their lives and repent 
their actions. Both now realize the enormity of the crime they com- 
mitted, and are anxious to do whatever can be done at this late date 
to redeem themselves and erase, or at least live down, their past. On 
April 26 and 27, 1956, through the cooperation of the Federal Bureau 
of Prisons, these two men appeared before the Internal Security Sub- 
committee in Washington. Both testified freely, and with every 
appearance of complete candor. Between them they gave the subcom- 
mittee one of the most detailed and complete pictures of the actual day- 
to-day workings of a Soviet spy ring that has ever been made public. 

It is understandably difficult for the average man or woman to 
credit the melodramatic details of an espionage conspiracy—the code 
names, the secret rendezvous spots, the recognition signals, and all the 
rest of the complex apparatus of a delicate intelligence operation. 
Even former Communists, who did not themselves happen to be in- 
volved in espionage activities, often find it hard, after icakine with 
the party, to believe that such activities are not at least mildly exag- 
gerated. The great value of the testimony of a Harry Gold or a 
David Greenglass is that it helps even the most incredulous to under- 
stand at last the true nature and techniques of the enemy we face. 

Judging by the correspondence received by the subcommittee, few 
witnesses before it this year so shocked public opinion as these two 
mild-mannered men. And that was as it should be; for in their stories 
we can see clearly how mere intellectual arrogance, carefully cultivated 
and dedicated (at first) to relatively benign objects, may bring a 
man at last to acts which may encompass the deaths of millions of his 
fellow human beings. 


THE STORY OF HARRY GOLD 


Harry Gold was born in Bern, Switzerland, on December 12, 1902. 
He came to the United States with his parents at the age of 12, and 
was naturalized on his father’s papers in or about 1922. 

The family settled in Philadelphia, where Harry attended the public 
schools, graduating from high school in 1928. He was a bright youth, 
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with a pronounced scientific bent, and after working for 2 years he 
entered the University of Pennsylvania, majoring in chemistry and 
chemical engineering. But the boy ran out of funds after 2 years and 
in March 1932 had to discontinue his studies for the time being. (He 
subsequently obtained his diploma from the Drexel Institute of Tech- 
nology, in Philadelphia, and still later obtained the degree of bachelor 
of science in chemical engineering from Xavier Univ ersity, in Cin- 
cinnati.) 

It was now the very bottom of the depression, and the Pennsylvania 
Sugar Co., where Gold had obtained employment, laid him off. By 
the end of that year (1932) the plight of Gold’s parents and brother, 
to whom he was very much attached, was desperate. Through a fellow 
employee of the Pennsylvania Sugar Co., by the name of Ferdinand 
(Fred) Heller, Gold was introduced to a "cert 1in Thomas L. (Tasso) 
Black. Black, who had been working for the Holbrook Manufactur- 
ing Co., in Jersey City, N. J., had just obtained a better job, and he 
arranged for Gold to sueceed him in his old position with Holbrook. 
Harry Gold’s good fortune, however, was also the beginning of the 
great tragedy of his life, for as he testified before the ‘subcommittee : 


The very first thing that Black told me that morning—I 
got there about 1 o’e lock in the morning—the very first thing 
he told me, he said, “You are a Soci: alist.” He said, “Fred 
Heller has told me that.” He said, “I am a Communist, and 
I am going to make a Communist out of you” (p. 1011). 


However, Black never succeeded in making a Communist out of 
Harry Gold. Ironically, one of the Soviet Union’s most effective 
American espionage agents never joined the Communist Party and, 
in fact, never wanted to. In Gold’s own words: 


These people appeared so unreliable, so completely foreign 
to me. I came from a poor neighborhood, but the people 
there were respectable. We could hold our heads up. These 
were a pretty seedy, shabby, and frowzy lot of characters. I 
had no respect for them, and I didn’t want to be associated— 
frankly, I would have been ashamed of being seen with 
people like that. That was my reaction. So I didn’t join 
the Communist Party (p. 1012). 


But the Communists were by no means through with Harry Gold. 
In September 1933 his old job at Pennsylvania “Sugar became avail- 
able again, and he returned to it. But he continued to see Black, 
and Black’s friend at Pennsylvania Sugar, Fred Heller, and to attend 
get-togethers with these two in the Greenwich Village apartment of 
a girl “named Vera Kane, who worked for a Wall Street law firm. 
About April 1934, the Communists played their second card: 


Black came to me in Philadelphia and he said very frankly ; 
he said, “Harry,” he said, “you have been stalling me.” Fe 
said, “You have been trying to get out of joining the Com- 
munist Party.” He said, “And possibly I don’t blame you.” 
He said, “You know, we are scientific men, and maybe we 
don’t belong in. But,” he said, “there is something you can 
do. There is something that would be very helpful to the 
Soviet Union and something in which you can take pride.’ 
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He said, “You can—the Pennsylvania Sugar Co. has proc- 
esses, processes on industrial solvents. These are materials 
of the type which are used in various finishes and lacquers.” 
And he said, “The people of the Soviet Union need these 
pr oc esses.’ 

He said, “If you will obtain as many of them as you can in 
complete detail and give them to me,” he said, “I will see to 
it that those processes are turned over to the Soviet Union 
and that they will be utilized.” 

And that is how I began it (p. 1013). 


Gold now embarked upon a deliberate program of industrial espi- 
onage. In the furor over Gold’s activities as an atomic spy during 
the mid-1940’s, this earlier aspect of his career has been almost en- 
tirely overlooked. Gold’s efforts in the atomic field did not begin 
until the latter part of 1943; but for the better part of 10 years prior 
to that time he had been busily engaged in ferreting out American 
industry’s secret processes, formulas, and industrial techniques— 
whatever might be of potential interest to the Soviet Union. As Gold 
pointed out in the course of his testimony, his own personal road to 
hell was thus paved with good intentions. He began by passing along 
to the representatives of the Worker’s Paradise the Pennsylvania 
Sugar Co.’s formulas for such commonplace products as butyl alco- 
hol; and he ended by delivering to the Soviet Union vital secrets 
involved in the manufacture of atomic bombs. 

Gold’s thefts from the Pennsylvania Sugar Co. soon reached such 
proportions that the problem of copying stolen blueprints in sufficient 
quantities became serious. According to Gold, Vera Kane knew of a 
blueprinting firm which could do the job, but the little circle of friends 
could not afford to pay for its services. Finally, Black reported that 
he had arranged with a friend, who worked for the Soviet-controlled 
Amtorg Trading Corp., to have the blueprints copied. Black there- 
upon introduced Gold to his friend, whom Gold knew only by the 
pseudonym “Paul Smith.” Smith seems to have been a Russian—the 
first Gold had met in his espionage work—and the details of their 
introduction are the stuff of which spy thrillers are made: 


Mr. Morris. All right. Now, how did Black fit into this 
new contact you had made? 

Mr. Gop. The very night that I met Paul Smith, the fol- 
lowing occurred : We met near the | ’ennsylvania Station in 
New York City. We walked down the west side of Seventh 
Avenue, and this man had joined us. He was a short, stocky 
man. 

Mr. Morris. The Russian ? 

Mr. Gotp. The Russian; blond, and he had rather oval 
features and a nose that flared somewhat at the bottom. 

We walked along together without anything being said, 
and then the man motioned very peremptorily to Black— 
he just sort of shoved him off with his hand and said some- 
thing to the effect that Black could leave now, and Black did 
leave. 

That left the two of us alone (p. 1016) 
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Paul’s first act was to instruct Gold that he was not to see Black 
again. He also prescribed in great detail the way in which he and 
Gold would make contact. He demanded a complete account of Gold’s 
life and that of his parents. Finally, he told Gold that he wanted 
information about certain processes for which Pennsylvania Sugar 
was building new plants. 

Despite misgivings based upon his disloyalty to his superiors in the 
company, Gold worked under “Paul Smith” from November 1935 to 
July or August, 1936. He was then turned over to another Soviet 
agent, whom he knew as “Steve Schwartz.” The flow of information 
from Pennsylvania Sugar continued until it was literally exhausted, 
and Schwartz then urged him to find a job elsewhere. Late in 1937 
or early in 1938, Gold was turned over to still another Soviet agent, an 
Amtorg employee whom he knew only as “Fred.” “Fred” renewed 
his predecessors’ proposal that Gold should find new employment, 
and specifically suggested the Philadelphia Navy Yard or the Bald- 
win Locomotive Works. However, Gold remained at Pennsylvania 
Sugar. 

Soon the Russians had another assignment for him. Black, whom 
Gold had continued to meet in violation of his instructions, told him 
that he had canceled all industrial espionage activities and was trying 
to worm his way into the confidence of certain followers of Leon Trot- 
sky. Gold performed small tasks in this connection on two occasions— 

nce checking on the movements of a Trotsky supporter who lived in 
Philadelphia, and once ascertaining when a certain drugstore in North 
Philadelphia closed for the evening. Thus gradually did the empha- 
sis in Gold’s career as a spy begin to shift away from industrial espio- 
nage and toward deeper waters. 

In 1938, Gold testified, he went to Cincinnati in an effort to blackmail 
a certain Benjamin Smilg, a Government official, into giving him in- 
formation from the Air Development Center at Wright Field in Day- 
ton. Soviet agents had paid substantial sums of money to send Smilg 
through the Massachusetts Institute of Technology and were now 
cashing in; but Smilg adamantly refused to give Gold any infor- 
mation (pp. 1023, 1024). 

By the latter part of 1943, Gold had been working for almost 4 years 
for a Soviet agent whom he knew only as “Sam.” a mechanical engi- 
neer for Amtorg whom he has since identified as Semen Markovich 
Semenov. Gold was trying to get information concerning certain 
Eastman Kodak processes from Alfred Dean Slack, an employee of 
Holtland Ordnance Works at Kingsport, Tenn., who had previously 
worked for Kodak in Rochester, and also from one Abe Brothman in 
New York City. Gold’s testimony continues: 


At that time I met with Semenov, and he told me to com- 
pletely drop these two contacts, to have absolutely nothing to 
do with them. 

He said, “Forget them. Forget everything you ever knew 
about them. You are never to see them or meet them or have 
anything to do with them again.’ 

He said, “Something has come up,” he said, “and it is so big 
and so tremendous,” he s: aid “that vou have got to exert your 
complete efforts to carrying it through successfully. * * *” 
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He told me there was a man recently come to this country 
from England. He said he was going to work with a grou 
of American scientists in the New York City area, that this 
man would have information on the construction of a new 
type of weapon. I don’t think he called it an atom bomb, but 
he did say it was a new type of weapon, a completely new and 
devastating type of weapon, and that I would meet with this 
man and would obtain information from him. 

It was when I first met Klaus Fuchs that he explained to 
me just what the weapon was (p. 1025). 


Fuchs was working at the time in the Manhattan Project, and some 
notion of the security of that important installation may be obtained 
from the following testimony of Harry Gold about their first meeting: 


He gave me, as far as he knew verbally, the general overall 
picture of the setup, and told me that when he next met me, he 
would give me a complete written account of just who was 
working on the project and the general physical makeup of it, 
just how far it had progressed. 

As much as he cooled possibly obtain and find out, he was 
going to put on paper. 

And at this next meeting with him in New York City, 
I did obtain this information. 

Mr. Morris. How did you obtain that information? 

Mr. Gop. It was merely handed to me in a large, oh, like 
this legal paper here, all folded up and in a very large 
bundle (p. 1027). 


There followed many meetings between Gold and Fuchs, each as 
carefully planned as a military maneuver: 


For instance, on one occasion he was walking down Lex- 
ington Avenue, going north. I came up behind him. He was 
walking deliberately at a slow rate. We both turned together 
into a side street. Or was it Park Avenue? I guess it would 
be Park Avenue, because we turned off on Fifth Avenue; 

es. 
We turned into a side street leading toward Fifth Avenue. 
He passed the information to me. There was no one on that 
side street. It was, we will say, around 8 or 9 o’clock in the 
evening, and still pretty cold. 

We separated, he went one way; I went another way; 10 or 
15 minutes later, I met a Russian for about 10 or 15 seconds, 
I turned the information over to him, also on a side street, 
and again I went my way (p. 1027). 


Thus furtively did America’s atomic secrets pass into the hands of 
the agents of the Soviet Union. The Russian recipient was a man 
whom Gold knew as “John,” subsequently identified as Anatoli Anton- 
ovich Yakovlev. It is interesting, in the light of recent testimony 
before the subcommittee on the illegal activities of Soviet consular 
and diplomatic officials in the United States, to note that Yakovlev 
at this time held the rank of vice consul in the Soviet consulate in 
New York. 

In the latter part of 1944, Gold lost contact with Fuchs. In Decem- 
ber of that year, Yakovlev told Gold that Fuchs was now in Cam- 
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bridge, Mass. Gold proceeded to Cambridge, met Fuchs, and learned 
that Fuchs had disappeared because he had been transferred unex- 
pectedly from the Manhattan Project in New York to “a place known 
as Los Alamos, a place I had never heard of.” Fuchs gave Gold “a 
huge bundle of information,” which he had obtained at Los Alamos 
and which Gold promptly turned over to the Soviets (p. 1032). 

Gold now arranged to see Fuchs again in June 1945, this time in 
Santa Fe, N. Mex. On this occasion Fuchs gave him from 50 to 160 
pages of closely written notes. Gold testified : 


It not only contained a tremendous amount of theoretical 
mathematics, but it contained the practical setup. I think 
that as much as any one man knew about the progress of the 
atom bomb, except possibly those at the very top of the proj- 
ect, Fuchs knew, and was in position to give (p. 1033). 


Upon leaving Santa Fe, Gold proceeded to Albuquerque as 
instructed by Yakovlev, and there met yet another member of the 
Red espionage network: 


I walked up this steep flight of steps and I knocked at the 
door, and this young man answered, a dark-haired young 
man. And I almost fell down the steps, because 1 was 
shocked. He was wearing Army pants, and I could see be- 
hind him on the wall there hanging an Army sergeant’s uni- 
form, or a noncom’s uniform anyway. It may not have been 
a sergeant’s uniform. I had expected a civilian. I had never 
dealt with an Army man ora military man before. 

But I went through with the recognition plan, the recog- 
nition signal. 

Senator WELKER. What was the recognition signal ? 

Mr. Gop. It was, “I bring greetings from Julius” (p. 1034). 


The Army sergeant whom Gold now met was David Greenglass, 
whose sister Ethel was married to Julius Rosenberg. (The Rosen- 
bergs subsequently died in the electric chair at Sing Sing prison in 
Ossining, N. Y ‘nu June 1953, for violation of the Espionage Act 
of 1917.) 

As a further means of identification, Gold and Greenglass matched 
the two parts of a Jello boxtop, which their superiors had given them. 
Gold thereupon gave Greenglass approximately $500 which he had 
received from Yakovlev, and picked up “a number of sheets containing 
at least 2 or 3 sketches and a few pages of explanatory material.” 
Both this material and the notes he had received from Fuchs were duly 
turned over by Gold to Yakovlev near a cemetery in a deserted area of 
Queens County, N. Y. (pp. 1035, 1036). 

On September 19, 1945, Gold had a last rendezvous with Fuchs, 
meeting him again in Santa Fe, N. Mex. The espionage mill was still 
grinding out great quantities of information : 


It was a very substantial quantity again. Fuchs very 
rarely gave me meager material. I mean, they were all bulky 
sheaves (p. 1036). 


Although Gold had several further contacts with his Russian su- 
periors, this transmission of America’s atomic secrets to the Soviets 
seems to have been not only the climax but the conclusion of his 
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career as a spy. To his understandable alarm he was compelled to 
testify before a grand jury in 1947 in connection with its inquiry 
into Abe Brothman, another espionage agent, but for 3 years more he 
himself remained untouched. Th May 1950 he was visited by agents 
of the FBI, and within a matter of months the tangled skein of his 
life had been unraveled. In the subsequent trial of the Rosenbergs 
he was a Government witness and (as already noted) he has cooperated 
fully with the subcommittee. 

But now it is time to hear the story of the second witness who steps 
forward from the shadows of Lewisburg Penitentiary. 


THE STORY OF DAVID GREENGLASS 


David Greenglass was born in New York City in 1922, and for a 
time attended Haaren Aviation High School at 59th Street and 10th 
Avenue. Subsequently he also attended Brooklyn Polytechnic, but 
left to go to work. 

Throughout the testimony of Greenglass, the recurrent theme is 
the powerful influence exercised over him by his older sister, Ethel, 
and particularly by her husband, Julius Rosenberg. Time and again, 
the characteristic phrase appears “Julius said * * *” or “Julius told 
me * * *”, The net impression is of a young and malleable person- 
ality dominated by an older sister, behind whom in turn loomed the 
highly competent and grimly forbidding personality of Julius Rosen- 
berg—the dedicated Communist, the tireless spy. 

Greenglass had joined the Young Communist League at the age 
of 16 and remained in it for a year and a half, ultimately droppin 
out from sheer boredom. Like Harry Gold, he never actually join 
the Communist Party proper. However, as he testified, 


Philosophically, I was a Communist. Everything they 
stood for, I identified myself with (p. 1091). 


Rosenberg, on the other hand, was a dedicated member of the Com- 
munist Party. Greenglass explained: 


My mentor, Julius Rosenberg, never considered anybody a 
Communist unless he was a member of the Communist Party 
and subjected himself to the discipline of the Communist 
Party. Hedidn’t even consider a Young Communist League 
member as a Communist Party member, you see. He was very 
specific about that. He was derisive of people who called 
themselves sympathizers (p. 1091). 


Greenglass’ introduction to atomic espionage occurred after his in- 
duction into the Army in April 1943. After his basic training he was 
transferred to the Army ordnance center at Aberdeen, Md.; then to a 
General Motors plant in South Gate, Calif., where tanks were being 
made; then to various ordnance bases; and finally to the atomic instal- 
lation at Oak Ridge, Tenn. From Oak Ridge he was transferred in 
July or August 1944 to Los Alamos, N. Mex., where he was assigned to 
the instrument shop which made components for various types of ex- 
perimental apparatus. 

At this time he did not know the ultimate purpose of the devices he 
helped to make. In November 1944, however, Salat received a 
visit from his wife. Julius and Ethel Rosenberg had visited her a 
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few days previously, and had told her that her husband was working 
onanatom bomb. Rosenberg quite bluntly told Mrs. Greenglass that 
he wanted her husband to give him information on the atomic bomb to 
be transmitted to the Russians. Finally, when Rosenberg offered to 
put up the money for Mrs. Greenglass to visit her husband, she agreed 
to transmit the proposal to him. Greenglass readily consented : 
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Now, it seems a strange reason to do a serious thing of this 
nature, because you want to have the goodwill of some other 
man. But we do strange things, especially since it would be 
very difficult to explain our relationship without going into 
a lot of background of how I was the younger, he was the 
older, he was the graduate engineer, I was the young ap- 
prentice, the tyro. It was a strange relationship, and yet 
one where I genuinely liked thisman. And I wanted to have 
his approbation (p. 1094). 


Greenglass thereupon proceded to tell Rosenberg all he knew about 
the significance of the work he was doing at Los Alamos. Rosenberg 
expressed great interest in a certain device called a “high explosive 
lens mold,” * and arranged for Greenglass to meet an unidentified Rus- 
sian and give this information to him: 


Well, some time later, I borrowed a car and I was told to 
meet him. Asa matter of fact, it was at the place where the 
U. N. is now. On First Avenue in New York City there 
was a very large section of slaughterhouses, and generally 
at the late hours of night it was quite dull and quiet. There 
was a dingy bar and gr rill located in a kind of stepdown, cellar 
affair, and I was told to meet him in front of that, just about 
between 42d and 49th, some place in that neighborhood. 

I pulled up the car and somebody approached me from 
across the street, and it turned out to be Julius Rosenberg. 
He told me to pull up to a more dimly lit section than I was 
already, and he said, “Wait here,’ and he came back with 
another man whom he introduced to me by some first name 
which I am not certain of. 

When he got into the car, he said, “Drive.” His hat was 
pulled down low 

Mr. Morris. When you say, “his hat,” whose hat do you 
mean ? 

Mr. Greencuass. This gentleman sitting beside me. 

Mr. Morris. Did Julius Rosenberg accompany you on that 
trip? 

Mr. Greenoiass. No. He stayed behind. 

Mr. Morris. He just introduced you? 

Mr. Greencuass. He just introduced us and stayed behind. 
Oh, yes. Later, after this meeting, Julius told me that this 
was a Russian I was speaking to. What Russian? All I 
knew is that he was some kind of technical man, this par- 
ticular Russian. 

Well, in the course of the trip, he kept asking me questions 
about this lens mold, and in driving in a New York street, 
trying to watch the road and at the same time expounding on 
a scientific subject, it was very difficult to get anything across 
tohim. But he milked it dry, I suppose. 
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We rode for about 20 minutes. Each time I turned around 
to emphasize a point, he would put his hand to my face and 
say, “Keep your eyes on the wat” And we—— 

Mr. Morris. Did he do that so that you could not see his 
face, or did he do that because he was afraid for his personal 
safety in driving? 

Mr. Greencuass. No. It was obvious to me that he just 
didn’t want me to get a good look at him. 

We drove up around York Avenue under the Queens- 
borough Bridge, down around First Avenue, and continued 
to drive that way for about 20 minutes. Then I was told to 
park in the same place I had picked him up, and when I did 
so, he got out of the car, went up the block a bit, and Julius 
Rosenberg came back and said to me, “It is all right.” 

I offered him a drive home, and he said, “No,” that he was 
going to have a drink with this gentleman, and he left. And 
that was the end of it (pp. 1098, 1099). 


On four other occasions Greenglass transmitted atomic information 
to the Russian through Julius Rosenberg. In addition, Rosenber 
instructed him to find and if possible to recruit other scientists an 
engineers at Los Alamos and Greenglass amassed a list of no less than 
20 or 25 names. 

It was at this same time that Greenglass met Gold as already de- 
scribed. Greenglass confirmed the Gold account in detail, and even re- 
membered a small point that Gold had mentioned, namely, that Gold 
had scolded Greenglass for writing down the names of possible espion- 
age recruits. He TA been instructed by Rosenberg to do so, Green- 
glasssaid. Clearly, Harry Gold was the more cautious, if not the more 
methodical, spy. 

The list he gave Rosenberg was not exhaustive, Greenglass said. 
His interrogation continued as follows: 


Mr. Morris. Now, did this list of 20 to 25—did that ex- 
haust, do you think, the reservoir of potential scientists who 
would turn over; who would work for Rosenberg ? 

Mr. Greenorass. Let me—I will answer that. I frankly 
say “No.” These people, these 20 or 25, were in my ken. 

Senator JENNER. In his what? 

Mr. Greenciass. My ken, my line of vision, my knowledge. 

Mr. Morris. Ken, k-e-n. 

Mr. GreenGtass. While they were in my ken, there were 
others who were just as sympathetic who weren’t in Los Ala- 
mos, that I heard of, but I couldn’t check of my own accord, 
and which I didn’t put down, you see. 

Now, there were well-known names I have heard of, but it 
was something I never checked of my own accord, and so I 
never put the names down, you see. 

Mr. Morris. Mr. Chairman, I think at this point I should 
mention here that Mr. Greenglass has gone into rather exten- 
sive details in some cases about the identity of these people, 
and also given us a description of the number of people in- 
volved there (p. 1101). 


Rosenberg also boasted to him about Soviet espionage agents and 
recruiting methods, Greenglass testified. 
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Mr. Greencuass. * * * he did say that not only are there 
agents in the Russian Embassies, in the satellite countries, 
the satellite country embassies, but also in the embassies of 
the western democracies, Russian agents. This is a direct 
quote. 

Senator JennER. Did he make any reference about the 
colleges ? 

Mr. Greene.ass. Well, in trying to get me back into the 
apparatus after I had quit Los Alamos, when I left the Army. 
I could have very well stayed on in a very nice job, but I 
wanted to come home for one reason: I wanted to disentangle 
myself. Julius constantly wanted me to go to schools where 
I had friends, scientists, people I knew, going to these schools. 

In the University of Chicago I knew two or three people, 
some in MIT. He wanted me to go to these schools, develo 
my contacts, get my degree, and then continue in the service 
of the Soviet Government. 

When I said, “Well, how am I going to do all this?” well, 
he said, “Some of it you will do on the GI bill of rights.” 
But I realized that it was insufficient to raise a family on. I 
had a wife and a child at the time. “So the Russians will pay 
you to go to school.” 

And I said, “This is very interesting.” 

And he said, “Yes. I do it all the time. I have a num- 
ber of people that I send to school and I pay” (p. 1095). 


Greenglass’ last act of espionage occurred in September 1945 when 
he gave Rosenberg a 12-page report on shop talk he had picked up 
about the atom bomb (p. 1102). 

Out of the Army at last, Greenglass entered into a business partner- 
ship with his brother and Julius Rosenberg, buying and selling Gov- 
ernment surplus property. After a short time, Greenglass left this 
business and opened a machine shop, then dropped this as well. He 
was now becoming steadily more disaffected from Communism, but he 
had not yet made a clean break. In 1949 he went to work for the 
Armour Engineering Corp., in its research and development depart- 
ment. He still saw Rosenberg occasionally, and one day the latter 
told him that he should consider leaving the country, because Scotland 
Yard had been “talking to the man who spoke to the courier who spoke 
to you.” Asthe months rolled by, Rosenberg became more determined 
and if possible still more ruthless. Greenglass testified: 


While walking along the drive with Julius Rosenberg, he 
said, “Do you think we will beat the FBI?” 

And I said, “I don’t know.” 

He said, “Well, you know, if I get word that it is too hot, 
we will just take off and leave the children and the women.” 

I said, “Two women and four children? We are going to 
leave them and go? Will we ever be reunifed with them?” 

He said, “Well, I don’t know. Maybe yes; maybe no.” 

I said, “How can you think that way ?” 

I mean I felt cold all over. 

And he said, “Well, the Russians will send in division after 
division against a position and they will all be killed, and they 
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won’t bat an eyelash as long as something is being done to 
gain their end.” 

I couldn’t be that ruthless. That was one of the things I 
wanted to tell you about Julius Rosenberg (p. 1109). 


In June 1950, Greenglass was arrested by the FBI, and like Gold, 
became a witness for the prosecution against his sister and brother- 
in-law. As he told the subcommittee: 





It is a hard thing to be called a murderer by people, but 
it is a much harder thing—and I don’t know whether it is 
a very intelligent thing—but to deliberately martyr your- 
self for a completely erroneous ideological cause, is, in my 
point of view, the most hypocritical and ridiculous thing a 
person can do ‘(p. 1110). 


Senator Jenner, in commenting upon the testimony of Gold and 
Greenglass, declared : 


I might add that it is refreshing to see witnesses like Mr. 
Gold and yourself appear here in public. You are paying 
society for the crimes that you have both committed. In your 
testimony here, you may be setting an example that will 
break this vicious conspiracy which is out to overthrow and 
destroy our country. 

You have given this committee, particularly, certain infor- 
mation that I think is very valuable, in view of the fact that 
you never were a Communist, and yet, you were doing Com- 
munist work. I think, by your story, many men and women 
will learn through your horrible experience what it might 
mean to the future. And as one individual, I think both of 
these men in their cooperation have shown great courage, and 
I want to thank them in behalf of the committee (p. 1111). 


With the conclusion of Greenglass’ testimony, the subcommittee 
felt that one strand in the tangled network remained to be unraveled. 
The Russians whom Gold and Greenglass had met—‘Paul Smith,” 
Semen Semenov, Anatoli Yakovlev, ete., had long since returned 
tothe Soviet Union. But what about “Tasso” Black, the chemist who 
had introduced Gold to industrial espionage, and had tried so hard 
and so unsuccessfully to recruit him into the Communist Party? The 
subeommittee found him—now graying and fiftyish, still a chemist 
and still living in New Jersey. He too had long since broken with 
Communism, and after an initial period of understandable reluctance, 
based upon the fear of losing his job, the subcommittee learned from 
him the instructive details of 


THE STORY OF TASSO BLACK, 


Appearing before the subcommittee in public session on May 17, 
1956, Black testified that he had been born in Bloomsburg, Pa., on 
July 5, 1907. As a young man in Manhattan during the depression 
he had joined section 2, unit 2-B of the Communist Party in 1931, 
hoping it could arrange for him to go to the Soviet Union to work. 
He remained in the Party about 2 years, transferring to units in Jersey 
City and later in Newark, but left the Party in 1933 because of its 
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continued failure to produce the desired entree to the Soviet Union. 
Still afire with enthusiasm for the Workers’ Paradise, he went to 
Amtorg Trading Corp., the Soviet trading company in New York 
City, to inquire about employment in Russia. 

At Amtorg, he met Gaik Ovakimian who (unknown to Black) was 
at that time a principal agent of the Soviet secret police in the United 
States. Ovakimian told the young enthusiast that, to obtain a recom- 
mendation for work in the Soviet Union, he would have to produce 
evidence of his usefulness. He was therefore instructed to obtain 
information concerning certain American industrial processes. On 
approximately three occasions, he turned this material over to Ovaki- 
mian in restaurants in the Times Square area of New York City. 

Sometime in 1934, Ovakimian turned Black over to another agent, 
whom Black knew as “Paul Peterson,” under whom he proceeded to 
work until approximately 1938. Peterson’s first task seems to have 
been to train Black for some future assignment of an espionage nature. 
He told Black how to detect surveillance and what to do about it; 
how to collect and condense information, and write reports; how to 
microfilm documents and how to arrange clandestine meetings. 

Meanwhile Black had met Gold under the circumstances described 
above supra, p. 50). 

Black told the subcommittee of a series of assignments he received 
from his Soviet superiors in the latter part of the 1930s. At one point 
he was instructed to join the Trotskyist faction of the Socialist Party 
of America, and become friendly with the leading Trotskyists. This 
in turn led to an order to quit his job and proceed to Coyoacan, Mex- 
ico, where Trotsky was living, in connection with the planned assassi- 
nation of Trotsky. By this time, however, Black’s enthusiasm for 
Communism had cooled slightly, and Black did not carry out the 
instructions. 

Black testified that his contacts with the Soviets became increasingly 
fewer as the 1940’s wore on. As late as 1950 he received a telephone 
call which he recognized as a code instruction to meet an agent at a 
prearranged rendezvous, but he did not keep the appointment. Since 
that time, he has cooperated fully with the FBI, making a full dis- 
closure of his activities in Soviet espionage. 

Following Black’s appearance before the subcommittee, his em- 
ployer reported that the hostility of his fellow employees was making 
it necessary to discharge Black. Recognizing how supremely impor- 
tant it is for former Communists to feel that they can speak freely 
about their past without being subjected to social and economic repris- 
als, the subcommittee prevailed upon Black’s eee to reconsider 
his decision in the matter, and Chief Counsel Robert Morris traveled 
personally to New Jersey to speak to the employees and explain to them 
that, whatever his past derelictions, Black was now doing his best to 
help his country and should not be made to suffer on that account. The 
employees thereupon relented in their opposition to Black, and the 
episode closed on this encouraging note. 


THE STORY OF DR. ANDRIYVE 


In the course of David Greenglass’ testimony about his conversa- 
tions with Julius Rosenberg the following appears: 
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Mr. Morris. Now, did Rosenberg tell you anything about 
a proximity fuse? 

Mr. Greena.ass. Yes. In one of our earlier talks. You 
must understand that he had nobody to confide in who had 
been involved in this. There were some, of course, but the 
were scattered all over the United States, and it was diffi- 
cult to talk to them when he wanted to talk to them. I was 
near at hand and right under his feet every day. He could 
see me whenever he wanted to. And one day he said that he 
had stolen the proximity fuse, the actual fuse itself; he had 
walked right out—— 

Mr. Morris. From where? 

Mr. Greenatass. From Emerson Radio Corp., where he 
was an inspector for the Signal Corps. He took the fuse, put 
it in his briefcase, and walked through the guard. Of course, 
everybody knew him. He was the Government man in the 

lace. 

: Mr. Morris. And he told you that? 

Mr. Greencuass. Yes (pp. 1105, 1106). 


On May 16, 1956, through the testimony of one E. Andriyve,* the 
subcommittee obtained a revealing glimpse of the other end of the 
Soviet espionage ee receipt of such technical information 
in Moscow, and the ways in which it was delivered. During 1944, 
Andriyve was employed as a researcher in the Signal Corps Military 
Research Institute in Moscow. One of his jobs was to examine certain 
technical documents, 90 percent of American origin, which he re- 
— from the secret police section of the Institute. In his own 
words: 


So, the batch of the documents would be given to me prac- 
tically every day for perusal, examination, and determina- 
tion of their nature, that is, technical nature, with the task 
to determine how should they be channeled among the So- 
viet institutions dealing with this particular type of science 
or engineering. 

That means a part of the documents had to do with high 
power, superhigh frequency, and ultrahigh frequency tubes 
that are used for radar. I would classify them to be sent to 
the factories and institutions which dealt with tubes. 

The other part would deal with telephone communications 
and field conditions. I would classify them to be sent along 
to the Signal Corps Institute, who dealt with telegraphy. 

Still other documents would deal with purely scientific 
matters which had, at least to our viewpoint at that time, no 
immediate technical application. I would classify them sepa- 
rately and to be sent to some pure science organization, and 
so on. 

That was the type of work I had been doing there for over 
a year (p. 1125). 

Under further questioning he described the documents as follows: 

The documents were of, I would say, four general shapes. 
No. 1, printed matter; No. 2, typewritten books or pages; No. 


2A name assumed to avoid reprisals. His true name is known to the subcommittee. 
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3, it would be the photocopies or photostats that evidently 
came in originally from the United States; and No. 4, the en- 
largements, blowups from microfilms. And of them, very 
many were printed on the Soviet photopaper. So we could 
safely assume that the microfilm got into Russia from 
America and were developed and enlarged at some local 
Soviet level. 

And that was the sort of documents I dealt with, and their 
appearance. 

Mr. Morris. Was there anything on any of the documents 
that indicated the particular place of origin of the 
documents ? 

Mr. Anprryve. I would say that many documents, prob- 
ably most of them, had the indication of the particular place 
where they originated. 

Mr. Morris. Now, what were some of the places where they 
originated ? 

Mr. Anprryve. Honestly, it is already 12 years after the 
event, and I forgot a lot except for maybe 2, both of them 
because I saw them quite often on the documents. One was 
Fort Monmouth and the other was RCA. I could not tell 
you, exactly, which of the RCA institutions or laboratories 
because I just do not remember it. 

Mr. Morris. But you do remember that some documents 
did come from RCA? 

Mr. Anprtyve. I do remember that many documents bore 
the trademark of RCA. 

Mr. Morris. Did many of them bear the trademark of Fort 
Monmouth ? 

Mr. Anprtyve. I would say many. 

Mr. Morris. Many? 

Mr. Anprryve. I would say so. 

Mr. Morris. You do not know whether it was the Signal 
Corps, whether they were Signal Corps documents or just 
generally Fort Monmouth? 

Mr. Anprryve. I remember in general very many docu- 
ments dealing with radar at that time, so whether these were 
Signal Corps or any other branch, I really cannot tell 
(p. 1125). 


Andriyve estimated that the grand total of such documents during 
the year 1944 alone was a figure in the “thousands.” And this does 
not seem to have been the entire supply, for Andriyve under interro- 
gation continued: 


Mr. Morris. To your knowledge, were there other sections 
which were translating and analyzing American confidential 
and classified documents? 

Mr. Anprryve. Yes. I could say that undoubtedly there 
were, and many of them. 

Mr. Morris. Did you know any of them? 

Mr. Anprryve. I will tell you, indirectly, yes, and I will 
tell you how. First of all, the flow of documents which usu- 
ally come to me was preclassified by somebody or prechan- 
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neled by somebody, because I never got any documents on 
matters irrelevant to the electronics and to the radar line. 
I never had any irrelevant documents. All documents were 
in that line of work, so somebody presorted that before send- 
ing it to the institute I worked in fp. 1126). 


Andriyve subsequently defected to the West, and his testimony 
before the subcommittee shed important new light on the successes 
of Soviet espionage in the field of classified Signal Corps data. Ina 
statement dated May 18, 1956, Senators Eastland and Jenner drew 
attention to Andriyve’s testimony and stated that it— 


justifies the investigation of the Senate Permanent Investi- 
gations Committee 2 years ago into the activities of the Sig- 
nal Corps at Fort Monmouth, N. J. 


They further pointed out that Julius Rosenberg was employed at 
Fort Monmouth at or about the time Andriyve was translating and 
analyzing its technical documents in Moscow. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusion and recommenda- 
tion, which have resulted from its activities and deliberations in 1956. 


CoNCLUSIONS 


The Soviet Union has engaged not only in military and atomic 
espionage in the United States, but in industrial espionage as well— 
stealing the know-how of American business, through trained espio- 
nage agents. 

Communists and other Soviet agents engaged in illegal subversive 
activity have frequently been successful in concealing such activity, 
sometimes for many years. 

There have been dedicated Soviet agents who have never joined 
the Communist Party, yet who are fully and voluntarily under the 
instructions and control of the Soviet organization. 


RECOMMENDATION 


The Committee on the Judiciary, or an appropriate subcommittee 
thereof, should undertake a study to determine how best the internal 
security of the United States can be protected by the enactment of laws 
to more effectively deter and punish industrial espionage. 








Section V 
| (A) MONEY AND SOVIET INFLUENCE 


Foreign Money or ANONYMOUS ORIGIN 


undisclosed moneys coming into the United States might a 
be of Soviet origin, and a preliminary assessment was made of a 
the facts available. 

The chairman of the subcommittee designated a special subcom- 
mittee composed of Senator Olin Johnston as chairman and Senator 
William E. Jenner as a member, and this subcommittee commenced 
hearings on June 15, 1956. Senator Johnston’s opening statement 


The subcommittee encountered the situation which indicated that 
reflected the purpose of the inquiry: 


The Internal Security Subcommittee has been taking testi- 
mony which indicates that Communists in the United States 
became increasingly active in the late 1940’s in industrial 
investments. We know from our testimony that Communists 
here are becoming more and more interested in capital enter- 
prises. The subcommittee is now pursuing this line of 
inquiry. 

At the same time and possibly along different lines, we have 
noticed that, in recent years, a number of United States com- 
panies have been taken over in whole or in part under circum- 

stances that are not readily understood. 

This phenomenon has been made possible through use by 
individuals of foreign banks, companies, and organizations, 
which have acted as a cover through which true identity is 
hidden. The end result is an anonymous position in United 
States industry. This could represent, among other thin 
Americans evading our laws, or Communist or untaxpal 
underworld interests. 

To the extent that this situation may be found to constitute 
a threat to the Nation’s internal security, it will be scrutinized 
to determine whether there are possible loopholes in our laws 
which permit these practices. 

We believe that evidence being brought to our attention 
reflects the need for an investigation and possible legislation 
to protect the internal security of the United States against 
infiltration created by programs of certain foreign countries 
which permit undisclosed moneys of citizens of all nations, 
including Communist ones, to invade the United States 
economy. 


The testimony of Arthur I. Bloomfield, the senior economist of the 
Federal Reserve Bank of New York, indicated that testimony brought 
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out that it would be possible for Soviet sources to cause capital to come 
into the United States and to buy into American industry, even into 
some of the most vital defense projects. This testimony brought 
out that foreign investments in the United States at the end of 1954 
amounted to $26.8 billion which reflected a great increase in the last 
5 years. Testimony brought out that at the ‘end of 1954, the value of 
Swiss holdings of American stocks amounted to almost $1.5 billion. 

Switzerland was constantly mentioned throughout the hearings as 
a particular troublesome point of origin, in that according to Swiss law 
it is impossible and even illegal for a Swiss bank to disc ‘Jose the iden- 
tity of the owner of an anonymous account. The maintenance of 
anonymous accounts in Switzerland, the subcommittee found, is a 
common practice in that country and there is no conceivable way of 
knowing the nationality, much less the identity of stockholdings that 
would be purchased from these accounts. Mr. Bloomfield’s testimony 
acknowledged that the Federal Reserve banks are not able to trace 
the ultimate owners of stocks, and under the present laws and regu- 
lations there is no way to do so. Mr. Bloomfield conceded that if 
Soviet sources were in fact buying American securities that it could 
be done in such a way that it could not be traced by the Federal 
Reserve bank or any other agency. 

The subcommittee proceeded with the inquiry and called as wit- 
nesses M. Joseph Meehan, Director of the Office of Business Eco- 
nomics, and Walther Lederer, Chief of the Balance of Payments Divi- 
sion, and Samuel Pizer, Chief of the International Investment Sec- 
tion of the United States Department of Commerce. These witnesses 
testified that there is no way under existing regulations to determine 
the source of foreign money being invested in the United States. They 
brought out that it is conceivable that many of the investments now 
listed as of foreign origin may in fact be secret American investors 
drawing the capital from a foreign source. According to the testi- 
mony of Mr. Meehan, neither the Department of Defense, the Depart- 
ment of the Treasury, or the Federal Reserve System has any means 
of determining the source of these foreign funds. He estimated that 
the total of $26.8 billion made up foreign investments in the United 
States and which could be withdrawn on very short notice at any time. 
This fact raised the possibility that sudden selling on the part of 
foreign sources could cause considerable economic disruption in the 
United States. 

The subcommittee put into the record the testimony of Hon. J. 
Sinclair Armstrong, Chairman of the Securities and Exchange 
Commission, taken before another committee of the Congress, which 
included this statement : 


We are extremely concerned at the growth in anonymous 
investments and it is impossible to obtain information be- 
cause many holdings are in the names of foreign interests. 
It appears that there may be securities coming into this coun- 
try from Canada and Switzerland which would be required 
to be registered under the Securities Act, and they are appar- 
ently being traded in the securities markets of this country 
without registration and we cannot tell where the money is 
coming from. 
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The subcommittee also took the testimony of Jerome D. Fenton, 
Director of the Office of Personnel Security Policy and Robert Lee 
Applegate, staff director of the Industrial Security Programs Divi- 
sion of the Department of Defense. This testimony also indicated 
that the Department of Defense has no way of ascertaining the iden- 
tity of all foreign investors in American concerns doing defense 
contract work. 

The subcommittee recognized an inherent difficulty in such a situa- 
tion in that it would be unrealistic that classified material revealed 
to the officers of the defense corporation who would be cleared because 
of their good name and reputation, could be withheld from the con- 
trolling owners of the corporation who would hire such oflicers, 


GERMAN BONDS AS SOVIET LOOT 


The subcommittee ascertained from the testimony of Jacques J. 
Reinstein, the Director of the Office of German Affairs of the Depart- 
ment of State, that German bonds looted by the Soviet Army, when 
it invaded Berlin in 1945, were being presented for validation in the 
United States. The subcommittee looked into this situation because 
this represented a possible avenue of Soviet money coming into the 
United States. 

Money acquired by the Soviet Government in this way would be 
money illegally obtained. It was brought out during the hearings 
that the Soviet title to these bonds was technically the title of a thief. 

In order to prevent the unlawful validation of these and other 
bonds, there was set up a validation board jointly by the German 
Federal Government and the Government of the United States to 
investigate all bond holdings prior to validation. 

Following a default by Germany to pay her bond obligations after 
Hitler assumed power, the German creditors and the German Govern- 
ment purchased on the American market very substantial amounts of 
German bonds at rather low prices. These bonds were held in the 

vaults of the banks in Berlin at the time Berlin fell in 1945 and the 
Russian troops entered the city. These bonds were of the German 
Government, of the Dawes and Young loans, and there were bonds 
of various German corporations and German private institutions and 
banks. The face value of these bonds was $600 million. The bonds 
looted from Berlin were estimated to be about $350 million. Although 
some may have been destroyed in the fighting, most of them were 
taken away by the Russians. The validation board was set up to 
eliminate these looted bonds in the event they should find their w ay 
into this country for validation and payment. Of the bonds sub- 
mitted thus far, approximately $140 million face value have been 
validated. There have been 6 individual cases in which bonds have 
been refused validation which totaled several hundred thousand dol- 
lars and in the opinion of the board were part of the estimated $350 
million worth of these bonds looted by the Soviet. The validation 
board has presently in process millions of dollars worth of these secu- 
rities on which no decision has been rendered and the board has an- 
other 2 yearstorun. The bonds payable in dollars and in bearer form 
must be presented or validated here in New York and payment can 
be made later. The certification that must be made was that the 
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bonds were held outside of Germany in April 1945 to entitle them to 
validation. Many of the cases now before the board are on certifica- 
tions by foreign banks that these bonds were in their vaults on the 
qualifying date. The testimony concludes that at present all but 
$260,000 of the $350,000,000 of looted bonds are unaccounted for. 
One man who attempted to validate bonds in the amount of $245,000 
encountered a ruling from the validation board that his bonds were, 
in fact, in Berlin at the time of the looting and his claims to the con- 
trary were rejected. He is presently under subpena of the sub- 


committee. 
B. CHINA GOLD 


Money entered the hearings when the Morgenthau papers in the 
a of the subcommittee and related testimony gave us a be- 

ind-the-scenes view of how and why certain United States officials, 
previously shown by the subcommittee to have been Communists, were 
able to block gold shipments to the Chinese Government, while it was 
under assault by the Soviets. 

The subcommittee received testimony, with documentation, from 
Dr. Arthur N. Young, who was financial adviser to the Chinese Gov- 
ernment and the Central Bank of China during World War II. 

It is important to note Dr. Young’s testimony here as one more 
example of how subsurface bureaucratic maneuvering steered Ameri- 
can policy in a disastrous direction. Dr. Young’s testimony was amply 
supported with a host of documents, most of which came from the 
Morgenthau diaries. In substance, his story was an account of how 
Congress sought to give our ally, Chiang Kai-shek, desperately needed 
economic aid and how Harry Dexter White and his fellow conspirators 
held back that aid, while secretly communicating with the men who 
became the Red rulers of China. 

As Dr. Young explained it, economic aid to China during the war 
was at least as important as military aid, if not more * important. 
Henry Morgenthau, Jr., war-time Secretary of the Treasury, had 
made this clear as long ago as January 1942, when he appeared 
before Congress to ask for a $500 million loan for the Generalissimo’s 
government. Secretary Morgenthau stated that 4 years of war against 
Japan had forced the Generalissimo to virtually recreate China’s 
economy. The Japanese held Manchuria, China’s richest industrial 
area. They also held many of the seaports through which passed 
China’s commerce. As a result, China’s tax base was perilously 
reduced. 

Congress attempted to give China economic aid and immediately 
authorized a $500 million loan. There was full recognition that speed 
was of the essence. 

“To give quickly” said Congressman Vorys of Ohio, “is to give 
twice.” ? 

On March 21, 1942, the United States Government signed a pledge 
to grant China a credit of $500 million. The funds were to be trans- 
ferred “in such amounts and at such times as the Government of the 
Republic of China shall request.” 


1The Japanese had attacked China in 1937. 
2P. 1008, Congressional Record, February 4, 1942. 
22 Emphasis supplied throughout this chapter. 
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Financial Adviser Young and officers of the Central Bank urged 
that part of this credit be taken in gold, which would be sold in China 
as an offset to currency inflation. 

China asked for $20 million in gold in February 1943. China got 
that $20 million in gold 6 months later. 

On July 27, 1943, the Chinese Ambassador transmitted to Secretary 
Morgenthau a request for $200 million of gold. In reply Secretary 
Morgenthau stated : 


The Treasury agrees to the request of the Government of 
China transmitted to me by Ambassador Wei Tao-ming that 
$200 million be made available immediately from the credit 
on the books of the Treasury in the name of the Government 
of the Republic of China for the purchase of gold. 


* * * * * * * 


On receipt of requests from the Government of China 
that specific amount should be transferred from the credit 
of the Government of China on the books of the Treasury 
and be used for the purchase of gold, the necessary action 
will be taken to consummate these requests. The details of 
the arrangements will be discussed with Dr. P. W. Kuo 
and Mr. Hsi Te-mou. 


Dr. Young cited many documents to substantiate the story he told 
from his own experience. They boil down to this; China asked for 
$200 million in gold, in July 1943. China got only approximately 
$29 million from the time of loan to July 1945. Meanwhile her cur- 
rency collapsed in a suffocating inflation, which helped to bring down 
anti-Communist Chiang Kai-shek and bring up the Chinese Reds. 

Documents contained in the 900 volumes of the Morgenthau genes, 
which the subcommittee staff has been studying for two years an 
portions of which are now in the subcommittee records, make clear that 
this complete nullification of the will of Congress and economic de- 
struction of a valiant ally was accomplished by the Communist under- 
ground apparatus of Harry Dexter White. During the period under 
scrutiny, White was Under Secretary of the Treasury. Both Whit- 
taker Chambers and Elizabeth Bentley have stated under oath that 
White was involved with the Communist underground in government, 
which furnished secret documents for transmission to the Kremlin. 
Notes in White’s own hand were found in the Chambers “Pumpkin 
Papers.” FBI Director J. Edgar Hoover has stated to the sub- 
committee that the Bentley charges about the White-Treasury appa- 
ratus were substantiated from more than 30 sources. 


““WE HAVE STALLED AS MUCH AS WE HAVE DARED” 


In a memorandum dated December 9, 1944, White discussed with 
Secretary Morgenthau one of the many Chinese requests for gold. 

“We have stalled as much as we have dared,” said White, “and have 
succeeded in limiting gold shipments to 26 million during the past 
year.” 

On May 10, 1945, in the privacy of his own office, White was 
discussing with his staff the Chinese gold situation. He admitted that 
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the United States had “absolutely no legal grounds” for delaying 
shipments. He said: “We have been successful for over 2 years in 
keeping them down to 27 million” 

There is. indication that Secretary Morgenthau was_ hood- 
winked by White and his cohorts. On one occasion * Secretary Mor- 
genthau was conferring with President Roosevelt by telephone. White 

was in Morgenthau’s Office. The President said he remembered we 
were sending China about 1214 million of gold a month. Mor genthau 
checked with White, who told him it was “less than that.” Actually 
White knew, what Mor ganthau obviously did not, that the President’s 
estimate of what China was getting was about 12 times what it 
actually got. 

On May 8, 1945, China’s Foreign Minister, T. V. Soong, conferred 
with Secretary Morgenthau and “officials of the State and War De- 
partments. Mr. Soong confronted Secretary Morgenthau with his 
letter to Minister Kung, which stated: “The Treasury agrees to the 
request of China transmitted to me by Ambassador ‘Wei Tao-ming 
that ‘200 million be made available immediately.’ 


“WHAT ABOUT THE HONOR OF THIS GOVERNMENT?” 


The next day Secretary Morgenthau angrily summoned a group 
of White’s lieutenants, including Frank Coe, Solomon Adler, an 
Irving S. Friedman. The Morgenthau Diaries give this account of 
the conversation : 


May 9, 1945, 9:30 a. m. 


GOLD TO CHINA 


Present: Mr. D. W. Bell, Mr. Coe, Mr. Adler, Mr. Fried- 
man, Mrs. Klotz. 

H. M. Jr. Look, you people, I think should be severely 
criticized for letting me go into court and try my case before 
T. V. Soong, and the letter of July 27, 1943, where I gave the 
Chinese Government a firm commitment on two hundred 
million dollars worth of gold—I think it’s inexcusable. After 
all, you were so worried about saving face, what about my 
face? I have given, in writing, the Chinese Government a 
firm commitment that they can have two hundred million 
dollars worth of gold and you—I don’t remember it, I can’t 
remember it. Ido ten things a day. Bell comes in here and in 
three minutes we settle ten billion dollars worth of financing, 
and it’s impossible for me to remember, and you put me in an 
absolutely dishonorable position, and I think it’s inexcusable. 
I think it’s absolutely inexcusable to have me bargaining and 
chattering around when right here in writing is this thing. 

Mr. Cor. Mr. Secretary, in this proposal to the Chinese 
we did not say that we would not give them the gold. 

H. M. Jr. That has nothing to do with it. I am facing 
the Acting President of China, and here I am put in the 
position that I am bargaining with him about something 
that I gave my commitment he could have. Now, in this 





January 19, 1944. 
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world, and certainly Government to Government, a person’s 
word, and particularly his written word, means ‘something. 
One of you three should have said, “Now remember, Mr. 
Secretary, on July 27th, 1945, you told them they could have 
it. Now, do you want to bargain with them about it?” You 
are so worried about his face. What about my face? What 
about the honor of this Government? I think it’s inex- 
cusable. 

Mr. Betx. Can’t they still get the two hundred million 
dollars over and above the five hundred million dollars? 

H. M. Jr. That isn’t the point. 

Mr. Ber. They could still get it under the memo, couldn’t 
they ? 

Mr. Cor. Yes. 


“HERE I AM, ACTING LIKE A HUCKSTER”. 


H. M. Jr. Oh, yes! That isn’t the point. Now I was wor- 
ried last night wholly independent of this, and anything else, 
and I figured these people were being kicked around from 
pillar to post and I was worried. Will Clayton called me 
twenty minutes to nine and asked if he could see me. I told 
him yes and he dashed over to the Navy Department to sit 
there waiting to see me and he brought this stuff here to show 
me, and I promised to give it back to him. He was very nice 
about it as a friend, but in talking this morning with For- 
restal and King I wanted figures so I could talk about the 
Seventh War Loan. I got nothing, so I got them on China, 
and Admiral King tells me that the Chinese are doing much 
better. He couldn’t talk about it, but General Wedemeyer 
has to do just what they wouldn’t let General Stilwell do, 
and they are really getting somewhere, and they are really 
fighting and moving. This is all confidential, this stuff out 
of Burma, and they are going to have eleven or twelve 
Chinese Divisions fighting against the total number of Brit- 
ish Divisions of six, and they are good Divisions. The Chinese 
are really doing it, and here I am acting like a huckster over 
something which has been settled on the 27th, whatever the 
month is, 1943. I don’t like it. 

Mr. Cor. I think there are two parts to this. 

H. M. Jr. Why, in God’s name, didn’t you bring this 
letter to my attention, Sol? You knew this existed! 

Mr. Apter. I wasn’t aware of it explicitly. I had seen it 
in the file but—— 

H. M. Jr. You didn’t know about it? 

Mr. Apter. I knew: 

H. M. Jr. You should have—what about you? 

Mr. Frrepman. Well, Mr. Secretary, if I may say, on 
this specific thing, you will recall that at the time of the 
1943 letter, when you signed the letter, you and Mr. White 
discussed it with P. W. Kuo and Mr. Hsi Te-mou and the 
Chinese at the time the question of two hundred million 
dollars of gold came up. You expressed to them that you 
were considerably doubtful as to this whole idea, and they 
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said to you that the President said to Madame Chiang 
that they could buy the gold, and you told them and Mr. 
White told them that you could make the commitment to 
buy the gold for anti-inflation and for anti-hoarding pur- 
uses. ‘Then we very deliberately at the time put into that 
ocument all this reference to anti-inflation and anti- 
hoarding purposes, because you were afraid at the time that 
they might use the gold for other purposes, and you didn’t 
feel that that would be a justifiable use of the two hundred 
million dollars. And we have all along in conversations 
after that with Mr. Kuo and Mr. Chi, who were designated 
by Dr. Kung, stressed it that the gold was being sent for 
anti-inflationary and anti-hoarding purposes. 

H. M. Jr. That’s all very nice, but in cold print there 
it’s, “You can have two hundred million dollars of this 
money for gold.” 

Mr. Cor. And, Mr. Secretary, your proposal as given to 
Mr. Soong yesterday does not at any rate in cold print 
dishonor your letter in 1943. What you said to him in that 
proposal was (1) we would like the Chinese Government 
to segregate one sum of money and another sum of money. 
Obviously, if they decide to segregate for a stabilization 
fund the remainder of this sum, you cannot give them the 
same sum over again for gold. 

H. M. Jr. Did you know about the letter of July 27th? 

Mr. Cor. Yes, sir. 

H. M. Jr. Well, I certainly think somebody should have 
said before I went in to this conference, “Here’s this letter. 
Here’s what you said, Mr. Morgenthau.” 


“WHITE TOLD ME WE ARE RUNNING OUT OF EXCUSES 


Mr. Cor. The whole basis, as I understood it, of the Treas- 
ury giving them limited sums of gold over a longer period had 
been the original statement that we would, and month by 
month, they were told there is so much transport available. 

H. M. Jr. But White told me we are running out of excuses. 

Mr. Cor. The only excuse I ever heard—I have picked this 
stuff up—the only excuse I have ever heard of has been trans- 
portation, and we all think that transportation is a thin 
excuse. 

H. M. Jr. Well, I made my statement. I think, before I 
went into that meeting yesterday morning, I should have been 
shown this document so that I knew that there was a written 
commitment that they could have two hundred million dollars 
worth of gold. I’ve told you how I feel. Let’s get on and 
see what we can do about it. What Clayton wants is this: 
He suggested that we—you fellows immediately get in touch 
with his people and work out some kind of conditions, see ? 

Mr. Betu. Clayton’s people? 

H. M. Jr. Yes; work out some kind of conditions, and 
I personally think—I mean as to how the gold will be used— 
I personally think that if we say to these people—you set up 
this file in the first place—I am going to say, “Now, look, I 
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can recognize a letter. The gold is yours, but for future rela- 
tionship can we work out something?” See? “And I think 
it wd be good for China if you would set up this five 
hundred million dollar stabilization fund, and I think it would 
also be good for future relationship if you would tell us how 
you propose to use this gold and stop forward sales.” How 
much did they sell, fifty million 

Mr. Cor. Sixty million. 

H. M. Jr. And as I remember it, roughly they have used 
twenty-seven million dollars worth of gold. Is that right? 

Mr. Apter. That’s right. 

Mr. Frrepman. Out of two hundred million they bought 
twenty and shipped about eight or nine. 

H. M. Jr. They borrowed ¢ 

Mr. FrrepMan. Out of that two hundred million credit they 
purchased about twenty and they would, under that commit- 
ment, be able to buy an additional one hundred and eighty 
million dollars worth of gold. You see, they had gold on 
earmark which they exported before on the two hundred 
million dollar credit. 

H. M. Jr. Of the two hundred million dollar commitment 
I have given, they have used how much? 

Mr. Apter. Twenty. 

H. M. Jr. And of that twenty how much has left the 
country ? 

Mr. Frrepman. About eight. 

H.M.Jr. About eight? ell, I think we should promptly 
begin to move this gold. I think I heard you say somethin 
about one hundred million dollars. How much is that 

Mr. Apter. Two hundred million dollars. It runs about 
five million ounces. 

H. M. Jr. How much of that has left the country? Eight? 

Mr. Frrepman. Eight. 

Mr. Bruty. The balance is about one hundred and eighty. 

H. M. Jr. How much are they asking for? 

Mr. Frrepman. They ask for one hundred and fifty million 
dollars worth of gold of which they want fifty or sixty million 
shipped immediately to cover past commitments and sufficient 
additional amounts to have a spot sale program. 

Mr. Betx. They want to get on a cash basis. 

H. M. Jr. All right. I think we should meet that. Now, 
provided, if we can get it out of there—their setup is five hun- 
dred million stabilization fund. 

Mr. Cor. If they could do that, sir, if they set up the stabili- 
zation fund, then they haven’t the money. I mean, they 
haven’t any loan money for the gold. They will have to use 
their own money. That’s the purpose of the stabilization 
fund vis-a-vis the gold. 

H. M. Jr. I understand. 

Mr. Cor. So that it would seem to me the first thing is for 
T. V. Soong to tell you definitely that they don’t intend 
out of the loan to segregate it as you suggest. 

(Mrs. Klotz leaves the conference. ) 
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Mr. Cor. They don’t like that proposal. They would 
rather hs take it in gold. Then you are up 
against the proposition of your original commitment. 

H. M. Jr. I don’t follow you. 

Mr. Cor. Well, they have left two hundred and forty mil- 
lion dollars out of the loan of which, getting back to your 
letter, you can say one hundred and eighty million dollars 
you told them in 1943 is available for gold shipment. 

H. M. Jr. That comes out of the two hundred and forty. 
Mr. Cor. Yes. The rest of the loan has gone on other pur- 
poses. Now, then, it’s up to them following what you gave 
them yesterday for T. V. Soong to say, “We don’t want to 
segregate the two hundred and forty that way. We want to 

hold you to your original commitment on the gold.” 

H.'M. Jr. I have asked them to have lunch with me. Get 
me up a little one-page memo on what has happened to the 
five hundred million. 

Mr. Cor. We have that here. 

H. M. Jr. And what happened to the rest. Did you know 
about the letter of July 27th? 

Mr. Bett. No. 

H. M. Jr. Don’t you think it puts me in an impossible 

osition ? 

Mr. Betz. Well, I thought that after the letter was read 
yesterday that you could still comply with the letter under 
the memo. That’s what I thought. 

Mr. Cor. That’s what we thought. 

Mr. Betu. You probably intended to change the situation 
around a little but I thought you could still comply with the 
letter and still go through with the memo. Is that right? 

Mr. Cor. No, we thought that the Chinese, if they agreed 
to segregate the fund would thereby not want gold. They 
would decide they would draw gold out of their own fund 
rather than out of the loan, and they would take the two 
hundred and forty that is left and put it aside. 

Mr. Bexu. If they have nine hundred million dollars to 
their credit, they could still take the gold and still set up the 
five hundred million dollar stabilization fund. That did 
not preclude them from taking the gold, as I remember the 
memo. 

H. M. Jr. But they did not have the letter in mind when 
they wrote the memo. 

Mr. Cor. I may say I don’t—even if I didn’t have the 
specific letter in mind, I was operating entirely on the fact 
that we are as a general rule and through that letter com- 
mitted to give them gold. We had been saving transporta- 
tion facilities, and so what we wanted since the gold is now 
smelly is to have the stuff put aside in a stabilization fund. 

H. M. Jr. Smelly? 

Mr. Cor. I mean, since the gold transactions are under 
attack, we want to put it aside in a stabilization fund. 

H. M. Jr. It’s under attack on their side. I’ll tell you 
what you fellows do. Now, suppose you get together with 
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the State Department and be in here at one o’clock to give 
me something which comes within the spirit of this letter. 
Suppose he said, “No, I don’t want to set this aside. We'll 
use our own money for gold.” ‘That’s what he will say; 
isn’t it? 

Mr. Beuxi. Probably, and I would say, “All right, you can 
have the gold, but will you set up a five hundred million dol- 
lar stabilization fund out of your other resources?” 

Mr. Cor. And also, “Will you please—” and I think he is 
willing to do that, “Will you please, if not, terminate the 
forward sales of gold?” 

H. M. Jr. All right. I have given you fellows hell! He 
has got a proposal to tell me. I am going to listen to his 
proposal. I am not going to change my attitude from yes- 
terday. I am just going to listen and then say, “Well, Dr. 
Soong, I will listen and give you an answer at four o’clock.” 
See ? 

Mr. Cor. Mr. Secretary, I want to make one thing clear. 
You say the memo is different from the letter. There is 
nothing in the proposal you handed him yesterday which 
contradicts the letter, maybe the spirit of it, but there is no— 
Collado rang me this morning and Clayton had talked to him, 
and I said the same thing to him. 

Mr. Aprer. Collado said that to me at the meeting. He 
said it after Dr. Soong read the letter. 

Mr. Cor. Here is some of the stuff from China. 

H. M. Jr. I am going to have to stop now because I have 
to get ready for the President. I'll have to stop on this thing. 
You fellows come back in here at one o’clock. 

Mr. Cor. You don’t want this for the President, the ribbon 
copy of the memo ? 

H. M. Jr. On China. No, not in view of what has hap- 
pened. But you people be back here at one o’clock, just be- 
fore I see Soong.‘ 


WHAT WERE THEY TRYING TO DO? 


At the same time, the Morgenthau diaries revealed that the same 
subordinates of Harry Dexter White were sympathetically dealing 
with the Chinese Communists, who were dedicated not only to the 
destruction of an ally, the Chinese Government, but our Government 
as well. Here are some examples: 

Dercemper 8, 1944. 

Transmittal memorandum from Mr. White to Secretary 
Morgenthau with the following appended memorandum pre- 
pared by Irving 8S. Friedman who had just returned from 
China: 

Interview with General Chou En-lai and his message to 
Secretary Morgenthau. 

On the evening of November 13 I received an invitation to 
have a private discussion with General Chou En-lai the fol- 


* Book 845, pp. 314-322, Morgenthau Diaries. 
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lowing morning at 9:00 o’clock. General Chou is one of the 
three principal leaders of the Chinese Communists. General 
Chou En-lai had come down to Chungking from Yenan about 
two or three days before at the request and under the protec- 
tion of General Hurley. His presence in Chungking was 
still a top military secret and the invitation to myself to see 
him was the first extended to any civilian representative of 
the American Government in Chungking. (I don’t know if 
any others received invitations since I left Chungking soon 
after.) It undoubtedly reflected the fact that in the opinion 
of the Chinese Communists, as in the opinion of other Chi- 
nese, the Secretary is the No. 2 man in the American Govern- 
ment and the Chinese Communists, like the other Chinese, are 
eager to have his good will. 

In addition to Chou En-lai and myself there were present 
his interpreter and one of the Communist officials in Chung- 
king (Wang Ping-nan) who left soon after the conversation 
began. Despite the presence of an interpreter, however, the 
conversation was carried on in English between General 
Chou and myself. It was made clear to General Chou that 
what he would say would be transmitted to the Secretary and 
General Chou said that he understood this perfectly and 
would be glad if it was. 

We first talked about the economic and financial situation 
in the Northwest; the economic policies of the Yenan Gov- 
ernment and the possibility of economic and financial reor- 
ganization of the areas under the Chungking Government. 
Then we discussed the political situation. However, because 
of the greater immediate interest in the political statements 
made by General Chou, that part of the conversation is here- 
with given first. 


COMMUNIST CHOU RELIES ON “OUR AMERICAN FRIENDS” 


With regard to the political situation, General Chou said 
that the purpose of his trip to Chungking was to help bring 
about the unification of China on the terms laid down in his 
October 10th speech, copy of which, together with some other 
material, he gave me at this point. He said that the Commu- 
nists were in favor of the prosecution of the anti-Japanese 
war but that they would not swerve from the basis which was 
Jaid down in his October 10th speech. They had waited eight 
years since the Sian Incident for the necessary democratic 
reorganization of the Chinese Government and they now felt 
that the objective situation made possible major changes 
within the year. (He refused to be pinned down as to 
whether the year meant in 1944 or within the next twelve 
months.) He felt that with the aid of “our American friends” 
unity would come sooner. If his mission was successful, he 
would return to Yenan but only temporarily; if his mission 
was not successful he would return to Yenan permanently. 

However, he said, if the present Government remained “un- 
reconstructed” the Government in Yenan, as the representa- 
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tives of 90 million people or more would have to ask for 
separate representation with regard to such things as inter- 
national conferences, etc. Of course, the Yenan Govern- 
ment favored international cooperation in the financial field 
as well as in the political. He concluded by extending the 
invitation of his Government to the Treasury representative 
in Chungking to come to Yenan for personal investigation 
of the situation there. 

Throughout the conversation Chou En-lai spoke in the 
tenor of a responsible government official and never indicated 
any doubts that his party would be part of the ruling group 
of China in the years to come. 

With regard to the economic and financial situation, Chou 
stressed the need in the Northwest for foreign technical assist- 
ance, capital, and machinery. He emphasized the fact that 
the guerilla areas receive no outside help except what they 
were able to capture from the Japanese. Production in North- 
west China, he said, could be increased immediately with a 
comparatively small amount of foreign equipment. With 
regard to the possibility of permanent economic develop- 
ment of the Northwest areas, he said he thought there was 
a basis for development of certain industries such as salt, 
chemicals and cotton. 

The possibility of the application of the small-unit type 
of production being used in the Northwest to the large cities 
in North and Eastern China was discussed. General Chou 
said that the economic reorganization of these cities after 
their liberation would necessitate a change in economic tech- 
niques. Small units would be used in the countryside but 
large-scale production used in the cities. 

The question was raised as to the possibilities of increas- 
ing production in Free China. He said that in his opinion, 
if his Government had the power and authority to make the 
necessary changes, production could be markedly increased 
in six months. What was basically needed was a democratic 
reorganization of the Government and of the existing 
bureaucracy. 

With the end of the blockade, the Northwest, he said, 
could actually provide the other parts of Free China with 
such things as woolen cloth, thereby alleviating the grave 
economic situation in these areas. The fundamental approach 
to China’s economic problems was to increase production and 
improve transportation. With regard to China’s post-war 
position, her greatest economic need would be for foreign 
capital. In this connection, he said that the Communists 
were prepared to permit foreign ownership of Chinese indus- 
tries, etc., under Chinese laws and that their plans called for 
the existence of three types of ownership: (a) national, 
(b) private owned Chinese, and (c) foreign owned. He said 
that they recognized the need for peace and security to attract 
foreign capital and that this would be achieved by the demo- 
cratic reform of China which would end the fear of civil war. 
He stressed the fact that China needs a long period of inter- 
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nal and external peace. Moreover, China had to participate 
in international economic and financial organizations if she 
was to overcome her present backward state. 

He ended the discussion of the economic situation by stress- 
ing the point that the Chinese Communists did not feel that 
the socialization of industry was the proper form of economy 
for China and that China’s industrialization would take place 
within the framework of capitalist economy.® 

* * x * a 


GET COMMUNIST VIEWS TO THE PRESIDENT 


Chou En-lai’s views to President Roosevelt. 


Novemper 18, 1944. 
To: Secretary Morgenthau. 

1. I feel that the attached memorandum recording an inter- 
view between Mr. Service of the State Department and the 
leader of the Chinese Communists is of sufficient importance 
to warrant being called to your attention. The Chinese Com- 
munists believe that civil war is inevitable unless we actively 
throw our weight against it. They now regard the American 
attitude toward them as the decisive factor in the general 
determination of their policy, and appear to be anxious to 
cooperate with us. 

This fact gains added importance with the approaching end 
of the war in Europe and the possibility of a more active 
Russian policy in the Far East. 

2. In the normal course of events this memorandum would 
go to the President through the State or War Department. 
‘Adler asked Service if it had been submitted to the President 
and Service indicated that it hadn’t. 

HD: W. 


To: Mr. White. 
From: Mr. Adler. 
Subject: Digest of Interview with Mao Tse-tung. 

1. Kuomintang—Communist relations are the key problem 
of China. Civil war has been prevented by the following 
factors: The Japanese attack on China, the pressure of for- 
eign opinion; Communist strength, the will of the Chinese 
people, and the internal weakness of the Kuomintang. With 
the approach of the end of the war a shift of these ‘forces is 
taking place, which increases the possibility of Civil war 
which the Communists abhor. The Kuomintang is already 
visibly preparing pretext for civil war and to use puppet 
troops against the Communists. The hope for preventing 
civil war therefore rests to a very great extent on the influence 
of foreign countries. Among these, by far the most important 
is the United States, whose growing power in China and the 





5 Book 801, p. 262 et seq. 
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Far East can be decisive. The Communists now regard the 
American attitude to them as the decisive factor in the gen- 
eral determination of their policy. 

2. Mao, therefore, raised three questions about American 
policy toward China. 

(a) The first question, namely, whether there was a chance 
of American reversion to isolationism with a resulting lack 
of interest in China, has already been answered by the re- 
election of the President. 

(b) The second question was whether the American Gov- 
ernment is interested in democracy in China. Mao pointed 
out that the present Government in China has no legal status 
and is no way representative of the people of China. He 
stated it was essential that the government should broaden its 
base and that this should be done by the immediate conven- 
tion of a provisional National congress, one-half of the mem- 
bers of which would be Kuomintang, the others to consist of 
representatives of all the other parties. The Government 
would be directly responsible to this Congress. Mao wished 
to know if the American Government was willing to make a 
proposal for and support the calling of such a Congress. 

(c) The third question was the attitude and policy of the 
American Government toward the Chinese Communist Party, 
whether we recognized it as an active fighting force against 
Japan, and as an influence for democracy in China, and 
whether there was any chance for American support for 
the Chinese Communists and what the American attitude 
would be if there was a civil war in China. He asked if 
American policy was to try induce the Kuomintang to reform 
itself. Zhe Communists wished to risk no conflict with the 
United States, but if the Kuomintang does not reform itself 
will the United States continue to recognize and support it? 

The Generalissimo is in a position where he must listen 
to the United States. He is stubborn but fundamentally he is 
against her and the only way to handle him is to be hard- 
boiled. You can be friendly with him only on your own 
terms. There is no longer any need to placate Chiang. The 
presence of American ‘soldiers in China is beneficial. /¢ 
helps to prevent civil war and acts as a liberalizing influence, 
for instance in Kunming the Kuomintang therefore fears an 
American landing in China only second to Russian partici- 
pation in the Far East. 

4. The Communists feel that the Americans must learn in 
[China. If]they do not, the Kuomintang will continue as the 
government, without being able to be the government. If 
there is a landing, the Americans will have to cooperate with 
both the Kuomintang and the Communists, as the Commu- 
nists are the inner-ring and the Kuomintang is further back. 
In this case it is important that the Communists and the Kuo- 
mintang be allowed to work in separate sectors as the Kuo- 
mintang is too afraid to work with the Communists and will 
try to checkmate them 


81 





82 INTERNAL SECURITY—-1956 REPORT 


5. The Commumists do not expect Russian help nor are 
they certain of Russian participation in the war in the Far 
East. Mao thus indicated that the Chinese Communists 
would prefer to have an American rather than a Russian 
orientation. Cooperation between America and the Chinese 
Communists would be beneficial and satisfactory to all con- 
cerned. Mao said that the Communists have considered 
changing their name and that if people knew they would not 
be frightened by the name, as their policies are merely liberal. 
Their production is gradual, their limit on interest is 10 per- 
cent a year, and they support the industrialization of China 
by free enterprise with the aid of foreign capital. The 
United States would find the Communists more cooperative 
than the Kuomintang, as the Communists are not afraid of 
American Democratic influence, they would welcome it, they 
wish to raise the standard of living of the people rather than 
to build up armaments.® 


The memorandum quoted immediately above is revealing for what 
it shows about the interconnection between pro-Communist individ- 
uals in the State and Treasury departments. 

Adler was part of the Red underground apparatus in the Treasury 
exposed by Whittaker Chambers and Elizabeth Bentley. 

Service, a State Department official, was accused by his superiors, 
including Ambassador Hurley and General Wedemeyer of actively 
favoring the Red Chinese in defiance of what was supposed to be 
official United States policy. He was one of the “four Johns” so graph- 
ically described to the subcommittee by Representative Judd. Ulti- 
mately he was dismissed from the Foreign Service after the Loyalty 
Review Board found that there was a reasonable doubt about his loy- 
alty. On Nov. 13 the Supreme Court agreed to rule on his dismissal. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tion, which have resulted from its activities and deliberations in 1956. 


CoNCLUSIONS 


Large sums of foreign capital have come into the country from 
sources outside the United States which are not only of undisclosed 
origin but, because of laws in certain foreign countries, are of un- 
ascertainable origin. 

These sums of foreign capital are now being invested in defense 
industries of the United States and in American business in general, 
and because of their unknown ownership are causing concern for offi- 
cials of the Defense and Commerce Departments, as well as officials 
of the Security Exchange Commission. 

There is demonstrable evidence of Soviet interest in foreign funds 
coming into the United States in that German bonds looted from 
Berlin in 1945 by the Soviet Army are appearing for validation in 
this country. 





* Book 796, p. 242, Treasury Department Memo. 
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Communist influence prevented American gold from reaching 
China during a crucial period when this gold was essential in order 
to avoid collapse of the Chinese currency system. 


RECOMMENDATION 


There should be a full investigation of the extent to which and 
the means by which foreign funds, especially money dominated or 
controlled by Soviet Russia, or by other alien forces have been used to 
obtain an interest in and influence over business and industry in the 
United States. 











Secrion VI 
THE SOVIET REPATRIATION CAMPAIGN 


The subcommittee received an abundance of evidence showing the 
manifestations in this country of the Soviet repatriation campai 
which appeared to reach its peak in the first part of the year through- 
out the world. 

The campaign enlisted, in the United States, without consideration 
for its legality or illegality, the services of Soviet officials who were 
serving in this country as diplomatic or United Nations officials. 

It was directed from East Germany by Soviet Maj. Gen. N. P. 
Mikhailov, but it reached down into small towns in New Jersey, 
Connecticut, New York, Ohio, and Michigan for its victims. 

This repatriation campaign sought to lure back to the Soviet Union 
and its satellites people who had either escaped or who had migrated 
from those countries. Its purposes will be revealed below, but it was 
mainly a weapon in the psychological warfare campaign being car- 
ried on against the West. 


THE CASE OF THE RUSSIAN SEAMEN 


The subcommittee issued a separate report on May 24, 1956, after 
it held an inquiry of 15 days into the circumstances surrounding the 
successful efforts of the chief delegate of the Soviet mission to the 
United Nations, Arkady Sobolev, and members of his staff to induce by 
a variety of means, including coercion, the redefection of five Russian 
seamen who sought refuge here in the United States. This report also 
covered the unsuccessful effort to cause still other Russian seamen to 
return to the U.S. S. R. This work of the subcommittee is set forth 
in appendix H of this annual report and is drawn upon, as part of the 
vear’s record, as a basis for some of the recommendations and con- 
clusions herein. The whole episode represented probably the boldest 
activity entered upon by Soviet officials here in this country. 

What occurred to the subcommittee was that the Soviet Union 
maintains 83 of its nationals in its delegation to the United Nations, 
29 others are employed by the U. N. Secretariat, 117 in its embassies, 
and 20 in other activities.1 In view of the depredations of these in- 
dividuals against refugees and escapees, it is a distressing thought 
that a similar number of Chinese Communists could work virtual havoc 
among the large Chinese-American communities in New York, San 
Francisco, and other cities, many of whose residents have relatives in 
Red China and many of whom are here illegally, and are thus subject 
to blackmail. This situation would prevail if Soviet Cl na should gain 
admission to the U. N. and be accorded diplomatic recognition. 


AS REDEFECTION LOOKED FROM THE OTHER END 


Persons who were the victims, or intended victims, of the redefec- 
tion campaign conducted by the U. S. S. R. and her satellites in this 


1 There are still others in the specialized services of the United Nations. 
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country filled the record with their tales of pressure, coercion, threats 
against relatives and even suave blandishments. They recognized 
that their return would be utilized as part of the campaign of inter- 
national Red propaganda. They were unanimous in relating the 
methods used to persuade them to return. 

The subcommittee took testimony from two former members of the 
Polish merchant marine, whose stories were similar to those of the 
Soviet seamen. For the purposes of the record, they were identified 
by the fictitious names of Zenon Dudek and Georg Filipiak. Both 
had been taken to Formosa and then transferred to the United States, 
after the Chinese Nationalist Navy had intercepted their ship on the 
way to Red China with supplies for the Chinese Communists. Both 
were subjected to a letter writing campaign from home, allegedly from 
their relatives. Agents of Red Poland’s repatriation campaign called 
on both at their homes in this country. Filipiak was visited by a man 
who gave the name of Eugene Szczepanik and said he came from the 
Polish Embassy in Washington. 

Seweryn Bialer, whose testimony is the subject of another section 
of this report, told the subcommittee what happened when other Polish 
sailors from the same ship and friends and close companions of these 
two men returned to their homeland: 


Then they were used in Poland for a very serious propa- 
ganda campaign (p. 1783). 


Bialer spoke with authority, since he was still in Poland occupying 
a high Communist post when those seamen came back. 

Other aspects of the repatriation campaign were given by Bialer 
from his viewpoint on the other side of the Iron Curtain. 

As he explained it, there were four steps used in the repatriation 
campaign, which “were carried on by the foreign section of the central 
committee of the Polish Communist Party.” 

First, the intended victim receives individual letters from members 
of his family. “They are really written by the families,” said Mr. 
Bialer. “Of course, they were enforced by the party.” 


The second method is promises: 

“Tf you return to Poland, you will have a better job and 
you will make more money and you will have more opportuni- 
ties than you have in the country in which you are living 
presently.” 

The third method is an appeal to ambition, to vanity, to 
a desire of a personal glory: 

“Tf you return to Poland, you will be famous; you will 
have opportunities to speak to the people.” 

The fourth method is simply blackmail, sheer blackmail. 


TANYA ROMANOV BECOMES A SOVIET TARGET 


The Soviet repatriation campaign reached down, in one case, at 
least, toward an American citizen. It succeeded in spiriting out of 
the country a 21-year-old child born in the United States and who 
was an American citizen. The child, Tanya Romanov, was born 
out of wedlock to Elena Romanov, now Mrs. George Dieczok, and 
then a Yugoslav-American resident of Philadelphia. The natural 
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father of the child, Alexei Chwostow, had been a Russian refugee, 
quite anti-Soviet in his political orientation. Adversity, according to 
the evidence, caused him to drift into a position wherein he began to 
give attention to the lures of the Soviet agents who were engaged in 
the repatriation drive. After an indecisive period, and after giving 
assurances to the Church World Service, which had sponso 

his residence in the United States, that he would not leave 
the country, he vanished. However, on October 3, 1956, Chwo- 
stow and Tanya, accompanied by Soviet officials, turned up at 
the pier that berthed the Queen Mary and boarded that ship. An 
immigration inspector, Jacob Singer, who had unqualified orders to 
take the child off the ship, boarded the vessel shortly thereafter and 
proceeded to Chwostow’s cabin, where he encountered the latter, 
Tanya, and the Soviet counselor, Fedor F. Solomatin, Second Secre- 
tary of the Soviet Embassy in Washington, The inspector directed 
that the child be taken from the ship. Solomatin intervened and 
both he and the immigration agent left the ship to report to the 
Soviet Ambassador and immigration headquarters, respectively. 
After that Carl D, Brandt, an enterprising Look magazine reporter, 
who had heard of the incident and who was aboard the ship, ob- 
served Chwostow and Tanya, who had been left alone by Singer, being 
taken by Konstantin Ekimov, the First Secretary of the Soviet dele- 
gation to the United Nations, into the cabin of Lt. Col. Alexander 
P. Koryakovsky, a Soviet U. N. official, who was also about to sail. 

After the immigration inspector returned to the ship, he was in- 
formed that the child was observed entering the es cabin. 
He proceeded at once to execute his orders. However, even though he 
identified himself as an official of the United States Government, he 
was denied entrance to the cabin. He proceeded to the office of 
Staff Capt. W. J. Law and demanded that his authority be respected. 
Both Soliant and Ekimov were present to counter his request. 
Singer testified that he told Captain Law that Tanya was an American 
citizen and as such had to have an-American passport before she left 
the country; that her leaving the country without a passport was a 
violation of the immigration law and that anyone aiding her departure 
was violating the law. 

Captain Law returned to the Koryakovsky cabin and searched it but 
did not find the child.? 

More immigration inspectors boarded the vessel and joined Singer 
in the futile hunt. Meanwhile an order was issued in Washington 
that clearance should be denied for the ship to sail. The ship was 
allowed to sail, however, when the executive assistant to the Commis- 
sioner, James L. Hennessey, as he himself told the subcommittee, 
countermanded the order after he began to doubt his authority to pre- 
vent the sailing. ‘The immigration people stayed on the ship to the 
quarantine station in New York Scediow but abandoned the search at 
that point when they were unable to find the hidden child or Chwostow. 
Thus the Soviet officials were able to deceive and to defy American 
immigration authorities and a kidnaping was effected. 

After the ship reached London and before Chwostow could com- 
plete his trip to the Soviet Union, a writ was obtained by Tanya’s 
mother in the British courts that caused Chwostow and Tanya to be 


“Captain Law later acknowledged that he did not look in the lavatory. 
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taken off the Soviet ship J/o/otov to which they had transferred and be 
brought under the jurisdiction of the British court. While awaiting 
the return d: ay of the writ Chwostow and Tanya remained in London 
in the Soviet Embassy there. On December 13 the court ordered that 
Mrs. Dieczok be given custody of the child. After that the mother 
and child returned to the United States. 

The subcommittee put all these facts into its public record because 
the technical kidnaping represented a most forward act on the part 
of the Soviets in that it involved an American citizen whose birthright 
it was to grow up in the United States. And in using deception and 
concealment in preventing the authorized agents of the United States 
Government from performing their duty, the Soviet officials were 
abusing the hospitality of this Government. In the case of Konstantin 
E kimov, because he was a United Nations representative and because 
the scope of his authority was limited to United Nations activities, 
to the exclusion of all consular functions, the subcommittee recom- 
mended to the State Department that he be declared persona non grata 
and be asked to leave the country. Senator William E. Jenner, the 
acting chairman, made this request on October 23, and on October 29 
Secret tary of St: ite Dulles declared Ekimov persona non grata. On 
November 30, he left the United States. 

Chwostow is reported to have arrived in the U. 5. 5. R. but the 
Soviets were not able to exploit the spectacle of a father carrying a 
little child returning to the homeland after a “disillusioning stay 
among the money-mad capitalists.” 


MICHAEL SCHATOFF 


Another Soviet U. N. official who stepped outside of his authority 
to take part in the repatriation campaign was asked to leave the 
United States on August 29. 

He was Rostislav Shapovalov, second secretary of the Soviet mission 
to the United States, who was identified by Michael Schatoff, a witness 
before the subcommittee on June 13 and July 20, as 1 of 2 men who: 
repeatedly tried to persuade him to return to Russia. The other Soviet 
citizen involved was Aleksei Petukhov, an employee of the U. N. 
secretariat. 

Petukhov approached Schatoff at an English class in which both 
were enrolled. Schatoff testified: 


Petukhov told me that I have no future in the United States 
and that, on the other hand, the emigrees’ plans about changes 
in the Soviet Union will never be accomplished and that the 
sooner I return to the Soviet Union the better it is for 
me * * * Further, Petukhov tried to blackmail me and ex- 
pressed some threats, and I understood that they wanted to 
make me a Soviet agent. 


Shortly afterward, Shapovalov entered the picture. At first he 
asked Schatoff to obtain for him literature published by Russian 
emigrant organizations. Schatoff said he refused Shapovalov’s 
request. 

“He told me that he wanted me to come home and cease my politica] 
activity in emigrant circles,” Schatoff told the subcommittee. 

Two friends of Schatoff, whose names were not revealed in public 
session, testified they were also approached by 1 or other of the 2: 
Soviet citizens. 
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After this testimony, Chairman Eastland sent copies of the hearing 
transcript to the State Department. 

On August 29, a letter from Roderic L. O’Connor, acting Assistant 
Secretary of State, advised Chairman Eastland that the State Depart- 
ment had requested the immediate departure of Shapovalov from the 
United States. The action was taken, the letter stated because Shapo- 

yalov persisted in his illegal activities even after the Soviet U. N. 
delegation had been warned about them. 

The State Department also informed the Secretary General of the 
United Nations that any further indication that Petukhov was par- 
ticipating in the repatriation drive would result in a request for his 
departure. 

GLOWING PROMISES FROM HUNGARY 


The ironic contrast between current post-revolt oppression of Hun- 
garians and the glowing promises to refugees before the revolt is 
evident in the testimony of Msgr. Bela Varga, a postwar Speaker of 
the Hungarian Parliament. 

Monsignor Varga told of a repatriation campaign which included 
various enticements and threats, including an amnesty for all refu- 
gees. Other inducements included promise of jobs, economic positions, 
or restoration of previous jobs. 

In the cold light of after events, such lures seem cynical indeed. 

The repatriation campaign was managed from within Hungary 
by the notorious Hungarian Secret Police—the AVH. 

Monsignor Varga said : 


An organized action for redefection had been meticulously 
prepared and started in Hungary by a vast organization con- 
trolled by the secret police. 


This organization was implemented in the United States, Mon- 
signor Varga said, by— 


a parallel secret Communist organization reporting in detail 
on all Hungarian refugees who may be of any political im- 
portance or who could “be used for propaganda purposes if 
returned home. 

Shrewdly conceived letters from members of the refugees’ 
families and people closest to them are being sent to them. 
partly by mail or, as has happened in several instances, de- 
livered by members of the Hungarian Communist diplomatic 
staff in the United States who then use various enticements 
and threats to induce the refugees to return to Hungary. 


LETTERS FROM BULGARIA 


Letters from New York City and Chicago reached Bulgarian 
escapees urging that they return to Communist Bulgaria. The sub- 
committee got this information from Michael Mischaikow, himself an 
escapee. Since arriving in the United States, Mischaikow told the 
subcommittee, he had learned that strangers had tried to learn from his 
former address in Munich, Germany, the American address to which 
he had moved. 
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East European nationals who were refugees in West Germany, 
Mischaikoy ; said, had their normal feeling of insecurity vastly in- 
creased by being asked to return to their Communist-dominated home- 
land in cor respondenc e coming from free countries, such as the United 
States, France, Austria, Switzerland, and Belgium. 


Mr, Miscuarkow. So the simple, common refugee who be- 
lieved that he escaped the secret service of the Communists, 
the NK VD, and other political organizations, hasn’t escaped 
the fact that he is nowhere secure, because from all countries 
of the free world there are small places or nesis wherefrom 


JQ 


letters or action are coming to press him to go back (p. 1283). 


Mr. Mischaikow described for the subcommittee samples of the let- 
ters sent to Bulgarian refugees. One read: 


Deak Countryman: Maybe it is brought to your atten- 
tion * * * that the government of your country issued an 
amnesty which will provide you no punishment when or if you 
decide to go home. The country waits on you, and we will be 
glad to welcome you again in its community* * *. 


He stressed, “Every refugee from Soviet-oceupied countries is 
afraid. He wants to go as far as possible from the Lron Curtain.” 

“You can’t imagine the psychological reac ‘tions, when these per- 
sons then receive letters from free nations,” he declared. “These 
people feel there may be truth in the Soviet or Coinmmunist claim that 
their hand is long and can reach ever ywhere” (p. 1283). 


RED RUMANIA USED THE CHURCH 


Use of the church by the Communists for political purposes, noted 
hereafter, in an attempt to impose Soviet priests on the church in 
Japan, is further exemplified by testimony regarding the American- 
Rumanian church. 

The subcommittee was told by Mrs. Stefan Issarescu, the former 
Princess Ileana, of Rumania, that a Bishop Andrew Moldovan (or 
Moldovanu), of Detroit, is responsible for the return of many Ru- 
manians to their native land (p. 1245). 

She also said it is her understanding that representatives of the 
consulate here have tried to contact all American-Rumanian churches 
in the United States, but most priests have refused to meet them (p. 
1248). 

Nicholas N. Martin, a former controller of the Holy Trinity 
Church, in Detroit, identified Moldovanu as canonical bishop of the 
Rumanian Orthodox diocese of the United States and Canada. He 

said that few parishes recognized Moldovanu’s authority, because he 
was ordained in Rumania in 1950 when the holy syn od was under 
domination of the Communist government (p. 1408). 

Questioned about the bishop’s efforts at repatriation of Rumanians 
in this country, Martin testified : 


In other words, they claimed that these people came back 
and say that Rumanian people were free and the church was 
free, and my estimation, my judgment, is that they used that 
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as favorable propaganda to the Communist government of 
Rumania, 


Dr. Issarescu said he is receiving a paper printed in East Germany 
and called Glasul Patrei (Voice of the Homeland), and that others also 
are receiving it. Tis first copy came from Buenos Aires; the next, in a 
sealed envelope, from London, and later ones are coming from New 
York (p, 1249). He supplied a copy for the subcommittee’s infor- 
mation. It appeals to Rumanians generally to return home, prints 
facsimiles of letters purporting to be appeals to Rumanians abroad 
to return home, It tells of the beauty of life in Rumania and of the 
freedom of democratic election. But the princess commented that its 
statements are not true and, of the elections, it does not say what choice 
the electors have (p. 124% 3). 

The pressure, Princess [leana said, “is always gently indicated by: 
You have a brother or you have a cousin, back in Rumania” (p. 
1246). 

Every Rumanian refugee in this country, without exception, gets a 
copy of the East Berlin paper, Mrs. Griffith Baily Coale told the 
subcommittee. She is associate director of the American Council for 
Emigres in the Professions, 

This evidence that Soviet intelligence knows the address of every 
Rumanian in the United States has engendered a great fear among 
them, she declared. 

In addition to the paper, she said, these people get so many letters 
they now don’t bother to open them. Some writers are persons the 
emigre never heard of before, and some are obviously forced or for- 
geries, she said. 

THE LESSON OF HUNGARY 


All the deceitful promises of the Soviet repatriation campaign can 
now be refuted with one simple word—“Hungary.” 

What the Communists said and what the Communists did, and the 
vast gulf between the two, is now a matter of record. 

To the deluded refugees who did return to the oppressed home- 
land it meant any one of a number of detestable alternatives. Instead 
of a rosy future there was death, deportation to the infamous slave 
labor camps of Siberia, perilous flight across the border to Austria, or 
miserable existence in Hungary under the heel of Soviet troops. 


EXPLOITATION, THEN DEATH 


In all likelihood, however, most of the redefectees probably did not 
have even such a dismal choice of altern: atives. 

A case in point is that of Anatole Barzov,* a Soviet airman who flew 
to freedom with fellow pilot Peter Pirupor in 1948. Both airmen 
came to the United States, but Soviet Embassy officials exerted pres- 
sure on Barzov to return. The bait was Barzov’s wife and 4-year-old 
son whom he left behind in Russia. Ten months after he landed his 
plane in Austria, Barzov returned. He tried to persuade Pirogov to 
return, but Pirogov told the subcommittee in his testimony that he 
resisted such efforts. 








* Also spelled Borzov. 
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The i ending of the story is told by Vladmir Petrov, former 
MVD resident agent in Austria, also a defectee. In his book, Empire 
of Fear, Petrov says: 


One day in 1950 at MVD headquarters in Moscow, my col- 
league Igolkin, who worked in the American section of the 
SK department, told me of Borzov’s return and said that he 
was interrogating him in his cell in the Taganskaya Prison. 
Igolkin had a series of interviews with Bor zov, who supplied 
a mass of valuable information. He was talking freely and 
was describing every detail of his experiences in American 
hands in the hope of working his passage back to pardon, and 
of being permitted at least to see his wife and son again. As 
Igolkin described it to me, “Each time I go to see him he 
looks at me like a dog that wags its tail and gazes at you 
in the hope of a bone.” 

They kept Borzov about 8 months in prison because he had 
so much interesting information to supply and because so 
many senior MV D officers wanted to check up on various 
points in his story. 

Of course, no one told him that he had been sentenced to 
death while he was still in America. When they had finished 
with him they shot him without letting him see his wife and 
son again. 

If this story helps some waverers who are hesitating on the 
brink of returning to their Soviet homeland, it will have been 
worth the telling. 


In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions, which have resulted from its activities and deliberations in 1956: 


CONCLUSIONS 


Accreditation to a diplomatic or semidiplomatic position frequently 
has been given to italieet of the Soviet secret police as a “cover” for 
their real  objectiv es in the United States. 

Soviet diplomatic and consular personnel, and Soviet personnel 
assigned to international organizations, have improperly and illegally 
engaged in activities inimical to the interests of the United States, 
including espionage, propaganda, forceful coercion, and kidnaping. 

The chief delegate of the Soviet Union to the United Nations, 
and his staff, exceeded the authority granted to them by the he: .d- 
quarters agreement of the United Nations and abused the hospitality of 
the United States. 

Chief Delegate Sobolev’s staff used coercion, force, and duress 
in their efforts to induce seamen and other escapees who had defected 
from Communism to return behind the Iron Curtain. 

Communist diplomatic and consular personnel have been per- 
mitted to continue their improper activities in spreading Communist 
propaganda in the United States. 

Soviet agents have engaged, within the boundaries of the United 
States, in kidnaping and coercion of foreign nationals who are United 





INTERNAL SECURITY—1956 REPORT 93 


States residents and, on at least one occasion, connived at the kidnaping 
of a child who was an American citizen. 

Through the case of the kidnaped Russian seamen there has been 
demonstrated an apparent weakness in the Soviet merchant marine, in 
that 40 percent of the crew of the 7’wapse, when given an opportunity 
to choose freedom, did so despite the inevitable detachment for an 
unforeseeable time from their wives, parents, and children. 

There was no sufficient exploitation of the original defection of the 
20 Russian seamen in 1954, from a psychological warfare point of 
view. 

The State Department’s invocation of an impossibly high standard 
of evidence, in determining whether duress and force were used 
against the seamen, was unrealistic in view of the subtle nature of 
effective duress in redefection cases and in view of the ruthless methods 
of the Soviets. 

Our Government agencies have not been sufficiently aware of the 
strategic importance of defection and redefection in the struggle be- 
tween the free world and the Soviet world. 


RECOMMENDATIONS 


The Congress should enact legislation designed to limit the inter- 
ference by foreign diplomatic or consular personnel with the internal 
affairs of the United States. 

As a means toward effective control and deterrence of improper 
activities by Communist personnel accredited to the United Nations, 
the Department of State should take action to bring about speedy 
promulgation of the years-delayed definition of the area affected by 
the United Nations Site Agreement, and effectively limiting such area. 

The State Department should ask for the recall of Chief Dele- 
gate Arkady Sobolev of the Soviet delegation to the United Nations. 

The Immigration Subcommittee of the Committee on the Judi- 
ciary should consider ways and means for tightening the immigration 
laws so as to deter and punish the use of force, duress, or blackmail 
to induce any foreign national to return to his country of origin. 

Since second-class and fourth-class mail is carried at a deficit, 
which means partially at the expense of United States taxpayers, 
Congress should by law deny second-class and fourth-class mail priv- 
ileges to foreign governments and their representatives who engage in 
Communist propaganda. 

That the incident of the Russian seamen and the other cases 
wherein Soviet representatives used improper means to force redefec- 
tions of immigrants be borne in mind by the State Department when 
the issues of seating Red China in the United Nations and recognition 
of that force as a government by the United States come up for con- 
sideration, because of the menace that a large Chinese delegation to the 
U. N. and a large Chinese Communist embassy and consulates would 
prove to populous Chinese-American communities in the United 
States. 














Sreorton VII 


COMMUNISTS IN MASS COMMUNICATIONS AND IN 
POLITICAL ACTIVITY 


The subcommittee encountered considerable evidence of Communist 
activities in the press, radio, television, and in political matters, much 
of which fell into the record in connection with other inquiries. 


COMMUNIST EFFORTS IN THE FIELD OF MASS COMMUNICATIONS 


The Communists in the United States have their own daily news- 
paper, the Daily Worker, and control various weekly and monthly 
per iodicals, inc luding Political Affairs and Masses and Mainstream. 
But those publications are so brazenly slanted that their propaganda 
value, except for certain elements of the foreign language press in this 
country, is sharply limited (pts, 28 and 29). 

In order to overcome this disadv antage, and for other reasons, 
Communists have made vigorous and sustained efforts to infiltrate the 
American press and radio and to entrench their members in all other 
forms of mass communications, where, by emphasis or omission of 
the written or spoken word, it may be turned to the advantage of the 
conspiracy. 

One example of how the purposes of Communists may be served 
on an avowedly non-Communist publication is given by Jeanne 
Perkins Harmon, in her book, Such Is Life, which is an account of 
her experience as a member of the staff of Life magazine in the years 
when control of the American Newspaper Guild was wrested from 
the Communist-dominated faction, 

Mrs. Harmon writes that she became interested in developing an 
article on the career of Mihailovich, Tito’s predecessor as postwar head 
of the Yugoslavia Government, then the object of a purge trial in 
Belgniie “She immediately ran into difficulties, some of which she 
described as follows: 


At the office the next morning I asked one of the girls in 
charge of clipping the newspapers on every conceivable sub- 
ject to let me see the stories on the Mihailovich trial. 

“Oh, I don’t have any,” she said. “They didn’t tell me to 
clip that.” 

This surprised me; any story running more than 1 day was 
usually watched by the domestic news department, and the 

mock trial 1 had been going on for several days. I called the 
foreign news section, but got no help there either. 

“We're not doing anything about Tito and Mihailovich,” I 
was told. “It’s not important.” This seemed odd indeed. 

When my request to the morgue for information turned up 
the same result, I began to wonder if perhaps the warnings 


1 Staged in New York City by Mihailovich sympathizers. 
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of Communist-fearers might not have some basis. Certainly 
somewhere there should have been somethin g available on this 
business. 

Mihailovich had received reams of publicity at one time; 
he had even been a Time cover candidate, as I recalled. The 
blackout of his troubles with Communist Tito, then a loyal 
Soviet servant, just might have been inspired by people eager 
to keep the purge quiet. 


So Mrs. Harmon went to the public library for her material. 
continues: 


I batted out 800 words or so on the subject during my lunch 
hour, took it by the writer’s office, and left it with him for his 
secretary totype. The regular typing room, my Guild friends 
had warned, was apt to include members of the same group 
that considered such things as the trial and what it repre- 
sented “unimportant.” If pro-Communists learned that such 
a story was in the works, which of course they would if it were 
processed through regular channels, they might discredit it 
before the editor ever saw it. Therefore, I didn’t mention it 
to anyone. 

In ashort time, the managing editor notified me that he had 
read the story and would run it to close the following after- 
noon. No changes necessary, he said, except for a little 
cutting. 

Now the manuscript went on the editorial conveyor belt— 
copy room for counting, space allotment, layout, et cetera— 
and the fat was in the fire. The news spread as fast as the 
switchboard could make the necessary connections. 

oa ok ok * 7 


When my copy came back from processing, I saw what my 
friends had been complaining about. Anonymous little 
changes appeared here and there, all seemingly minor, but all 
subtly reversing the tone of the story. 

When I charg ged up to the managing editor’s office to com- 
plain, I ran into more trouble. Some of the researchers and 
writers had gotten wind of the story and were making a joint 
protest against its publication. One or two were even talking 
about resigning should it appear. 

I got mad; they got mad; we began to argue, and the man- 
aging editor kicked us all out. “Go away,” he said to me. 
“(zo to the movies, to a baseball game, ty anything. But I 
don’t want to see you back in this office until 5 o’clock this 
afternoon.” 

He meant it, and I went. When I came back, I found lay- 
outs and word counts on my desk, indicating that the piece 
was going to run after all. 

Mine wasn’t much of an article, there were no repercus- 
sions to speak of, and Mihailovich was executed arty there- 
after. But some of the changes had stayed in, weakening 
the point of the story. 


i. * ok * * 





She 
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It is one thing to allow each individual the right to his own 
opinion, but it is quite another to put him in a position to ex- 
press it in America’s most powerful media for molding public 
opinion. I’m not saying that Time and Life or the New 
York Times or any other news organ are Communist propa- 
ganda organs; obviously, that would be absurd. I do say, 
however, that there is often as much sin in omission as in 
commission. A zealous party supporter would be just as 
roundly congratulated for keeping something out of the pub- 
lic eye as he would for getting something in. And that, given 
the high casualty rate on stories anyway, is comparatively 
easy to accomplish. 

In January this year, following the leads provided by testimony and 
information from other sources, the subcommittee heard testimony 
from a score of present and former newspapermen, many of whom 
invoked the fifth amendment rather than answer questions about their 
knowledge of Communist activities. 

Among these was Daniel Mahoney, then a rewrite man on the New 
York Daily Mirror. Mahoney denied present Communist membership 
but invoked the privilege against incrimination when asked about past 
Communist activities. He was a member of the Newspaper Guild and, 
when he was discharged by his paper as a result of his pecinne the 
guild challenged that action and the matter was referred to an arbitra- 
tion board. 

The newspaper’s action was sustained,’ and in view of the resistance 
these hearings encountered the following two paragraphs of the arbi- 
trator’s opinion are of more than passing interest: 


A metropolitan newspaper in America today is more than a 
mirror to the happenings of the day. It isa moulder of pub- 
lic opinion; capable of leading crusades; capable of intro- 
ducing new ideas; capable of propagating truth or propa- 
ganda as it wills. By its very nature, whether it would ab- 
dicate or not, a newspaper maintains a position of leader- 
ship and responsibility in this cold war that is vital to our 
national security. Other industries (atomic energy, defense, 
et cetera) may be more vital but this fact does not impair the 
vital role of our press. 

Each worker performs his task in life with tools, and these 
tools run the gamut from an ax to a zither. The rewrite 
man has his tools, too. They are words. Words but express 
ideas and so it follows that the rewrite man works all day 
with ideas. This is a war of ideas. Can his position then 
be deemed nonsensitive? A rewrite man can select the facts 
he considers important as relayed to him by the reporter in 
the field. His is the choice of the topic sentence and the lead 
paragraph. Hisselection of words sets the tone of the article 
and influences, too, the choice of headline. The conclusion 
is irresistible that a rewrite man occupies a sensitive position 
on a newspaper. 


The guild also referred to an arbitrator the case of Jack Shafer,* 
who was fired by the New York Times after he had been subpenaed 


2See appendix D. 
*See appendix C. 
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to testify before the subcommittee and following an interview with 
counsel for his employer. Before the subcommittee Shafer invoked 
the fifth amendment as to the substance of his conversation with coun- 
sel for the Times. He took the same course in response to questions 
regarding his Communist affiliations. 

The arbitrator, who sustained the Times, found essential agreement 
on the following facts: 


The Times first employed Mr. Shafer in early 1949. His 
performance on the job was satisfactory. In addition to per- 
forming the duties of a copyreader, he acted as assistant night 
editor and on at least two occasions as night editor in charge. 

In describing the nature of his assignment, it was testified 
by Rane s of the Times that Mr. Shafer not only read 
the copy of the foreign news reaching his desk but he edited 
it, often revised it, and wrote headlines for it. 

It was testified also that he was often the last member of 
the staff to pass upon items of foreign news before this news 
finally appeared in print. 

Acting in this capacity, it is obvious that Mr. Shafer had 
much it nfluence in determining what items of news would be 
printed, where they would appear, and what headlines they 
would carry. 

It was generally agreed at the hearing before the arbitrator 
that the tasks assigned to Mr. Shafer on the Times involved 
the exercise of sound judgment and discretion in a high 
degree. 

Mr. Shafer enjoyed the full confidence of his superiors. 


The arbitrator described the attitude of the Times as follows: 


The arbitrator has been influenced greatly in his decision 
by the repeated affirmations of the Times, at the arbitrator’s 
hearing and in the brief submitted to him by counsel for 
the Times, that Mr. Shafer was not dismissed simply because 
he had been a member of the Communist Party, although the 
Times made much of the repes ated membership in the party, 
but because, having been a Communist, he was not the proper 
person to h: andle the particularly sensitive position of dealing 
with foreign news generally and news from the Communist 
world specifically. 

According to the Times, if I interpret its testimony cor- 
rectly, Mr. Shafer was not the proper person to handle the 
spec ific sensitive job on the foreign-news desk because he did 
not inapie the acleqr late and required confidence that the 
Times expects of the men on that job. 


Describing, finally, the requirements of a newspaper such as the 
rm: . * . A A i 
Times, the arbitrator said: 


For a newspaper of the character of the Times, the success 
of which rests not alone on the objectivity of its world-news 
coverage but on the conviction of its s read rs that the cover- 
age is objective and fair, is in itself, as a leading organ of pub- 
lie information and opinion, a sens iti ve operation to be han- 
dled on the basis of a maximum confidence in the men who 
run it. 
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The Times’ management has the right to be certain that the 
men who read, edit, and headline the news will do the kind of 
job expecte d of them not alone by the Times itself but by the 
public which reads and supports the Times. 

It is unfair to assume that this particular kind of a public 
enterprise take chances on the kind of a job an employee will 
or will not do in whom it and its readers have not the required 
confidence.* 


The arbitrator also had been informed that Mr. Shafer had ac- 
knowledged to his employers after the service of subpoena that “he 
had joined the Communist P ony in 1940, had become inactive after 
1941, reactivated his members hip in 1946 and finally resigned in 1949 
before joining the staff of the Times.” 

The subcommittee heard the testimony of more than a score of news- 
papermen during 1956. Except in a very few cases, it encountered a 
wall of resistance when it presented its evidence and information to 
them for reply. The resistance took the form of either a claim of 
privilege under the first or fifth amendment or outright defiance of the 
authority of the subcommittee. 

The calling of these particular witnesses was a continuation of the 
series of hearings involving Communist infiltration of mass communi- 
cations in whic h a number of other newspapermen testified previously. 
This aspect of the inquiry is still to be pursued. 

The subcommittee was not able to determine how many of these 
witnesses are currently associated with Soviet activity in the United 
States. The Communist Party, according to our evider nee, has been 
organized and reorganized, and its agents operate in most instances 
apart from Communist membership. The subcommittee’s informa- 
tion and evidence about the aforesaid witnesses, respecting Com- 
munist membership or associations, almost of necessity relates to the 
past, and in some cases it goes as far back as 10 or more years. The 
subcommittee can only assess all the evidence and form its conclusions, 
as best it can, on the basis of the witness’ demeanor, including his re- 
fusal to answer questions and his persistence in maintaining associ- 
ations with similarly inclined persons down to the present. 

Rich: ard QO. Boyer, a free-lance writer who once wrote profiles in the 
New Yorker magazine and who is author of three books, acknowledged 
that he has written for Communist publications but invoked the fifth 
amendment as to whether he is a member, or ever has been a member 
of the Communist Party. 

In a speech he delivered at the 1949 Scientific and Cultural Con- 
ference for World Peace in New York City and which was printed 
in the Daily Worker magazine, Boyer said: 


I emphasize this Emersonian theme of individual responsi- 
bility as an American Communist. To the uninformed, it 
may seem strange emphasis coming as it does from an Ameri- 
xan Communist. 


He invoked the fifth amendment as to whether he knows Benjamin 


Davis and whether he supported Davis as the Communist candidate 
for the New York City Council in 1946, whether he knows Howard 





* See appendix C. 
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Fast, whether he defended Pablo Neruda, a Latin American Com- 
munist; whether he has spoken in honor of James Dolsen, a Pennsyl- 
vania Communist leader, and whether in 1944 he applied for and was 
denied a seaman’s passport as a purser. 

He said he couldn’t recall appealing to the Attorney General to 
suspend prosecution of Communist leaders, but added : “I surely would 
like to.” He said he has opposed the Smith Act and the McCarran 
Act and had tried to defend anyone charged under them. 

Alden Whitman had been head of 1 of the 3 or 4 copy desks on the 
New York Times for about 414 years prior to receiving a subpena to 
testify before the subcommittee. After that he was placed in a sub- 
ordinate position. 

Mr. Sourwrne. Won’t you be frank with us—did you not 
have a conversation with the acting city editor who told you 
in effect why you were being moved back to the rim? You 
told us about it in the executive session. 

Mr. Wurrman. I had such a conversation, yes. 

Mr. Sovurwine. What was it that he told you? 

Mr. Wurrman. He told me that the managing editor of the 
New York Times thought that it would be better while this 
inquiry was in progress if I were to sit back on the rim. 

Mr. Sourwine. Yes, sir. Did he tell you that until this 
situation blew over it would be better if you were back on the 
rim? 

Mr. Wuitman. Yes. AsI remember or recollect my testi- 
mony in executive session, I think I explicitly said that I did 
not know whether those were the words that he used. They 
were my paraphrase. And I had not then and do not now 
have a precise recollection of the verbiage which was em- 
ployed at that time (1956 S. and T. p. 1731). 


Previous to his employment on the Times, Whitman was with the 
New York Herald Tribune for 81% years, and with the Buffalo (N. Y.) 
Evening News. He was employed earlier for short periods of time 
as © press agent or researcher on several organizations which have 
been cited as Communist fronts and he worked in 1939 in New York 
for Tass, the Soviet news agency. 

Whitman said he belonged to Communist units in Bridgeport, Conn., 
in Buffalo, N. Y., and in New York City. He said he was a member 
of a newspaper cell in New York City while he was on the Herald 
Tribune. He declared he quit the party in 1948 after about 13 years 
membership, but professed an inability to recall how he transferred 
from one unit to another and said he could not now remember how 
many members were in any of the units or whether there were other 
newspapermen in the Bridgeport unit. 

Whitman did not utilize the fifth amendment but challenged the 
jurisdiction of the subcommittee to require him to give the names of 
any persons who were members with him in the various units to which 
he belonged. 

John 'T. McManus, general manager of the National Guardian. not 
only invoked the fifth amendment as to whether he has been a member 
of the Communist Party but also as to his employment since the 
middle of 1948. ; 
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The National Guardian was described by the House Committee on 
Un-American activities as “a virtual propaganda arm of Soviet Rus- 
sia.” During the Korean war it published letters purportedly from 
American POW’s which were critical of the United States and — 
of captured Americans received from John W. Powell tain 
through his magazine, the China Review. The National Guardian, 
like the China Review, was used as Communist propaganda in the 
Chinese prison camps. 

Asked if he made any effort to check the authenticity of the letters, 
whether it made any difference to him in publishing them that they 
were critical of the United States and whether they were selected 
because they were critical of the United States, McManus promptly 
invoked the fifth amendment. On the same ground, he refused to 
reveal the ownership of the Guardian. 

McManus said he had been a newspaperman most of his life, be- 
ginning as a county correspondent for a small Westchester County 
paper, went with the New York Times in 1921, then to the Marietta 
(Ohio) Register, then back to the Times. He left the Times in 1937, 
spent a short time with a motion- picture company, became a con- 
tributing editor of Time magazine, then went with PM where he 
remained until the middle of 1948. As to his subsequent employment, 
McManus invoked the fifth amendment. He was aiso at one time a 
congressional secretary. 

McManus served at one time as a member of the international execu- 
tive board of the Newspaper Guild, was regional vice president of the 
National Guild and for 1 year was vice president and for 5 years presi- 
dent of the New York Newspaper Guild. He invoked the fifth amend- 
ment on a question as to whether he was then a Communist and also as 
to whether he is presently a party member. He said he knows nothing 
of any Communist connections of Cedric Belfrage, Guardian editor- 
in-exile, or James Aronson, executive editor. 

McManus testified that he was acquainted with Morris Schappes but 
cid not know him asa Communist; that he “may well have” sponsored 
a testimonial dinner for Ferdinand Smith, whom he described as an 
officer of the New York State CIO, but did not know that he was a 
Communist; that he “may well have” signed a statement in 1945 urging 
that Army commissions ‘be gr anted to Communists; that he believes 
he signed a statement in 1950 urging bail for 11 Communist leaders. 

He invoked the fifth amendment when asked if he had ever taught 
at the Jefferson School of Social Science in New York; whether he 
sent May Day greetings to the Daily Worker in 1945 and whether he 
signed a statement in behalf of New Masses in 1947. He said he was 
2% sponsor, in 1952, of the Committee to Secure Justice for the 

Rosenbergs. 

McManus also invoked his constitutional privilege on a question as 
to whether when he was a candidate for president of the New York 
Guild, he entered into any negotiations with people in the guild whom 
he knew to be Communists. He said he was unaware that he received 
37 out of 37 votes from the guild members on the Morning Freiheit, 
16 out of 18 votes from New Masses, and 63 out of 63 from the Daily 
Worker. 

Allan James Aronson, listed by the Guardian as its executive editor, 
also liberally punctuated his testimony with resort to the fifth amend- 
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ment. He used the constitutional privilege on a question as to whether 
he was connected with the paper, as to whether he is now a Communist. 

He said that he and Belfrage were 2 of 15 press control officers in 
occupied Germany and it was their duty to investigate candidates who 
desired licenses to publish newspapers in the area. Communists, he 
said, under regulations under which the press-control officers worked 
were not excluded from license awards; the only persons excluded 
were those who had any part in the direction or participation in the 
Nazi press under the Hitler regime he said. He refused to say 
whether he was then a member of the Communist Party. 

Aronson also was employed by the Office of War Information. He 
invoked the fifth amendment when he was asked whether he made 
known to the people who hired him that he was a member of the Com- 
munist Party. 

His first newspaper job, Aronson said, was on the Boston Transcript. 
He went from there to the New York Herald Tribune, then to the 
New York Post. When he came back from overseas, Aronson went 
back to the Post, then to the Sunday New York Times and, in 1947, 
took leave of absence to become editor of Front Page, a publication 
of the New York Newspaper Guild. He would not say when he went 
to the National Guardian but he left the Times in 1948. He invoked 
the fifth amendment as to whether he ever accepted directives from the 
publications commission of the Communist Party and whether he 
knew Alexander Trachtenberg, Simon Gerson, or V. J. Jerome. 

Invoking the constitutional privilege, he also refused to say 
whether he was a member of the Communist Party in 1940, whether 
he was a suporter of the National Council of Arts, Sciences and Pro- 
fessions in 1949, whether he participated in the so-called Scientific 
and Cultural Conference for World Peace, held at the Waldorf 
Astoria Hotel in 1949. 

Aronson refused, using the fifth amendment, to answer any ques- 
tions about publication by the National Guardian of so-called peace 
appeals by American prisoners of war in Korea and of lists of 
American POW’s. 

He said William Hinton was in training with him at Fort Benning, 
Ga., in preparation for overseas service and that Hinton spent an even- 
ing at his home “a couple of months ago.” He knew that Hinton had 
been “beyond the Iron Curtain” in China but they talked about “cur- 
rent matters.” On another occasion, Aronson said, Hinton had dinner 
at his home and told his host about his work at an agricultural experi- 
ment station and the development of a new method of breeding cows 
to produce more milk. 

At the time of his testimony, William Price was a reporter on the 
New York Daily News, where he had been employed since 1940, except 
for 414 years as a naval aviator. Previously he had worked for the 
Springfield (N. J.) Sun and the Santa Paula (Calif.) Chronicle. 

He challenged the jurisdiction of the subcommittee and, without re- 
sorting to use of the fifth amendment, refused to say whether he is the 
William Price who was a candidate for vice president of the New 
York Newspaper Guild on the rank-and-file ticket in 1949. For his 
refusal to answer this and other questions on the same ground he has 
a eneneies by a Federal grand jury on a charge of contempt of the 

enate. 
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Among other questions he refused to answer were whether he is or 
ever has been a member of the Communist Party, whether he ever at- 
tended Communist meetings, whether he signed a statement in 1949 
defending the Communist Party, whether he knows Marcella Hitsch- 
mannova, and whether he knew her to be a Communist courier; 
whether he flew an airplane on a lengthy trip to Central and Latin 
America with, for part of the time, a passenger who was a courier for 
the Communist Party. 

Price acknowledged that he made a flight to that part of the con- 
tinent but denied that he carried a Communist courier and said 
the plane was his own and that he flew it to Panama to sell it. He 
refused to identify his passenger. 

Samuel Weissman, an employee of the New York Times in its 
editorial index department for 20 years, said he had not been a 
member of the party for the past 7 years but invoked the fifth amend- 
ment when asked if he knows any person now living who was a 
party member subsequent to January 1, 1952. He refused, on the 
same ground, to say whether he had any information regarding the 
existence of a Communist cell since that time. 

Seymour Peck had been employed by the New York Times for 4 
years as a desk man on the Sunday magazine when he appeared as a 
witness before the subcommittee. Previously he was on the Daily 
Compass, the magazine Cue, the New York Star, and the newspaper 
PM. 

He testified that he became a member of the Young Communist 
League while he was at City College, New York, in 1937, that he later 
joined the Communist Party and was a member of the Communist cell 
on the Star and PM but left the party in 1949. He thought there may 
have been as many as 12 to 14 members in the unit on the Star. He 
said he has no knowledge whether other members quit the party 
after the Star went out of business or whether they went to other 
Communist units. 

Peck challenged the subcommittee’s right to require him to give the 
names of other persons in the units of which he was a member, and 
refused to answer. He has been indicted for contempt of the Senate 
for that refusal. He also said he would refuse to give the names to 
the FBI. He declined to say whether he knew whether any of these 
persons are today members of the Communist Party. 

The witness said he knew Matilda Landsman when she was secre- 
tary to John Desmond on the Times but refused to say whether he knew 
her as a Communist then. He said he also knew her when she was 
secretary to Joseph Barnes on the Star but he declined, also, to say 
whether he knew her then as a Communist or whether he knows her 
to be a party member today.*® 

Peck said he conferred with counsel of his newspaper before he 
appeared as a witness and was told that “they could not condone my 
invoking the fifth amendment, since I was on a sensitive position on the 
paper. 

IIe rejected an appeal by subcommittee counsel to reveal publicly 
or privately, the names of persons who were members of Communist 
cells with him. Mr. Sourwine said: 


5Miss Landsman gave up her secretarial position, studied linotype operation briefly, 
got 2 nnion card, bypassing the union apprenticeship requirement for 6 years training, 
and theu secured employment in the Times typographical department, where she is cur- 
rently employed. 


88974—57T——-8 








104 INTERNAL SECURITY—1956 REPORT 


You obviously have information respecting persons who 
were members of the Communist Party as late as 1949. You 
do not know whether those persons are still members of the 
Communist Party in every case; it would be extremely help- 
ful to the investigations of this committee if you would tell 
us the names of those persons. It would be extremely helpful 
to the Federal Bureau of Investigation, I know, if you would 
tell them the names of those persons. 

Won’t you either tell us or agree to tell the FBI? (1956 
S. and T., p. 1783.) 


Peck also refused to say who recruited him into the Young Com- 
munist League and said he has had no knowledge of the man for 
many years. 

Nathan Aleskovsky had been employed as assistant book review 
editor of the New York Times for 6 years when he received a subpena 
from the subcommittee and was asked to resign. 


He testified : 


There was a question about what position I proposed to take 
before this committee. The position I proposed to take 
before this committee was one which apparently was not in 
keeping with the conclusions reached by the New York Times 
as to the position they thought I should take. 


He said he told the general counsel of the Times and its Sunday 
editor, that he proposed to stand on his constitutional rights. Asked 
specifically by subcommittee counsel whether he was told that, if 
he took the fifth amendment in response to questions before the 
subcommittee, he would be discharged— 

“T think, in substance that was what it was,” Aleskovsky replied. 

Previous to his employment with the Times, Aleskovsky had worked 
on the New York Star, the newspaper PM, and for U. S. Week in 
Chicago. U.S. Week has been cited by the House Committee on 
Un-American Activities as a Communist front. Aleskovsky invoked 
the fifth amendment rather than tell who hired him for the Chicago 
paper. 

He said he is not now a member of the Communist Party but again 
used the fifth amendment when he was asked whether he ever had 
been a member. He said he could not recall whether he was a candi- 
date for office in the New York Newspaper Guild in 1949 on the 
“rank and file’ or pro-Communist slate, though he acknowledged 
that his name appeared as a “rank and file” candidate in an adver- 
tisement in a Guild publication called Spotlight. 

Aleskovsky also refused, using the fifth amendment, to identify 
other names on the ticket, even after examining a copy of the paper, 
and he again invoked his constitutional privilege when he was asked if 
he knew any of them as Communists. On the same grounds he 
refused to say whether he was ever a member of a Communist unit 
in New York, or of a Communist cell or unit on any newspaper; 
whether he was a member of the Communist Political Association or 
ever obtained employment through Communist channels. 

He said he was unit chairman of the New York Newspaper Guild 
at PM but declined to tell whether he was a Communist at that time. 

Robert Shelton, a copy reader on the New York Times, was another 
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witness who employed the device of challenging the subcommittee’s 
right to question him, and who has been convicted of contempt of the 
Senate for refusing to answer on that ground. — , 

Among questions to which he declined to give responsive answers 
were whether he has ever been a member of the Communist Party, 
whether he is acquainted with any persons known by him to be'mem- 
bers of the Communist Party, wheltiae he ever attended Communist 
meetings, whether he knows Matilda Landsman, whether he ever 
had any conversation with Matilda Landsman, what he told his 
employers as to any past Communist activity on his part. ; 

The subcommittee also questioned three members of Typographical 
Union No. 6, called the Big Six in New York City. They were Miss 
Landsman, Otto Rentino Albertson, and Jerry Zalph. All were em- 
ployed en the Times. All were asked about a report that Communist 
members of the union were plotting to take over control of the Big 
Six. Each refused to answer this question, invoking the fifth amend- 
ment and each refused, on the same ground, to deny or affirm Com- 
munist membership. 

Miss Landsman said she had been at the Times as a linotype operator 
for about a year. She said the normal union apprenticeship for a 
linotype operator is 6 years but declined, using her constitutional 
privilege, to say whether she served the full apprenticeship and what 
special provisions are available under union rules for obtaining a 
union card in less time. 

She refused, also, to say when she was first employed at the Times, 
though an earlier witness said she had served as secretary to one of 
the newspaper’s executives and also as secretary to an executive of 
the now defunct New York Star, Joseph Barnes. 

Miss Landsman would not acknowledge acquaintance with either 
Albertson or Zalph, would not say whether she had turned over her 
apartment at 161 West 16th Street, New York to Francis Edmond 
Mannix and his wife, whether she knew them, or Emma Harrison or 
ira Henry Freeman or Charles Grutzner or whether John McManus 
nominated her in 1948 for membership on the executive committee of 
the New York Newspaper Guild. 

She invoked the fifth amendment as to whether she set up a place- 
ment bureau under Harold Mechling and with the help of John 
Weilburg after the Star closed up and whether she placed various 
individuals in new jobs. She used the same basis for refusing to say 
whether she was ever a telephone receptionist on the Times and 
whether she ever reported to Communist Party headquarters relative 
to information she obtained at the Times. 

Albertson invoked the fifth amendment in refusing to say whether 
he knew Miss Landsman or Zalph, whether he knew that Miss Lands- 
man had obtained a union card after an apprenticeship of less than 2 
years. He refused, on the same basis, to say whether he was under 
control or discipline of the Communist Party with respect to his 
(estimony and whether any representative of the Communist Party was 
in attendance to watch his performance as a witness. Similarly he 
refused to say whether he obtained his job on the Times through 
Communist channels or with Communist assistance. i 

Zalph said he had worked on the Times for 20 years as a proof- 
reader. He invoked the fifth amendment as to whether he ever 
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worked for the Workers Library, a Communist publishing house, 
whether he obtained his job on the Times through Communist influ- 
ence, whether he ever secured employment for a member of the Com- 
munist Party, whether he was ever an organizer of a Communist 
Party unit, whether he ever was leader of a Communist group in the 
Times, as well as upon questions about Communist membership and 
as to whether he has participated in a program to gain control for 
the Communists of the local typographical union and, eventually of 
the national organization. 

The subcommittee also received testimony from three witnesses who 
had been Communists and had renounced that affiliation. 

James S. Glaser said he was persuaded to quit the Times in July 
1934 to become editor of the Daily Worker and quit in Pete 1936 
after a row with his Communist bosses. He said the final decisions 
on what was printed came from the Moscow representative who, 
at that time, was Gerhardt Eisler. Glaser said he was a Socialist and, 
at the time he went to the Worker, thought naively that he would 
be able to develop it along socialist lines. He said he threatened 
to quit several times after he found out what the paper was like and 
how it was run, but the final break came after he Jearned that the 
Communist political activists were posing as supporters © »f the Com- 
munist candidates but working also for election of the Democratic 
candidates for President and New York governor. Glaser is now 
employed on the New York Post. 

Clayton Knowles, now a byline newswriter for the Times and for 
several years member of its Washington staff, was a responsive witness 
and was commended by the subcommittee for his direct answers. He 
said he joined the party when he was employed on the Long Island 
Daily Press in 1937 and quit in 1939. He cooperated fully with the 
subcommittee, providing names of persons whom he had known as 
Communists and other pertinent detail and said he had made a full 
statement to the FBI. Among those he named were several who had 
previously been identified as Communists by Winston Burdett and 
other witnesses. He gave other information in executive session 
which the subcommittee did not divulge. His testimony was a re- 
freshing contrast to that of most of the others. 

Benjamin Fine, education editor of the New York Times, said he 
joined the Communist Party in 1935 when he was a gr aduate student 
at Teachers College, Columbia Unive ersity, in New York. He was 
recruited, Dr. Fine said, by a secretary in the university office where 
he worked. He testified that he took so little part in activities of 
the party that he was threatened with expulsion and quit a year later. 

He said he knew James Mendenhall, later an educator of some promi- 
nence, as a member of the party at that time. Dr. Fine testified he 
also knew William Hinckley as a Communist, and had some discus- 
sions on communism with Prof. Clyde R. Miller but has no personal 
knowledge that Miller ever was a Communist. 

With respect to the last three witnesses, the subcommittee did receive 
from them valuable evidence about the Communist conspiracy, and 
expressed its appreciation therefor. 

Aside from Communist cells in the major New York area news- 
papers, about which several witnesses testified, questions were asked 
witnesses resident in Washington about the Robert F. Hall news- 
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yaper cell in the National Capital. Hall is editor of the Sunday 
Vorker and was Washington correspondent for the Worker for 
several years. 

Jean Montgomery, for many years a representative of Tass in 
Washington, had testified that, because of a regulation that no em- 
ployee of Tass could engage in political activities, she was not a 
member of the Communist Party during that time. 

She had invoked the fifth amendment as to whether she was a mem- 
ber prior to joining Tass and said she could not recall having effected 
a resignation from the party on joining Tass.® 


Mr. Morris. Now, Miss Montgomery, did you attend meet- 
ings of the Robert H. Hall newspaper unit of the Com- 
munist Party held at the home of Mr. J. B. Stone, 2901 
18th Street NW. (in Washington, D. C.). 

Miss Monvrcomery. Mr. Morris, I have already testified 
that I was not a member of any party. I was not a member 
of any group or unit or cell or fraction or subsidiary, any 
organization whatsoever. I did not attend any such meet- 
ings. 

Mr. Morris. W ell, Miss Montgomery, the question I be- 
lieve I asked you w as, did you attend any meetings of the 
newspaper unit of the ‘Communist Party held at Mr. Stone’s 
home, 2901 18th Street NW. 

Miss Montcomery. No, sir. 

Mr. Morris (continuing). In Washington, D. C.? 

Miss Montcomery. No. 

Mr. Morris. In the year 1947? 

Miss Montcomery. No, never. 

Mr. Morris. Did you meet with people in Mr. Stone’s 
home? 

Miss Montcomery. Mr. and Mrs. Stone were friends of 
mine. I have been in their home on social occasions. 

Mr. Morris. Now, it is your testimony that whatever meet- 
ings you had with Mr. J. B. Stone at 2901 18th Street NW., 
were social meetings and not meetings of a political nature? 

Miss Montcomery. Yes. 

Mr. Morris. Were there political items discussed at those 
meetings ? 

Miss Monrcomery. That is very difficult to recall. I would 
presume there were. 





Stone, a veteran newspaperman and former Government public 
relations officer, was asked about the Hall cell: 


Mr. Morris. Now, I wonder, Mr. Stone, if you could tell us 
whether or not you were connected with the Robert F. Hall 
newspaper unit of the Communist Party here in Washington. 

Mr. Srone. I refuse to answer that on the basis of my 
privilege under the fifth amendment not to be a witness 
against myself. 

Mr. Morris. Do you reside at 2901 18th Street NW.? 

Mr. Stone. I do. 


* See sec. VIII. 
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Mr. Morris. Are Communist meetings held in your home? 
Mr. Stone. I refuse to answer that for the same reason 
(p. 419). 


Stone said he knew Alex Sherman and his wife Polly and had 
visited in their home. He could not recall whether they had visited 
in his home but “would be delighted” if they did so. 

Sherman is now a distributor of nontheatrical motion pictures, 
which he said are used primarily by organizations and schools and 
which include those supplied by Artkino, the Soviet agency. His 
wife works in the Polish Embassy. 

Mr. Morris. Have you attended meetings of the newspaper 
unit of the Communist Party ? 

Mr. Suerman. I refuse on the same grounds, sir (fifth 
amendment). 

Chairman Easrianp. Is there a newspaper unit of the 
Communist Party in the city of Washington at this time? 

(Witness consults with his attorney.) 

Mr. SHerman. I refuse to answer on the same basis, sir 
(p. 424). 

Miss Montgomery, Sherman said, is a friend of both himself and 
his wife but he invoked the fifth amendment when asked if she had 
attended Communist meetings with him within the past 2 years or 
within the past 6 months. “Miss Montgomery was dismissed from 
Tass in July 1955. 

Natalie Lamken, a clerical worker on a weekly newspaper, invoked 
the fifth amendment as to whether she knew Miss Montgomery. She 
made the same response as to whether she is now a Communist, and 
as to whether she had been on the ere committee of the 
District of Columbia Communist Party (p. 427). 

Miss Montgomery acknowledged acquaintance with the Shermans, 
Miss Lamken, Corinne Lautman, a former Tass employee, Alden 
Todd, of Federated Press, and Nat Einhorn, public relations repre- 
sentative of the Polish Embassy. She said she did not know whether 
any of them was a Communist. 

Einhorn and Alden Todd, like Miss Montgomery, denied they are 
now members of the C ommunist party but invoked the fifth amend- 
ment as to membership in earlier years. Stone, Sherman, Miss 
Lamken and Mrs. Lautman invoked the fifth amendment on questions 
of present membership. 

The subcommittee’s evidence on the Honolulu Record, a weekly 
newspaper, is discussed in section ITI of this report. 

The excerpts from testimony of Joseph North and William Gold- 
man, two other newspapermen, reflect the difficulty that the subcom- 
mittee had in learning the present connections of those and other wit- 
nesses with the Soviet organization as it exists in the United States. 


JOSEPH NORTH 


Mr. Morris. Mr. Chairman, this hearing is being held this 
morning in connection with a series of hearings being held by 
the Senate Internal Security Subcommittee, in which that 
subcommittee is trying to make a factual determination of 
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the nature and scope of Soviet activity in the United States. 

The first witness is being called this morning because we 
have received testimony, sworn testimony in the record, that 
at least one American newspaperman was introduced to So- 
viet espionage through the witness here this morning, and 
he is being called to ask if that is a truthful situation. Then 
he will be a competent witness to testify about that particu- 
lar phase of activity, so that we may make judicial and legis- 
lative findings that may be necessary. 

Senator Weiker. Counsel, I want it definitely understood 
that these hearings are being held so that if the Congress of 
the United States feels necessary, legislation will be submitted 
to the Congress, if we so recommend. Is that correct? 

Mr. Morris. That is right, Senator. 


%* ws * % *%* 


Mr. Morris. Mr. Chairman, I would like to read from the 
testimony of Winston Burdett before the Senate Internal 
Security Subcommittee on June 28, 1955. It is almost a year 
ago now, Senator. 

Senator WreLxer. With the understanding that, of course, 
this is merely preliminary, as the basis for your first question ? 

Mr. Morris. That is right, Senator. 

Mr. Burdett, testifying: 

“Tn January of 1940, when I was still working at the Brook- 
lyn Eagle, I was contacted by a member of the party unit with 
respect to this trip which then developed. It was in the latter 
half of January 1940, but I received a phone call from Nat 
Einhorn, the Eagle party unit member whom I have men- 
tioned, and Einhorn asked me to get in touch with a man 
named Joe North. Joe North, the name, was well known to 
me. Joe North, the name, was well known to all Communist 
Party members as a correspondent for the Communist Daily 
Worker. 

“Kinhorn indicated to me in his phone call that this was a 
matter of some importance and I was to visit Joe North in his 
apartment, as I remember, on the following Sunday of that 
week in order to find out what the matter was. Einhorn gave 
me his address and I went to his apartment, which I remem- 
ber was in the Greenwich Village section of New York City, 
somewhere west of Seventh Avenue. 

“T saw Joe North as Einhorn had instructed me, and North 
told me that, ‘We,’ as he said—and by ‘we,’ I understand that 
he was speaking of the Communist Party—there was no ques- 
tion in my mind—‘We want you to go to Finland. We have 
an assignment for you there in which you can be useful to the 
party.’ And he told me that he would put me in touch with 
the man who would give me specific instructions concerning 
this trip. 

“Shall I relate those entire circumstances, sir? 

“The CHamMAN. Yes. 

“Mr. Burperr. Joe North told me that he and this third 
man, as I shall now call him, would rendezvous on a street 
corner in New York City 2 or 3 nights following my meeting 
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with Joe North on that particular Sunday in his apartment. 
I was to rendezvous with Joe North and meet this third man 
on a street corner, which was just south of Union Square in 
New York City. I have forgotten whether it was on Broad- 
way or on Fourth Avenue, but it was a specified 13th Street 
corner. 

“This was done, and I met Joe North on the street and this 
third man was nearby and we rendezvoused together, and we 
all proceeded to a restaurant or cafeteria-style restaurant on 
the south side of 14th Street. I believe it was on Union 
Square itself, though I can’t recall exactly. 

“This man, this third man, told me simply this, that ‘They 
or we have a mission for you in Finland. We want you to go 
abroad. We want you to go abroad as a cor respondent for 
the Brooklyn Eagle.’ 

Now, Mr. North, do you remember the episode described 
therein by Mr. Burdett? 

Mr. Nortn. I must respectfully take the protection of the 
fifth amendment, but it strikes me as—— 

Senator Weiser. Now, just a moment. That is not an 
objection yet. Mr. Friedman will help you, or I will help 
you: Upon the ground and for the reason that any answer 
that I might give might tend to force me to bear witness 
against myself. 

Is that correct, Mr. Friedman? 

Mr. FrrepMan. That is correct, sir. 

Senator WeLKer. You see, I want you fully protected on 
the fifth. Just to say you take the fifth amendment is not: 
a legal objection, you see. Now you are protected on the 
fifth amendment. “You have taken it, and you have answered 
the question. 

Mr. Serna Did you ever meet Mr. Burdett? 

Mr. Norrn. I reply as I did previously. 

Mr. Morris. The same ruling, Mr. Chairman? 

Senator WELKER. The same “ruling. 

Mr. Morris. Did you live in the Greenwich Vill: age section 
of nom York City in 1940? 

Mr. Nortu. I reply as I did previously. 

Senator We ker. The same objection ? 

Mr. Nortu. The same objection. 

Mr. Morris. Will you identify for us the third man re- 
ferred to by Mr. North who said, “They or we have a mission 
for you in Finland”? 

Mr. Nortu. The same objection. 

Mr. Morris. Did you rendezvous on the specified 13th 
Street corner of New York City with the third man and 
Winston Burdett? 

Mr. Nortu. The same objection, Judge. 

Mr. Moxris. Mr, Chairman, I would like, without labor- 
ing this too greatly, to read "from another portion of the 
testimony. This is now page 1331. This is a small para- 
graph. This is still Burdett testifying: 
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“That is all that took place at my first meeting with Golos 
and North, and I should say that at all the meetings with 
Golos, North was present, and the meetings took place in the 
same way that I have described. That is to say, there was 
a rendezvous, in the early evening, on the street, between 
the three of us, I usually, as I recall, meeting North first and 
then Golos appeared from around the corner, and all of us 
on each occasion proceeding to this cafeteria and sitting down 
there for a half hour or so, and that is where our business 

yas transacted.” 

Now, did you meet, Mr. North, with Jacob Golos and 
Winston Burdett on the three or four occasions described 
by Winston Burdett before the subcommittee ? 

Mr. Nortu. I make the same objection, Judge. 

Mr. Morris. I have here, Mr. Chairman, a photograph of 
Jacob Golos, who was also known as Jacob Raisin, and who 
has been identified before this Senate Internal Security Sub- 
committee as an officer of the Soviet military intelligence 
organization in the United States. 

I ask you if you have ever seen this man before, Mr. North. 

Mr. Nortu. The same objection. 

Mr. Morris. Mr. Chairman, that photograph appears in 
our record at page 1330. 

Mr. North, did you know a man named William 
Remington ? 

Mr. Norru. The same objection. 

Mr. Morris. Did you introduce William Remington to 
Jacob Golos? 

Mr. Nortu. Same objection. 

Mr. Morris. Now, Mr. Chairman, we have a reference in 
a book written by Elizabeth Bentley that she purchased a 
basket containing several bottles of rye from the Hicks 
Fruit Store as a gift from the NK VD to Joseph North. 

I would like to ask this witness today if he has ever received 
several bottles of rye from Hicks Fruit Store as a gift from 
the NK VD. 

Mr. Norru. The same objection. 

* * # * k 


Mr. Morris. Mr. Remington has testified before the House 
un-American Activities Committee, and I am quoting from 
the late Mr. Remington: 

“T recall having lunch with Mr. North and a friend of his 
to whom he introduced me at a restaurant in midtown Man- 
hattan. That restaurant has been identified in previous hear- 
ings, as you know. 

“Question. And what is the name of it? 

“Mr. Remineton. It is a restaurant, Child’s or Schrafft’s— 
it slips my mind at the moment—in the vicinity of Lexington 
Avenue and 32d Street, thereabouts within a block or two. 

“Question. Was the gentleman whom you met at that din- 
ner Jacob Golos? 

“Mr. Remrneton. Yes.” 
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Now, was that truthful testimony that Mr. Remington was 
giving at that time? 

Mr. Nortu. The same objection. 

Senator Werxer. I did not hear the first portion of the 
question. Did you have Mr. North in that, too? 

Mr. Morris. Yes. William Remington, therein, Senator, 
testified that Joseph North introduced him, the late Mr. 
Remington, to Jacob Golos, whom we have described. 

Senator WELKeR. I see. 

Mr. North, were you a lookout man for Russian intelli- 
gence? 

Mr. Norrn. The same objection. 

Mr. Morris. Did you ever look for likely recruits for 
Russian intelligence work ? 

Mr. Nortnu. The same objection. 

*~ * * * BS 


Mr. Morris. Now, I would like to read Miss Bentley’s testi- 
mony, Senator. Miss Bentley. testified—I shall read the 
preceding question of Remington by Mr. Wood: 

“Mr. Golos was introduced to you by Mr. North, who was 
known to you to be a Communist, and Mr. Golos in turn intro- 
duced you to Miss Bentley. All these facts didn’t register in 
your mind as making Miss Bentley a bad risk to give confi- 
dential information to?” 

Remington answered : 

“They did not.” 

In reply to a question whether she knew Mr. Joseph North, 
Miss Bentley testified : 

“Not personally; no. I knew of his activities through 
Mr. Golos. He was one of the editors of the New Masses 
and, in addition, was a lookout man for Russian intelligence. 
By ‘lookout’ I mean he was always on the-lookout for good 
Communists who could be used on Russian intelligence 
work. That is why he was in touch with Mr. Golos, who 
was a Russian intelligence agent.” 

* * %* * %* 


Mr. Morris. Mr. North, are you now a Communist ? 

Mr. Nortn. Is this session dealing with ideas; the ideas of 
people? 

Mr. Morris. No. I asked you if you were a member of the 
Communist organization. Iam not interested in your ideas, 
Mr. North, for my question. 

Mr. Nortu. Judge, I have my doubts about that. 

Mr. Morris. I want to know whether you are a member of 
the Communist organization that operates here in the United 
States. 

Mr. Nortu. I claim the privilege. 

* * * * ‘ 


WILLIAM GOLDMAN 


Mr. Morris. Would you give your occupation to the com- 
mittee, Mr. Goldman ? 





INTERNAL SECURITY—1956 REPORT 


Mr. GotpMaNn. I am a newspaperman. 

Mr. Morris. For what newspaper ? 

Mr. GotpMan. The New York Daily Mirror. 

Mr. Morris. For how long have you been with the New 
York Daily Mirror? 

Mr. GotpMan. About 14 years. 

Mr. Morris. 14 years? 

Mr. GotpMan. Thereabouts. 

Mr. Morris. What publication did you work for prior to 
your employment with the Mirror? 

Mr. GotpMaAN. Several. Among them, the Journal-Ameri- 
can, as a summer replacement or as a sub; the New York 
Post as a sub; the Long Island Star-Journal; the Newark 
Star-Ledger ; and the Long Island Daily Press. 

Mr. Morris. Where were you born, Mr. Goldman ? 

Mr. GotpMAn. New York City. 

Mr. Morris. What has been your education ? 

Mr. GotpMan. Elementary school, and a lot of, haphazard 
schooling. 

May I, by the way, sir, interpose this question here: Would 
you mind telling me what I am charged with ? 

Mr. Morris. Well, there are no charges, Mr. Goldman. 

Chairman Eastianp. This is an investigation, Mr. Gold- 
man. Please answer the questions. 

Mr. Morris. We have, as I said, received sworn testimony 
that you have been a member of the Communist Party. We 
would like to know of your experiences in that party so we 
could know more of the workings of that particular 
organization. 

There are no charges about you; you are simply being asked 
about your experiences, as a witness. 

Now, have you been a member of the Communist Party, 
Mr. Goldman? 

Mr. Gotpman. I must decline to answer that question, sir, 
because I fee] that the question is an invasion of my rights as 
a newspaperman under the first amendment. 

Mr. Morris. Mr. Chairman, may I have a ruling? 

Chairman Eastianp. That is overruled. You are ordered 
and directed to answer the question. 

Mr. GotpMan. Well, under those circumstances, I must ex- 
ercise my constitutional rights under the fifth amendment 
and decline to answer. 

Mr. Morris. Were you a member of the Communist Party 
on January 1, 1953, Mr. Goldman ? 

Mr. GotpMan. No, sir—I beg your pardon. May I with- 
draw that? 

Mr. Morris. You may. 

Mr. GorpMAN. I must decline to answer that question under 
my constitutional rights under the fifth amendment. 

Mr. Morris. Well, did you effect a resignation from the 
Communist Party sometime subsequent to January 1, 1953 ? 

Mr. Gotpman. I must exercise my constitutional rights, 
again, under the fifth amendment, and decline to answer. 
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Mr. Morris. Mr. Goldman, the subcommittee has received 
evidence that starting sometime in 1947 and 1948, the Com- 
munist Party began to reo rganize and break down the work- 
ings of its organzation of groups, branches, and units into 
another, different organization. 

The subcommittee would like to know whether you took 
part in that reorganization, or whether you were moved 
around by Communist superiors in that particular organiza- 
tion. 

Mr. GotpMan. I must exercise my rights under the Con- 
stitution and decline to answer, under the fifth amendment. 

* *~ * * 4 


TELEVISION TOO 


Herman Liveright testified that he had been connected 
with radio since 1948. At the time he was subpenaed, he was 
program director of a New Orleans television station. Prior 
to his employment there, in 1952, Liveright had been con- 
nected with ABC in New York as associate director or di- 
rector of television (pp. 498-499). 

Liveright refused to say whether or not he and his wife 
moved south on a mission for the Communist Party, asserting 
that the subcommittee had no right to ask him such a ques- 
tion. He made the same reply ‘to all questions concerning 
Communist matters. He did not invoke the fifth amend- 
ment (pp. 504-507). 

Robert Blanchard was a commercial artist for a New 
Orleans radio station when he was subpenaed. He invoked 
the fifth amendment on almost all questions, including those 
relating to his past employment and to Communist matters. 

One of those named by Burdett as a member of the old 
Brooklyn Eagle Communist cell was Charles S. Lewis. When 
Lewis testified, later, he was director of public affairs for a 
radio and television station in Burlington, Vt. He acknowl- 
edged that he had been a member of the Communist cell for 
several months in 1937 but said he quit because of an attempt 
to involve him in some violence (1955 S. and T., pp. 1507- 
1508). 


These witnesses are covered more fully in section III, at p, 40. 
COMMUNIST PENETRATION OF POLITICAL PARTIES 


Due to the increasing unpopularity of the Communist Party among 
the American people and the fact that it has been more and more 
subject to attack by the Government because of its subversive charac- 
ter and its ties with the Soviet Union, that party has often preferred 
to worm its way into other political parties to accomplish its purposes 

‘ather than to rely solely on its own efforts to masquerade as a legiti- 
mate political party. Some light was shed on this process of political 
infiltration by Dr. Bella V. Dodd, a former member of the National 
Committee of the Communist Party USA, and its former legislative 
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representative in New York State. She was in fact the party’s 
specialist in political affairs in New York from 1944 through 1946. 
She described her duties as follows: 


On the political scene, it was my obligation to study and 
analyze the State of New York from the point of view of 
getting as much Communist advance in public office as pos- 
sible. This meant analyzing the possibilities of capturing 
congressional seats, senatorial, State senator, State assembly, 
and citywide and statewide offices (p. 1468). 


The New York State Committee of the Communist Party prepared 
for elections “at least a year or 2 years in advance,” deciding what 
districts to concentrate on and the contour of the statewide ticket as 
a whole. The party had a number of strings to its bow. It controlled 
the American rater Party, certain labor organizations and mass or- 
ganizations of minority groups. It worked with someone within the 
Republican Party and someone within the Democratic Party (pp. 
1468, 1469). 

As a practitioner in the field of Communist political manipulation, 
Dr. Dodd described some of the methods employed. “Often”, she 
declared, “they would support a man who was a weak person for elec- 
tion to office because they could get him to do what they wanted him 
to do.” Sometimes this was a person who was frequently absent 
from Congress. It did not matter as long as he could be counted 
upon to do the Communist bidding. In a certain district which was 
rapidly becoming more radical, the Communists would push their 
victim to the point where he could make no more concessions and then 
ruthlessly drop him. They would make it a practice to concentrate 
upon electing a candidate in a district where little money was re- 
quired to accomplish that purpose, for example in a rural area. At 
the other end of the scale, the party conducted political negotiations 
with Mayor LaGuardia of New York (p. 1475). 

A favorite device of the party is for a Communist to become the 
political valet of some leading public figure and use this office as a 
base for Communist operations. In the case of the great metropolis 
of New York, the Communist Party, according to Dr. Dodd, placed 
one of its members, Paul Ross, in the highly influential position of 
confidential secretary to William O’Dwyer, then mayor. Dr. Dodd 
worked with Mr. Ross during that period and channeled through 
him party requests and party problems (p. 1468). Ross was Ameri- 
can Labor Party candidate for mayor of New York in 1950. (Al- 
though the subcommittee endeavored to have Mr. Ross appear before 
it to comment on this testimony, it was not successful.) 

Dr. Dodd was succeeded in her position by Simon Gerson, a Com- 
munist, who became the confidential secretary of Stanley Isaacs, the 
borough president of Manhattan in New York City (p. 1481). 

F. H. LaGuardia was mayor of New York from 1934 to 1945. 
During this period he appointed Clifford T. McAvoy as his welfare 
commissioner. According to Dr. Dodd, McAvoy was a member of 
the Communist Party at that time. The granting of relief thus be- 
came an important instrument in the arsenal of the party with which 
to deal with its friends and its enemies (p. 1469). 

According to Dr. Dodd, she worked with certain lower level people 
in the Republican Party, while her superiors worked with those on a 
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higher level. A concealed member of the Communist Party also 
reported on the activity of the Young Republican Club. She men- 
tioned the name of Jules Justin, as that of a Communist who ran for 
Congress and other offices on the Republican Party ticket (p. 1470). 

Dr. Dodd also knew as a Communist Party member one Hyman 
Forstenzer, who was her assistant as legislative representative in the 
teachers union, and who has since become the deputy commissioner of 
mental hygiene in New York State (p. 1471). 

She recognized as a fellow Communist, Hugh DeLacy, who had 
worked his way into the Congress of the United States as a Democratic 
Congressman from the State of Washington. Dr. Dodd knew him as 
a member of the national executive committee of the American Fed- 
eration of Teachers and of that federation’s controlling Communist 
fraction. DeLacy had also been a member of the Washington State 
Legislature (p. 1475). 

Dr. Dodd described the political activities of Frederick Palmer 
Weber, a fellow Communist, as one who was “very active on Capitol 
Hill, holding various positions in various Senators’ offices” and hold- 
ing “some very important posts with some Republican organizations 
in Connecticut” in 1948-49. She knew him as a Communist through 
the year 1947 (p. 1473). 

When Mr. Weber appeared before the Senate Internal Security Sub- 
committee earlier he invoked the fifth amendment as to his 
Communist Party membership while he was successively a junior 
economist on the staff of the House Committee on Interstate Migra- 
tion, investigator for the War Mobilization Committee of the Senate 
Military Affairs Committee, and member of the Senate Labor and 
Education Committee staff. He was national research director of the 
CIO Political Action Committee in 1944 and southern representative 
of the Progressive Party, headed by Henry A. Wallace, in 1948.7 He 
was employed by Community Inventories together with Barney 
Conal (p. 1446). 

Dr. Dodd also knew Barney Conal as a fellow Communist Party 
member who was active in the CIO Political Action Committee and the 
National Citizens Political Action Committee. He was engaged in 
building up new community groups as a substitute for the traditional 
district political clubs. These groups included representatives of 
teachers’ organizations, parents’ organizations, students’ organiza- 
tions, unions, and other mass organizations. In 1952 he worked for 
the Republicans; in 1946 he worked for the Democrats; and in 1948 for 
Henry Wallace of the Progressive Party. 

In his testimony before the subcommittee, Mr. Conal had admitted 
heading an organization known as Community Inventories in which he 
worked with Palmer Weber in 1951 and 1952. In 1945 through 1947 
he operated the Voters Research Institute, after which he was asso- 
ciated with the American Management Council. 

Although Mr. Conal claimed that he had no party affiliation in the 
last 10 years, he invoked the fifth amendment in refusing to answer 
questions regarding his Communist Party membership prior to that 
time (pp. 1450, 1451). Despite Mr. Conal’s Communist associations, 
he made a number of confidential studies of a political nature caleu- 


7 Interlocking Subversion in Government Departments, pt. 4, pp. 177~—201. 
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lated to guide the political thinking of influential individuals. He 
testified : 


We had clients—it was called the Connecticut Committee, 
sir. It was a committee of businessmen that was interested 
in the analysis of the electorate in Connecticut. Many of 
the leaders of this committee were businessmen, industrialists, 
and so forth, who were interested in, most of them, I would 
say, in the condition of the Republican vote. 

We made what were community — covering what is 
broadly called the social-economic problems, issues, electoral 
issues and so forth, of the voters throughout the State (p. 
1447). 

I made analyses for various candidates (p. 1449). 

I made a number of analyses in 1952 * * * Lalso made one 
in Ohio, in the 11th and 22d Congressional Districts in Ohio 
(p. 1449). 


Mr. Conal declined to inform the subcommittee whether he had 
given up his Communist Party membership when he took up his survey 
activities, claiming his privilege under the fifth amendment to refuse 
to give testimony which might incriminate him (p. 1450). 

Mr. Conal also declined to answer questions as to his activities in 
behalf of the following Communist-front organizations: New York 
Conference for Inalienable Rights, National Emergency Council for 
Democratic Rights, the American League Against War and Fascism, 
and with outstanding individual Communists. 

The subcommittee encountered, but did not pursue, evidence in 
ee that reflected considerable Communist influence in Hawaiian 

olitics. 
. In connection with the subject matter of this section of its report, 
the subcommittee reaches the following conclusion, which has resulted 
from its activities and deliberations in 1956: 


(CONCLUSION 


Communists have infiltrated mass communications media in the 
United States, and efforts to increase such infiltration continue. 
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Section VIII 
TASS NEWS AGENCY 


The subcommittee undertook as part of its inquiry into Soviet 
activities in the United States, an inquiry into Tass, the Soviet News 
agency. As a result of this study we are able to present a rather 
comprehensive picture of that agency’s nature. 

Tass, the telegraph agency of the Soviet Union, is registered with 
the Department of Justice as operating for the purpose of “gathering 
and transmitting American news to the U. S. S. R.” Tass is pre- 
sented to the American public as “The Associated Press of Russia”. 
Tass has been, in fact, a most potent arm and cover for Soviet military 
intelligence, at least in other lands. 

Since the American section of Tass is part of an international in- 
telligence network the Senate Internal Security Subcommittee called 
upon two former agents of the Soviet military intelligence (Ismail 
Ege and Yuri Rastvorov) to outline the nature and scope of this 
organization. 

Ismail Ege, formerly known as Ismail Gusseynovich Akhmedov, 
appeared as a witness before the subcommittee on February 23, 1956. 
He is by training and experience fully equipped to describe the ac- 
tivities of Tass and to evaluate these activities in terms of military 
intelligence. He was trained at the Leningrad School of Milita 
Communications. He served as lieutenant in the 11th Radio Battal- 
ion of the Caucasian Red Army. He saw military service on the 
borders of Turkey and Iran as well as Finland. He graduated from 
the general staff war college of the Red Army in September 1940. He 
was appointed deputy chief of the fourth section of Soviet military 
intelligence. This section had the job of procuring from foreign 
countries data on technical devices having military significance. 
Ege held the rank of major. He was later appointed chief of the fourth 
section. He broke with the Soviet Government in June 1942 while 
serving as press attaché at the Soviet Embassy in Ankara (pp. 58, 
59, 60). 

Ege worked with Tass while he was an intelligence officer. He used 
an alias. By instruction of Major General Panfilov, Soviet deputy 
chief of Military Intelligence, Ege was appointed under the name of 
Georgi Petrovich Nikolayev as vice president of the Tass Bureau in 
Berlin in 1941. He filled out a multitude of forms under this false 
name, with a fictitious record of his birth, parents, education, and gen- 
- al background. His military intelligence ties were not disclosed, » but 
his documents reflected that he had graduated from the Institute of 
Journalism in Tbilisi (pp. 63, 64). 

Tass furnished an ideal cover for intelligence operations, according 
to Ege. “We had Tass cards,” he declared. “We had social standing 
as Tass correspondents. We were being invited to social parties, to 
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conferences, to press conferences. We had access to press members of 
other agencies, like Reuters, AP, UP, Wolff, and any other news 


agency * (p. 67). According to Ege, “Tass is better to us 
as a cover ‘de in the Embassy.” He explained that “foreign counter- 


intelligence organizations know that a man with a diplomatic pass- 
port of the Soviet Embassy is sometimes a spy anyway So they 
organize surveillance of him * * *. But sometimes it doesn’t come to 
the minds of the people that a little Tass correspondent is a colonel of 
the Red Army and getting information on espionage” (p. 71). 

Tass operates under certain distinct advant ages in the United States, 
Ege pointed out, because of (1) lack of restrictions, 2) freedom of 

seseh , and (3) because “many people cannot imagine or think how 
Tass * * * was extensively used as a cover for military espionage” 


», 66). 
“About 80 to 85 percent of Tass correspondents are Soviet agents 
working for some kind of Soviet intelligence agency,” Ege said | (pp. 

68, 69). 


Yuri Rastvorov, formerly second secretary of the Soviet Embassy 
in Tokyo and simultaneously lieutenant-colonel of the Soviet Intelli- 
gence Service (MVD), who defected in January 1954, also estimated 
that of Tass personnel, “about 85 or 90 percent of them belong to 
(the) intelligence service, military or political intelligence service” 
(p. 18). 

Mr. Ege was asked what kind of information he was instructed 
to secure. He answered: “We were ordered to get information on 
military data and on organization of troops, concentration, their loca- 
tion, their method of training and besides this, to get data, classified 
data, in (the) political field * * *” (p. 66). 

Ege described the methods by which Tass agents transmitted intelli- 
gence reports to Moscow. They used the diplomatic pouch, and when 
it was urgent, they used the radio. Cipher rather than code was 
preferred (p. 69). 

From his experience and contact with high-ranking Soviet intelli- 
gence officers and with the director of Soviet intelligence, Ege knew 
that Tass was used in the United States for intelligence purposes. 

Within the Soviet Union itself, Tass has specific functions as an 
instrument of the Communist dictatorship. t supplies the Govern- 
ment and the Soviet press with “retouched” information. Ege testi- 
fied that “Tass gathers commercial information” which is “analyzed 
and disseminated” to the MVD and Communist Party headquarters. 
Information supplied is “prejudiced” and “nonobjective” and calcu- 
lated to mislead its Russian readers (p. 68). 

As part of the Soviet intelligence apparatus, Tass recruits its per- 
sonnel only from tried and trusted members of the Communist con- 
spiracy. Among the intelligence (MVD) personnel employed by Tass 
and known to Ege were: 


Tarasov, real name Udin, president of Tass in Berlin (p. 65). 

Sergei Kudryavtsev, Tass Berlin (p. 65). 

Verkhovtsev, Tass Berlin (p. 65). 

Lakayeva, Tass Istanbul (p. 1020). 

Vishnyakov, chief of the Tass bureau at Ankara, Turkey, also Tass 
correspondent at Vichy, France (p. 70). 
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Mikhaylov, Tass correspondent in Turkey, a graduate of the Frunze 
Military Academy (p. 70). 

Morozov, Tass correspondent in Turkey, colonel in the Red Army, real 
name Medvedev (p. 70). 

Alkayeva, w one for Tass in Germany, an operative for Soviet Naval 
Intelligence ( p. 70). 

Augusta Okorokova, in France with Vishnyakov and in Ankara as a 
translator and typist (p. 70). 

This list was supplemented by Mr. Rastvorov who listed : 


Colonel Samoilov, chief of Tass section in Tokyo, and officer of Soviet 
Military Intelligence, real name, Sonini (p. 18). 

Captain Egorov, Tass’ representative in Tokyo, member of Soviet 
Military Intelligence (p. 18). 


The subcommittee noted also: 


Nikolai Zheveinov, New York Tass correspondent in 1944, alias Mar- 
tin, recalled from Canada after being involved in the spy ring 
exposed by the Canadian Royal Commission (p. 37). 


Reflecting on the nature of Tass activities is an incident described by 
John Rudy, public relations director of the National Federation of 
American Shipping. He recalled that a week after the Korean war 
started a girl employee of Tass phoned his oflice and asked, ““How 
many American ships were in waters near Korea?” Mr. Rudy stalled 
off her questions, saying he did not have such information at his finger- 
tips and that most of it was secret. A few days later the same voice 
called back with even more persistence. She wanted to know about 
private vessels not under Military Transportation Service. How 
many were in Korean waters? What types were they? What ton- 
nage? Whatcargoes? Speed? When built? How many ships did 
the United States have abuilding? How many ships were being built 
abroad ¢ 

Mr. Rudy later consulted the Navy and was instructed not to give 
out such information under any circumstances. 

Later another Tass employee, according to the evidence, called 
asking about military supplies being moved to Europe. On another 
oceasion a girl from Tass called Mr. Rudy’s secretary to try to get 
shipping information, whereupon Mr. Rudy warned his whole office 
so that no information was forthcoming (pp. 32, 33). 

Testimony of members of the Tass staff in the United States fully 
bears out the above pattern showing the intimate interlocking rela- 


tionship between Tass, an agency of the Soviet Government, and the 
Communist Party, U.S. A. 


HARRY FREEMAN 


Harry Freeman was born in the United States. He is deputy 
manager of the New York office of Tass, and aid to the Russian acting 
manager, Leonid Velichansky. Freeman served a long apprenticeship 
with the Communist Part ty, U.S. A. From March 1927 to September 
1928, he was a member of the staff of the Daily Worker, official Com- 
munist Party organ. When asked about his membership i in the Com- 


munist Party, he invoked the fifth amendment for the period prior 
to August 1941 (p. 34). 
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In 1941, Tass announced to its employees a rule “against participa- 
tion in political activity.” Freeman invoked the fifth amendment as 
to whether he had then resigned from the Communist Party (p. 34). 

When asked if he had associated as a Tass newsman with “people 
whom you have known to be active in Soviet espionage,” Freeman at 
first made a denial. Later he invoked the fifth amendment regarding 
his dealings with the following persons: (1) Hede Massing, who has 
testified responsively before this committee regarding her activities 
as a Soviet espionage agent; (2) Paul Massing, her former husband; 
(3) Gerhardt Eisler, a representative of the Communist International; 
(4) John Abt, who has declined to deny sworn testimony on grounds 
of privilege that he was a member of an underground ring of the 
Communists operating in Washington; (5) Louise Bransten, who 
has refused to deny sworn testimony she was a member of the Com- 
munist party who cooperated with Soviet espionage agents; (6) 
Arthur Ewert, a representative of the Communist International; 
(7) Cohen (an alias). a representative of the Communist Interna- 
tional; (8) Robert F. Hall, Communist Party organizer and Daily 
Worker correspondent; (9) Charles Recht, counselor for the Soviet 
Embassy; and (10) Alexander Trachtenberg, a Communist Party 
leader who heads the International Publishers, a Red publishing 
house. Freeman admitted his contact with the following persons 
who have invoked the fifth amendment regarding their Communist 
Party membership: (1) Edwin S. Smith; (2) Howard Fast, Daily 
Worker columnist; and (3) James Allen, editor and writer on forei 
affairs. He admitted having furnished Tass credentials to Latin 
America for the former United Nations employee, Ursula Was- 
serman, who has been identified as a Communist Party member (pp. 
35, 36, 40, 41,42). 

As a Tass correspondent, Freeman has attended both White House 
and State Department press conferences. In the Communist hier- 
archy Freeman has reached sufficient status to be photographed at a 
formal dinner beside former Soviet Foreign Minister V. M. Molotov, 
according to the Saturday Evening Post of January 20, 1951 (p. 38). 

Freeman estimated that the Tass daily quota of words sent to Mos- 
cow was between 5,000 and 6,000; that Tass transmitted monthly about 
175,000 words through the usual commercial communications channels 
(p. 31). 

"Stasi Adeline the services rendered by Tass in the United States, its 
expenses are comparatively insignificant. Its registration statement 
submitted to the United States Department of Justice for the 6 months 
ending September 30, 1955, showed total operational expenses of 
$151,575. Of this sum $38,743.09 was paid to RCA Communications, 
Western Union, Associated Press, United Press, Washington News 
Service, New York Telephone Co., Chesapeake & Potomac Telephone 
Co., and the Federated Press, a Communist-controlled news service, 
which recently suspended operations. 


HAYS JONES 


Hays Jones identified himself as a writer in the commercial depart- 
ment of Tass. He said he had been a rewrite man for the past 12 years 
(p. 44). Jones invoked the fifth amendment regarding his Commu- 
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nist Party record, specifically with reference to questions on the fol- 
lowing points (pp. 44-47) : 

(1) His membership in the Communist Party a week or 2 days be- 
fore he went to work for Tass. 

(2) His membership in the Communist Party when he worked for 
the Marine Workers Industrial Union, a Communist-controlled or- 
ganization. 

(3) Whether he ever acted as a courier for the Communist Party. 

(4) Whether he knew George Mink, an internationally known Com- 
munist agent. 

(5) Whether he knew Alfred Wagenknecht, head of the Communist 
Party of Illinois. 

(6) Whether he had spoken on May 29, 1941, at the Chicago Work- 
ers School, a Communist school, located at room 207, 231 South Wells 
Street, Chicago, and whether he had there reported that there were 
362 Communist Party members on Great Lakes ships and that 17,000 
pamphlets on How To Prepare for an Emergency had been distributed. 

(7) Whether he was the author of a pamphlet entitled “Seamen and 
Longshoremen Under the Red Flag.” (The pamphlet, which called 
upon readers to “join the Communist Party” and to support a “Soviet 
America,” was placed in evidence.) 


SASHA SMALL LURIE 


Sasha Small Lurie, born Sasha Small in Montreal, Canada, iden- 
tified herself as an editor in the New York office of Tass. She had 
rendered long service for the International Labor Defense (cited by 


Attorney General Francis Biddle as “the legal arm of the Communist 
Party,”) which was actively engaged in defending Communist cases. 
Mrs. Lurie admitted she had been the editor of publications of the In- 
ternational Labor Defense, specifically the magazines Labor Defender 
and later Equal Justice, from about 1938 to the fall of 1942 (pp. 50, 
51). Her next job was raising money for a committee collecting funds 
for war orphans of Stalingrad (p. 50). The committee also placed 
in the record two articles by a Sasha Small which appeared in the 
International Press Correspondence, one in the issue of April 27, 
1935, and one in the issue of December 22, 1934. These articles dealt 
with the defense of the Canadian Communist Party and International 
Labor Defense activity in behalf of the Scottsboro boys (pp. 51, 52, 53). 

Mrs. Lurie refused to affirm or deny her affiliations with the Commu- 
nist Party, invoking her rights under the fifth amendment on the 
following points: (pp. 51-55). 

(1) Whether she was a member of the Communist Party on the day 
before she accepted Tass employment. 

(2) Whether she was a member of the Communist Party when em- 
ployed by the Labor Defender. 

(3) Whether she was a member of the Communist Party when she 
worked for the Committee for War Orphans in Stalingrad. 

(4) Whether she wrote a pamphlet entitled “Women in Action” for 
Workers Library Publishers, a Communist publishing house, which 
pamphlet called upon women to “join the Communist Party and 
march shoulder to shoulder with all the toiling masses toward a Soviet 
America”. (The pamphlet was placed in evidence.) 
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TRAVIS KEEN HEDRICK 


Travis Keen Hedrick was employed by Tass in 1948 on a temporary 
basis. He got the job through Harry Freeman. Later Hedrick was 
employed by the Soviet Embassy on their Information Bulletin (from 
September 7, 1948, to April 1951). As a Tass representative he cov- 
ered sessions of Congress. He declared that Tass had precisely “the 
same function as the Associated Press, the United Press.” He had 
also been employed in 1943 by the United States Office of War Infor- 
mation asa labor editor. 

Mr. Hedrick’s testimony? disclosed his Communist Party record, 
which was clearly a prerequisite for his employment by Tass and the 
Soviet Embassy. Although denying Communist Party membership 
after September 7, 1948, when he was employed by Tass, he invoked 
the fifth amendment when asked : 

(1) “Were you a Communist February 1, 1948, the day before you 
took up employment with Tass?” 

(2) “Have you ever been a Communist at any time?” 

(3) “Have you ever used any other name than the name of Travis 
Keen Hedrick?” 

(4) “Have you not used the name Tom Keen ?” 

(5) Do you know that Mary Staleup Markward named you in testi- 
mony before the House Committee on Un-American Activities, as a 
member of the Communist Party? * * * Is that statement true?” 

(6) “I put it to you as a fact, and ask you to affirm or deny this fact: 
that in 1945, you were a member of the City Committee (of the Com- 
munist Party) of Washington, D.C.” 

(7) “I put it to you as a fact and ask you to affirm or deny that fact, 
that, in 1945, while you were a member of the City Committee of the 
Communist Party, you and two other Communists were appointed to 
a committee to assume responsibility for the execution of the decisions 
of the City Committee of the Communist Party in the white-collar 
units within the Communist Party in Washington, D. C.” 

(8) “I put it to you as a fact, and ask you to affirm or deny this fact, 
that on November 5, 1945, you were designated as a member of the 
newspaper unit of the local Washington, D. C., Communist Party.” 

(9) “I put it to you as a fact that on January 31, 1946, you were 
summoned to a meeting of the City Board of the Communist” Party in 
Washington, D. C., for certain disciplinary reasons, and I ask you to 
affirm or deny that fact.” 

(10) “I put it to you as a fact that in June of 1946 you attended a 
Communist Party convention in Baltimore, Md., and I ask you to 
ai‘irm or deny that fact.” 

(11) “To your knowledge, was Mrs. Hedrick ever a member of the 
Communist Party ?” 

(12) “I put it to you as a fact that in October 1947, the Rob Hall 
Club of the local Communist Party had a meeting at your home, and I 
ask you to affirm or deny that fact.” 

(13) “You were a Communist Party member when you were pub- 
licity director for this affiliate organization of the CIO (Oil Workers 


2 Hearings on Communist Propaganda Activities in the United States, September 11, 
1951, before the Senate Internal Security Subcommittee, pp. 99-121. 
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Grguniontioa Campaign) in Washington, in 1942 and 1943; were you 
not ¢ 

Hedrick made a few admissions which bear out this record. He 
testified that he had been publicity director for the Oil Workers Organ- 
izing Committee( CIO) until December 1943 under Edwin 8S. Smith. 
(Smith invoked the fifth amendment regarding his Communist Party 
membership when he appeared before this subcommittee. ) 

As business manager and Washington correspondent: of the Feder- 
ated Press, Hedrick was in the office of the Daily Worker on a number 
of occasions. He was in contact with George Morris, its labor editor. 
The Daily Worker published a number of Hedrick’s Federated Press 
articles. (The Federated Press has been cited as subversive by the 
House Committee on Un-American Activities on March 29, 1944, and 
by the American Federation of Labor on June 2, 1923.) 


JEAN MONTGOMERY 


Jean Montgomery worked as a reporter for Tass from 1941 to 1955. 
She covered Congress, the White House, and the State Department. 
In addition to her Tass credentials, she carried a card admitting her to 
Congress and the White House. She has attended off-the-record 
meetings (p. 413). 

The subcommittee was interested in the Communist background of 
this American employed by Tass, a Soviet Government agency. Miss 
Montgomery invoked the fifth amendment when asked: “Were you a 
member of the Communist Party the day you took up your employ- 
ment with Tass?” (p. 415). 

She said she was not a member of the Communist Party while em- 
ployed by Tass, explaining that Tass had a regulation that its em- 
ployees could not engage in any political activity (p. 416). Despite 
this regulation she admitted her associations, during her Tass em- 
ployment, with the following persons who when called before the 
subcommittee invoked the fifth amendment regarding their Com- 
munist Party membership: (1) John B. Stone, Federated Press and 
National Guardian correspondent; (2) Alexander Sherman, distribu- 
tor of Soviet and other foreign films; (3) Natalie Lamken, teacher of 
English at the Hungarian, Russian, and Polish Embassies; (4) 
Corinne Lautman, stenographer for Tass from 1947 to 1949; (5) Nat 
Einhorn, public relations officer for the Polish Embassy; and (6) 
Alden Todd, son of Laurence Todd and a Federated Press corre- 
spondent (pp. 416-436). 

Miss Montgomery met Yuri V. Novikov, second secretary of the 
Soviet Embassy, on a number of occasions. (On January 15, 1953, 
the State Department announced in cooperation with the Department 
of Justice, that the Soviet Embassy at Washington had been notified 
that Mr. Novikov had been declared “persona non grata” and that “his 
immediate departure” had been requested because of his connection 
with the espionage case of Otto Verber, et al., against whom an indict- 
ment had been opened.) (Pp. 4382-435.) 


EUPHEMIA HALL 


Euphemia Virden Hall worked for Tass News cy from Febru- 
ary 1, 1948, to November 1, 1951. She was asked whether as a student 
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at Sarah Lawrence College she had been recruited into the Communist 
Party by Genevieve Taggard, a member of the faculty and the wife of 
Kenneth Durant, former director of Tass. Mrs. Hall refused to an- 
swer on the ground that a truthful answer might tend to incriminate 
her (p. 821). Through Durant she met Harry Freeman, and thus 
ultimately obtained employment with Tass. Incidentally, Mrs. Hall 
is now the wife of Robert F. Hall, editor of the Sunday edition of 
The Worker and former Communist Party organizer in the South 
(p. 820). Mrs. Hall denied membership in the Communist Party dur- 
ing her employment with Tass. But she invoked the fifth amendment 
with regard to the following questions concerning her Communist 
toast member ship during other periods: 

(1) “Are you a Communist now” (p. 822). 

(2) “Were you a Communist the day before you went to work with 
Tass ?” (p. 822). 

(3) “Were you a Communist the day after you worked for Tass?” 
(p. 822). 


ESTHER LOWELL SHIELDS 


Esther Lowell Shields does editorial work in Tass, assisting Harry 
Freeman. Mrs. Shields carries credentials from the New Y ork Police 
Department. She has covered sessions of the United Nations and the 
Security Council. She has worked for Tass for the past 20 years. 
During this entire time she testified that she had not been a member of 
the Communist Party (pp. 824, 825). 

On the following other phases of Communist activity, she invoked 


the fifth amendment, namely 

(1) “You mar ried Thomas Arthur Shields on May 29, 1923, did you 
not?” (p. 825). ( 

(2) “Art Shields is a writer for the Daily Worker; is he not?” 

. 825). 

(Posy “Were you a member of the Communist Party before you 
worked for the Tass News Agency?” (p. 826). 

(4) “Have you contributed to the Labor Defender?” (official organ 
of ie International Labor Defense, legal arm of the Communist 
Party) (p. 829). 

(5) “Have you been a contributing editor?” (p. 830). 

6) “Do you know Steve Nelson?” (a Communist leader) (p. 830). 

t “Did you contribute to the Rosenberg fund, Julius and Ethel 
Rosenberg ?” (p. 830). 

Although the former Miss Lowell denied having contributed to the 
International Press Correspondence, official organ of the Communist 
International, a file of this paper disclosed a book review by Esther 
Lowell in the issue of March 31, 1934, page 508, volume 14, No. 19. 
This review was entitled “A Vivid Picture of Changing China.” It 
dealt with Agnes Smedley’s book, Chinese Destinies. (Agnes Smed- 
ley was involved with Communists in China.) 


BILL MARDO, ALSO KNOWN AS WILLIAM BLOOM 


Bill Mardo testified to his employment with the Washington Bureau 
of Tass, in a teletype and reportorial capacity, from July 1951 to 
April 1952. But he would not disclose his present employment, nor 
his employment before he went to work for Tass. When he was ques- 
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tioned on these points, he invoked the fifth amendment. After his Tass 
job, Mardo was engaged by the Soviet Information Bulletin, a Soviet 
Embassy publication. Then he resumed work at Tass for approxi- 
mately a year (pp. 831, 832). 

Mardo recalled covering press conferences of President Truman and 
of the Secretary of State (p. 833). 

Mardo also invoked the fifth amendment as to his membership in 
the Communist Party and as to the following articles appearing under 
his name in the Daily Worker: (1) A Blood Bath in Guatemala, 
November 26, 1954, page 6; (2) Voting in the 24th Congressional 
District in the Bronx, October 29, 1954, page 6. Articles under 
Mardo’s byline have appeared in the Daily Worker for February 15, 
1948, page 5, magazine section; April 5, 1955, page 4; and April 29, 
1955, page 1 (pp. 834-837). 

The Daily Worker of May 13, 1954, page 5, shows Bill Mardo as a 
member of the provisional committee in charge of the celebration of 
May Day. When asked about this he invoked the fifth amendment 

. 836). 
+P ccoeiliig to committee files, Bill Mardo’s name appeared in con- 
nection with articles in the west coast Communist publication, Daily 
People’s World, of February 16, 1946, and May 27, 1948. When asked 
about his contributions to this paper, he again invoked the fifth 
amendment (p. 837). 

SAMUEL KRAFSUR 


From 1941 to 1949 Samuel Krafsur worked for Tass, first in the 
traflic department and later as an editor. In Washington he was 
assistant to the bureau head, Laurence Todd. Krafsur covered Con- 
gress, the State Department, and chiefly the White House, including 
sessions which were announced as off the record (p. 839). 

With reference to his membership in the Communist Party, Krafsur 
claimed he was not a member during his Tass employment. But he 
invoked the fifth amendment when asked about (1) his Communist 
Party membership prior to December 1940; (2) his relations to the 
Veterans of the Abraham Lincoln Brigade (a Communist-sponsored 
group which fought in the Spanish civil war); and (3) his use of 
a name other than his own (p. 842). 


LAURENCE TODD 


Laurence Todd was associated with Tass from 1923 to 1952. He 
was in charge of a Washington report for the agency and served as 
Washington correspondent. He once occupied a desk in the press 
room of the State Department. He denied ever having been a member 
of the Communist Party (p. 845). 

But Todd resorted to the fifth amendment in refusing to answer 
the following questions: 

(1) Whether he made a speech at a farewell party in honor of Rob- 
ert F. Hall, Daily Worker reporter and Communist Party organizer, 
on November 21, 1952, at Inspiration House, Washington, D. C. (p. 


847). 
(2) Whether he knew Nathan Gregory Silvermaster and William 
Ludwig Ullman. Both had been cited in testimony as members 
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of an underground ring of the Communist Party in Washington, 
D. C., and beth had invoked the fifth amendment in refusing to reply 
to this charge (p. 848). 

(3) Whether . attended a meeting on December 9, 1947, at the home 
of David Wahl at 3 Lexington Street, Kensington, Md. (p. 847). 

Todd admitted dealings with the following persons who lows in- 
voked the fifth amendment when questioned as to their Communist 
activities: (1) Louise Bransten, also known as Louise Bransten Ber- 
man; (2) Mary Jane and Philip O. Keeney; (3) Lee Pressman (who 
later admitted having been a member of the Communist Party) ; and 
(4) Alice Barrows. Todd also admitted knowing Robert F. Hall, 
mentioned above, and Lauchlin Currie, mentioned in testimony as co- 
operating with an underground ring of the Communist Party (pp. 
846-849). 

Early in the course of our investigations we learned of the impor- 
tance to the Communist apparatus of establishing contacts, particu- 
larly between Soviet agents and informed officials of the United 
States Government. On May 29, 1952, Hede Massing, who testified 
regarding her career as a Soviet agent, explained this point: 

“Well, of course, there are various kinds of contacts one makes, and 
various intensities at which one works on such a contact. * * * Well, 
first of all I would come here and report on possible prospects to m 
Russian superior. I would then be ordered, advised, to work on te 
prospects. And then I would, after intensive working on such pros- 
pects, hand them over toa Russian * * *. It was a question of getting 
important and useful people, even if they would not be of immediate 
use, if they would be of future use * * * (I spent) many months on 
Noel Field and a few months on Lawrence Duggan.? * * *” 

Todd received from his brother in China a letter introducing Oliver 
Edmund Clubb, formerly stationed in China as a State Department 
attaché. As a result Todd met Mr. Clubb when the latter was in 
Washington. A portion of the diary of Mr. Clubb dated July 7, 1932, 
reads as follows: 

“So we dined at the Press Club. The morning of the 6th, Todd took 
me to see Skvirsky, head of the Soviet Information Bulletin in Wash- 
ington. Questions on China were quick, direct, and to the point.” 

When this excerpt was read to Todd he testified: “It may be that 
I accompanied him to meet Mr. Skvirsky. It may be.” (P. 849.) 

Todd was questioned about a letter from Rose Yardumian, Wash- 
ington representative of the Institute of Pacific Relations, to Edward 
C. Carter, its executive secretary. The letter was dated January 20, 
1944, and revealed Todd’s part in arranging contacts with leading 
United States Government officials.® 


2 Institute of Pacific Relations, Senate Internal Security Subcommittee, pt. 13, p. 4799. 
3 Full text of this letter, which is found at p. 161, pt. 1, of the subcommittee hearings 
on the Institute of Pacific Relations, is as follows: 


AMERICAN COUNCIL, 
INSTITUTES OF PACIFIC RELATIONS, 
Washington, January 20, 1944. 
Mr. Epwarp C. CARTeER, 
International Secretariat, Institute of Pacific Relations 
New York, N. ¥. 


Dear Mr. Carter: I received your letter of yanuery 17 with copies of the telegrams 
you sent Mr. Hiss and Mr. Currie. I called Alger Hiss yesterday morning and he told 
me that he had received your wire but was sure that I would understand that he could 
pot make the first advance in arranging a private talk with Rogoff. He mentioned the 
Rogoff articles in War and the Working Class and that Rogoff’s material had caused con- 
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Although he knew both Rogov and Hornbeck, Mr. Todd said he 
could not recall the circumstances mentioned in the letter (p. 851). 
When questioned about this letter July 25, 1951, Mr. Carter remem- 
bered it very well and did not challenge it. 


VLADIMIR ROGOV (ROGOFF) 


Mr. Edward C. Carter, formerly secretary-general of the Institute 
of Pacific Relations, was fully informed regarding the qualifications 
of Vladimir Rogov for work in the United States. In his testi- 
mony he declared that “(1) his English is perfect, and (2) his son 
had been at the American school in Shanghai, and he knew a good 
deal about American psychology.” In addition, according to Carter, 
Rogov knew the Chinese language and had been in China 5 years.‘ 

Ismail Ege has testified he knew a Vladimir Rogov, a correspondent 
of Tass as an intelligence officer in the third section of Soviet military 
intelligence.** 

In the files of the Institute of Pacific Relations, the subcommittee 
found a letter from Carter to the Misses Carter, his daughters, dated 
November 8, 1943, giving a report on his activities in Moscow, which 
revealed his early contact with Rogov. We quote: 

“T had an important engagement with a Russian expert on China 
whom I had been trying to see ever since I arrived, so I spent 3 hours 
with Rogoff instead of going to the airport to see the celebrities (Hull, 
Eden, Harriman) arrive.” ® 

Mr. Carter, who had been strongly pro-Soviet in his sympathies and 
activities, took it upon himself to introduce Mr. Rogov into imfluential 
circles in Washington, upon the latter’s arrival in the early part. of 
1944, Developments would indicate that Rogov, disguised as a Tass 
correspondent, was embarked, with the aid of his American friends, 
upon a bold move to influence American policy with respect to Chiang 
Kai-shek. The timing and sequence of events is startling. 


siderable controversy in circles here. He said that if Larry Todd wanted to bring Rogoff 

to Hornbeck's office, they would not refuse to see him. I am not sure that I understand 

the machinations of our State Department. Bill Johnstone saw_no point in my trying to 
et - a with Mr. Hornbeck directly, since presumably Hiss had consulted with 
ornbeck, 

Mr. Currie has arranged to see Rogoff at 12 o’clock today. Colonel Faymonville is 
returning to Washington from New York this morning and is supposed to get in touch 
with our office then. 

Rogoff visited our offices yesterday afternoon and Bill and I had a little talk with him 
about the small meeting which we had hoped to hold Thursday at 5:30. Rogoff said 
that he thought that it was unwise for us to hold the meeting ; that certain Chinese Groupe 
in Washington were very distressed at the fact that he was talking so much. He thinks 
that it would be bad for the Institute of Pacific Relations to have him speak under its 
auspices. Bill and Anne Johnstone had hoped to get a small group of people together 
at their home this evening—the Hornbecks, Remers, Blakeslees, and a few others—but time 
is very short and many of these people have already made plans for this evening, so the 
Johnstone idea will probably not come off, However, Rogoff is coming in to our office 
at 2 o’clock today; Bill is planning to take him to the Cosmos Club to talk with Owen 
Lattimore, Car] Remer, and John Carter Vincent. After he talks with these people, we are 
making arrangements to take him to the Library of Congress and a few other places. 

I am sorry that our meeting did not work out for him as I know that there are many 
people here who would have enjoyed hearing him. 

Sincerely yours, 
Rose, 
Rose Yardumian. 


P. S. I am enclosing a list of the Army-Navy people who have accepted to date. 
P. 8. 8. Rogoff and Bill have been at the Goumos Club for the last 2% hours talking 
with Lattimore, Remer, and Vincent. 


‘TPR hearingh. JF, 1, p. 132, 
4s Hearings on Interlocking Subversion in Government Departments, p. 1018. 
5]. P. R. Hearings, pt. 14, p. 5059. 








130 INTERNAL SECURITY—1956 REPORT 


In 1942 and 1943, the Soviet Government and the Chinese Com- 
munists were giving conditional support to Chiang Kai-shek for fear 
of a Japanese attack on Russia. On August 12, 1943, however, the 
Daily Worker, official Communist Party, USA, organ, reprinted an 
article by Tass correspondent Vladimir Rogov, from the official organ 
cf the Soviet trade unions, the War and the Working Class, published 
in Moscow on August 6, 1943. The article was headed “Editorials and 
Comment—Soviet Expert Warns of Appeasers in China.” It was 
sent by wireless through the Inter-continent News, a Soviet news 
agency. Mr. Louis F. Budenz, who was the editor of the Daily Worker 
at the time, later explained in testimony the purpose of this article, 
which he was ordered by his Communist superiors to publish. Said 
Budenz: 

“The policy had been critical of Chiang Kai-shek, but the policy 
now was, as we understood it, that we were to prepare for an all-out 
attack on Chiang Kai-shek, which was entirely different. However, 
if I may continue this, what the Soviet Government was trying to 
tell us was that this should be done under the cover of coalition gov- 
ernment * * * but the purpose of this whole thing was to put the 
skids, if I may use that sags under Chiang Kai-shek under a gradual 
developing campaign for coalition government.” ® 

Testimony shows that it was also suggested in the Politburo of the 
Communist Party, USA, that T. A. Bisson supplement the Rogov arti- 
cle with one explaining the democratic character of the Chinese Com- 
munists and indicating that Chiang Kai-shek and his group 
represented anti-democracy. Such an article by T. A. Bisson did ap- 
pear in the Far Eastern Survey of July 14, 1943, official organ of the 
American Council of Pacific Relations, a publication which was widely 
circulated in State Department and other United States Government 
channels. This article picked up the Rogov line, and in referring to 
the contrast between Nationalist and Communist China, used the 
catch-line: 

“To be more descriptive, the one might be called feudal China; the 
other, democratic China.” 

The article said in part: 

“Capitulators and defeatists holding high posts in the Kuomin- 
tang * * * weaken China * * * (and) had sent large forces to the 
area in which the (Chinese Communist) armies were operating * * * 
to disarm them and wipe out the Communist Party. If these ad- 
ventures are crowned with any success, antidemocratic and antipopular 
elements will gain the upper hand in Chungking.” 

The next step in the process of injecting the Rogov line into the 
stream of American public opinion on China, was the reprint of his 
article in the September 1943 issue of Amerasia, a pro-Communist 
magazine, which was also widely circulated in State Department and 
military channels. Under the heading of “The ‘Two Chinas,” this 
magazine published a laudatory introduction to the article quoting 
liberally from T. A. Bisson, as well as a sympathetic piece by Raymond 
Gram Swing entitled “An Appraisal of Conditions in China.” 

On July 20, 1943, W. L. Holland, research secretary of the Institute 
of Pacific Relations, wrote to Owen Lattimore, then with Office of War 





*Ibid., pt. 2, p. 530. 
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Information, that the Bisson article “has caused a considerable storm’ 
among some of the official Chinese here”; but he added “I think the 
article is fundamentally sound.” ? 

In letters dated December 6 and 7, 1948, Lt. Col. Edward L, Barlow 
Chief of the New York Office of Military Intelligence, acknowledge 
receipt of the Rogov article from Mr. Holland and declared that it is 
“being used at the present time.” ® 

On January 17, 1944, Mr. Carter took his next step. He sent iden- 
tical telegrams to Alger Hiss, Department of State and to Lauchlin 
Currie at the Foreign Economic Administration, reading as follows: 

“My friend, Vladimir Rogoff, Tass correspondent en route Moscow 
to London. Will be in Washington, Wednesday, Thursday, Friday. 
Knows Chinese language; been China 5 years; was in Shanghai fol- 
lowing Pearl Harbor until last March. Perhaps you would enjoy 
meeting him. If so please communicate Tass, Washington.” * 

On the same day Carter wrote a letter to Rose Yardumian, in charge 
of the Washington office of the Institute of Pacific Relations and cur- 
rently in Communist China, as follows: 


New Yors, N. Y., January 17, 1944. 
Miss Rost YARDUMIAN, 
Institute of Pacific Relations, 
744 Jackson Place NW., Washington, D. C. 


Dear Rose: Here is a copy of a telegram [ have just sent to Alger 
Hiss. Would you telephone him that I think Hornbeck and he would 
greatly appreciate a private talk with Rogoff. I also enclose a copy 
of a telegram I have sent to Currie. You might phone Currie, too, 
telling him I think he would like to talk with Rogoft. 

Will you telephone Rogoff at Tass Wednesday morning and ask him 
whether he would like you to arrange for him to visit the Library of 
Congress, the Mellon Gallery, or the IPR. 

Will you also phone Colonel Faymonville in the Ordnance Depart- 
ment of the War Department to say that I thought he would want to 
know Rogoff was in Washington. You could explain to Faymonville 
that Rogoff can be reached at the Tass office in Washington and that 
he will be there on Wednesday, Thursday, and Friday. 

It may be that you would like to find out from Rogoff whether he 
would like to meet at the office 4 or 5 Congressmen like Judd and Ful- 
bright. But don’t make this suggestion if it clutters up the time 
which you may want to give to more urgent matters. 

Sincerely yours, 
Epwarp C. Carrer.?® 


The individuals mentioned in this correspondence are worthy of 
note: Alger Hiss, Director of the Office of Special Political Affairs, 
State Department; Stanley Hornbeck, Chief of the Far Eastern Di- 
vision, State Department; Walter H. Judd, Congressman from Min- 
nesota; James W. Fulbright, then Congressman from Arkansas; 
Lauchlin Currie, Deputy Administrator, Foreign Economic Admin- 
istration, and former Administrative Assistant to the President; Col. 


7 Ibid., pt. 14, p. 5010. 
8 Ibid., p. 5011. 
®Ibid., pt. 1, p. 182. 
2 Tbid., p. 145. 








132 INTERNAL SECURITY—1956 REPORT 


Philip Faymonville, United States military attaché in Moscow and 
head of the military assistance program. 

The official positions of persons mentioned in connection with the 
Rose Yardumian letter of January 20, 1944 (printed above), discussin 
—_ appointments, were: William C. Johnstone, dean of the Schoo 
of Government, George Washington University, later with the State 
Department ; Charles F. Remer, adviser on Far Eastern economic de- 
velopment, State Department; John Carter Vincent, Chief, Division 
of Chinese Affairs, State Department. (The Cosmos Club luncheon 
was recalled by Messrs. Vincent and Lattimore when they testified 
before the subcommittee. ) 

A further sidelight on Vladimir Rogov and his political stature is 
found in a letter sent to Harriet Moore of the American Russian Insti- 
tute by E. C. Carter from London on October 12, 1945: 

“Rogoff, as you will suspect, I have seen several times with great 
rofit and with great delight because he has many of the qualities that 
romyko and Molotov lack.” ™ 

Igor Bogolepov, a former official of the Soviet Foreign Office, 
who had been (1) a lieutenant colonel serving as liaison officer 
with the Red army and (2) assistant to the chief of the League 
of Nations division of the Soviet Foreign Office, testified that both 
Vladimir Rogov and Vladimir Romm were “key people in mili- 
tary intelligence” in the Soviet Union. He referred to Tass as a 
“cover organization for Soviet intelligence.” ” 


VLADIMIR ROMM 


There has been testimony that Vladimir Romm was another Soviet 
intelligence agent who acted for a time as a Tass correspondent."* 

The minutes of a meeting of the Pacific Institute of the U. S. S. R. 
held in Moscow on April 12, 1936, attended by V. E. Motiliev, direc- 
tor of the Scientific Research Institute of the Great Soviet World 
Atlas, G. N. Voitinski, chief of the Pacific “cabinet” of the Institute 
of World Economics and World Politics, and by E. Carter, Owen Lat- 
timore, and Harriet Moore, disclose the following decision relating 
to the attendance of Tass correspondent Romm at a conference of the 
Institute of Pacific Relations with the approval of Nikolai Bucharin, 
leading Soviet theoretician and editor: 

“Motiliev said that he thought Romm would be named to represent 
them in New York on the staff before the conference. This could not 
be confirmed until Bucharin came back, but he thought this would be 
worked out. E. C. C. (E. C. Carter) explained that it would be de- 
sirable to have a Soviet person on the international staff in the period 
between conferences. He suggested someone like Rogov.” * 

Owen Lattimore testified that he had met Mr. Romm at the Yosemite 
Conference of the IPR in the summer of 1936.* We have previously 
cited the testimony of Bogolepov as to Romm’s relations with Soviet 
military intelligence. 

The files of the Institute of Pacific Relations disclose a report (dated 
May 21, 1934) of a conversation between A. Arosev, president of 


1 Ibid., p. 178. 

2 [bid., pt. 13. p. 4584. 
12a Thid., p. 4584. 
8 Ibid., pt. 9, p. 8173 


¥, I ; 
™“ Tbid., pt. 10, p. 3311. 
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VOKS, the Soviet Society for Cultural Relations with Foreign Coun- 
tries, and E. C. Carter, secretary of the IPR, with reference to Mr. 


Romm: 

“Mr. Carter then described in some detail the history of the insti- 
tute’s relations with the Soviet Union. In 1929, through the warm 
interest of Commissar Litvinov, Mr. Alexandre (sic) Romm, of Tass, 
was sent to the Kyoto (IPR) Conference as an observer.” * 

In a letter dated November 5, 1936, to Frederick V. Field, who in- 
voked the fifth amendment regarding his Communist Party member- 
ship, Mr. Romm recalled that “It has been very pleasant to know you 
and to cooperate with you on some problems.” ‘The note was written 
on the stationery of the “Foreign Department, Yzvestia (a news- 
paper), Moscow.” *° 

he end of Romm was tragic. According to accounts published. in 
the American press, he was purged in 1936 after having “confessed” 
that he was the contact man between the Trotskyite conspirators in 
Russia and Trotsky himself. He was an accomplished linguist, speak- 
ing Russian, German, French, English, and Japanese. At IPR con- 
ferences he vigorously defended the Soviet constitution. As a Tass 
correspondent he reported the national political conventions of 1936 
in the United States of America, and commented later that the proce- 
dure in Russia was far more democratic and less steam-rollered. 


FRANKLIN FOLSOM 


When questioned on April 17, 1956, about his employment with Tass, 
Frank Folsom invoked his privilege under the fifth amendment. He 
refused to describe his education. He invoked his privilege against 
self-incrimination with regard to his current membership in the Com- 
munist Party and his service as executive secretary of the League 
of American Writers, which has been cited as subversive by the At- 
torney General. In the face of Folsom’s refusal to state his Tass 
employment, we found that that organization had listed him as an em- 
ploye in its registration forms of October 28, 1947, April 30, 1948, 
and November 1, 1948 (pp. 451-461). 


ALDEN WHITMAN 


Alden Whitman, a copyreader on the New York Times, who admit- 
ted his past membership in the Communist Party, USA, was employed 
by Tass in 1939-40..* When he testified before this subcommittee on 
January 6, 1956, he refused to name others whom he knew as Commu- 
nists, hallenaing the jurisdiction of the subcommittee to ask such 
questions. For this he was indicted by a Federal grand jury for con- 
tempt of the Senate. 

SUMMARIZATION 


The nature of Tass seems to be the same in both hemispheres and on 
al] continents. Thus, the findings of the Australian Royal Commis- 
sion respecting Tass strikingly parallel our own findings respecting 
the organization. 


1% Ibid., pt. 14, p. 5122. The context indicates that the name “Alexandre” is a typo- 
graphical error. 

% Tbid., pt. 12, p. 4049. 

17 Strategy and Tactics of World Communism, pt. 17, p. 1751. 
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TASS IN AUSTRALIA 


The following references to Tass are taken from Report. of the 
Royal Commission on Espionage dated August 22, 1955, issued by the 
Commonwealth of Australia: 

Tass. This is the abbreviation for Telegrafnoie Agenstvo Soviets- 
kavo Soiuza (Telegraphic Agency of the Soviet Union), the organ 
of the Soviet Government which is concerned with the collection and 
dissemination of news (p. 19). 

An illustration of the importance which the Moscow Centre attached 
to this rule of secrecy (which was designed, amongst other things, to 
minimize the risk of compromising the Ambassador or the Embassy 
should MVD activities become known) is given in the Moscow Letter 
No. 6 of November 25, 1952, par.12. The paragraph is in these terms: 


“CONCERNING THE MOTORCAR 


“Both you and Antonov knew the cover story for the purchase of 
the motorcar. In accordance with this cover story all the employees 
of the Embassy, Pakhomov’s acquaintances, and the counterintelli- 
gence have every reason for considering the car to be the property of 
the Tass agency. The authorization for the purchase of the motorcar 
was given in an unciphered communication in the name of the direc- 
torate of the Tass agency. Therefore, Antonov’s statement to the 
Ambassador that he knows nothing about the motorcar, that no one 
told him anything about it in the Tass agency, and that the motorcar 
belonged personally to Pakhomov (which you likewise confirmed to 
the Ambassador)—we consider to be an infringement of the rules of 
secrecy, which occurred because of an oversight on your part. Your 
and Antonov’s statement to the Ambassador caused the exposure of 
Pakhomov as our cadre worker. 

“In the situation which has now arisen, the motorcar should be 
left in Canberra and it should be used for operational purposes after 
you or Kislytsin have obtained a driving license. 

“Taking into consideration Antonov’s statement that he refuses to 
take the car because he is afraid to drive a motorcar in Sydney, we 
recommend to Antonov that, pending a final decision, he should take 
a course of driving lessons and that for this purpose he should use 
£15 out of the resources of your MVD section” (pp. 87 and 88). 

274. Pakhomov, who held the overt post of Tass representative, was 
an MVD worker who had already returned to the U.S.S.R. Antonov, 
who was also an MVD worker, had relieved him as Tass representa- 
tive (p. 88). 

275. The letter is of interest also from other points of view. It illus- 
trates the care taken by the Moscow Centre to preserve its activities 
and the identity of its workers in Australia from the knowledge of 
our Security Service by procuring the Moscow Directorate of the Tass 
agency to send Pakhomov the “cover story” by a communication “in 
clear” in the belief that communications with Australia were the sub- 
ject of censorship examination, and in the hope and anticipation that 
the communication would thus come to the knowledge of our Security 
Service and lull any suspicions they might have that Pakhomov, the 
overt Tass representative, was concerned with espionage activities. 
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The letter shows also that the MVD resident has funds at his disposal 
separate from the ordinary Embassy funds (pp. 88 and 89). 

277. During Makarov’s residentship, Nosov (code name “Tekhnik”) 
was the Tass representative in Australia. He was an MVD worker 
under Makarov and subsequently, for a short time, under Sadovnikov. 
In August 1950 he returned to the U.S. 8. R. (p. 89). 

281. In June 1950 Pakhomov (code name “Valentin”), another 
MVD worker, arrived to replace Nosov as Tass representative and to 
work under Sadovnikov (p. 89). 

283. In April 1951 Sadovnikov was recalled to Moscow. An unfa- 
vorable report concerning his conduct as an Embassy official which 
had been made by the Ambassador was the reason for his recall. | But 
he did not know this, and believed that he was merely going on leave 
and would return after a short interval. Before his departure he was 
instructed by the Moscow center that Pakhomov would act as tem- 
porary resident during his absence and that Mrs. Petrov would take 
over the MVD cipher work and papers, including the ciphers. _ This 
she did (pp. 89 and 90). 

284. Pakhomov, however, who had arrived in Australia only in June 
1950, had had little opportunity to accustom himself to ‘Antonio ways 
of life or to make acquaintances. From the MVD point of view he was 
under the further disadvantage that he lived in Sydney and had no 
diplomatic immunity (p.90). 

285. Pakhomov remained temporary resident until the end of 1951, 
when Petrov was appointed temporary resident in his place. There- 
after, Pakhomov acted as an MVD worker under Petrov, who was 
promoted to the rank of colonel during 1952. From the time of 
Petrov’s appointment as temporary resident, Mrs. Petrov, who had 
been Pakhomov’s cipher clerk and technical assistant, acted as Petrov’s 
cipher clerk and eeviinien! assistant (p. 90). 

286. Petrov remained temporary resident until April 1954, when he 
left the Soviet service. From early in 1953 he had known that he was 
to return to the U. S. S. R. and to be relieved of his position as tem- 
porary resident. In fact he was relieved by Kovalenok (code name 
“Stoun”), an MVD cadre worker who arrived in Sydney on April 3, 
1954, as temporary resident. It was intended that an MVD worker 
more senior than Kovalenok would later come to Australia as perma- 
nent resident. It is worthy of note that in Moscow Kovalenok had 
served in the fourth directorate of the MVD which was concerned 
with the training of espionage agents for work in an “illegal appara- 
tus” and procuring their entry into foreign countries. This is signifi- 
cant in view of the desire of the Moscow centre to create an illegal 
apparatus in Australia (p. 90). 

291. Antonov (code name “Ignat”) arrived in June 1952. His overt 
work was that of Tass representative in succession to Pakhomov. 
Antonov’s principal MVD duties—as laid down by the Moscow 
center—were to make the acquaintance of and study journalists. 
Members of the Parliament, and others who were thought to be of 
interest to the MVD. Like Kislytsin, his inadequate understanding 
of English handicapped him. Antonov left Australia with the mem- 
bers of the Embassy after Petrov’s defection (p. 91). 

(f) When Sadovnikov left Australia in 1951, Pakhomov, who still 
remained responsible for the Tass work and had been in Australia 

88974—57——10 
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for only a few months, was suddenly called upon to take over the 
control of Sadovnikov’s apparatus, and both he and Sadovnikov 
believed that this was merely a temporary expedient (p. 96). 

564. There is:also a reference to Maclean’in one of the G series of 
documents, namely the enclosure to the letter of November 10, 1949. 
(G. 8). It reads: 

“Maclean—journalist, sympathetically disposed towards us, a very 
well informed man. In T’s opinion, he will give information.” 

T stands for “Tekhnik,” the code name of Nosov, a Tass representa- 
tive and an MVD worker under Makarov and later under Sadovnikov 
(p. 159). 

691. It is apparently the worldwide Soviet practice for Tass repre- 
sentatives to be recruited espionage agents. It cértainly was so in 
Australia, where Nosov, Pakhomov, and Antonov—in succession the 
Tass men here—were all active MVD cadre workers (p. 193). 

692. The study of journalists for the MVD was primarily the task 
of the Tass representative, who could without exciting attention mix 
freely with journalists and would be naturally accepted by them as 
one of themselves. He is thus in the way of gaining access to such 
information as they have and may be able to use them as at least 
unwitting informants (p. 193). 

697. Miller told us that in 1943 he had—with the consent of his 
employer—made an arrangement with Nosov, whom he believed to 
be merely a Tass representative, to supply Nosov with news which 
might be of interest for him to cable to Tass. For these services, Miller 
said, Nosov, with the knowledge and approval of the proprietor of the 
Daily Telegraph, paid him a weekly sum of £2. Miller told us that 
he had earlier been a member of the Communist Party but had ceased 
to belong to it in 1942 because he disagreed with its policies. There 
was, he said, nothing improper in the arrangement made by him with 
Nosov, and such an arrangement to supply information of interest to 
correspondents of overseas newspapers is, we were told, a common 
practice in newspaper offices (p. 194). 

720. Although, as we have previously pointed out, O’Sullivan must 
have known that the Tass representative was an official of a Soviet 
Government organ, he said that he had no knowledge that Pakhomov 
was an MVD worker. He said that he gave exhibit H to Pakhomov 
with the purpose solely of assisting the latter to influence journalists 
to publish Soviet news (p. 198). 

721. We think it is most improbable that Pakhomov would have 
disclosed to O'Sullivan that he was an MVD worker, or that O’Sulli- 
van would have known it, but O’Sullivan’s excuse for giving Pak- 
homov exhibit H does not explain what appears to be a design to 
hide the fact that he was its author. Writing in the third person, 
he inserted some particulars about himself—including an indefinite 
statement of his age. Nor does his excuse seem to afford an explana- 
tion of the references in it to persons believed by O’Sullivan to be 
connected with our Security Service (p. 198). 

722. Whatever O’Sullivan’s purpose may have been in supplying 
exhibit H, it is clear from the Moscow letters that the document was 
got by Pakhomov for MVD purposes, and that after its dispatch to 
Moscow the center took a keen interest in O’Sullivan and regarded 
him as a promising prospective agent who as a result of his secret 
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meetings with Pakhomov and of his supplying exhibit H was “on the 
small hook.” That interest. became iatensified after O’Sullivan. be- 
eame press secretary to the leader of the opposition in April 1953 

. 198). 

Fa addition to these MVD workers or collaborators on the Em 
staff, the following Tass representatives in Australia were 
workers: 

i) Nosov (“Tekhnik”). 

ii) Pakhomov (“Valentin”). 
(iii) Antonov (“Ignat”) (p. 297). 

Paragraph 7 of letter No. 5 of September 27, 1952, to Canberra: 

“The information set out in paragraph 7 of your letter No. 4 of 
August 28, 1952, should have been notified to us by you by cable. 
Please take this into consideration and in future inform us immedi- 
ately about similar happenings. 

“We agree that Antonov should not go any more to the editorial 
office of the Tribune. Insofar as materials supplied by the informa- 
tion bureau and Photo Chronicle through Tass, intended for the 
Australian press, are official and are examined by censorship upon 
receipt, it appears expedient to us that Antonov should come to an 
arrangement with the editorial office of the Tribune that a technical 
worker should be sent to him for such material when necessary 
(p. 371). 

Po. Petrov stated that exhibit H had been handed to him in Febru- 
ary 1952 by one Pakhomov, the then representative of the Tass Agency 
and said to be a cadre worker of the MVD, who had told him that 
the document had been supplied to him late in 1951 by a journalist 
named Fergen O'Sullivan then on the staff of the Sydney Morning 
Herald (p. 420). 

12. The testing of the authenticity of exhibit J proceeded as follows: 

The Petrovs had stated— 

(a) That it was typed during 3 successive days in April or 
May 1953, at a time when Petrov was in the Canberra Community 
Hospital, and had been given by its author to one Antonov, the 
then representative of the Tass Agency and also said to be a cadre 
worker of the MVD. 

(6) That it was typed in the Soviet Embassy at Canberra. 

(c) That it was typed by Lockwood (p. 420). 


The following characteristics of Tass demonstrate both its illicit 
character and its value to the Soviets as a conspiratorial agency : 

(1) Its Russian staff has consisted largely of Soviet military intelli- 
gence personnel who are not professional journalists and who operate 
under aliases and false credentials. 

(2) Tass representatives in this country receive press and police 
cards, credentials which give them special privileges and access to 
sources of information. 

(3) While posing as a news agency, Tass has been shown to have 
been interested in information as to military and other data involving 
American security. 

(4) Information transmitted by Tass to Moscow, at least from Ger- 
many and Turkey, has included secret espionage reports sent by other 
than regular news channels, 
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(5) The use of Tass by Soviet military intelligence as a cover 
affords the Soviets a safe, economical, and convenient means of 
operation. 

(6) American Tass personnel are recruited primarily from tried 
members of the American Communist Party. 

(7) Some of the American Tass employees have had long experi- 
ence in the service of Communist front organizations. 

(8) In a number of cases throughout the world Tass representa- 
tives have been caught redhanded in espionage activities and have 
been ousted. 

(9) The affiliations of the American personnel of Tass agency 
with the Communist Party, USA, is itself a clear demonstration of 
the close links between the Communist Party of the United States 
and the Soviet Government. 

10) Despite the professed restriction by Tass upon political ac-. 
tivities on the part of its employees, such employees have carried on 
activities in behalf of Communist causes and have maintained con- 
tacts with Communist espionage agents and representatives of the 
Communist Party, USA. 

(11) Withdrawals from the Communist Party, USA, by Tass em- 
ployees are merely maneuvers for evasion purposes. 

(12) Tass representatives have covered news conferences at the 
White House, the State, and other departments, as well as sessions of 
Congress and have even attended off-the-record meetings. 

(13) Tass employees who appeared before the Senate Internal Se- 
curity Subcommittee were evasive about their Communist ties. 

(14) Tass has been used on occasion by representatives of the So- 
viet military intelligence to make contact with leading United States 
Government officials which would serve a valuable informational 
purpose to Soviet military intelligence. 

(15) After leaving Tass some employees have returned to open 
Communist activities and affiliations. 

(16) Tass has used organizations and individuals sympathetic to 
the Communist movement for its own special purposes. 

(17) Tass has sought, on at least one important occasion, to poison 
= and official opinion in the United States in support of Soviet 

olicy. 
" (18) American pro-Soviet organizations and groups have, on oc- 
casion, reprinted policy directives from Tass correspondents. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions, which have resulted from its activities and deliberations in 1956. 


CONCLUSIONS 


Tass, the telegraph agency of the Soviet Union, has been a potent 
arm and cover for Soviet ey intelligence in foreign countries. 
t 


Tass personnel in the United States, other than Soviet nationals, 
have been drawn largely from the ranks of American Communists who, 
upon employment, technically resign from the Communist Party. 
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RECOMMENDATION 


There should be a thorough review of all existing laws and regula- 
tions with a view toward amendments thereof which would deny Tass 
representatives privileges and rights not accorded foreign representa- 
tives of the press in the U.S. S. R. 

Tass representatives should be barred by United States Govern- 
ment agencies from all confidential and off-the-record press confer- 
ences and should be denied police credentials. 


spl ln hada i Ns A TC ELE NA SOR RINE EAI II I AAAI ranean = 
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Srorton IX 


STRATEGY AND TACTICS OF WORLD COMMUNISM 


The subcommittee has, for the past few years, been conducting an 
inquiry into the strategy and tactics of world Communism. ‘This 
often directly concerns the activities of American citizens. Where 
it does not, it is still necessary for us to understand the nature of this 
international colossus because the interconnecting links between Com- 
munists all over the world are indissoluble. Communism in the United 
States is an extension of Soviet power as it operates in Moscow, Red 
China, or in any other areas of the world. 

During the year, we encountered many manifestations of this inter- 
locking conspiracy. Particularly, those concerning three vital nations 
in the world struggle—Japan, Hungary, and Poland—are set forth 
herein, The interrelationship of these events and their bearing on 
the progress of the Communist organization in the United States is 
apparent. 

JAPAN 


On May 30, 1956, when Tokyo announced that Sergei Tichvinski 
would be recognized as chief of a new Soviet mission to Japan and 
when he was beginning to be heralded as the first post-war Soviet 
Ambassador to Japan, the subcommittee was in touch with a former 
Soviet secret police officer who had known Tichvinski for many years. 

Under oath, Yuri Rastvorov, the lieutenant colonel in the Soviet 
secret police mentioned above, described Tichvinski as a member of 
the Soviet secret police (MVD) since 1938 and a man who was engaged 
in recruiting Japanese from among the prisoners of war in China 
to become Soviet spies in their homeland. He described the spectacle 
of a recruiting agent who had trained a multitude of agents and 
returned them to their homeland and then followed them with all the 
panoply of official rank to superintend their betrayal of their homeland. 

Rastvorov had been an agent of the secret police for 11 years and 
was stationed in Japan as Second Secretary of the Japanese mission 
in Tokyo when he defected in January 1954, and asked asylum in the 

Jnited States. He first testified before the subcommittee on Feb- 
ruary 8. 

Tichvinski, Rastvorov said, is regarded in high Soviet echelons as 
very capable and intelligent. He speaks Chinese, Japanese, and 
English fluently. About 1940 he was assigned to China where he 
operated for 10 years under diplomatic cover, with occasional visits 
to Hong Kong, southeast Asia, and to Moscow, where Rastvorov met 
him in 1946 while Tichvinski was lecturing to the intelligence direc- 
torate on the China situation. 

Panyushkin, ambassador to China at that time, also was chief of 
MGB intelligence and Tichvinski was one of his chief agents, with 
personal contacts among several very important people in Chiang’s 
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government, Rastvorov said. Panyushkin came to the United States 
as ambassador in 1947 and here also was head of MGB intelligence, 
with the rank of major general. He later became head of the entire 
MGB intelligence operation. 

Tichvinski, himself, was in the United States in 1950, 1952, and 
1953. At the fifth session of the U. N. General Assembly in If 50 and 
at the first part of the seventh session in 1952 he served as adviser to 
the Soviet Ndadegation on the politics ul committee. At the second part 
of the seventh session, in 1953, he had the designation of deputy 
secretary-general of the Soviet delegation to the General Assemb y: 

About 1952, Rastvorov said, Tichvinski was made deputy chief of 
the Far East intelligence directorate in MGB headquarters, Moscow, 
with the military title of full colonel (p. 798). Rastvorov next heard 
of him probably in 1953, in England where he was head of MVD 
intelligence and using a diplomatic cover. Tishvinsky arrived in 
Japan May 13, ostensibly as head of a Soviet mission for disposing 
of fishing problems (p. 815). 

Rastvorov commented : 


Paying great attention to Japanese problems and anxious 
to reestablish diplomatic relationship with Japan, the Soviet 
Government probably decided that Tichvinski, ‘bei ng very 
experienced diplomatically and at the same time a very 

capable, experienced intelligence officer, was qualified for 


this job (p. 798). 


cS * * * * 


There is no question that Mr. Tichvinski has been given the 
task of reestablishing contact with the Japanese C ommunist 
Party. He replaced Mr. Greschnov who temporarily was the 
head of the MVD re e group in Tokyo after the Soviet 
Intelligence Service was forced to recall all their intelligence 
personnel as a result of my defection. The Soviet Intelli- 
gence Service needed very much to replace Mr. Greschnov 
with a more capable and experienced intelligence officer who 
could renew intelligence operations in Japan, and that is 
one of the reasons Mr. Tichvinski has been sent to Japan— 
not only for the purpose of attempting the establishment of 
diplomatic relations with Japan but for intelligence purposes 
directly (p. 801). 


Rastvorov said that, in addition to the recruiting of Japanese war 
risoners by MVD, the camp authorities used : several thousand for 

informers and these also could be considered as potential agents (p. 
799). 

Congressman Walter Judd, testifying on May 31, recalled that there 
were about 400,000 Japanese in Mane hurian prison camps at the end 
of the war. The Chinese sent some of them home and retained those 
they thought they could do something with, he said. He observed: 


There isn’t any question but what the C ommunists move- 
ment is growing in Japan, largely through these returnees 
and through former Communists who had been thrown into 
jail by t he « Japanese during the war. 

One of the first things our State Department did, when 
they went over there after the end of the w: ar, Was to insist 
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that these people be let out, in accordance with our democratic 
way of life. They immediately began propagandizing again. 

WwW ith the Japanese prisoners who came back from the 
prisoner-of-war camps, there is a strong body of disciplined, 
organized Communist workers in Japan. If they have direct 
ouid: ance and sponsorship, and to some extent protection, 
through the Soviet Benbaaiy, obviously there is a great 
menace to our good ally, the Government of Japan. 


One of the Japanese prisoners upon whom the Soviet intel- 
ligence officers concentrated their efforts was Fumitaka Konoye, a 
son of Prince Konoye, Rastvorov told the subcommittee. The son 
died October 20, 1956, in a Soviet prison camp. 

“The son of Prince Konoye, in spite of persistent attempts to 
recruit him, did not collaborate, and refused to act as an agent 
of the Soviet intelligence in Japan, » Rastvorov testified. 

He said the man was promised repatriation if he would collaborate 
but, when he refused, was tried as a war criminal and undoubtedly 
received a long term in prison. He testified: 


Mr. Rastvorov. To continue, I learned from Vashkin 
(chief of Soviet intelligence in "Japan in 1946) and others 
that the Soviet Government refused to free the son of Prince 
Konoye, and decided to keep him in the Soviet Union in order 
to avoid revelation of all that had happened to him in con- 
nection with attempts to recruit him. The Soviets realized 
the reaction of the Japanese people and people of the free 
world if (the son of) Prince Konoye revealed his experi- 
ences, so he was sentenced as a war criminal and, I assume, 
reduced to living conditions which would shorten his life, 
following the principle that “dead men tell no tales.” 

Mr. Morris. That is an assumption on your part, that they 
deliberately shortened his life? 

Mr. Rasrvoroy. Yes; that is my assumption on this par- 
ticular case, based on my personal experience in the MV D2 


Rastvorov told the subcommittee that he had agents in the Japanese 
Foreign Office (p. 14). He also told of these instances of MVD cor- 
ruption of Japanese officials: A Japanese employee of the Japanese 
Embassy in Moscow married a Russian girl; her sister was arrested 
and the wife, to protect her sister, agreed to work as a Soviet agent 
and, when her husband later became cipher clerk in Czechoslovakia, 
forced him to become an agent (p. 16); a girl agent in Moscow was 
used to seduce a Japanese Embassy official who became a Soviet agent 
and later worked as a Soviet agent in Tokyo (p. 18). 

In Tokyo, during the war, the head of the Tass Bureau, Samilov 
(Sonini) was a staff officer of Soviet military intelligence (GRU), 
Rastvoroy said. He added that another member of the Tass Bureau 
in Tokyo, Captain Egorov, was an GRU agent (p. 18). 

He also said that Colonel Damnitskii, head of a trade mission in 
Tokyo, used his official post for intelligence purposes, and that several 
of Rastvorov’s fellow officers came to ) Japan i in 1953 as Soviet repre- 
sentatives to a meeting on economic affairs. He also reported that 


1Testimony, December 18, 1956. 
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Otroshenko, then chief of the Soviet Far East intelligence directorate, 
came to Japan as an official of the Foreign Office to participate in 
negotiations with Prince Kuni to restore diplomatic relations between 
the two countries. Otroshenko, he said, checked activities of MVD 
while he was in Tokyo (p. 16). 

Another intelligence officer who came to Japan, Rastvorov said, was 
Colonel Smirnoff, who was in the United States, probably with an 
Embassy connection, during World War II. Smirnoff accompanied 
a Soviet skating team to Japan as an official of a cultural mission 
(p. 17). 

Rastvorov said that, in 1946, he participated, with Col. Ivan Vash- 
kin, then chief of Soviet intelligence in Tokyo, in an unsuccessful 
effort by the Soviet to take over the Russian church in Japan. 

He said that Maj. Gen. G. G. Karpov, head of the religious section 
of MVD and also chairman of the Religion Committee of the Council 
of Ministers of the U.S. S. R., proposed to send two Soviet priests to 
take over the church, following the death of Bishop Sergei. There 
were some pro-Soviet worshippers in the congregation and Rastvorov 
and Vashkin tried to use one of them, Bilayev, to persuade the congre- 
gation to invite these two priests to Japan. However, the majority 
of the congregation could not be persuaded and, besides, the occupa- 
tion forces under General Douglas MacArthur refused to let the priests 
enter the country (pp. 783-784). 

Japan, like most countries outside the Soviet orbit, has, in addition 
to the open Communist Party, an under-cover or illegal group, Rast- 
vorov said. Members of this illegal group, he explained, are not 
known to the open Communists, do not participate in front organiza- 
tions and have contact with the Central Committee of the Communist 
Party only through the chief resident of the MVD intelligence group 
in Tokyo. 

He named the following as chief residents of MVD in Tokyo, with 
whom he worked : Colonel Kotelnikov, Colonel Shibaev (temporarily 
in 1951), Kasparov (who was in the United States in the early forties) 
and Nosenko (p. 13). 

He said MVD has no contact: with the open Communist Party, but 
only with the illegal group who are the “most devoted people, the most 
trusted people.” Through them, he said, are sent instructions and 
money (p. 14). 

Between 1950 and 1954, the liaison between Soviet intelligence and 
the Japanese Communist Party was a man whose code name was Ron, 
Rastvorov said. This man transmitted money to Japanese Com- 
munists. 

The subcommittee heard all this evidence of Soviet conquest of 
Japan by infiltration with great concern. For, as that cornerstone 
of influence in Asia gravitates toward Moscow and Peiping, the power 
of the Soviet Empire more and more threatens all of Asia, and brings 
the power of its legions closer and, with a more formidable array of 
strength, to the shore of the United States. 


SPOTLIGHT ON POLAND AND HUNGARY 


In the course of the year, the subcommittee found itself in a position 
to furnish the Congress and the people of the United States with an 
informed estimate and interpretation of the world-shaking events 
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which have recently transpired in Communist Poland and Hungary. 
Seweryn Bialer, who defected from the Polish Communist Party as 
late as January 31, 1956, testified at length for the subcommittee. He 
had been (1) chief of the political division at the headquarters of the 
Polish Militia, (2) a chief propagandist and lecturer for the Central 
Committee of the Communist Party of Poland, specializing in anti- 
Western and anti-American propaganda, (3) first secretary for the 
party in two important, Polish, Communist schools, (4) ideological 
adviser for the Communist paper, People’s Tribune, (5) professor at 
the Institute of Social Sciences for the Central Committee of the 
Polish Communist Party, and (6) research worker at the Institute of 
Economic Sciences for the Polish Academy of Science. He was assist- 
ant chief of the official delegation of the Central Committee of the 
Polish Communist Party which was sent to discuss Polish problems 
with the Russian Communist Party leaders in Moscow in November 
and December 1954 (pt. 29, June 8, 1956.) It was as if the subcom- 
mittee had been granted the opportunity to obtain a glimpse through 
the eyes of an expert behind the Iron Curtain of the Polish and the 
Russian Communist Party. 

Mr. Bialer appeared before the subcommittee on June 8, 11, 29, and 
October 30, 1956. On June 28 the workers of Poznan, Poland, sud- 
denly broke into a marching demonstration demanding “Bread. 
Bread. Down with dictatorship. We want freedom.” Soldiers and 
police joined the marchers. Fifteen thousand demonstrators stormed 
the prisons and freed the prisoners. Demands were raised that the 
Russian Konstantin K. Rokomovsky Minister of Defense in Poland, 
be withdrawn. 

During the closing days of October, Budapest, Hungary, became 
the scene of full-fledged civil war. The hated Premier Rakosi was 
forced to resign. Communist security officers were hanged from 
lampposts. The statue of Stalin was overturned. The demand was 
raised for the withdrawal of Russian troops. In savage reprisal the 
city was invaded by Russian tanks. “In the space of 11 days” said 
one reporter on the scene “I have seen Hungary pass from a Soviet 
satellite state, through independence, to become an occupied country.” 
What was behind all this? The subcommittee wanted to know. 

By way of background Mr. Bialer described the speech made by 
N. 8. Khrushchev, secretary of the Communist Party of the Soviet 
Union before approximately 200 activists of the Polish Communist 
Party in Warsaw in April 1955. Khrushchev stressed the need of 
heavy industry and armaments as against consumers’ goods, in the 
following terms: 


It is true that you do not have good ladies’ hats. It is true 
that there is probably not enough food in Poland. But you 
must remember, we must have, first of all, heavy industry. 
The more steel we produce for the Soviet bloc, the more slee 
less nights Mr. Dulles will have in Washington. * * * He 
turns in his bed when he learns about it.” (p. 1569.) 


Khrushchev then dealt with the question of coexistence with a frank- 
ness which was markedly absent during his discussions with American 
statesmen and the press. An extensive campaign was organized within 





146 INTERNAL SECURITY—1956 REPORT 


the Polish party in order to counteract any illusions which may have 
arisen as to the true meaning of the coexistence slogan, which was 
indeed considered an offensive weapon against the West. 


We are discussing coexistence, but, of course, we must re- 
alize that we cannot coexist eternally, for a long time. One of 
us must go to his grave. We do not want to go to the grave. 
They ( Americans and Westerners) do not want to go to their 
grave, either. So what can be done? We must push them 
to their grave. (p. 1569.) 


As a trusted propagandist, Mr. Bialer had access to secret directives 
and information which arrived from Moscow for the Communist 
Party of Poland. One such document dealt with the liquidation of 
Lavrenti Beria, former head of the Soviet secret police. It was 
charged that after the death of Joseph Stalin, Beria tried to reestab- 
lish relations with Marshal Tito of Yugoslavia by special telephone 
line. He was held responsible for policies which resulted in the June 
1953 revolt in Berlin. Although suspicions against Beria existed for 
some time within the political bureau of the Russian Communist Party, 
this fact was kept from the party members and the Russian people. 
His liquidation took 3 months and was accomplished with the help 
of former Premier Georgi Malenkov. (p. 1572.) 

The second document in February 1955 leveled the same accusations 
against Malenkov, including responsibility for the agricultural 
crisis. Malenkov was charged with underestimating the importance 
of heavy industry and of responsibility for the “Leningrad affair,” for 
which Stalin was heavily indicted by Khrushchev. The director of 
the campaign against Malenkov was Dimitri Shepilov, who has, since 
these services, become Soviet F oreign Minister. (p. 1572.) 

The third document dealt with the removal of V. M. Molotov, also a 
former Premier and Foreign Minister. It was a dog-eat-dog chain. 
At a secret meeting of the Presidium of the Russian Communist Party 
held about 6 weeks after the removal of Malenkov, Molotov announced 
his disagreement with the reestablishment of relations with Tito. He 
also voiced his disapproval of the visit of Khrushchev and Bulganin to 
Yugoslavia. At a meeting of the Presidium held in July 1955, Molo- 
tov’s position was officially condemned. At this meeting Mikoyan is 
quoted as saying, “At the present not only do we hope to bring Tito to 
our Soviet bloc; we are sure we will get him.” Bialer held “that the 
distinction between Soviet Communism and the system prevailing in 
Yugoslavia is the limit of the thaw marked by de-Stalinization. Thus 
through these three documents the subcommittee had the opportunity 
of a rare view behind the scenes of the secret meetings of the Polit- 
buro in Moscow. (pp. 1572-1573.) 

The subcommittee discussed with Mr. Bialer some outstanding 
individuals who had returned to Poland from the United States. 
He described Stefan Arski as a violently anti-American and anti- 
Western journalist for the People’s Tribune, official organ of the 

Yommunist Party of Poland. Official United States Government 
records showed that the same Stefan Arski had been stationed on 
the Polish desk of the Office of War Information during World 
War LI. (pp. 1575, 1576.) 
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Bialer was asked about Irving Potash,? a former member of the na- 
tional board of the Communist Party, USA, convicted under the 
Smith Act, imprisoned as a result and deported to Poland in 1955. 
Potash, according to Bialer, was very deeply affected by the unfriendl 
attitude of the Polish people toward the Polish Communists. (p. 1576. 

Henrik Podolski was the former editor of Glos Ludowy (People’s 
Voice), a Communist paper published in Detroit. He has two chief 
assignments in Poland: The campaign for the repatriation of Polish 
emigres from the West, and the continued direction of the Glos 
Ludowy. He is presently connected with the propaganda and for- 
eign affairs division of the Polish Communist Party. P . 1576, 1577.) 

Michael Kalesci arrived in Poland from the Unite States in 1955. 
He was working for the United Nations Organization. He was until 
recently personal economic adviser to Hilary Mine, the former First 
Deputy Premier and economic dictator of Poland. 

George Siskind, a former member of the Central Committee of the 
Communist Party, USA, who was deported to Poland, is working for 
the Institute of International Affairs in the Polish Foreign Ministry. 
He is responsible for spreading fantastic lies about the United States. 
Siskind worked under Julius ate Duchy, the director of the Insti- 
tute, who has recently returned from the United States where he 
served as a member of the Polish delegation to the U. N. (p. 1580.) 

Oscar Lange is a former member of the faculty of the University of 


Chicago who renounced his American citizenship to become the Am- 
bassador of Communist Poland to the United States and later its U. N. 
representative. He was a friend of Harry Dexter White, former 


Assistant Secretary of the Treasury, who has been disclosed as a one- 
time member of an underground group of the Communist Party. 
Bialer referred to Lange as a member of the Central Committee of 
the Polish Communist Party. He has been loaned as an economic 
adviser to India.® 

Mr. Bialer divulged information regarding the machinations of 
the Polish members of the Korean truce team which relate to Amer- 
ican interests in the area. His source was the chairman of the Polish 
Truce Commission, General Morsky, General Krzenien, his predeces- 
sor and General Grocz, chairman of the Polish team in the neutral 
commission in Cambodia. He disclosed that the Polish team had a 
special fund under the supervision of Major Chylinski, a special 
officer of the Polish Military Intelligence, the purpose of which was 
to seduce collaborators or agents from among the Swiss, Canadian 
or French members of the commissions, General Komar, former 
adjutant of the Chief of Polish Military Intelligence, was associated 
with this project. Polish team members were instructed to offer and 
even impose financial loans on nationals of other countries. This fund 
was used also to provide a plentiful supply of vodka for the same 
nefarious purpose. 

In addition and in complete violation of their alleged neutral po- 
sition, the Polish team members maintained close contact and con- 
sultation with members of the Central Committee of the Communist 
Party of North Korea. (p. 1581, 1582.) 


2 Within the past few weeks Potash was discovered in the United States again and 


was arrested, indicted and pleaded guilty to reeentering the United States illegally. 
* Government, pt. 30, p. 1583. 
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In view of the fact that official Polish propaganda regarding condi- 
tions in the United States is widely disbelieved by the people, use is 
made of propaganda from sources in the United States, such as the 
Labor Research Association and the publications of the United Elec- 

trical, Radio, and Machine Workers of America, (pp. 1585, 1586.) 
which though represented as American, are actually Communist con- 
trolled. Mr. Bialer stated that we all seem to fail to comprehend this 
fact when we permit these sources of poison to carry on. 

Bialer was in Poland during the defection of Joseph Swiatlow, a 
Polish security official who testified before this subcommittee. The 
broadcasts surrounding this affair caused a great stir among the Polish 
people, and the Government was forced to reveal information about 
certain officials and even to liquidate them. These revelations may 
have led up tothe Poznan riots. (p. 1586.) 

Mr. Bialer said that he lectured at a school of international Com- 
munism in Eastern Germany in June 1955. These schools were spe- 
cially intended to train Communist operatives for activity in Western 
Germany. Another higher school of this nature was located in the 
former Comintern building in Moscow. Classes included East and 
West Germans, French, Re Czechoslovak, and other Communists. 
The curriculum embraced military tactics. (pp. 1587, 1588) 

Mr. Bialer sketched the background of the uprising in Poznan and 
Warsaw, Poland, on June 28. He called the period from the death of 
Stalin and the liquidation of Beria the period of the “thaw.” The 
“thaw,” he said, was marked by “certain liberalization of the 
Communist terror.” Its primitive or “baby” stage was in 1953 and 
1954. During this period, discussions began within the Polish Com- 
munist Party (Polish United Workers’ Party—PZPR) regarding 
errors in economic policy and the police methods of ruling the party 
and the country. From 1954 to 1956 was the intermediate stage, 
when this liberalization spread more widely in Poland. It s spread 
among the party’s active members and was directed at the party lead- 
ership, which retreated step by step as it announced further democ- 
ratization and changes in policy. The masses of the people took 
little or no openly active part. (pp. 1954-1602) The present period 
he characterized as “stormy,” since it has been marked by mass out- 
breaks provoked by the increasing economic distress, the weakening 
of the police terror and the frequent promises of improvement. Con- 
ditions reached the point that, at the VIIIth Plenum of the Central 
Committee of the Polish Communist Party, in October 1956, the 
entire Politburo presented its resignation, Mr. Bialer felt that the 
following developing conditions brought matters sharply to a head: 


1. The party lost control over life in Poland. 

2. The Politburo lost authority within the party. 

3. The party intelligentsia or sympathizers lost faith in the 
party and transformed itself from a link between the party and 
the masses to a barrier between them. 

4. Division arose within the Politburo and the central commit- 
tee itself. 

5. Soviet leadership lost its authority.* 














«Testimony, November 11, 1956. 
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The leadership of the Communist Party was being subjected to two 
forms of pressure for relaxation of its dictatorial rule, first from the 
party membership itself and secondly from the Polish people, and thus 
was compelled to grant more and more liberalization as the pressure 
increased. One concession was the reduction of the dreaded Stanislaw 
Radkiewicz from the rank of Minister of Security to Minister of 
Agriculture. But the pressure continued and Radkiewicz was ulti- 
mately compelled to resign from his post as Minister of Agriculture 
and from his membership in the Politburo in the summer of 1955. 
This happened despite the support given to Radkiewicz by party 
leaders, Boleslaw Bierut, Jacob Berman and Edward Ochab, as was 
withheld from the Polish population. In other words, the Polish 
people and certain sections of the Polish Communist Party were insist- 
ing upon increased liberalization, while the upper Party bureaucracy 
was opposing this trend. 

According to Bialer, “The Poznan riot was one of many efforts on 
the part of the Polish workers to attain, to force the party to bring 
more liberalization and higher standards of living, and a change in 
the national position of Poland” (p. 1600). 

Mr. Bialer was asked to give his estimate of Wladyslaw Gomulka, 
who has emerged as Premier of Poland with the resignation of the 
previous leadership. His opinion was that: 


Gomulka is a Communist, but he wants the Polish Com- 
munist Party to be as much independent from the Soviet 
Union as possible. He wants to be master in his own house 
and he wants his party to be a master in their own house. 

However, this 1 would differentiate from giving freedom, 
since he wants Communism to dominate in Poland, and this 
means the dictatorship of one Communist Party in 
Poland.® 


The witness, on November 11, analyzed the difference between the 
situation in Poland and Hungary and the difference between Gomulka 
and Imre Nagy, Premier of Hungary at that time. 


I would put it in this way: in Poland the present Com- 
munist leadership got to power half an hour before the revolt 
was to take place, and in Hungary half an hour after the 
revolt actually did take place * * * both Gomulka and Nagy 
are prepared to use Soviet forces in order to maintain them- 
selves in power. The best proof is that in the years 1945- 
48 it was exactly due to Soviet support that Gomulka got 
power in Poland. But there is a difference of circumstances 
in Hungary and Poland. In the case of Nagy, in order to 
obtain power, he needed Soviet forces. Gomulka had a dif- 
ferent situation. He got power (in 1956) without the help 
of Soviet forces. 

Parenthetically speaking, the difference between Hungary 
and Poland is based, among other things, on the fact, that, 
in Poland, Gomulka achieved power before the revolutionary 
outbreak in the capital and fulfilled to a large extent the role 
of a lightning rod. In Hungary, on the other hand, Imre 


6 Testimony, November 11, 1956. 
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Nagy was brought to power in the course of the revolutionary 
outbreak and was incapable of mastering the situation.*® 


Bialer explained the changes which had occurred in the military 
situation in Poland with the Russian Konstantin K. Rokossovsky no 
longer Minister of Defense and commander in chief of the Polish 
Army, and his replacement by two of Gomulka’s Polish military men, 
Bordzilowski and Spychalski. 

The witness was asked whether or not the Soviet top councils were 
not using the device of independent Communist Parties to “be able to 
carry on their insurrectionary work in the various countries of the 
free world without the stigma of Moscow.” Tito and Gomulka were 
presented as examples. His reply was: 


I remember in 1954, when still I was in Poland, that the 
official line was: Poland is an independent country. That 
means that we were required to say to the world that Poland 
is an independent country. However, the difference is that at 
that time Poland was not an independent country, while 
today there are certain changes in Poland. 

* * * Whatever were the plans * * * the reality devel- 
oped in a different way. It got out of control. The masses 
entered the picture and now the situation is not as planned 
but as the masses dictate.’ 


WEAKNESS AND SAVAGERY OF THE SOVIET IN HUNGARY 


At the end of the year the subcommittee heard testimony of six 
escapees from Hungary. All were young r‘n who had participated 
in the fight for freedom in that embattled cuvuntry. Five of the six 
testified under assumed names and wore masks lest their families still 
in Hungary be subject to reprisals. 

The evidence adduced from these hearings showed that the Oc- 
tober revolution in Hungary developed spontaneously; that the im- 
mediate provocation was the cruelty of the AVH, the Hungarian 
secret police. 

These hearings reflected again a great weakness in the Soviet struc- 
ture that has never been exploited by the West. Russian troops 
seized opportunity after opportunity, according to the witnesses, to 
defect and even to turn their guns on the Soviet Army. There was 
hearsay evidence that at least one whole regiment deserted and joined 
the freedom fighters. Instance after instance was presented of Rus- 
sian soldiers taking up arms against the Soviet forces. As in the case 
of the Russian seamen who were objects of Soviet coercion in the 
United States, it was again apparent that the Soviet Union cannot 
fully trust its subjects to stay under discipline or to return home once 
they leave the borders of the U.S. S. R. 

These hearings also brought out extensive evidence that the Soviet 
leaders were deporting Hungarians to the U. S. S. R. on a large 
scale despite the denial of this fact before the United Nations by 
Foreign Minister Dmitri Shepilov. 

This evidence was all made available to Ambassador Henry Cabot 
Lodge, our Ambassador to the United Nations. 


® Ibid. 
7 Ibid. 
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Two of these witnesses testified that they experienced tortures and 

saw torture cells and chambers maintained by the Hungarian secret 

olice that would make our concepts of medieval cruelty seem mild 
y contrast. 

These hearings and contemporaneous world developments exposed a 
gaping weakness of the Soviets which the West has made no effort 
to exploit. Events in Hungary caused a shattering setback to the 
prestige of Communism but the weakness, at least until it is exploited 
or until it causes some loss of Soviet power, remains a potential one. 


YUGOSLAVIA 


The subcommittee noted that Tito’s Yugoslavia fluctuated, on the 
political surface, between stanch support of the Soviet Empire and 
occasional criticism of Soviet policy. While, in the field of foreign 
policy, Tito supported virtually all of the objectives of the Soviet 
Union, there were times it appeared as if he were pursuing an inde- 
pendent course. 

Even though the United States had given the Yugoslav Govern- 
ment under Tito a billion and a quarter dollars in military and eco- 
nomic aid, there was little relaxation in its rigors as a Cocentinnien 
state and Tito himself never abjured his communism. 

The Yugoslav Embassy in Washington has 12 officials with diplo- 
matic status and 18 employees who are Yugoslav nationals. Its U. N. 
delegation has 6 persons with diplomatic status and 6 employees. 
There are also consulates in San Francisco, Chicago, and New York 
with nine officials. There is another Yugoslav official in Pittsburgh. 

Because of this extension of the Yugoslav Government organiza- 
tion-into the United States, it is necessary for us to understand the 
real nature of the Yugoslav state for purposes of internal security 
alone. 

The subcommittee has heard the testimony of Bogdan Raditza, 
former chief press officer for Tito’s Yugoslavia, and Slowodin 
Draskovich, former Minister of War in pre-Tito Yugoslavia. 

Mr. Draskovich was asked to testify about the four Yugoslav news- 
papers in the United States. He is editor of the Serbia Struggle, 
published in Chicago, and he said that, “Two of them, Narodni Glas- 
nik (People’s Herald) and Slobodna Rec (Free Voice), had exactly 
the line of the Communist’ Daily Worker. They were willing to 
denounce Tito until he was visited by Bulganin and Khrushchev in 
May and June of 1955. Then they panne the tune.” The third 
paper, Narodna Volyna, follows a special line, pro-Communist but 
separatist, and the fourth, Enakopravnost (Equal Rights), is gen- 
erally Communistic. Narodni Glasnik, he added, is the principal one 
of the group with 30,000 to 40,000 circulation. 

Mr. Draskovich also warned that our support of Tito had a de- 
moralizing effect on our real allies, the people behind the Iron Curtain 
and particularly the people in Yugoslavia. He also testified: 


I think the main merit of Tito to Communism is that he 
opened the gates of Asia to Moscow. Tito sent a Yugoslavian 
delegation to India. The main message they had to carry 
there was the message of different Communism. After visit- 
ing a number of Indian and Burmese officials, those people 
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achieved tremendous success. I remember the name of one of 
the men, the governor of the State of Madras, Mr. Prakasha, 
who said to Djilas, then delegate of Tito, “You have the great 
merit of proving to us Asians that Communism need not be 
imperialistic.” 

o the basis of the triumphal visit of Khrushchev and Bul- 
ganin in November of 1955 in India was laid by Tito’s dele- 
gate in 1953, and by the subsequent visit of Tito to those 
countries and Egypt in 1955. 

If Khrushchev and Bulganin went to pay their respects to 
Tito, it was because he had achieved what Stalin could not 
do—convince India that Communism is not imperialistic. 


Mr. Raditza answered a question put to him by the chairman about 
military aid in this fashion: 
Military [aid], I am sorry to say, is wasted. * * * Eco- 
nomically, the country is still in the same poverty-stricken 
situation as it was before the money was poured into it * * *. 


In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tion which have resulted from its activities and deliberations in 1956, 


CoNCLUSIONS 


Soviet activity in furtherance of the Communist conspiracy is 
worldwide in scope. 

The United States has a legitimate interest in this worldwide Soviet 
activity because of its impact on the security of our country. 

Witnesses brought here from other parts of the world have given 
testimony before the subcommittee of great value in helping us to 
understand the nature and scope of Communist activities which 
threaten our internal security. 

The world Communist organization continues to practice deceit, 
cruelty, oppression, and subversion as instruments of policy under 
the firm doctrine that the end justifies the means. 


RECOMMENDATION 


The Congress should by law authorize its investigating committees 
after consultation with the Attorney General, to bring into the United 
States aliens whose testimony is desired as witnesses and whose admis- 
sion will not endanger the national security. 





Srecrion X 


AMERICANS WHO ARE HELPING THE SOVIET 
CONQUEST OF ASIA 


Five years ago, the subcommittee found in its investigation of the 
Institute of Pacific Relations, that IPR was a lever, if not. the 
lever, by means of which the Kremlin pointed America’s Far Eastern 
policy in a pro-Communist direction. In the course of the investi- 
gation, we took testimony from Lt. Gen. Albert C. Wedemeyer, who 
was ‘Chief ‘of ‘Staff 'to:Generalissimo Chiang Kai-shek in the latter. 
years of World War II. General Wedemeyer gave this deseription 
of John Stewart Service, John Paton Davies, John K. Emmerson, 
and Raymond Ludden, who were assigned to him by the State Depart- 
ment as political advisers: 


Tf I had followed their advice, communism would have run 
rampant over China much more rapidly than it did 


“What other Ainericans replaced them?” asked Senator Jenner, in 
a subcommittee hearing on September 27, 1954. “What are they 
doing to aid and comfort the bloody cause of Red China?” 

The subcommittee has been filling the record with answers to these 
questions ever since they were raised. As Senator Jenner stated: 


They are shocking and sordid, even in this, the most sordid 
era in the whole history of our country. 

The story has several parts. It begins slowly, as the 
members of this group assemble in the Far East. Lake their 

redecessors from the State and Treasury Departments, most 
of them got there at the expense of the American taxpayer. 
One served in the Information and Education Branch of the 
United States Army. The subcommittee has already shown 
that I and E was grievously penetrated by underground 
Communists durin World ar II. 

One was in the United States Information Service. One 
was a@ newspaperman and broadcaster. Others were part. of 
the IPR apparatus which, as we revealed in a previous in- 
vestigation, was used by the Communist world conspiracy as 
an international cover shop. Still others, like William 
Hinton, worked for OWI or UNRRA or the United Nations 
Children’s Emergency Fund. 

They formed a little cluster in Shanghai around a once 
honorable publication, The China Weekly (later Monthly) 
Review. At their center:is- Mme. Sun Yat-sen, one,of the 
world symbols of Chinese Communism. The Chinasfteview 
became the instrument by which they advertised andrazenly 
proclaimed devotion. to. Red China. * * * devices were 


j 


1 Hearings on the Institute of Pacific Relations, p. 831. 
, / 
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created to bring the poisonous lies of the China Review back 
into the United States. 
The group formed another little cluster in Peiping in 
1952 when the international Communist conspiracy rigged 
up another of its familiar, and utterly false, peace confer- 
ences. To that conference came so-called delegates from the 
United States itself. The record will show their activities, 
too. 

Directly after the Korean armistice, some of the members 
of this group started slipping back home. One, Hinton, 
came through Moscow. Another took off from Calcutta. 
Still others passed through Hong Kong. Since their return, 
as we will show, they have raised Red China’s banner at 
every opportunity. 

Chairman Eastland added this, in a speech on the Senate floor on 
May 10, 1956: 


I have-had to listen to testimony now for a long time about 
how American citizens working in a tightly knit conspiracy 
have been doing everything in their power to bring Soviet 
power into Asia. They have lent their pens and voices to 
the Soviet world-propaganda apparatus with a villainy that 
is almost inconceivable to decent Americans. They have par- 
ticipated in anti-American demonstrations of every kind, on 
the air, on the platform, and in the press throughout Asia. 
They have falsely accused their own countrymen of the most 
reprehensible misconduct. They have provided the tools for 
the brainwashing of American prisoners of war. 


In our 1954 hearings on activities of United States citizens in Red 
China, the subcommittee took testimony from members of our Armed 
Forces, who liad been.held in Red Chinese prison camps. They swore 
that the “tools for the brainwashing,” described above, included the 
official publications of the Communist Party, USA, as well as the 
China Review. They also included books by an American named 
Albert Kahn, who will be identified more fully below. 

John W. Powell, his wife, Sylvia, and Julian Schuman, were edi- 
tors of the China Review. All three have testified before us. All 
three made copious use. of the fifth amendment, rather than give true 
answers to questions about their treasonably pro-Communist conduct 
in Red China. All three were indicted by a Federal grand jury in 
San Francisco on a charge of sedition and pretrial proceedings are 
now under way. 

In 1956, the subcommittee learned more about what Communists do 
to the minds and souls of war prisoners. We learned more about how 
good Americans are persecuted and renegade Americans are prosti- 
tuted behind the Bamboo Curtain.. We learned more about how Com- 
munists in this country exploit the deeds of renegades abroad to un- 
dermine America’s China policy. We learned more about the Asian 
and Pacific Peace Conference. We learned more—in the chairman’s 
words—about “how the Soviet conspiracy can move its puppets from 
government bureau to government bureau, from farm to farm, from 
platform to platform, from country to country, from continent to 
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continent.” And we came into possession of 70 pounds of priceless 
documents, which the chairman described in these words: 


To my knowledge, nothing like this has fallen into the 
hands of the free world since the cold war began. 

They are a day-by-day, family-by-family, village-by- 
village chronicle of the sovietization of China’s farmers. 
They include schedules, tabulations, interviews, and charts to 
inform Communist authorities just who was robbed and how 
often, who was beaten and how often, who ran away and how 
often. 

And who died. 


TRAINING POW’S AS SPIES 


After World War II, the subcommittee was told, the MVD intel- 
ligence service participated in recruitment of Japanese prisoners of 
war in the Soviet prison camps. 

A former Soviet intelligence officer testified : 


In 1948 I participated myself in recruitment of POW’s in 
the Far East area, especially Khabarovsk. The MVD In- 
telligence Service recruited approximately 400 Japanese 
prisoners of war to use as agents after their return to Japan. 
Some of these agents were used after their return to Japan. 
Some of them were put on ice temporarily * * * 

Particular attention was paid by the MVD to the possi- 
bility of infiltration of the Japanese prisoners of war into 
the newly formed Japanese armed forces, police and into 
other organs of Japanese internal security. 

* * * * 


The recruitment by the MVD of Soviet agents from among 
the Japanese prisoners of war extended beyond the confines 
of the Soviet Union and took place in Manchuria during the 
immediate postwar period. Later, with the establishment 
throughout China of the Communist regime, the recruit- 
ment boonies the direct function of the Chinese Communist 
intelligence organs with the direct participation of the Soviet 
MVD advisory group. 


The above words are taken from the testimony of Yuri Rastvorov, 
former lieutenant colonel in the Soviet Secret Police, who joined the 
forces of the free world in Tokyo in January 1954. His story is re- 
viewed in another section of this report (pp. 6, 128). The testimony 

uoted here is included as an addition to previous information about 
Sommunist treatment of war prisoners. The subcommittee has al- 
ready noted how Chinese Communists used American Communist 
publications—chiefly the China Review—for forced indoctrination of 
American POWs. Those who resisted met torture, starvation, and 
death. Those who yielded were required to make statements about 
the “splendid treatment” they received in prison camps, or to accuse 
their own country of “warmongering,” or to “confess” that they had 
practiced germ warfare against the Korean people. These statements 
were then reprinted in the China Review and used as a basis for the 
vilest anti-American propaganda throughout. Asia. Ultimately, the 
Review found its way to the United States, via Communist transmis- 
sion lines. 
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JULIAN SCHUMAN, REPORTER, EDITOR, AND BROADCASTER 


Julian Schuman was an associate editor of the China Review, under 
John W. and Sylvia Powell, when Chinese Communists were describ- 
ing the Review to American POWs as “our paper.”? During the pe- 
riod of his connéction with the Review, it was printing cartoons with 
such captions.as the following: 


The united strength of all personnel of the Chinese Chris- 
tian churches and schools support the drive to “resist Amer- 
ican imperialism, aid Korea and protect the home.” 

“Washington’s Bandits,” Acheson, Truman, and Wall 
Street, grab the American people’s wealth for a war of ag- 
gression. 

America tries to spread the flames of war from the small 
house, Korea, to the big house, China. By putting out the 
fire China is “resisting American imperialism, helping Korea 
and safeguarding‘her own country.’ 


Schuman testified before the subcommittee on March 19, 1956. 
He told us that he had “covered” the so-called Asian and Pacific 
Peace Conference in Peking, October 1952, as a correspondent for 
the Review. The Powells attended this conference as delegates, he 
said. Other Americans present included Edwin and Isabel Cerney, 
Mr. and Mrs. Louis Wheaton, Louis and May Bonzo Suzuki, and 
Joseph Starobin. 

Schuman invoked the fifth amendment rather than give true an- 
swers to any questions about his Communist activities. He did, 
however, acknowledge some very interesting things about his career. 

He left the College of the City of New York to join the United 
States Army in December of 1942. A year later, he was assigned 
to a specialized training unit, the 4025th Signal Corps Service Unit 
at Harvard University. Then he went to the Second Signal Service 
Battalion, Vint Hill Farms Station, Warrenton, Va., for training as 
a cryptanalysis technician. He served in this capacity at Fort Mon- 
mouth, and then was sent to the Pacific theater. 


Mr. Morris. Mr, Schuman, were you:'a Communist when 
you were a cryptanalyst at Vint Hills Farm, Va., in the 
United States Army ? 


* * * * %* 


Mr. Morris. If he was a Communist when he was at Vint 
Hills Farm, at that.time, Senator, and the reason I think it 
is important is that at that time the United States Army was 
conducting a highly classified operation there, and I would 
like, for the purpose of this series of hearings, I would like 
to know whether he was a Communist while he was under- 
taking that training with the United States Army. 


* * % * 4 


2“Major SHADISH. My first contact with this was when it was brought into us in the 
march, and they said, ‘Here are copies of something to read. We want you to read about 
our side of the problem in our papers,’ and amongst them was a copy of the China Review. 

“The CHAIRMAN, They referred to it as ‘our pagers, ? 

“Major SmapisH, Yes, referred to as ‘ours.’ e did get a few of the weekly issues and 
‘then went on to the monthly. I don’t recall whether that specific issue was the weekly 
or monthly, but I know it was the China Review” (executive testimony, Maj. William 
Raymond Shadish, September 27, 1954). 
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Mr. Scuuman. I will have to decline to answer that un- 
der my privileges under the fifth amendment. 


Schuman served as cryptanalyst at Headquarters, Army Security 
Agency, Pacific. Then he came home, studied Chinese at Yale Uni- 
versity and returned to China as a journalist. 


Mr. Scuuman. I worked for the American Broadcast- 
ing Co., the Chicago Sun-Times, the Denver Post, the China 
Weekly Review, and the China Monthly Review. 


Later, he wrote articles for the Nation and also for New World 
Review. The latter has been fully identified as 2 Communist publi- 
cation. It has been edited for many years by the widow of the late 
Harold M. Ware, who dug the tunnels for the original Communist 
underground in the United States Government (pp. 1131-1132). Thus 
it can be seen that Schuman had access to both the Communist and 
capitalist press. Here is a sample of what he wrote for the capitalist 
readers of the Chicago Sun-Times. 


{Chicago Sun-Times, May 29, 1949] 


REDS LOOK GOOD TO WEARY SHANGHAI—COMMUNIST GI’S MAKE 
GOOD IMPRESSION 


By Julian Schuman 
(Special to the Sun-Times) 


SuancuHal.—After weeks of rumor Shanghai is learning 
about its Communist conquerors and it likes what it sees. 
There is no doubt of the favorable impression of the Com- 
munist troops on both Chinese and foreigners as a result of 
their orderly manner and politeness, as contrasted with the 
behavior of the Nationalists the last few weeks. 
* * * * * 


Their attitude toward foreigners is impersonal but very 
correct. The foreigners walk and drive about freely while 
the Communist troops look on completely aloof. Among the 
cartoons and posters plastering the walls of buildings are a 
number in English such as “The foreigners in China should 
immediately correct the wrong conception of despising the 
Chinese people” and “The Liberation Army completely pro- 
tects the lives and property of all foreigners.” 

* * * ok * 


It was noticeable that there were no anti-American posters, 
although one opposed foreign imperialism. 
* * * * * 


Mr. Morris. Now, Mr. Schuman, were you a Communist 
when you wrote all those articles? 

Mr. Scuuman. I do not—I am going to decline to answer 
that question on the privileges granted me by the fifth 
amendment. 


It is noteworthy that about the same time Schuman was informin 
American readers about how Communist troops protect the “lives an 
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property” of Americans, these same troops were kidnapping the 
American, Angus W ard, and his entire consular staff (see p. 174). 

Schuman as “noted, was picked out of no place in particular to re- 
ceive highly secret training and later fulfilled secret functions for the 
United States Army in the Far East. 


FROM IPR TO OPERATION RENEGADE 


As previously stated, the first inquiry of the Subcommittee on 
Internal Security was our 1951-52 investigation of the Institute of 
Pacific Relations. We are still being guided by what we learned in 
those hearings. We are still finding threads in the Red present, which 
wind backward to the IPR past. 

Among other things, the IPR was the center of a constellation of 
propaganda agencies, which threw falsely favorable light on the Com- 
munist Chinese. One of these agencies was the Committee for a 
Democratic Far Eastern Policy. According to the testimony, the 
committee was set up in 1945 at the behest of Eugene Dennis, then 
director of the Communist Party. Dr. Max Yergan, who attended 
mo organization meetings of CFDFEP, described its purpose as 

ollows: 


Well, the purpose was discussed both formally and infor- 
mally at these two meetings, that being to discredit Chian 
Kai-shek, to use all of the influence possible to turn materia 
to the forces in China that were opposing Chiang Kai-shek. 


The executive secretary of the committee was Maud Russell. She 
was quoted as follows in the Daily Worker of May 8, 1949: 


the Committee for a Democratic Far Eastern Policy is not 
solely a supplier of information. We are a political action 
group to exert pressure for a change in official United States 


policy. 


One of the members of the CFDFEP was Talitha Gerlach. Evi- 
dence put into the record in 1956 shows that Miss Gerlach was a dele- 

ate to the Asian and Pacific Peace Conference, which will be fully 
deactthel later in this report. 

Contributors to the committee’s publication, Far East Spotlight, 
included Hugh Deane, Israel Epstein, and Agnes Smedley. Deane 
was also a contributor to Powell’s China Review,* as was Epstein, 
who has been operating on behalf of Red China behind the Bamboo 
Curtain for some time. Among the documents found in the 70-pound 


? Mr. Morris. Were you a member of the staff of the China Monthly Review? 

Mr. DEANE. I am listed as a contributing editor to the China Monthly Review. 

Mr. Morris. As of today? 

Mr. DeaNe. As of today. 

Mr. Morris. Where is that now published? 

Mr. DEANE. That magazine is published in Shanghai, China. 

Mr. Morris. In Communist China? 

Mr. DEANE. Yes. 

Mr. Morris. Under Communist auspices? 

Mr. DEANE. Yes. 

Senator FERGUSON. Would you consider that a Communist magazine? 

Mr. DEAN®B. I will decline to characterize it for the reasons I have stated above. 

Senator FERGUSON. That is, the fifth amendment and the first amendment. I will 
recognize it for the fifth amendment. 

Mr. Morris. Have you been a correspondent for the China Weekly Review? 

Mr. DeANE. The China Weekly Review is the predecessor of the China Monthly —s: 
and I have written for the China Weekly Review for approximately 10 or 12 years (I. P 
pt. 8, p. 2790). 
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collection referred to above is an account of the memorial service to 
Smedley conducted by the Red Chinese in Peking.‘ 


LINK BETWEEN PRESENT AND PAST 


Maud Russell appeared before the subcommittee on March 8, 1956. 

Like other participants in Operation Renegade, she invoked the 
fifth amendment rather than say whether or not she is a member of 
the Communist Party. However, she did give certain information 
regarding her present activities. 

iss Russell is now in New York where she publishes the Far East 

Reporter, which would appear to be the successor of the original 
CFDFEP organ, Far East Spotlight. She has also made nine annual 
cross-country speaking trips, to lecture on what her advertising bro- 
chure terms “New China (The People’s Republic of China).” 

During Miss Russell’s testimony, the subcommittee put into the 
record an exhibit, which stated in part as follows: 


CoMMITTeExE For A Democratic Far Eastern Poricy, 
New York, N. Y., Jume 11, 1947. 

Fettow Crrizens: “The reign of terror is on. Students are the 
victims. The faculty is next * * *. The Government is using ex- 
treme methods. This story about the total reign of terror must be told 
abroad. It is a significant revelation of the desperate state of affairs 
in China.” A friend wrote us this on June 1. 

Right now, in Washington, the Nanking Government is using high 

ressure methods to secure a billion or a billion and a half American 
dollars with which to continue the civil war against which Chinese 
students, faculty, newspapermen, workers, and intellectuals are 
demonstrating. 

We Americans must protest. Our protests can save thousands of 
lives in China, and they will let our administration in Washington 
know that we citizens will never sanction underwriting of the terror in 
China. We must demand that this Chiang Kai-shek blood bath stop. 
Chiang Kai-shek now depends on American dollars for his continued 
rule. 

We urge you: send a letter of protest against these violent repres- 
sions of students to International Civil Liberties Committee, John W. 
Powell, chairman, in care of China Weekly Review, 160 Chung Cheng 
Road East, Shanghai, China. 

* * * * * * Ea 


Please send copies of your messages to the Committee for a Demo- 
cratic Far Eastern Policy. We will help give it added circulation in 
China and we will use it to show our administration that Americans 
want no part in helping crush democracy in China. Act today. 

Sincerely, 
Mavup Russe, Hwecutive Director. 


Another exhibit is as follows: 


Far East reporter takes pleasure in providing an opportun- 
ity for its subscribers and friends to meet Anita and Henry 
Willcox, American delegates Asian and Pacific Peace Con- 
ference, Peking, China, October 1952. 


*See “A Triumph of Reality Control,” p. 8, Scope of Soviet Activity in the United States. 











160 INTERNAL SECURITY—1956 REPORT 


Mrs. Willcox will tell us about “A Day in a Peking’ Prison,” 
followed by a discussion of justice in the nei China. Mr. 
Willcox will talk about “Housing and Construction in New 
China,” as seen by an American engineer. 

Time: Sunday evening January 25, 8 p. m. Place: 444 
Central Park West (at 104th), apartment 12G (take the rear 
elevator). 


444 Central Park West is also the address of Jessica Smith, (Mrs, 
John Abt) widow of Harold M. Ware and present editor of the Com- 
munist. publication, New World Review. Elizabeth Beniley has testi- 
fied that she attended a meeting in the Abt apartment, where plans 
were made for Soviet espionage. 

From the evidence cited here, it is obvious that the American par- 
ticipants‘in on Renegade have been linked together through the 
years as closely as the fingers on a pair of clasped hands. One more 
piece of evidence st rengthens this conviction. 

In January 1949, the CFDFEP issued a publication called Letters 
from China.’ One of these letters was entitled “Living in the Liberat- 
ed Areas.” It was written by William Hinton “from “Taihang Moun- 
tain, Shensi Province.” 

The “liberated areas,” as made clear in the text, are the areas which 
had fallen under’the domination of China’s Red army. 


THE SUBCOMMITTEE OBTAINS THE EVIDENCE 


Maud Russell’s correspondent, William H. Hinton, who had made 
his first appearance before the subcommittee on July 27, 1954, was an 
important witness in 1956.° 





5In its annual report for the year 1954, the subcommittee summarized Hinton’s back- 
ee (p. 52). During World War II, he had worked for the Office of War Information. 

e went to China on a mission for OWI. 

“He returned to the United States in the spring of 1945 and was organizer for the 
National Farmers Union. He went back to China as an official of the United Nations 
Relief and Rehabilitation Administration in .1947. When the Moscow-armed Chinese 
Communists took over the Chinese mainland in the fall of 1949, Hinton remained as an 
employee of the Communist government. 

“He returned to the United States in August 1953, after a stopover in Moscow. Since 
his arrival in this country, he has been propagandizing on behalf of the brainwashing, 
soul-killing Red Chinese, whose soldiers were torturing and slaying Hinton's fellow 
Americans at the very moment he was on Red China's payroll * (hearing Interlocking 
Subversion in Government Departments, p. 1819). 

se ” o 7 + - + 


“* * * One sister, Jean, was a friend of the notorious Nathan Gregory Silvermaster 
and worked under him at the old Farm Security Administration. Another sister, Joan, 
Was an atomic research assistant at the Los Alamos project where she had access to 
classified material. Like her brother, William, Joan also went to China and stayed there 
after the Communist triumph. She got a job through another American, Gerald Tanne- 
baum, who was executive director of the China Welfare Fund headed by Mme. Sun 
Yat-sen; * * * In China, Joan married Erwin [Sidney] Engst, who was also an old 
UNRRA man. Today the Engsts are somewhere in the depths of Inner Mongolia, serving 
the Communist cause.. Joan came out of obscurity long ehough to make a bitterly anti- 
American speech at the Communist-inspired fraud known as the Asian and Pacific Peace 
Conference. 

“The Putney School, which is run by William Hinton’s mother and where he himself 
was employed, is a story in itself. One of its faculty members was Edwin 8. Smith. Smith 
later became a registered propagandist for the Soviet Government. He distributed photo- 
graphs attempting to prove that the United States practiced germ warfare in North 
Korea. Another person closely associated with Putney was Owen Lattimore. The 
subcommittee found, after a 15-month inquiry, that Lattimore was a ‘conscious, articulate 
instrument of the Soviet conspiracy.’ 

“Lattimore built the Pacific Operations Branch of OWI, for which Hinton later worked 
in Chungking. John K. Fairbank was at the top of OWI’s Chinese organization. Ben- 
jamin Kizer ran the Chinese branch of UNRRA for which Hinton also worked. 

“Lattimore, Fairbank, and Kizer all were key figures in the Institute of Pacifie Rela- 
tions. All three were named as Communists in sworn testimony before us, All three 
denied the charge, but when counsel for the subcommittee asked Hinton about his con- 
nections with Lattimore and Kizer, he said it might incriminate him to give a true answer 
to the question.” 
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HIs “NOTES, DIARIBS;! AND “CORRESPONDENCE” 


During his 1954 testimony, Hinton. had made repeated attempts to 

ut into the record a statement written by him, which allegedly 
fleberibed his experience in Red China. The subeommittee rule, re+ 
quiring that statements for the record be submitted by witnesses 24 
hours in advance, of hearings, was waived in his favor. He read his 
document, preceding it, with these words: ; 


In drawing up this statement I have.been handicapped by 
the yas that all of my,motes, diaries, corres ence, a 
background material, on. China were seized by the United .; 
States Customs when I returned to the,United. States last 
August, * *,,*,% ; 


This so-called “description” of Hinton’s experiences; of course, was 
an unabashedly self-serving narrative which painted Red China:im 
hues that could not have been improved upon by Pollyanna. At- 
tempts by the subcommittee to bring the story into the realm of a 
were nimbly sidestepped by Hinton, with the invocation of the ae 
amendment. However, he was aggressively affirmative regardin 
what he had voluntarily described as “my notes, correspondence, 
diaries, and background material.” He was shown an article in the 
Communist Daily People’s World for January 8, 1954, entitled: 
“Travelogue: Yenan to Mongolia, by William Hinton.” 


“4 REPRINT OF SOMETHING I WROTE” 


“This appears to be a reprint of something which I wrote 
while I was in China— 


he told.the subcommittee— 


I am not sure whether it is accurate or whether it is in full 
what I wrote *.* * Jt certainly appears to be, in the main, 
an article which I wrote. I can’t vouch for the whole of it, 
since my own copy of this material was seized. 


When an American ‘citizen serves Red China’s Government—by 
sworn acknowledgment—while that government is making war on 
his own countrymen, and when he volunteers that he brought home 
“notes, diaries, correspondence, and background material” to tell the 
story of his experiences, it’ is ébViously the subcommittee’s duty to 
put these documents under scrutiny. 

The subcommittee took steps to do so, and was successful.® 





Se Italics supplied throughout this section. 
.*On November 10, 1954, Senator William BP. Jenner, then subcommittee chairman, wrote 
Gommissioner of Customs Ralph Kelly in part as follows: 
NovemMBer 10, 1954..: 


Hon. RALPH KE.LLy, 
Commissioner of Customs, 
Washington, D. OC. 

Drdr -CoMMISSIONER: The Subcommittee on Internal Security is now engaged in an 
investigation of Americans who recently returned to this country, after having been 
employed by, or associated with, the Communist Government of China. Amo these 
individuals are William H. Hinton and William Berges. The Bureau of Customs detained 
the baggage of both of these individuals on their return to the United ‘States ‘and’ still 
holds part of the baggage. 

* * * We are advised that the Berges material is still in Boston and that the Hinton 
material. is now 'in- Washington at the United States Bureau of Standards. Our sub- 


Footnote continued on following page. 
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“THe AUTOBIOGRAPHY OF A TRAITOR” 


Acting under this authority, the subcommittee took possession of 
what Hinton had told us were Ais documents. It was these docu- 
ments which the chairman later in his May 10 speech characterized in 
this way: 

Added up, these “notes, diaries, correspondence, and back- 
ground material” are the autobiography of a traitor. 


For many months, the material was studied by members of the 
subcommittee’s professional staff, as well as by experts from the 
Library of Congress and other Government agencies. Individuals 
who had personal knowledge of the Chinese Communist revolution 
were also consulted. ae out the entire period in which the 
documents were being studied, Hinton made persistent attempts to 
regain possession of them. 


poES Nort “my” MEAN “BELONGING TO ME?” 


On March 6, 1956, he returned to the witness stand for questioning 
regarding his “notes, diaries, correspondence, and background mate- 
rial.” Here is what he said at the outset of the hearing: 


Mr. Hinton. I would just like to know who gave Mr. Sour- 
wine the authority to go to the customs and seize my things 
illegally. 

But as questioning proceeded to develop the “autobiography of a 
traitor” from the material which Hinton himself had so pugnaciously 
claimed, the witness made an incredible attempt to disengage him- 
self from his own property. 


Inventories of the material found in the Hinton footlocker are 
printed on pages 154 to 163 of the hearing record. They consisted, 
first of all, of great quantities of official Chinese Communist propa- 
ganda (books, pamphlets, posters, maps, photographs, etc.) in both 
the English and the Chinese languages. But the most important of all 
were Hinton’s own handwritten and hand typed “notes, diaries, and 
correspondence.” It is from these that the picture of the role he played 
in communizing China’s farmers rises out of the record. 


ANOTHER HAL WARE 


On the basis of what was found in these papers, the chairman com- 
pared him in historical importance to the late Harold M. Ware, who 





committee is very anxious to make a study of this material in order to determine whether 
or not it should be placed into the record of our hearings. Will you be good enough 
to give us access to it with the above purpose in mind? Thank you for your cooperation. 
With every good wish. 
Sincerely yours, 
WILLIAM E. JENNER, 
Chairman, Internal Security Committee. 


On December 3, 1954, Commissioner Kelly replied to Chairman Jenner in part as follows: 
“Authority is hereby granted for duly authorized representatives of your subcommittee 
to have access to these documents which will be made available to them for the purpose of 
obtaining data therefrom for the use of the subcommittee. 
“Very truly yours, 
(Signed) “Rates KELuy, 
“Commissioner of Customea.” 
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helped Lenin and Stalin communize Russia’s farmers before he re- 
turned to the United States to organize the Red underground in Wash- 
ington 25 years ago. 


FROM “OBSERVER” TO “UPPER CADRE” 


As the chairman stated:? 


The documents were written by one who began as an ob- 
server. Then he joined a “work group” and learned how to 
“purify the party,” “purify” being a Marxist synonym for 
“purge.” His zealousness, his passionate, repeated, fully- 
expressed determination to wipe out all anti-Communist 
thought elevated him finally to the post of “upper cadre.” As 
Hinton himself makes clear, this means that he occupied a 
place in the Communist command. 

“We organized,” he says in the “notes, diaries, correspond- 
ence, and background material,” which were seized from him 
by United States customs. 

“We purified. 

“We sent directives.” 

“We treated different cases differently.” 

“We upper cadres must take the blame.” 

The Hinton papers are also a compendium of Communist 
doctrine, of Communist official propaganda in both English 
and Chinese. There are nearly 400 photographs, some of 
them from official propaganda sources, and some which seem 
to be the work of amateur photographers. They include 
pictures of many Americans whose activities the subcom- 
mittee is scrutinizing, in our current study of “The Scope of 
Soviet Activity.” 

* * * * * 


* * * here is William Hinton’s picture, Mr. President, 
which we found among the “background material” he told us 
about. He is dressed in Chinese garb, standing on a plat-_ 
form in front of the Communist hammer and sickle, the flag 
of Communist China, and a picture of China’s Communist 
dictator, Mao Tse-tung. He is making a speech to his fellow 
Communists. 

Here are some of William Hinton’s own words, which we 
found among the “notes, diaries, and correspondence” that 
he swore were his. First are selections from a letter he wrote 
to his two sisters, Jean and Joan. ; 

Before Joan’s flight to China, she and Jean had a letter 
from their brother in far-off Tientsin. He did not like the 
news from home. 

“That great beast, America,” he told his sisters, “looks down 
upon the world and licks its lips.” 

And then, this: 

“So far I have seen no evidence of the anti-American feel- 
ing that is supposed to be rampant here. 7'his worries me a 
little since it indicates the people have not yet learned who 


* Congressional Record of May 10, 1956. 
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their enemies are. The soldiers, are a little more conscious 
of the facts of life and always look astounded when you tell 
them you are an American.” 


As noted, Hinton went out of his way to tell the subcommittee in 
1954 that the original of his “travelog, Yenan to Mongolia” was in 
the material seized by Customs. The subcommittee found it. there. 

It is clear from this document— 
said the chairman— 
that the Communist Hinton had full freedom to come and go 


throughout Red China at a time when other Americans were | 
being brainwashed, starved, and tortured in Communist 
} 


prisons. There is no difficulty in understanding why, once 
we examine this cheerful little “travelog.” Let me read a few 
passages. 


He visits a fort, and reports joyfully that “life is moving 
ahead here with a swing.” 

“The walls of the forts are plastered with slogans,” he 
writes. “Carry out the new marriage law, Raise produc- 
tion, Join in the great land reform rechecking movement, 
Oppose America and aid Korea, Study the thought of Chair- 
man Mao.” 

He meets a doctor, and complains because the latter seems 
to still have a little “Chung Mey” (worship America) atti- 
tude. But, says Hinton, the doctor “is learning fast and 
putting into practice many Soviet techniques * * *” 


A MAN WITHOUT A COUNTRY 


And then, in a railroad station, he looks upon “a long 
crowded platform of People’s Volunteers dancing and sing- 
ing, as they waited for their train.” 

* * * * ” 


“When this or that group got tired of dancing they stopped, 
lined up, and burst into song, singing ‘ p Across the Valu 
and other popular tunes of the day * * * The whole scene 
was one of collective gaiety and good spirits. I could not 
help thinking what the American soldiers must be like as they 
leave for the front. Do they dance and sing, laugh and joke, 
study reading and writing, push health and exercise?” 

“* * * Everyone,” Hinton reports, “Everyone is putting 
renewed effort into aid for Korea to see to it that the imperial- 
ists never again dare poke their pigs snout into liberated 
China.” 

He taught in a North China “university,” where boys and 
girls were trained for évery kind of Communist revolution- 
ary task. He took those boys and girls to a “struggle meet- 
ing” in a former Catholic church, and gloated while one 
shivering human was shrieked at by a Red mob for 11 solid 
hours, for indulging in the crime of “landlord thought.” 

He conferred and banqueted with a commissar of the Cen- 
tral Committee of China’s Communist Party. 
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He taxed, purged, classified, and brought wholesale Com- 
munist discipline to terrified peasants in Chinese villages. 

He made a speech in a town square, urging his listeners not 
to yield to “tolerance.” He surveyed a Red propaganda dis- 
play and complained because it did not inflame the peasants 
to “a broader scope of accusation.” 

He: went to a meeting of foreign writers at.a Red army 
school. He conferred with the Red army’s chief of staff on 
the very eve of the great offensive of 1948. He danced in the 
streets to celebrate Soviet holidays and the victories of 
China’s Red army. He met with Communist “cadres” to 
discuss “recruiting,” “militia,” “preferential treatment for 
soldiers families” and “training with rifles, grenades, mines, 
etc.’ 

He wept at the memorial service where Red China officially 
commemorated Agnes Smedley’s 20 years service in the Com- 
munist underground, and to which it sent Red army soldiers 
to lay flowers on her grave. 

He rejoiced at the spectacle of “People’s Volunteers” on 
the way to North Korea to kill American boys. 

He brainwashed himself and others, time and time again 
to er the last vestiges of Americanism from his mind an 
soul. 

His papers tell the story of that brainwashing, Mr. Presi- 
dent. Here are a few passages, which show his gradual pro- 
gression from an “agricultural technician” to an “upper 
cadre” of China’s Communist legions. 

When he was still an UNRRA worker in the Nationalist 
territory, he wrote this to his then wife, Bertha, who was in 
the United States: | 

“There is a move on here to get me into the job of supplyin 
Communist areas and if I can get it, I will take it. * * * i 
would be on salary and doing something that I have no 
qualms about.” 

Shortly thereafter, he begged her to “come to China right 
away. * * * T have burned certain bridges behind me,” he 
said. His wife burned bridges, too, in response to that plea, 
and her bridges remained burned. One of the first things 
Hinton did on returning to the United States was to get a 
Reno divorce and cast his wife and child adrift behind the 
Bronze Curtain. 

Here is an example of self-brainwashing, of that Commu- 
nist passion to believe everything good about the Soviets and 
everything bad about the United States: 

“T suppose you have enough sense not to credit any of the 
stories about Russian artillery, Russian shells, Russian offi- 
cers, Japanese troops, etc., etc., etc., that are pouring out of 
Mukden. There is no doubt that these are all fabrica- 
tions. * * * No Russian arms, equipment, men, or anything 
else have ever been seen in Manchuria since the Russirns 
withdrew. . The American Government and the American 
press know this full well. (After all, we have a whole corps 
of men on the spot whose main task is just that, to prove that 
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the Russians are helping the Reds. So far they have been 
grossly disappointed.) Yet they continue their insinuations, 
innuendoes, and outright lies. * * *” 

* * * The story develops in many documents, including 
letters to Sidney Engst, another former UNRRA worker and 
renegade who married Hinton’s sister, Joan, in China. Note 
it, against the background of Hinton’s sworn statement at the 
American Consulate in Prague, to the effect that he had sim- 
ply been an agricultural technician at a single state farm. 


“wwe HAVE PURIFIED THE PARTY” 


“T was just settling down to a quiet period of teaching and 
study when the land reform began in this Hsien,” he writes to 
‘Engst. “Many students went out to join in the work and I 
got ants in my pants and rushed around until I, too, got per- 
mission to go. * * * Weare in no way a high-powered group, 
so we made some bad mistakes and wandered all over the lot. 
After 2 months we still haven’t organized the Peasants 
League, but we have organized the basic groups and purified 
the party.” 

“Purified the party?” He means purged, does he not, Mr. 
President? This American, this so-called “agricultural tech- 
nician” is beginning to practice Soviet discipline upon Chi- 
nese peasants on their own Chinese soil. 

A little later the “agricultural technician” lays down his 
tools. “As for the tools,” he says, “I have been so busy with 
this land reform that I have neglected them quite a bit. * * *” 

Listen, Mr. President, as he becomes more and more en- 
raptured. 

‘Everyone who calls himself a revolutionary or wants to 
work for the Chinese people must now examine himself, pre- 
pare himself for mass work, for handing leadership to poor 

easants and hired laborers, to give up one’s own land, per- 
aps even struggle against one’s own parents.” 
* * » . x 


“Well, when you are going to treat different classes differ- 
ently you must have some idea of who is in what class and that 
was one of the most interesting parts of the work. Stand- 
ards were set by the Central Committee (based by the way 
on standards drawn up by Lenin back in 1919) and everyone 
including the most backward and illiterate peasants studied 
them. You have never seen such a mass education movement 
as this was. Millions of peasants learned how to distinguish 
a rich farmer from a middle farmer (this is the key point 
since the former are struggled and the latter protected) and 
a poor farmer from a middle one. They learned it by apply- 
ing these standards to all the families in their village. The 
whole village was classified three times so that there would be 
no mistake. Each time everyone appeared before the people 
of his part of the village, reported his land and property and 
his opinion of his class. Then all discussed and decided what 
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he was. After the whole village was finished the list was 
posted * * * 
* ok * * */” 


“THE PEOPLE ARE BEING STEELED” 


“My work mainly consists of going from farm to farm, 
looking into the way things are fe bathing to solve prob- 
lems, criticizing and encouraging * * * To arrive at any of 
the state farms is like a homecoming for me, for almost all 
of the drivers are my students, old friends, and com- 
rades * * * Every day, no matter how busy the work is, there 
is at least an hour or two of political study, and if it can’t be 
carried out in an organized way during the heaviest rush of 
work it is done individually through reading the paper when- 
ever there is a spare moment. 

“Tt was while we were assembling the combines for the 10,- 
000-mou wheat harvest that the Stockholm peace appeal 
reached the Chi-Heng State Farm. It was eee for 
several days and was signed by everyone. (The Stockholm 
peace appeal, of course, Mr. President, was a routine Moscow 
fraud.) 

“* * * of all the things I have seen in this last year and a 
half the most striking has been the development of the cadres, 
and workers through the political education led by the Com- 
munist Party. 

“* * * Through countless work review meetings and meet- 
ing for self and mutual criticism the people are gradually 
being united and steeled.” 

The people were united in other ways than in “work re- 
view meetings,” Mr. President. They were united in death. 
Time magazine reported a few weeks ago that “at last 20 
million Chinese have been deprived of existence since the 
Communists took over. Time adds, “In no previous war, 
revolution, or human holocaust, either in the days of Tamer- 
lane or in the time of Hitler, have so many people been de- 
stroyed in so short a period.” 

There is no charity, no grief, no horror at this “human 
holocaust” in William Hinton’s heart. In all the thousands 
of pages in the footlocker he brought home, we found only a 
paragraph or two to express disapproval. It is not the Tis- 
approval of Christian outrage. It is the ideological disap- 
proval of the Communist “upper cadre.” 

Here it is: 

“The leftist errors really began to be serious in May 1947. 
Correction in our area began after Chairman Mao’s Christmas 
report in about the middle of January. Beginning at that 
time we sent three directives from the Taihang subregion to 
the Diwey party committee. * * * The peasants must be under 
proletarian leadership. Without proletarian thought to 
guide them they commit just such errors and destroy the revo- 
lution. It has been our experience that whenever the peasants 
are mobilized to struggle they push on toward extreme 
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equalitarianism and the eadres invariably follow along. In 
this case we upper cadres must take the blame for not having 
given the lower cadres full explanation and education about 
this point.” 


THE BETRAYAL OF THE AGRARIAN REVOLT 


The subcommittee calls attention to the obvious historical fact that 
land hunger, the desire of husbandmen to own the ground they fertilize 
with their sweat, has fueled revolutions since the dawn of history. 
Land ownership, stabilized and widely distributed, is a foundation 
stone of human freedom. 

Karl Marx and Friederich Engels recognized this when they drew 

the charter of despotism known as the Communist Manifesto. 
‘That is why they declared, as their fundamental propose, that in 
order to establish a Communist State, private ownership of land must 
be destroyed. 

After this had been accomplished, then what? The manifesto an- 
swers this question with the utmost simplicity. Here is that answer, 
us it was written by Marx and Engels 108 years ago: 


Equal liability of all to labor, Establishment of industrial 
armies, especially in agriculture. 


This is the doctrinal basis for the forced labor which is the sine 
yua non of every Communist regime. In terms of this basic doctrine, 
thairman Eastland revealed the deeper meaning of the Hinton papers 


What is the goal which William Hinton sought? He tells 
us in a single all-embracing sentence. 

“* * * Tf gas ever becomes cheap here this may be the first 
genuine collective farm in Asia outside the Soviet Union 
* * & 99 

Let’s forget Hinton as an individual now, and examine in 
perspective the material which he unwittingly put in our 
hands. The first successful Communist revolution in Eu- 
rope, the Bolshevik uprising of 1917, occurred in a country 
whose population was overwhelmingly agricultural. The 
first successful revolution is rolling onward toward other 
great masses of land-hungry peasants. 

Lenin drew the farmers into his revolution with the slogan, 
“All land to the peasants!” 

Mao Tse-tung did the same for his, with the cry of “Land 
to the tillers !” 


CANNON FODDER FOR RED ARMY 


Now listen to this. Here is one of the many statements of 
basic Communist doctrine, which William Hinton brought 
home. It is entitled “The 1946 Mass Movement in Shantung 
Province by Chang Yeh, director of the Mass Mobilization 
Department of the Provincial Party Bureau.” 

Section IV deals with “Land Reform in Frontline Re- 
gions.” 

“The cadres must become convinced,” says this basic Com- 
munist document, “The cadres must become convinced that 
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only through coordinating land reform with the military 
struggle can both activities be successful. 

“To clear the way of obstacles, the people must be mobilized 
to fight against big puppets or landlords who collaborate with 
Chiang Kai-shek. The sentiment of the people can only be 
aroused by launching an accusation movement against such 
persons. * * * 

“All cadres and militia leaders must be under the sole lead- 
ership of the party in order to support the military campaign 
as well as conduct the land-reform program. 

“Frontline struggles need support from other regions. 
They need material help as well as mass leaders and militia 
leaders who can reinforce their own leaders in launching a 
real attack.” 

Yould any statement be clearer than this? The so-called 
land-reform program, the trick of pretending to give “land 
to the tillers,” was simply a means of recruiting them as can- 
non fodder for the Red army. 

That’s why Hinton, this “agricultural technician,” this 
“tractor expert,” asked so many questions in the villages and 
drew so many reports and charts on “recruiting,” “militia,” 
and “soldiers’ families.” That’s why he soug t the facts 
about “training with rifles, grenades, mines, etc.” That’s why 
he wanted the peasantry inflamed to “a broader scope of 
accusation.” 

He was a recruiting sergeant, disguised as a grease monkey. 
As I have shown, Lenin fueled his revolution with the promise 
of “all land to the peasants.” Then what happened? He 
and Stalin took the land away. They called it “collectiviza- 
tion.” They called it “socialization of agricultural .prop- 
erty.” It was theft. It was murder. It reached its climax 
in the awful planned famine, when Stalin deliberately 
starved to death 5 million men, women, and children because 
oy wanted to keep the land which had already been given 
them. 

Meo Tse-tung fueled his revolution with the same kind of 
promise. And what is he doing now? Exactly what Lenin 
and Stalin did before him. Here are some passages from a 
Red Chinese broadcast, which the State Department, moni- 
tored on January 26, 1956: 

“PEKING, January 25.—Mao Tse-tung, chairman of. the 
People’s Republic of China, called a meeting of the Supreme 
State Conference this afternoon to discuss the draft 1956-67 
national program for agricultural development. * * * 

“Chairman Mao Tse-tung made a speech at the meeting. 
He said that the country was at present in a high tide of the 
great Socialist revolution. The founding of the People’s 
Republic of China signified that the Chinese Revolution had 
begun to move from the stage of Socialist revolution. This 
meant that the Chinese revolution had entered the transi- 
tional period from capitalism to socialism.” 

* % * * * * 
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The Socialist revolution was aimed at releasing productive 
forces, Chairman Mao Tse-tung said. The changeover from 
individual ownership of agriculture and handicrafts to 
Socialist collective ownership, and of private industries and 
commerce from capitalist ownership to Socialist ownership 
would certainly lead to an ever-greater releasing of produc- 
tive forces. 

“The changeover,’ Mr. President, “the changeover from 
individual ownership of agriculture to Socialist collective 
ownership.” 

What was it the “land reformer,” William Hinton, said: 

“If gas ever becomes cheap here, this may be the first 
genuine collective farm in Asia, outside the Soviet Union.” 


BETRAYAL 


Marx and Engels told us, back in 1848, what happens after col- 
lectivization takes hold. 


Equal liability of all to labor. Establishment of industrial 
arms, especially mm agriculture. 


This is what has happened in Russia, Yugoslavia, Czechoslovakia, 
Rumania, Poland, Hungary, China, and North Vietnam. 

As this report goes to press, the farmers of Hungary—and of 
Poland, too—are turning upside down the “inevitable laws” of Marxist 
society. Farms are being de-collectivized. Land is really being put 
into the hands of the peasantry. And the Red Army is kidnaping, 
pillaging, and murdering in order to bring the process to a haft. 

The same inevitable process of de-collectivization may one day occur 
in the other nations of Europe where the Red boot has trod. 

And in Asia, too. 


ASIAN AND PACIFIC PEACE CONFERENCE 


The subcommittee conducted an extensive investigation of Harvey 
Matusow in 1955. In previous years, Matusow had testified before us 
and other Government bodies regarding the part he once played in 
the Communist conspiracy. In 1955, a book, False Witness, allegedly 
written by Matusow, was published by the firm of Cameron & Kahn. 
In this book, Matusow accused Matusow of having previously given 
false testimony to the subcommittee and others regarding his activi- 
ties as a Communist. 

The Matusow hearings made it undeniably clear that False Witness 
was a total fraud, concocted by the Communist Party in an attempt to 
discredit Government agencies which uncover the facts about Com- 
munism. For example, the subcommittee put into the public record 
a list of 244 persons whom Matusow, in his past testimony, had linked 
with Communism. We invited any and all of these persons to come 
forward and swear that the past statements about them were false. 
Not one accepted this invitation. To date, the only person who has 
stated under oath that Harvey Matusow gave false testimony to us 
is Harvey Matusow himself. He is presently free on bail, pending 
appeal of his conviction for perjury committed in the course of deny- 
ing his own earlier testimony. Our record also shows that Matusow’s 
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publishers, Angus Cameron and Albert Kahn, have played the roles 
of lackeys for the Kremlin’s propaganda area throughout many 
years. Kahn, as a matter of fact, is the author—or alleged author— 
of two books which were used by the Chinese Reds in their brain- 
washing of American POW’s (1955 S & T p. 846). 

In the midst of our hearings, Matusow was cited for contempt of 
court by Federal Judge Robert E. Thomason in E] Paso, Tex., as a 
result of his attempt to practice fraud upon the court in recanting 
testimony untruthfully. He was held in $10,000 bail. 

Bail was furnished by Mrs. Anita Willcox, who was called before 
the subcommittee for questioning. Her attorney was Leonard Boudin 
of 25 Broad Street, New York City, who has himself refused to tell 
whether he was a Communist prior to 1954. 

Between them, Anita Willcox and Leonard Boudin gave one of the 
most talented productions of the injured innocence act which the sub- 
committee has ever witnessed. The theme of this act was that Mrs. 
Willcox is a person of fine, old-fashioned American ideals, who fur- 
nished bail for Harvey Matusow only in obedience to these ideals. 
She professed to be a worshiper of Theodore Roosevelt. A concur- 
rent theme was to the effect that the subcommittee was itself under- 
mining American ideals and attempting to intimidate Mrs. Willcox, 
simply because she had exercised her right to furnish bail. In his 
specious attempt to substantiate this latter proposition, Mr. Boudin 
went so far as to give the lie to a member of the subcommittee. 


Senator Danrex. I can assure you the fact she put up bail 
for Mr. Matusow is not the only reason she was summoned 
before this committee. 

Mr. Bovuprn. I can assure you that is the only reason it 
was. She was never summoned before this committee in the 
years she has functioned until she put up bail, and that is the 
real issue here. I am talking here to you as a member of the 
greatest deliberative body in the world that you should hold 
a hearing and subpena my client, a respectable woman, grand- 
mother, and bring her down here because she has put up bail 
(ibid., p. 878). 


In her own testimony, Mrs. Willcox seemed even more naive: 


Mr. Sourwrnz. Have you, Mrs. Willcox, ever taken any 
action in opposition to the Communist Party, U. S. A.? 

Mrs. Wiiucox. Listen, I am an artist. t don’t do any- 
thing political. I have no political—I don’t take any political 
action at all. 

Mr. Sourwinz. Have you ever, Mrs. Willcox, by any action 
coer Pen financial, given aid to the Communist Party, 

Mrs. Wiiucox. I have never given any aid to the Commu- 
ist Party (ibid., p. 849). 


And thus: 


Mrs. Wrixcox. I explained this morning that when in at- 
tempting to get our passports renewed that both Mr. Willcox 
and I signed an affidavit saying we are not and we never have 
been members of the Communist Party and denying every 
kind of connection with the Communist Party. I do not 
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even know any Communists. I do not say I do not know 
any Communists—maybe I do—but I do hot know any official 
Communists at all. I really do not, and this is ridiculous 
that I have any connection (ibid., p. 877). 


Mrs. Anita Willcox is, or was, an active participant in Operation 
Renegade. Among the materials found in the Hinton footlocker were 
pictures of Mrs. Willcox attending the Asian-Pacific Peace Confer 
ence as a “delegate” from the United States. 

New World Review, the Communist publication already described, 
which is edited by Jessica Smith, present wife of John Abt and widow 
of Harold M. Ware, contains a photograph in its February 1953 issue 
bearing this caption: 

Delegates to the Asian-Pacific Peace Conference in the gar- 
den of the Summer Palace in Peking. Facing camera, left 
to right, they are: Joan Hinton, United States scientist who 
worked on the Los Alamos A-bomb and now works on an 
animal-breeding farm in Inner Mongolia; Anita Willcox, 
author of this article; Monica Felton, of England, a Stalin 
peace prize winner; Henry Willcox, United States construc- 
tion engineer; Edwin Cerney, California teacher who, with 
his wife, wrote the article on page 15. Backs to camera, left 
to right: Hugh Hardyman, a retired west-coast date grower ; 
Lewis Suzuki, a New York Japanese American; and Isobel 
Cerney (ibid., pp. 885, 886). 


Secretary of State Dean Acheson described the Peace Conference 
as follows on October 1, 1952: 


Asked for comment on the so-called Peiping Peace. Con- 
ference and reports that a number of Americans are allegedly 
attending as delegates, Secretary of State Dean Acheson at 
his news conference today made the following extempora- 
neous reply: 

“This Conference is, of course, an obvious propaganda op- 
eration in which the Chinese Communists, while taking an ac- 
tive part in defying the United Nations and carrying the war 
into Korea and while they are joining with the Soviet Govern- 
ment in. its violent ‘hate campaign,’ are continuing to hold 
‘peace conferences.’ I think this deceives nobody. 

“In regard to your other question about the Americans, 
we have heard reports that certain American citizens were at- 
tending. From the reports that we have gotten, we think we 
have about 15 of these Americans identified. Now, some of 
them were in China already. However, no persons have been 
issued passports to attend this conference or have asked for 
passports to attend the conference. 

“All passports have been stamped since May 1, ‘Not valid 
for travelto * * * China.’ * * * Wearenow making efforts 
to find out whether any of the people that we have identified 
have obtained passports on false information furnished to the 
Department or whether they have violated the instruction 
which is on the passport. That is stamped on it, as I have 
said, and there are appropriate statutes which cover both of 
these cases” (ibid., p. 860). 
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Mrs. Willcox made a speech to the Conference on October 8, 1952, 
which was monitored in the:United States and also reprinted in the 
Shanghai Daily News, on October 12, 1952. 

In that speech, the woman who told the subcommittee “I don’t take 
any political action at all,” announced to the assembled Communists 
from all over the world: 


We come as representatives of 70 percent of the people of 
the United States. 


NO POLITICAL ACTION? 


Here are excerpts from the speech as quoted by the Shanghai News, 
an official Communist newspaper : 


{The Shanghai News, Shanghai, October 12, 1952, p. 3] 


Unirep Srates Detecars A. Wiicox’s Speecn at PEACE 
CONFERENCE, OCTOBER 8 SESSION 


Peirine, October 9 (Hsinhua).—United States delegate, 
Mrs. Anita Willcox, artist, made a statement at the Asian and 
Pacific Peace Conference on October 8. Excerpts from her 
statement follow: 

We come as representatives of 70 percent of the people of 
the United States who, when given a chance in a Gallup poll 
to express their true opinions anonymously, have voted for an 
immediate end to the war in Korea. We know full well that 
we, as citizens of a democracy, insofar as we do not act for 
pare to the full limit of our power, are responsible for the 

illing of millions of men, women, and children in the Korean 
war. We come to this conference seeking effective means to 
stop this murder, conscious that our planes are dropping 
napalm as we speak. We ask our brothers and sisters of the 
Asian and Pacific regions to help us stop the rearming of 
Japan and Germany and the colonial oppression of the 
peoples of southeast Asia, before new Koreas are set ablaze. 


ISC REPORT BE PUBLICIZED 


We, of the majority of our people, have come here to de- 
mand an end to the killing of prisoners of war at Koje and 
Cheju. On October 1, while we peace delegates watched the 
color and glory of a free people celebrating their national 
day in ancient Peiping, 45 more men were killed at Cheju for 
the crime of daring to mark with joy the same occasion. Up- 
lifted by the joyous singing of 10,000 children, and 
strengthened in our anger by their strength, we denounce 
the criminal attempt to exterminate a people, their industry, 
and their culture. Our Armed Forces destroy things the 
people live by—granaries and crops. They call homes, sam- 
»ans, schools, and horses military targets. Our Air Force 

lows up oxcarts. Our Navy sinks fishing boats. For this 
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heroism the parents of our soldiers have refused medals 
awarded by our Government to their dead sons. 

To most of our people the horrible facts of our use of 
napalm are only now becoming known. Of the facts of the 

erm warfare they are still unaware. The findings of the 
22 salted ie Scientific Commission and the testimony of Lts. 
F. B. O’Neal and P. R. Kniss have not yet been widely cir- 
culated in the United States. The administration knows that 
the whole idea of the spreading of disease is so repugnant to 
our people that the highest civilian and military authorities 
and our representatives to the United Nations have flatly 
denied any such action. They have persisted in these denials 
even after the confessions of Lts. K. L. Enoch and J. Quinn 
were reported in the press. 

* * * Our occupation of Taiwan with the remnant armies 
of the cruel Chiang Kai-shek, is a part of our preparation for 
a third world war. 

* * * Tn spite of press and radio blackout on peace, in spite 
of indictment and jailing of peace leaders, our peace organi- 
zations now number over 3,000. 


NO BETTER THAN THE POWELLS OR HINTONS 


Evidence in the record clearly establishes that Anita Willcox and 
her husband have no more right to pose as loyal Americans than 
have John and Sylvia Powell, or Joan and William Hinton. On their 
return from the Conference, the American “delegates” put out an il- 
lustrated pamphlet, What We Saw In China, which was distributed 
by the National Guardian, a New York City publication that is itself 
an important link in Operation Renegade. Articles in this pamphlet 
include A Big Builder Is Impressed, by Henry Willcox, and A Vision 
of Sanity, by Anita Willcox. The drawings in the pamphlet are at- 
tributed to Anita Willcox. 

Here are some of the statements made in the article signed by the 
woman who swore to the subcommittee that she does not. “take any 
political action at all,” and does not “know any official Communists at 


all.” 


Many of us from the West who went to China as Peace 
Conference delegates had moments of pessimism at home when 
it seemed that it might not be possible to thwart the plans 
of those who want a third world war. 

cad * * * * 


For my part, I have not ceased to marvel at such undenia- 
ble spontaneity within such extraordinary organization. 

We met it as soon as we arrived—on the eve of the 1st of 
October, National Day—when Chairman Mao Tse-tung gave 
a banquet to some 2,000 guests, including distinguished Chi- 
nese, representatives of national minority groups, model 
workers, and the four-hundred-odd delegates and observers 
to the conference. 

Chairman Mao spoke for 5 minutes; then we ate the deli- 
cious Chinese food, and presently distinguished national 
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leaders, including Premier Chou En-lai, made the rounds of 
the tables to drink our health and chat. 

In the 3,000-mile trip we made after the Conference we 
had perfect liberty to poke around on our own, and we talked 
to all sorts of people. 

* * * we almost never heard children cry (ibid., p. 881). 


ee 


GERM WARFARE, TOO 


When the Willcoxes returned home, the New York Times attributed 
to them the following: 


[The New York Times, November 27, 1952] 
Germ War Auiecep By Passport Loser 


NEW YORK ENGINEER SAYS CHINA PUTS UP BUILDING PROJECTS 
MUCH FASTER THAN UNITED STATES 


Henry Willcox, whose passport was seized for traveling 
to Communist China, said yesterday that he went there “to 
stand up and be counted for peace.” The New York engineer 
said his observations indicated Chinese Communist claims 
to be improving living standards of 500 million Chinese by 
15 percent a year seemed plausible. 

Mr. Willcox and his wife, Anita, whose passport was also 
picked up on their return Tuesday from overseas, were dele- 
gates to the Peace Conference of the Asian and Pacific regions 
held in Peiping October 2 to 11. They released a separate 
statement by Hugh Hardyman, described as a retired fruit- 
grower and vice chairman of the American delegation, which 
said all 14 American delegates had become convinced that the 
United States Government had used biological warfare on a 
wide scale in Korea and northeast China. 

* * * * * * * 


Mr. Sourwine. According to this New York Times article, 
the separate statement released by Mr. and Mrs. Willcox 
said that all 14 American delegates to the Peace Conference 
of the Asian and Pacific Regions held in Peking, October 
2 to 11 had become convinced that the United States Gov- 
ernment had used biological warfare on a wide scale in 
Korea and northeast China. 

Did you have anything to do with the issuance of such a 
statement, Mrs. Willcox 

Mrs. Wuicox. Again I take the fifth amendment. 

Mr. Sourwine. Do you have any information, Mrs. Will- 
cox, as to whether the United States Government used bio- 
logical warfare in Korea and northeast China? 

rs. Wriucox. I take the fifth amendment. 

Senator Danret. Did you ever charge your country with 
using germ warfare, Mrs. Willcox? 

Mrs. Wittcox. I take the fifth amendment on that, too 
(ibid., pp. 867-869). 
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Wuat THuey “Saw” IN CHINA 
Here is the table.of contents of “What We Saw in China” 


Pretece: ..2.....- shih sine cos nai caaalgteas ose United States delegation to the 
Peace Conference of the Asian 
and Pacific Regions. 


EEE ee --. Rev. Dr. E. V. C. Collocott. 

mew Laves for Old................... Hugh Hardyman. 

A New Nation at Work_---_---___ Louis W. Wheaton. 

Women of New China_____-_______ Isobel Cerney. 

The Growth of Industry__-____-_-_-- Walter Ilisley. 

A Boom in Private Enterprise___-_-. Harold Fletcher. 

A Builder Is Impressed________---- Henry Willcox. 

A Village Starts Land Reform-_-_-_-_- Sylvia Campbell Powell. 

Leaders of the Future___.__-_____~_. Irene Bonzo. 

No Discrimination._.............. Tomoko I. Wheaton. 

People on God’s Side____...______- Talitha Gerlach. 

Arts of the Poosie.............: Edwin H. Cerney and Ludwig 
Suzuki. 

A Free and Responsible Press___._._. John W. Powell. 

TRO Will 10 PONCE .nn cc ncwmnncssne Joseph Starobin. 

A Vision of Sanity.._....-..._..-.- Anita Willcox. 


Drawings by Anita Willcox 


In the preface to this document, the members of the United States 
delegation to the Peace Conference of the Asian and Pacific Regions 
assert : 


We covered a vast section of the country (China). * * * 


No obstacle was put in our way to learn the truth. 


Other “delegates” vie with Mrs. Willcox’s ecstatic description of the 
Red paradise, where children “almost never cry.” 

“In the cities,’ writes “delegate” Hugh Hardyman, “there is 
scarcely an hour from morning till midnight when the merry sound of 
children or young people singing and dancing cannot be heard.” 

“Private enterprise is flourishing in China,” writes Harold Fletcher, 
an “economist.” 

“China’s press is not only exceedingly popular, but is in the true 
sense of the word a people’s press,” writes John W. Powell, the con- 
federate of brainwashers. 

His wife, Sylvia, gives an idyllic picture of “mutual aid teams” in 
the countryside. 


When we asked: “What do you do in your meeting if 
somebody can’t take personal criticism?” the team leader 
smiled and said : “Oh, with a very difficult case we talk it over 
a bit first; if he isn’t ready for full criticism yet, we are 
careful and try to educate him to understand that the 
criticism discussions are for his own good. It takes time— 
but in our team now everybody understands.” 


The introduction to the pamphlet appears under the signature of 
“Rev. Dr. E. V. C. Collocott, M. A., B. D., Litt. D.” It is alleged 
that “Reverend” Collocott was a member of the Australian delega- 
tion tothe APPC. He says: 


As a clergyman, I would like to add this: In the Christian 
church in China is a vigorous reform movement which aims 
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at making the Chinese church completely independent. More 
than half of the Chinese Protestants have already signed its 
charter, as have done a smaller, yet considerable, proportion 
of the Chinese Catholics. I have talked with the chairman of 
this movement, a leading Protestant layman. He and the 
Protestants wholeheartedly support the present Chinese gov- 
ernment and enjoy complete religious freedom. I was one of a 
small and intimate group which was able to ask questions of a 
prominent Catholic layman, the president of the Chinese 
Academy, after listening to an address by him. He, too, spoke 
of enjoying all religious freedom, and he, too, professed loy- 
alty to the government of Mao Tse-tung. 


Talitha Gerlach, “YWCA social worker” (and former pro-Com- 
munist activist in IPR), writes an article entitled “People on God’s 
Side.” She says: 


“We have complete freedom to practice our religious faith,” 

“Our government is sincerely implementing the principle 
set forth in the Common Programme, article 5—the Magna 
Carta of the People’s Republic of China, adopted September 
29, 1949—which provides: ‘The people * * * shall have free- 
dom of thought, speech, publication, assembly, association, 
correspondence, person, domicile, religious belief, and free- 
dom of holding processions and demonstrations,’ ” 

“We are carrying on with religious services, the propaga- 
tion of our faith, the extension of our church activities, with- 
out any interference whatever.” 

These statements are the testimony of internationally 
known religious leaders, as well as rank-and-file church mem- 
bers, interviewed in Peking and other parts of China by the 
delegates to the Peace Conference of the Asian and Pacific 
Regions. Every opportunity was offered the delegates to 
meet with Chinese religious ce visit places of worship, 
participate in church services, meet and talk informally wit 
church members. 


It is unfortunate for the people responsible for these falsehoods that 
the Subcommittee on Internal Security studied the contents of Wil- 
liam Hinton’s footlocker. For among these documents are passages 
written by Hinton himself, which give the true picture of “religious 
freedom,” and methods of “talking it over” with those who need 
“criticism for their own good.” 

Here are some of the passages, which were obviously intended only 
for the scrutiny of other Communists, and never for the light of day 
in a Senate record. One describes the Communist university at 
which Hinton himself was a teacher : 


This university is spread out in several villages on a flat 
and fertile plain which is ringed on every side with moun- 
tains. This was evidently a former Catholic stronghold, for 
everywhere one ‘sees the spire of Catholic churches and the 
huge brick halls of Catholic convents and monasteries. The 
school, or at least part of it, is housed in former Catholic mis- 
sion buildings complete with gothic church, and stone crosses 
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on roof peaks, door posts, and gables. Never in their wildest 
nightmares did the Catholic fathers dream, I think, that their 
spacious halls and gardens would one day become a center of 
mmunist learning, where Chu Te and Mao Tse Tung smile 
down from the halls of the rectory and the kitchen boys wear 
red stars with crossed hammer and sickle on their caps. The 
bulletin board where once holy bulls were posted is now 
jammed with the wall newspapers of the students, and on the 
rick walls of the compound are written huge characters 
which say, “Drive to Nanjing; Capture Chang Alive.” 
* 2k a * * 


Other passages were found in a sheaf of manuscript from 
the foot locker which bore this heading: “Notes on Struggle 
Meeting With Jye Shr Hsien, February 1, 1948.” 

As we at the Ag school lived more than thirty Li from the 
scene of the meeting, we got up before dawn in the bitter cold, 
ate a little millet, were given two large cold steamed breads 
apiece for our noon meal, and then set out just as the sun red- 
dened the eastern ridges. The whole student body went 
along, so that our column was more than a hundred strong. 
We walked rapidly through the snow across the flat plain, 
passed mud villages still asleep, and then over the hill to the 
university. We arrived just in time, for the meeting was 
about to begin. It was held in the enormous Catholic church 
here. The crowd this Sunday would have delighted any 
priest’s heart, for the church was packed from end to end 
and from side to side, and if people could have shinnied up 
the imitation marble pillars of the nave they surely would 
have. But these people were not here to listen to a priest. 
The stained-glass windows and numerous crosses peered down 
on as ardent an assemblage of revolutionaries as you are likely 
to find anywhere, and they had come to reckon with one of 
their number who had betrayed the revolution. In that huge 

athering of over 1,000 were men and women from ali over 

hina, peasants, workers, landlords, and merchants’ sons, old 
hands in the liberated area, and newly arrived students with 
the breath of Peiping still hanging in their nostrils. They 
were here to examine a former landlord turned comrade and 
to learn a great political lesson, a class lesson, a lesson about 
landlord thought and landlord actions. 

The purpose was explained to me by one of the teachers 
at the college. This meeting is a mass meeting to struggle 
against a party member whose thought is ty ical of the land- 
lord thought in the party and the college. It is not only for 
his education, but also for the education of the whole student 
body, the faculty, and the masses. 

* Ba 


* * * 


Then Jye himself spoke. He is a short, fairly heavy-set 
man with a very weak yet arrogant face, wears glasses and 
a student’s hat. Is obviously pleased to be on the platform 
and the object of so much attention. He makes what he 
considers a damning confession: * * * 
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The crowd takes this speech with evident displeasure. It 
is really no confession at all but just a display of vanity 
at bay. 


x * * * * 


Now the chairman takes the floor (not comrade: note). 

We hope this fellow will think over all these things. His 
speech is far from satisfactory. He did not for instance tell 
us where his families’ wealth is hidden. He himself knows 
where they are. If he really rene why did he not tell us. 
When the newspapers established the fact that he threatened 
the peasants with a gun, he denied this fact. His attitude 
remains far from good. He talks only prise has noth- 
ing concrete to offer. We hope all will study his thought. 
There will be a short recess, and then anyone can talk. e 
hope this meeting will be well organized. If you have some- 
thing to say, ask the chairman for the floor. 

(Follows a 10-minute break. TT OPSy stands up, re- 
vealing that they are sitting on bricks on the floor, they 
stretch, talk, walk outside. Then the meeting is resumed.) 

* * * * of 


Someone shouts he should take off his spectacles. He takes 
them off. Now stands a little bleary eyed. Obviously can’t 
see well without glasses. All this time he has been looking 
gloomier and gloomier. He has pulled out a small notebook 
and has been writing down what they say against him. He 
is taking it all seriously for the first time. Evidently he 
felt that in the beginning there would be some, his gang, who 
would stick up for him, but as student after student gets up 
to denounce him, he obviously is becoming shaken. 

(About this time the cold is really beginning to penetrate 
the church. Many people are coughing, stamping their feet, 
and clapping their hands together to keep warm, but the meet- 
ing continues hour after hour, There is a break for supper 
and then it goes on again.) 

* * * * * 


At this time the shouting goes on almost every few min- 
utes. “Heisnot CP} heis KMT. Dismiss him.” “Oppose 
landlord thought.” “Down with this man Jye.” “Support 
the land reform.” Everyone shouts with raised fist. Jye 
raises his fist too, automatically, as the others shout. This is 
very weird. It must either take a lot of brass or he is so 
distracted he does not know what he is doing. 

* * * * * 


Everybody shouts, “Expel him from the party; expel him 
from the university. Send him to the people’s court for 
justice.” 

More and more speeches follow. People get more aroused. 
Someone yells “Take off your hat.” He does, but a little later 
puts it back on. The chairman reaches round and tells him 
to take it off again. He does and holds it in his hands, twist- 
ing it this way and that. Someone shouts, “If we cannot 
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beat him, at least the slave girl can; let her beat him.” 
Hundreds roar in agreement. They are hungry for action 
now. Finally the boys from the Ag college make a rush for 
the platform intending to seize and beat him. The chair- 
man and several faculty members rush to oppose them. There 
is a tense moment. The P+HP from the Ag college retire, 
muttering to themselves. 
* * * * * 


Others make summaries. The meeting finally breaks up. 
It is after 11 and we have still to walk home the 36 Li. We 
stagger home in the darkness, a long line of weary people. It 
is so late there is not even anyone on the road checking passes. 
Finally the moon comes up and lights the way. We stop at 
a small roadside restaurant in a mud hut, eat some mantou 
cold and drink a little hot water. We are so tired we can 
hardly move on, but finally stagger home after 3 in the morn- 
ing—a 20-mile walk and more than 12 hours of meeting. 

he next morning the whole affair is discussed. The Ag 
students are still. muttering. They think the authorities 
wrong in preventing them from beating the bastard (pp. 
255-271). 


WHAT HAPPENED TO A GOOD AMERICAN 


Father Harold Rigney, former rector of the Catholic University 
at Peking, told the subcommittee how honest Americans are treated 
by the Chinese Communists. 

He explained that, although his university had been founded and 
financed by the Catholic Church, the great majority of both students 
and staff members were non-Catholics. 


Mr. Morris. Father Rigney, what happened when the Chi- 
nese Communists occupied the city of Peking ? 

Father Rienry, As far as the university was concerned, 
they first said that they would protect the university and that 
no one at the university should leave; staff members should 
not abandon their posts; students should not leave the uni- 
versity. But after a few days, they started their program 
to take over the university. 

I tried to enter into a conference with the representatives 
of the staff and student body who were controlled by the 
Communists and work out a modus vivendi and come to some 
terms. I had been instructed by the Apostolic Nuncio to 
China in October 1948, to make an attempt to work out a 
modus vivendi in the event of the occupation of Peking by 
the Communists. And so I tried to work out this modus 
vivendi. I. made concessions to them-and had fathers and 
sisters give up certain key posts and asked them to come and 
sit down and talk over matters so that we could come to some 
working agreement. But they did not. They would not 
come to any terms. 

They come to the peace table and talk only when they 
have to, when they have lost everything and cannot make 
any gains outside that. 
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Here we were on the defensive. There was no question of i 
that. We had no trump cards. So they did not have to i 
come and sit down at the table. They used different tactics. i 
They set up a committee, a reformation committee to reform i 
the university, and the church was not represented on this 
reformation committee. 

I asked for representation. I tried for a long time, per- 
haps 2 weeks, to get representation, and I could not get it. 

This committee went into operations and removed members 
of the faculty, changed some of the courses, and even changed 
the university’s song. They changed the colors of the uni- 
versity and introduced political courses for the whole uni- 
versity which were Communistic, materialistic, atheistic 
courses. 

. x # * * 


Father Rienry. After the Communists had been in Peking 
for about 214 years, during which time I had resisted their 
efforts to take over the university, or to destroy its charac- 
ter as a free center of culture, the university was taken over 
by the Communist government on October 12, 1950. 


* * * * * 


Father Rigney. We had ceased our subsidy to the uni- 
versity. The church has ceased subsidizing the university, 
because the university had become a center of active Com- 
munism and atheism, and the members of the university, both 
staff and student body, were obliged to attend these lectures 
given by members appointed by the Communist Govern- 
ment to give talks that. were atheistic. They were very 
objectionable. 

Senator Warxrns. Did they allow you any control what- 
ever of the school? 

Father Rienry. Absolutely not; nothing (pp. 861, 862). 


Father Rigney then recounted his own experiences after the destruc- 
tion of his university. 


Mr. Morris. Now, would you describe the conditions under 
which you lived in prison in Communist China ? 

Father Rianry. The room, or the cell, which I lived in at 
first was about 10 feet by 11, and in the cell there was a plat-: 
form about a foot and a half high, which was about 6 feet by 
11 feet. In other words, it occupied most of the cell. There 
was no furniture aside from this. And in my early cells there 
was no floor, only the ground, the bare ground. 

There were two hokey tn this ground through which rats 
used to come in and go out, the long rats that you find in 
China, the carriers of the lice that are in turn the carriers of 
the dreaded typhus, Mongolian typhus. These rats used to 
run over our bodies at nighttime. t remeber waking up one 
night and feeling something nibbling at the back of my head. 
I looked around and put my hand there, and there was a big 
rat that ran away. 

The food was very poor. We ate wa tao and bai tsai. The 
wa tao was a very low grade of maize, or corn. I don’t think 
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we grow this corn in the United States. It is something like 
a popcorn, ground up. It was mixed with water, without any 
salt or leaven, and then steamed, and although I come from 
the corn belt and like corn very much, one bite and my appe- 
tite was gone. It took me about 4 or 5 months to get used to 
this. 
Then aside from the wa tao, we got a little bowl of hot 
water with a leaf, a little bit of Chinese cabbage, bai tsai, white 
cabbage. We got this meal twice a day. And we were told 
that we could eat all we wanted to, but this was not carried 
out in my case, because, about the whole first gd of my 
imprisonment, I was not allowed to take as much wa tao as 
IT wanted to. I had to ask for wa tao from the cell leader, and 
for the whole first year he never gave me as much as I wanted. 
I was always hungry. I used to go to sleep dreaming about 
meals, dreaming about peanuts. I thought if I was ever out 
of this prison, the first thing I was going to do was buy pea- 
nuts on my way home. I thought: T wil buy a whole pound 
of peanuts and eat them before I get back. 

hen I was also subjected to physical and mental tortures. 

Mr. Morris. Now, Father, you said at one point there, 
“we”; “We did this”; “We did that.” How many people were 
incarcerated under these same circumstances ? 

Father. Rianey. In the cell that I have described, there 
were ordinarily 7 or 8 prisoners. 

Mr. Morris. In a cell 11 feet by 11? 

Father Rienry. Yes; and sometimes, especially in the win- 
tertime, when you had to wrap up in a blanket, we were so 
close—I remember one time we had nine in a cell—we were 
so close that you couldn’t lie on your back; you had to lie on 
your side. There would be a head here and a pair of feet here, 
then a head and a pair of feet. There wasn’t enough room to 
lie down head by head by head by head. 

Mr. Morris. Now, of these 7, 8, or 9 people who occupied 
the same cell, how many of those were Americans? 

Father Rieney. I never lived with an American. 

* * * * * 


Father Ricney. Everybody was charged with being a spy 
at this prison. There were 400 or 500 prisoners in this prison 
at T’sao Lan Tzu, Hu Tung No. 13 (pp. 863-865). 

* * * * * 


BRAINWASHING 


Father Rienuy. You see, I don’t know Chinese very well. 
I knew enough Chinese to tell them that I didn’t know Chi- 
nese. So when the brainwashing classes started they would 
ask me, “What are you thinking about?” And I said in 
Chinese, “I don’t understand Chinese.” 

So afterward, they degraded me. They expelled me from 
the class. They put me over to one side where I was isolated, 
as they said, and then later on they gave me literature in 
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English, and some in French, as part of my brainwashing 
program. 

Now, in the general brainwashing classes, of the rest of the 
cell, let us say those who spoke Chinese, they proceeded along 
these lines. I will be very brief. I could talk a half hour or 
an hour on this, but our time is not unlimited. 

The prisoners were arranged in a cell in a circle and they 
were given certain articles in a paper or common journals to 
read, items about practical problems of everyday life, about 
the Communist Party, about socialization of the land, sociali- 
zation of industry, about the progress of Communism in Rus- 
sia and Rumania, and so on, and so on, you see, and these 
articles would be pointed out by the warden. Certain ones 
would be checked off to be studied. Then, say, 1 particular 
article would be read by members in the ring, members of the 
class, maybe read 2 or 3 times. Other members would have 
to repeat these articles, and all the while one of the prisoners, 
the so-called cell leader, was in charge of the study program, 
and he had to report, of course, every week about the conduct 
and the behavior of each prisoner and how he reacted in the 
study period, the brainwashing period, how zealous he was, 
and also what attitudes he aia and what thoughts he 
manifested. 

And then after this article had been read and revlewed, 
then each prisoner would be obliged to manifest what re- 
actionary thought he had when the article was being read, 
and during 1951-52, every prisoner had to have a reactionary 
thought. If he did not have one, he would get punished. So 
every prisoner invented one if he did not have one. If one 
was not spontaneous, he invented one. 

Mr. Morris. These are reactionary thoughts that are to be 
dispelled; is that it? 

Father Rigney. Yes, And these are supposed to be mani- 
fested for criticism, for destruction. 

So a prisoner comes out with this reactionary thought, and 
all the other prisoners would criticize this thought and gen- 
erally abuse him for having the thought. And he has to 
eventually come to the light and see that he was wrong. If 
he does not, then he gets punished. He is a reactionary. He 
is hanging onto his bad thoughts. 

The next stage is that each prisoner is asked to manifest 
what good thoughts he had when that article was read. Each 
prisoner must have his own wonderful trend of good 
thoughts (pp. 865, 866). 


POWELL AND THE HINTONS PROVIDE BRAINWASHING TOOLS 


Mr. Morris. Did you ever see the China Weekly. Review 
during this period, Father Rigney ? 

Father Ricnny. That is a publication issued in Shanghai? 

Mr. Morris. Yes, The editor was Powell. 

Father Ricnry. Yes. _ I saw copies of it. 

Mr. Morris. Now, was that presented to you by your cap- 
tors ¢ 
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Father Rienry. Yes. One issue was presented to me—I 
forget now exactly the date—and I was to read it. I read 
some articles. 

Mr. Morris. Were there articles in there by Joan Hinton 
and by William Hinton? 

Father Ricney. I don’t remember articles there by Hin- 
ton. I did read an article written by Mr. Hinton—lI forget 
his first name. 

Mr. Morris. That is William Hinton. 

Father Rieney. William Hinton. I think it was the 
People’s China, and it dealt with the preparation of big scale 
farm machinery to be used on a state farm where he was 
employed. 

I also read an article by Joan Hinton, which dealt with her 
experiences in cattle breeding on the farm where she worked. 
I don’t think it was the same farm. It may be, but I don’t 
think it was the same farm that her brother worked on. 

Mr. Morris. Were those articles given to you, the China 
Weekly Review and the two articles you described, given to 
you by your captors? 

Father Ricney. They were. And they were part of my 
material which was presented to me for my brainwashing. 

Senator WaTxins. Were they in English? 

Father Ricnry. These were all in English. 

Mr. Morris. Now, what effect did this article have on you 
and others who received it? 

Father Rieney. Well, I just thought these people were 
Communists and that they were carrying on propaganda. It 
did not have much effect on me because I could see through the 
whole thing, but I do think such articles would tend to give 
the impression to most of the Chinese, who were not able to 
evaluate or judge about the United States—it would give 
them the impression that the people of the United States were 
pro-Communist and were held from expressing their pro- 
Communism, held down by the imperialistic government of 
Washington, as they said (pp. 866, 867). 


THE “PEACE” CONFERENCE AS A DESTROYER OF HOPE 


Father Rieney. I heard one radio broadeast by Louis 
Wheaton, which he gave at the closing session, or one of the 
closing sessions, of the so-called peace conference at Peking. 

Mr. Morris. Is that the Asian and Pacific Peace Confer- 
ence ? 

Father Rieney. Yes; the Asian and Pacific Peace Con- 
ference. 

Mr. Morris. In October of 1952? 

Father Ricney. Yes; that is right. And he spoke in very 
good English—so I understood what he said. As far as I 
remember, he expressed his—he was glad to be present, and 
he was glad to do his share to promote peace. Of course, the 
funny thing is, the Communists never tell you what they mean 
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by “peace.” They don’t mean the same thing as wedo. Iam 
quite sure of that. 

I remember he also spoke about how he had greeted and had 
embraced a Korean, one of the people of Korea—that would 
be a Korean Communist—and how this Korean had no ill 
feeling toward him because he, Wheaton, was one of the 
American people. So the impression this would give—and it 
gave to members in my cell, because they were told the con- 
tents of this, and perhaps the Chinese version was brought 
to them later—the impression that was given to them was 
that the American people wanted peace and, of course, the 
peace that the Chinese Communists are talking about, which 
is not the same as we mean when we talk about peace, and that 
the American people were striving to realize this peace and 
were prevented from realizing it only by the oppressive meas- 
ures of the imperialistic government of the Pentagon, or of 
Washington, or of Wall Street, wherever you want to put it 
(pp. 867, 868). 


* * * * * 


Mr. Morris. Now, what effect did the presence of Amer- 
icans at the Asian and Pacific Peace Conference have on 
the morale of the Americans and the Europeans who were 
in the same prison ¢ 

Father Rianery. It had this effect, that it gave the im- 
pression that a large part, at least a large part, of the 
American people were in favor of peace as the Communists 
spoke about peace, and that they could not realize this be- 
cause of the ae of the Government of the American 
people, what they called the Wall Street government, the 
imperialistic Washington government. 

And the second effect which it tended to have was that it 
tended to destroy the hope or minimize the hope in the hearts 
of many, many Chinese, the hope for liberation, the hope 
for freedom. 


Even Saul Mills, who had been for many years executive secretary 
of the Greater New York Industrial Union until the CIO dissolved 
it for “slavish adherence to the line and dictates of the Communist 
Party,” turned up in China. 

In 1948, Mills obtained employment with an export-import firm. 
He visited in Shanghai, Tientsin, and Peking, he vel seeking 
information regarding such commodities as bristles, wool, and fur. 

He lived at Tientsin with George Zoobitsky, whom he identified 
as representative of the Seacoast Export Corp., and Henry Kabritz, 
who worked for another company. 

Mills denied that the local Communist officials paid his bill at the 
Cathay Hotel in Shanghai; said he paid it himself. He had met in 
New York a delegation of trade union officials from Red China in 
1945 but said the occasion was a reception by the mayor at City Hall 
and he couldn’t recall appearing before the trade union commission 
of the Communist Party in connection with this visit. 

On his return from China, Mills formed the American-Chinese Ex- 
port Corp., with Frederick V. Field as the owner and president, 
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Charles Honig and David Drucker as vice presidents and Martin 
Popper possibly associated with the firm. He had known Field, 
casually, before the firm was formed. Field fired him after a dis- 
agreement over operation of the company, Mills said, and paid, him 
$10,000 to settle a breach-of-contract suit. 

Mills testified he was never a member of the Communist Party. 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions, which have resulted from its activities and deliberations in 1956. 


CONCLUSIONS 


American citizens have helped to communize and sovietize the 
Chinese people. 

American citizens have engaged, during the cold war, in acts which, 
if a state of declared war existed, would have been treasonable. 


RECOMMENDATIONS 


The Congress should by law make it an act of self-expatriation 
for a United States citizen to assist in the communization of any for- 
eign nation or its subdivision, or the people thereof, or to accept office 
or employment in or under the government of any Communist 
country. 

The Congress should enact necessary legislation to provide for 
proper punishment of acts performed during a time of “cold war” 
which, if a state of declared war existed, would be treasonable. 

















Section XI 
POLICY PERVERSION 
WHO ARE THE MAKERS OF AMERICAN POLICY? 


In the course of the various phases of the inquiries conducted 
by the subcommittee during the past year, the subcommittee encount- 
ered impressive evidence of persons now working in the Government 
and persons who have worked in the Government undermining the 
declared policies of the United States. 

The passages quoted below are taken from the testimony of Angus 
Ward and Congressman Walter Judd. They are obviously of great 
importance at this moment in history, when American foreign policy 
is being tested anew. 


Mr. Morris. Were you able to observe at that time the 
thinking of any officials of the State Department? In ask- 
ing you about officials, I ask you about people who were 
division heads or heads of desks, or anything like that with 
respect to our China policy at that time. 

Mr. Warp. Yes. In fact, I had one of the shocks of my life 
at that time. I was in the State Department, discussing 
basically Chinese affairs, and we got off onto general 
Soviet-American affairs inasmuch as I had just come out of 
the Soviet Union, and I was asked what “in my mind” were 
the Soviet war aims. 

Mr. Morris. Now, this time is now the end of *44, possibly 
early °45?% 

Mr. Warp. More likely January of °45. 

And at that time, of course, like everybody else, I had my 
ideas. My opinion of that at that time, from indications 
within the Soviet Union and from the tendency of Moscow 
to follow expansionist ideals that went back long before the 
revolution, was that the Soviet Union in Europe would not be 
content with anything short of a line approximately running 
from the Baltic to the Adriatic. 

Mr. Morris. Now, what did he say to you upon your ex- 
pressing that view ? 

Mr. Warp. Well, he expressed his amazement, in fact he 
said he was astounded that I could so speak of one of our allies 
and that in so speaking I was a disloyal American. 

Mr, Morris. What did you do when he made that state- 
ment ¢ 

Mr. Warp. I picked up my hat and left his room. 

* * * * * * * 


Mr. Jupp. Let me say this. I, myself, think in our country 
there has been a little too much emphasis on the cloak and 
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dagger work of the Communists. We think we have to get 
somebody who stole documents or wrote something in code 
to the Soviet Union. I don’t think those are dangerous ones. 
Those are the little fellows. The really dangerous ones are 
the ones nobody ever suspected. I remember when John 
Peurifoy was chairman of security or head of security in the 
Department in 1947 and 1948, and I was on a subcommittee of 
the Committee on Government Operations in the House that 
investigated the Department. We got rid of 131 unsuitable 
people, about half of whom were Communists or Communist 
suspects, and we didn’t have a headline. But he said to me 
one day, “Walter, what worries me is how many more there 
are like Hiss, whom I never even suspected. I used to lunch 
with Hiss, once in a while. It makes me wonder if the fellow 
I have my lunch with now is one.” 

If you go down through their history and watch what they 
have recommended over the years, you find it turned out to be 
favorable to the Soviet Union. I am sure they will never 
be found to be carrying Communist cards. They would be 
fools to have meetings in the back end of an alley or a restau- 
rant somewhere. They are clever, and their real danger is 
their ability, at the lower echelons, to write position papers, 
which come up to their superiors and become policy papers. 
Then those policy papers go to the action agencies, like the 
State Department, the Pentagon, and the National Security 
Council. If you allow me to write the papers on which my 
superiors make their decisions, I think I could have a good 
deal to say about what my superiors will think. 

* * * *: * * * 


Chairman Easttanp. Then you think some of these people 
that are pro-Communist are still in the State Department, 
and still in the Pentagon ? 

Mr. Jupp. Why, yes. I don’t mean pro-Communists in the 
sense that they are in the Party, but they advocate policies 
that work out to the good of the Party. On the law of aver- 
ages, a mere moron once in a while would make a decision 
that would be favorable to the United States. When policies 
are advocated by any group which consistently work out 
to the Communists’ advantage, that couldn’t be happenstance. 

Chairman Eastianp. Do I understand that you think that 
the recommendations of these individuals have influence with 
the real policymakers in the State Department and in the 
Pentagon ? 

Mr. Jupp. Oh, there is no slightest doubt of it. 

* Be * # a * * 


Mr. Morris. You think, Congressman, that influencing our 
policy to our disadvantage would come from the bottom and 
not from the top? 

Mr. Jupp. Oh, I am sure it is not from the top. You talk 
to some of those people at the top and they are distressed 
themselves at the miscarriage of orders that are supposed to 
be against the Communists and yet it doesn’t work out. 
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As John Peurifoy said, some of these people are not on 
our side. Who are the people? 


Angus Ward is the former American consul at Mukden, Manchuria, 
who, with his staff, was officially kidnaped by the Chinese Commu- 
nists in October 1948, and held under arrest for 14 months. Walter 
Judd is the former Far Eastern medical missionary, present Member 
of Congress from Minnesota and long-time member of the House 
Foreign Affairs Committee, whose accurate judgments on matters 
Chinese has long been fully established. 

Both witnesses spoke from first-hand knowledge of China and 
Washington. Both described in startling detail how American policy 
has been obfuscated, suffocated, and confused by pro-Communists 
a below the surface in the United States Government. 

Mr. Ward told the following story of how one official was able to 

ut blinders on a Cabinet member, as well as on the Commander in 
hief of the Allied Expeditionary Force in Europe. 


HOW TO FOOL THE MEN ON TOP 


Mr. Warp. * * * In January 1948, I ‘was ordered back 
to the Department from Mukden on consultation. At that 
time I saw Secretary of State Marshall, Under Secretary 
Lovett, and a number of others. * * * 

I was displeased with one outstanding factor, and that 
was that there seemed to be a reluctance on the part of those 
officials with whom I spoke, under the level of Under Sec- 
retary of State, to have affairs of China discussed frankly. 

In illustration of this, I may mention that I met the late 
Secretary of Defense Forrestal at a luncheon, and the fol- 
lowing day he requested of the State Department that I call 
on him for the purpose of discussing affairs of China. 

An appointment was set up for one afternoon at 2 o’clock. 
At about noonday, I was called into the office of one of our 
State Department officials 

Mr. Morris. A superior of yours? 

Mr. Warp. Yes, yes. And I was informed that what Mr. 
Forrestal was interested in learning was the extent of the 
demoralization among the Chinese ‘Nationalists, the extent 
of corruption, and matters of that kind. 

I had had several talks with this official previously, and 
while we had mentioned these matters, my principal re- 
marks to him were the exposition of my thoughts on the ways 
in which we could help the Nationalist Government of 
China to better its chances in the war against the Commu- 
nists and thereby better its chances of survival. 

Naturally, I was completely perplexed when I was informed 
that Secretary of Defense Forrestal was not at all interested 
in this phase of my previous remarks. 

Mr. Morris. Well, Ambassador, were you in effect either 
actually or impliedly being directed by your superior in the 
State Department to talk to Secretary Forresta! only about 
that aspect of your experience in China? 
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Mr. Warp. That was my interpretation; that was the only 
interpretation I think could be given to it, that I was called 
to the office and given this message, At any event, I kept this 
appointment and because I could not send a message to him, 
Secretary Forrestal, saying I could not keep it just a few 
hours before the appointment, I saw the Secretary. 

General, now President, Eisenhower was present, and I 
had to give a most unsatisfactory talk. 

Mr. Morris. Now, did you learn subsequently, Ambassador, 
that as a matter of fact Secretary Forrestal did not want to 
hear only about that particular aspect of your experiences 
in China? 

Mr. Warp. Correct. 


Mr. Judd added this anecdote, 


Mr. Jupp. I think the State Department is a good deal 
better than it was. But I still think it has a long way to go. 
I will probably get in trouble, but I have said this to the 
Secretary personally, so there is no reason not to say it here. 

A man down in the Department told me just about In- 
auguration Day in 19538, that the old cliques were saying, 

“Well, we were kind of worried when there was to be a 
change down here, but we have things under control now.” 

I said, “What do you mean ?” 

“Well, they say they are going to give Mr. Dulles the Jimmy 
Byrnes treatment.” 

“What is that,” I asked. 

“Keep the Secretary of State out of the country.” 

He said, “Look at Jimmy Byrnes. He came in as Secretary 
and they sent him to Potsdam and Moscow and then sent 
Byrnes and Connally and Vandenberg to Paris for 6 months.” 

They were over there right while the postwar pattern of 
appeasement was being established. They kept them out of 
the country. 


“SEE JOHN CARTER VINCENT ABOUT CHINA” 


I would like to say another thing to show how these men 
work against our policy from within. This is what General 
Hurley said his directive was: 

“When President Roosevelt sent me to China in 1944 as an 
Army officer and personal representative, he specifically 
directed me to prevent the collapse of the Nationalist Govern- 
ment, to keep the Chinese Nationalist Army in the war, to 
sustain the leadership of Chiang Kai-shek, and as far as pos- 
sible to unify all of the anti-Japanese forces in China.” 

He told me that when I was out there in 1944. When he 
first went out there, he hoped that the Communists would 
cooperate, because he went through Moscow and Molotov 
told him that Russia wasn’t interested in these Communists 
in China, so he naturally believed it. But General Hurley 
soon got wise to the situation, and the thing he couldn’t under- 
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stand was why his own subordinates in the Embassy were 
advocating the very opposite of the thing he had been sent 
out by President Roosevelt to do. 

The sequel of the story is this. Along sometime during the 
latter part of March 1945, Hurley came back to this country 
and had a showdown regarding these subordinates. One day 
he called me up and asked me if I wouldn’t come down to see 
him the following morning. I said yes, and he told me an 
office number in the old State Building. I went down, and it 
was the office of Mr. John Carter Vincent. We sat in Mr. 
Vincent’s office and he told me what the President had in- 
structed him to do. He was quite elated and he said: 

“We have had a showdown, and the President has re- 
affirmed his directive tome. My job is to help the Gimo and 
the Nationalist Armies to stay in the ring. My job is not to 
undermine him and build up the Communists. As a result, 
all of these folks who have Becki working against my efforts 
as the President’s personal representative and Ambassador 
are being sent back to the United States.” 

He also made a statement to the press along those lines, 
and went back to China. Within 2 weeks or so, President 
Roosevelt died. 

Now, here is the rest of the story that you can confirm. On 
the morning of April 13, when President Truman, the new 
President, came to his office in the White House for the first 
time as President of the United States, naturally, the press 
was there from a great many papers and so on. And pictures 
were taken of the new President, the first morning in his 
office. What was the first piece of business for President 
Truman, shown on a memorandum pad on the President’s 
desk, written right on there and readable in the press photo? 

What does the memorandum pad say? What was the first 

yiece of business for the new President? “See John Carter 
Vincent about China.” 

Who was high enough in the administration—within 2 
weeks after Roosevelt had reconfirmed the policy to support 
the Government of China, to help the generalissimo win, re- 
establish order in his country, build up and overcome the 
great difficulties which then existed—who was high enough 
to see that the first piece of business for the new President 
was, “See John Carter Vincent about China”? John Carter 
Vincent, whose policy as he himself has avowed in my pres- 
ence, was “I worked at nothing for years, except to get a 
coalition between the Communists and the National Gov- 
ernment.” 

“THE FOUR JOHNS” 


Vincent, as Mr. Judd explained, was one of the “four Johns” in 
the State Department and Face Service, who were leaders in un- 
dermining the policy laid down by President Roosevelt. The others 
were John Stewart Service and John Paton Davies, who have since 
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been dismissed from the Department, and John K. Emmerson,’ who 
has not been dismissed. 


Then there was a man named Raymond Ludden.* Not only 
these men from the State Department, but also a man named 
Stelle— 

Mr. Morris. Is that Charles Stelle? ? 

Mr. Jupp. Charles Stelle, and also John K. Fairbank and 
his wife, Wilma Fairbank. They were working for the FEA, 
the Foreign Economic Administration, as I recall, down in 
Kunming. 

FOUR WAYS TO STEER FOR THE ROCKS 


As Mr. Judd explained it, there are four ways by which unknown 
bureaucrats, working below decks, can steer the American ship of 
state toward Communist objectives. 

(1) By consistently giving false information to superiors. 

(2) By “tipping” the press to “inside” information, which indicates 
that our eat pales is not what officials say it is, and thus prepares 
public opinion for pro-Communist change. 

(3) By slowing down the operation of policies which would damage 
the Communist cause. 

(4) By weaving words into policymaking documents, which set 
events in motion that favor that cause. 

Mr. Judd supported his testimony with examples drawn from his 
own knowledge. 


HOW TO CHANGE THE COURSE BY TELLING LIES ABOUT THE 
CAPTAIN 


Another thing is, the leaks to the press. All of you have 
seen in the press for 6 months? repeated stories, especially 
from certain columnists, that the United States is going to 
recognize Communist China after the next election, and the 
United Nations Assembly will meet and admit Communist 
China to the United Nations. I asked 2 or 3 times down at 
the State Department, if this is true. It has been denied 
completely and emphatically by everybody at the top. 

Finally, one came out a few weeks ago in a Kiplinger letter. 
It said that at one of these recent conferences with foreign 
visitors it was tentatively agreed that this would be done. It 
would be denied officially, the letter said, but the fact is that 
the United States is going to recognize Communist China and 
not veto its entrance into the United Nations. 

I called up key men and said, “Has there been a change ?” 

They said, “No; we saw the story, too. There is not a 
word of truth in it.” 

Now, the newspaper reporters didn’t think that up. Some- 
body in the Department told them that. This is a thing that 





1The Department of State Biographical Register for 1956 shows that Mr. Emmerson 
was stationed in Beirut in 1955 as counselor to the United States embassy in Beiru 
Lebanon. It also lists Mr. Stelle as having been appointed in 1952 to the departmenta 
policy planning staff in Washington. The subcommittee is informed that Mr. Ludden is 
presently with the Department’s office of personnel. 

2 Mr. Judd testified on May 31, 1956. 
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goes on again andagain. Leaks go out from underlings that 
this is what our policy is going to be: We are going to recog- 
nize Communist China. It 1s not the President’s policy. 
It is not Mr. Dulles’ policy. It is not the policy of the Far 
Eastern Division. Yet, somewhere down in the State De- 
partment or in the Pentagon, or the National Security Coun- 
cil, or somewhere, there are people who pass this out. 

You go to the press people and they won’t reveal their 
sourees. I don’t blame them. But this is handed to them 
as inside dope to pass on to their readers. This is a way 
in which they shift the thinking of the people toward fur- 
ther appeasement of the Communists. 


HOW TO MISDIRECT A DIRECTIVE 


Mr. Jupp. I have seen this happen so many times. I will 
give you one. I think I have it here. It is the one that 
General Marshall had when he went out to China. I have 
asked him several times who wrote it, because you will see 
why we lost in China when you read this directive. It was 
issued by Harry S. Truman on December 15, 1945. Here is 
a sentence: 

“The existence of autonomous armies, such as that of the 
Communist Army, is inconsistent with, and actually makes 
impossible, political unity in China. With the institution of 
a broadly representative government, autonomous armies 
should be eliminated as such, and all armed forces in China 
integrated effectively into the Chinese Nationalist Army.” 

The generalissimo had said, let them lay down their arms, 
and then we will take them into the government. This di- 
rective said, take them in first, and then let them lay down 
their arms. 

Now, listen here: 

“In line with its often-expressed views regarding self-de- 
termination, the United States Government considers that 
the detailed steps necessary to the achievement of political 
unity in China must be worked out by the Chinese them- 
selves, and that intervention by any foreign government in 
these matters would be inappropriate.” 

You see, there is to be no intervention. 

“The United States Government feels, however, that China 
has a clear responsibility to the other United Nations to elim- 
inate armed conflict within its territory as constituting a 
threat to world stability and peace—a responsibility which is 
shared by the National Government and all Chinese political 
and military groups.” 

Here, now, is the hooker in the last paragraph. Here is 
where we intervene to say how it must be done. 

“As China moves toward peace and unity along the lines 
described above (first, take the Communists in, then they give 
up their separate armies) the United States would be pre- 
pared to assist the National Government in every reasonable 
way to rehabilitate the country, improve the agrarian and in- 
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dustrial economy, and establish a military organization capa- 
ble of discharging China’s national and international re- 
sponsibilities for the maintenance of peace and order.” 

The reason I was immediately suspicious about that direc- 
tive was the phrase “peace and unity” as the condition of our 
assistance. Some months before, that line, the “peace and 
unity” slogan, had started out. All over our country in the 
usual leftish circles the line had appeared, we must have 
“peace and unity” in China. Here is one from the Foreign 
Policy Bulletin of October 24, some months before this. It is 
in an article by Lawrence K. Rosinger, who, I understand, 
has taken the fifth amendment before this subcommittee. 
Henry Wallace had made 3 or 4 speeches, always demand- 
ing peace and unity in China. It suddenly became the watch- 
word—peace and unity. 

Now, it showed up in the President’s directive. 

Now, look at that a moment. How do you get unity ina 
country where there is an armed rebellion? There are only 
two ways. Oneisto putitdown. That is what we did in the 
United States when we had an armed rebellion in 1861. 
But that was unity and war. We said to the Chinese, you 
can’t do that, you must have peace and unity. 

How do you get that? Only one way, to yield to the Reds, 
which the generalissimo wasn’t willing to do. 

The Communists knew what that meant even if we didn’t. 
Reading from the directive: 

“As China moves toward peace and unity along the lines 
described above, the United States would be prepared to assist 
the National Government in every reasonable way * * *.” 

The Communists said to themselves, if Chiang gets peace 
and unity, the United States is going to help him; he wins, 
we lose. But this condition means that if he doesn’t get peace 
and unity the United States won’t help him. He can’t make 
it without American help any more than France or England 
or many other countries could do. So all we Communists 
have to do to block American aid, destroy Chiang and take 
China over for Communism is to see that he doesn’t get peace 
and unity. 

And General Marshall wondered why he could not get 
peace and unity in China. His own directive made impossible 
the success of his mission. I asked him once privately, and 
once in our Foreign Affairs Committee in the House, “Who 
drafted that last paragraph?” I would like to know, and I 
never could get an answer. 

When you observe that sort of thing, you know it can’t 
happen by accident. All of a sudden, the whole leftwing all 
over the United States, cries “peace and unity.” Then this 
directive tells the Communists that all they have to do to 
capture China is to make sure there is no peace and unity. 

{r. Morris. Did you read the Institute of Pacific Rela- 
tions and report, which indicated that was largely written 
by John Carter Vincent ? 
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Mr. Jupp. Yes; I read that report. But I don’t know. I 
wouldn’t be surprised if that were the case, but I have never 
otten a firm—what seemed to be a firm confirmation that 
hat directive was all written by him. Well, that is the kind 
of thing that happened. They write a strong directive say- 
ing we are going to help China, and so on. But in it there is 
a specific condition that makes the help impossible. 


UNDERMINING BY DELAY 


The next thing that the Communists pull, of course, is delay 
in carrying out policies and instructions that they do not like. 
For example, after Dunkirk, Mr. Roosevelt ordered a sur- 
vey to be taken of the surplus rifles and ammunition we had 
in the United States, to replace what the British had lost at 
Dunkirk. In 8 days they were being loaded into boats at 
Perth Amboy to go to England. 

In contrast, the Congress, in 1948, passed a law which the 
President signed on April 3, authorizing economic and mili- 
tary aid to the Republic of China. It was hard pressed. But 
it was 8 months before a rifle moved. You see, when they 
want it they can get quick results. When they don’t want it, 
things don’t happen. 


“DAY DIRT” 


As this report goes to press, the subcommittee takes “judicial notice” 
of newspaper stories from the Far East regarding the situation in and 
around Red China. Farmers have revolted against their tyrannical 
rulers in‘ Communist Vietnam. There appears to be a developin 
public opinion in India, which at last understands the true character o 
the Communist movement. Red China’s Premier, Chou En-lai, made 
what seems to be a fence-mending tour of seven Asiatic nations. The 
Associated Press reported, on December 9, 1956, that he “told a crowd 
of several hundred thousand Indians in Calcutta that Red China is 
eager to improve relations with the United States.” 

“Whenever they are in trouble,” said Mr. Judd, “they talk peace 
until they can build up their strength.” 

The subcommittee calls attention to the obvious importance of this 
observation in the present posture of world affairs. 

“I am just an ordinary workingman Congressman,” Mr, Judd told 
the subcommittee. “I could find out what the Communists were u 
to. I can’t understand how the great experts can be so misguided an 
misled. I cannot believe it is wholly ignorance * * *.” 


Mr. Morris. Do you think then that a committee such as the 
Internal Security Subcommittee should look into who has 
been writing for years the directives that make the policies? 

_Mr. Jupp. I think that is where pay dirt is to be found, 
sir. 
THE SUPPRESSION OF ADMIRAL COOKE 
There are few if any men who have had as panoramic a view of the 


China story as has Admiral Charles Maynard Cooke. He has 
watched it unfold on the conference table at Yalta, Washington, and 
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Taipei, Formosa. He has seen it from the bridge of his own flagship. 
Admiral Cooke was wartime chief of staff and chief strategic ad- 
viser to Adm. Ernest King, commander in chief of the United States 
Fleet. In this capacity, Admiral Cooke “attended all the international 
conferences held by the heads of the leading governments, beginning 
with Casablanca and ending with Potsdam.” Aftrr the war, Admiral 
Cooke was commander of the United States 7th Fleet, “which came to 
include all of the United States combat forces in China during the 
period of 1946, on to the fall of China to the Communists.” There- 
after, as will be shown, he had ample opportunity to observe the con- 
duct of a group of American diplomats and attachés, who acted in 
concert against the very Chinese Nationalist Government they were 
supposed to assist. 
ere is his summary of “the forces that * * * contributed to the 
Soviet conquest of China.” 


1. The buildup of Russian Communist power in Manchuria 
and North Korea, as a result of the Yalta Agreements and of 
the entry of Russia into the war against Japan about 1 week 
before Japan’s surrender. 

2. The failure of the Russians to carry out the treaty agree- 
ments made by Communist Russia and Nationalist China 
about the 6th of August 1945, which was in consummation of 
the agreement of the United States Government to undertake 
to cause the Chinese Nationalist Government to comply with 
the agreements made at Yalte 41n these r7reements of the 
treaty, the Russian Communists agreed to give all of their 
support to the Nationalist government of China. But when 
the war was over, on August 14, and later, the Russians re- 
fused to permit the Chinese Nationalist forces to enter Man- 
churia through Manchurian ports to recover their sovereign 
territory. 

This action provided a great help to the success of the Com- 
munist armies who were coming into Manchuria to be armed 
with Japanese and Russian equipment. 

3. Even with this Russian Communist help, on 2 or 3 oc- 
easions the Chinese Communist movement was thwarted by 
the Nationalists, upon which occasions our representatives 
in China forced the Nationalists to agree to a truce. 

4, In August of 1946, because the Nationalists had not com- 
plied with all of the demands of the United States representa- 
tives in China who sought agreement between the Nationalist 
government and the Chinese Communist armies in rebellion 
against the Chinese Government, the United States imposed a 
complete embargo against supplying ammunition and armed 
equipment to the Nationalist army, even denying ammunition 
for the American guns that certain Chinese divisions had been 
equipped with to fight the Japanese. Technically the em- 
bargo lasted for about 10 months. 

Factually it lasted much longer, because of the great delays 
that took place after the technical termination of the em- 
bargo. The effect of this embargo was set forth in an observa- 
tion personally made to me by General Marshall in August or 
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September of 1946: “that with the embargo we had in effect 
first armed the Chinese Nationalists and then disarmed 
them.” 

5. The Russian Communists provided the Chinese Com- 
munists with operational advisers, organizers, thereby im- 
proving their fighting efficiency at the same time that the Na- 
tionalists were not receiving any such operational advisory as- 
sistance from the United States. 

6. Nationalist armies had been fighting against Japan for 
8 years and had suffered heavy casualties during the period 
that the Communist armies had not been engaged. 

7. I should add that due to the lack of operational advice, 
badly needed by all Chinese armies, there was inept leader- 
ship on the part of the Nationalist commands. 


HE HAS NEVER GIVEN UP 


Admiral Cooke has never given up his fight to save the world from 
the conquest of Asia by Communism. After the Communists seized 
power in Peiping on October 1, 1949, Admiral Cooke foresaw very 
serious consequences to the United States. He tried to do something 
about it. 


Admiral Cooxr. When the Communist government was set 
up in Peiping, I knew that it was being done largely by the 
Soviet Communists. This was confirmed by the recognition 
of the Chinese Communist government by the U. S. S. R. 2 
days later, on October 3, 1949. 

I felt that this might likely lead to the recognition of Com- 
munist China by the United States Government, which in turn 
would lead to the loss of Formosa to the Communists. I con- 
sidered that if we recognied Red China we would soon lose 
Formosa, and if we lost Formosa we would certainly recog- 
nize Red China, and that both or either were very serious 
disasters to United States security and world freedom. 

I therefore went to Washington and spent about 2 months 
in the Washington area, working in large degree with Mr. 
William Pawley, ex-Ambassador to Brazil, in an effort to set 
upa group of ex-United States naval and military officers and 
retired officers to go to Formosa to assist the Nationalist 
government in preventing the fall of Formosa to Com- 
munism. 

I made formal recommendations to the State Department 
and informal recommendations to the President himself 
through his aide, that this be carried out, but I never received 
a action one way or the other on these recommendations; no 
red light, no green light. 

Finally, about the lst of December of 1949, I discontinued 
my efforts and returned to Sonoma, Calif. 


WHEN WR “LET KOREA FALL” 


He did not remain at home for long. 


Admiral Cooxe. On the 5th of January of 1950, when the 
President of the United States and the Secretary of State 
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issued statements that the United States was not concerned 
with the fate of Formosa and that South Korea was also 
ro the perimeter of United States strategic concern, I 
called up Mr. Pawley in Washington from California to ex- 

ress my view that this could be very disastrous to the United 

tates, and every effort should be made to modify the Gov- 
ernment’s decision, and I proceeded that night to Washington 
and talked with a number of Senators, all of whom agreed, 
but none of them could do anything about it. 

So I returned to my home in Sonoma, Calif. 


In the course of his single-handed efforts to avert and then to modify 
disaster, he made some very revealing discoveries at firsthand, which 
throw strong illumination on the declarations of Representative Judd. 


Admiral Cooxr. While I was in Washington, during the 
period of October and November of 1949, 1 saw reports, or 
copies of reports, which had been sent by the United States 
consul general in Taipei, Formosa, stating in effect that For- 
mosa would fall to the Communists within a period of 1 or 2 
weeks from the date of the dispatch report. I knew that we 
did not at that time have any naval intelligence representa- 
tives in Formosa, and I felt that these reports were not well 
founded. In fact, I was sure that they were not correct. 

I did not at that time take any action to inquire into the 
reports, as I felt that they were probably of a confidential 
nature. But I felt the urge myself to get to Formosa some- 
how or another, in order to find out how correct or incorrect 
they really were. 


FALSE INTELLIGENCE TO HELP THE REDS 


Mr. Morris. Well, Admiral, were these reports, in your 
opinion, causing damage? 

Admiral Cooke. Yes. I considered that they were causing 
a very serious adverse effect on the United States policy and 
action. I found that many of the people in the Government 
to whom I presented the idea that we should help the For- 
mosa Nationalist Government hold on to Formosa against 
Communist attack were undoubtedly influenced by these re- 
ports of a debacle in Formosa that would be forthcoming in 
the very early future. 

I did not immediately, at that time, know that our State 
Department was getting ready to warn all diplomatic per- 
sonnel throughout the world to be ready to explain the fall 
of Formosa; a warning that was actually issued, as I remem- 
ber it, just about the time of my departure from Washington 
on the 3d of December of 1949. 

Mr. Morris. Did the warning itself have an adverse effect ? 

Admiral Cooker. Yes. I considered that it did in a very 
high degree, because the Nationalist Government, just hav- 
ing been driven off the mainland, was in somewhat of a pre- 
carious position in Formosa, with particular regard to its 
relationship with all the countries in the world, some of which 
would be ready to recognize Communist China without delay. 
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In other words, if this warning of the State Department 
was supported by certain things going badly in Formosa, 
there was a great chance that the recognition of Red China 
at this time might become fairly worldwide. 

Mr. Morris. Did you go to Formosa and, if so, in what 
capacity ¢ 

Admiral Cooxn. After going to Washington the 6th of 
January 1950, and not accomplishing very much to save the 
situation as I thought it needed to be saved, I felt the need to 
go to Formosa to see for myself the actual situation and, fur- 
ther, to see what I, at least, could do about helping hold this 
island. 

I therefore arranged with the International News Service 
for an accreditation representing them in Formosa and ob- 
tained a passport for that purpose and proceeded to Formosa, 
leaving the United States on the 1st of February 1950, pass- 
ing through Tokyo and Hong Kong and arriving in Formosa 
on the 11th of February 1950. 


TRUE INTELLIGENCE LOCKED OUT 


Mr. Morris. When you arrived in Formosa, Admiral, did 
you find that we had adequate intelligence representation on 
the island ? 

Admiral Cooxr. No; I did not. When I was passing 
through Tokyo, I talked to the commander of our 7th Fleet, 
then in Yokosuka, who had the same intelligence about the 
situation in Formosa as I had seen in Washington, and from 
whom I learned that no naval intelligence representatives 
were in Formosa. 

When I arrived in Formosa, I found that there were no 
intelligence representatives from MacArthur’s staff, from 
the War Department, from the Navy Department, or from the 
Central Intelligence Agency, then in Formosa. The only 
official intelligence representatives were the attachés, Army, 
Navy, Air Force, all of them, of course, under the State De- 
partment representative, Mr. Robert Strong, Consul-General, 
with the position of Chargé d’affaires. 

Mr. Morris. Admiral, if Navy Intelligence or General 
MacArthur’s Headquarters had wanted to send intelligence 
personnel to Formosa, could they have done so? 

Admiral Cooxe. So far as I know, they could not. About 
March of 1950, possibly in April, General Fortier, who was 
No. 2 in the G-2 organization of General MacArthur, desired 
to come to Formosa to learn at firsthand what the real situa- 
tion was. His request. was turned down and later he made a 
trip to Southeast Asia, and in particular to Indochina, and 
returned, taking passage on a plane that stopped at Taipei, 
Formosa, and he stopped over for a few days. 

This action on his part was objected to, I was informed, 
by the United States consul general, Mr. Strong. I do not 
know, of course, all the details of what transpired between 
General Fortier and Mr. Strong, but I believe that General 
Fortier has appeared before your committee. 
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Brig. Gen. L. Joseph Fortier, who was Director of the Theater In- 
telligence Division of the Far East Command in 1949 and 1950, testi- 


fied on his own behalf in 1951. Here are excerpts from his testimony : : 
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I had heard certain reports about the defense capabilities 
of Formosa that bothered me. I wanted to get over there and 
get there in a hurry, because it was a time when actually it 
was a critical period. It was late May, early June of 1950. 

* * * So, in order to get there and get there in a hurry, 
an arrangement was made w hereby I was invited as a guest 
of a very “high- ranking official in Formosa. 

Senator Eastiranp. Who was that official ? 

General Fortier. Generalissimo Chiang Kai-shek. 

Senator Eastianp. Is it true that you sent word you were 
coming to the State Department representative and got ina 
plane and left before he had time to answer ? 

General Fortier. That is correct, sir. 

Senator Eastitanp. Was it not general knowledge that the 
Far East Command was not welcomed down at Formosa by 
the American State Department ? 

General Fortier. Well, it was my impression that we were 

none too welcome, at least those of us in the intelligence field. 


ADMIRAL COOKE DISCOVERS FALSE INTELLIGENCE 


Here is what Admiral Cooke found: 


Mr. Morris. Admiral, after you arrived on Formosa, did 
you, in fact, find the situation to coincide with the situation 
reported by the consul general, the reports you had read in 
Washington and in Tokyo? 

Admiral Cooker. No; they did not. Also I found in For- 
mosa that a number of people were familiar with the reports 
that had been made. This put me in a position to refer to 
them because I found that they were no longer confidential. 
I did not find anything in Formosa which supported the 
reports made in October and November of 1949, setting forth, 
as they did, the imminence of the fall of Formosa to com- 
munism with a period of 2 or 3 weeks. 

I also learned that, in December of 1949, the State Depart- 
ment representation in Formosa had warned all Americans 
to leave Formosa because of this imminent fall; that some 
had done so, but others had stayed on. 

I also was informed that one of the assistant military 
attachés, Capt. J. R. Manning, had wished to report facts 
which did not fit in with the character of reports apparently 
desired by the State Department representation, and who 
therefore made a direct report to the War Department. 

Further, I was informed that Captain Manning had been 
summarily detached from his duty as assistant military 
attaché and sent to the United States Command in Tokyo. 

Some weeks later, while in Tokyo, I looked up Captain 
Manning, and he confirmed the report about this incident 
that I had received while in Formosa. 

Mr. Morris. That would appear, would it not, Admiral, 
to be an example of policy shaping intelligence reports, 
rather than policy following facts revealed by Intelligence? 
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MAKING “FACTS” TO FIT PRO-REDS’ POLICY 


Admiral Cooxe. I would rather put it this way: As it 
appeared to me, there was a policy that had been set up in 
Washington by the United States Government and which was 
being followed by the State Department representatives in 
Formosa, which required that Intelligence facts should con- 
form to the policy rather than have a change of policy that 
would be guided by the facts. : 

Mr. Morris. Admiral, were there more episodes and in- 
stances of which you learned while you were on Formosa 
that were being inadequately reported through our repre- 
sentatives there? 

Admiral Cooke. Yes; there were. But, in order to give 
an adequate answer to your question, it is necessary that I 
relate what happened, first, with regard to the fall of Hainan 
to the Communists in April of 1950, and, second, of the 
Nationalist evacuation of the Chusan Archipelago in May 
of 1950. 

When I returned from Tokyo in the middle of April 1950, 
I found that the Communists had landed in strength in 
Hainan. This landing in strength followed a number of 
guerrilla landings from the mainland on Hainan during the 
months of February and March. I was informed by Presi- 
dent Chiang Kai-shek that it had been intended to evacuate 
Hainan in F ebruary, because it was 700 miles from Formosa, 
because the troops there were not too well trained and 
equipped and because no more troops, naval ships, and air- 
craft could be spared to Hainan from the defense of the 
Chusan Archipelago and Formosa itself. 

However, he went on to add that this evacuation had been 
delayed because the Nationalist forces were still fightin 
Communists in Sikang, a province to the west of Yunan, wad 
the communications by air between Sikang and Formosa 
had to be routed through Hainan. I suggested to the Presi- 
dent that it would be desirable to repel this Communist 
invasion if possible and afterward to evacuate it while not 
under pressure. 

With this view, he agreed. I volunteered to go down to 
Hainan with his chiefs of staff and give them any advice that 
I could, and I did go down, accompanied by the commander 
in chief of the Navy. 

A few days after my arrival in Hainan, the Communist 
armies overthrew the Nationalist armies, and I flew back to 
Formosa. Admiral Kwei, commander in chief of the Chinese 
Navy, stayed in the Hainan area and succeeded in removing 
practically all of the Nationalist troops, preventing their 
capture by the Communists, 

The representative of the Associated Press, also in Hainan 
at the time of its fall, and probably misled by certain of the 
generals who had failed in Hainan, reported in an AP re- 
lease that President Chiang Kai-shek had himself engineered 
the debacle. This press release was of a character that would 
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cause serious damage to the cause of the Nationalist Govern- 
ment and was, as I knew, completely unfounded. 


FACTS THAT HELP REDS ARE ACCEPTED 


When I returned to Taipei, I asked all of the naval and 
military attachés to come to my place, in order that I could 
relate to them what had happened. I told them that whereas 
the performance of the Nationalist forces in Hainan was not 
creditable, it did not carry with it the venal aspects reported 
in the AP dispatch. The attachés accepted this report. 

The information of the rather discreditable performance 
of the Nationalist forces in Hainan seemed to be received b 
the attachés with an acquiescing reception. However, a dif. 
ferent reception was accorded to the reports that I furnished 
them after the evacuation of the Chusan Archipelago, which 
is about 350 miles north of Formosa, just off the Chinese coast 
and near the port of Hangchow. The Nationalist Govern- 
ment regarded, properly in my opinion, the holding of Chu- 
san as very important to their strategical security, because 
Chusan would flank any amphibious movement in strength 
mounted in the Yangtze River. 

Therefore, they had a strong defensive force stationed 
in Chusan, of about 125,000 men. They had had an important 
battle in October of 1949, in which they had repelled further 
advance at that time of the Communist armies against the 
rest of the archipelago. 

But in April of 1950, photographs taken by Chinese Na- 
tionalist planes established the fact that Russian jet planes 
were flying from airfields around Shanghai. By this time the 
Communists had established 14 airfields in the Shanghai- 
Hangchow area, from which air strikes could be delivered 
against Nationalist forces in the Chusan area. The Na- 
tionalists had only one airfield in Chusan. 

Further, the Communists had between two and four hun- 
dred thousand troops in the same area, available for attack 
against Chusan. It was evident to me that, if the Chinese 
Communists and their Russian components decided to attack 
Chusan, they should be able to take it within a few days. 
Some of the Communist positions were only 2 miles away 
from the Nationalist positions. I felt that a strong possibility 
existed of such an attack taking place during the summer, 
June, July, or August. I felt that if such an attack took 
place, not only would Chusan be lost, but the Nationalist 
strength would be so depleted that Formosa itself probably 
could not be held. Remember that at this time, early May 
1950, the United States Government disclaimed any interest 
in the fate of Formosa. 

I therefore recommended that: Chusan be evacuated before 
such an attack. The decision was made by President Chiang 
Kai-shek and his advisers on the 9th of May, to evacuate, and 
the evacuation was completed by the 16th of May. All the 
forces and equipment on Chusan were successfully removed 
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and returned to Formosa without any casualties and without 
any Communist interference by air or otherwise. The evacu- 
ating forces had difficulties because of swift currents amongst 
the Chusan islands, and fog. 

I therefore flew up to give assistance during the last 2 days, 
accompanying the Chinese naval commander, Admiral Kweli. 
I therefore was fully informed as to the plans of the operation 
and of the final steps in the completion of the evacuation. The 
secret of this move was so ‘esl kept that it did not become 
known to the Communists, nor to those in Formosa not con- 
cerned with carrying it out. It was therefore very much to 
my surprise when, about the 17th of May, I was informed that 
our attachés had the information that many Nationalist 
troops had been killed by Communist gunfire, many troops 
had been left behind, much equipment had been lost and that 
a serious debacle had taken place, 

It was also stated that the island of Quemoy, or Kinmen as 
called by the Chinese, had been evacuated and that the Pesca- 
dores had been ordered evacuated. The garrison of Kinmen 
Island at that time was from sixty to seventy thousand men. 


FACTS THAT HURT REDS ARE DENIED 


The attachés and others associated with them in United 
States Government circles had also stated that Formosa 
would fall in June and not later than July, that is, within less 
than 2 months. These assertions of facts and of views first 
transpired in a secret meeting and were transmitted to me b 
someone who had learned of them. I immediately asked the 
attachés to join me at my headquarters. I informed them 
that I had been in the Chusan area on the last 2 days of the 
evacuation; that no debacle had taken place; that the Com- 
munists were not aware that the evacuation was taking place; 
that no troops and no equipment had been left behind and 
that all troops were being returned to Formosa. 

I further informed them that Kinmen had not been evacu- 
ated, and, further, that there was no intention to evacuate 
the Pescadores. To this the attachés replied that their infor- 
mation and their informants were of a character that they 
were sure that they were right and that I was wrong. 

In spite of all of my assurances that I had personally wit- 
nessed what had taken place in Chusan and that they would 
find that Kinmen had not been evacuated, they insisted on 
retaining their own view and so reported, I gather, to 
Washington. 


WHERE THE RESPONSIBILITY RESTS 


Mr. Morris. Admiral, were all of these attachés under the 
direction of Mr. Robert Strong? 

Admiral Cooker. Yes. 

Mr. Morris. Is he still in the State Department? 

Admiral Cooxr. After his being relieved in August of 1950, 
he proceeded to the State Department and I heard that he 
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= in the State Department in 1952. Since then I do not 
now. 


(The Department of State Biographic Register for 1956 shows that 
Mr. Strong returned from Taipei to Washington. On March 13, 
1951, he was made special assistant to the Director, Office of Chinese 
Affairs. On January 4, 1953, he became a member of the State De- 
partment’s policy planning staff. In 1954 he was appointed counselor 
of the embassy in Damascus, Syria, where he is now serving. As Mr. 
Judd made fully clear, in his testimony before the subcommittee on 
May 31, 1956, the members of the policy planning staff, most of them 
unknown to the general public, are the persons who are in a position 
to influence American foreign policy.) 


MORE AND MORE AND MORE 


Mr. Morris. Admiral, had you finished that last episode 
when I interrupted ? 

Admiral Cooxr. No; I had not finished. 

To go on with the report to Washington of what had taken 
lace in the middle of May in Chusan and Kinmen and the 
escadores, I wrote a letter to the Chief of Naval Operations, 

relating in detail what had happened, stating that I con- 
sidered the whole Chusan operation to be very creditable to 
the Nationalist government, but that the attachés had not 
accepted my reports and I was therefore sending them direct 
to the Chief of Naval Operations. 

However, I knew that my report, being made by myself, 
who was in an unofilicial status, would not be accepted in the 
face of the strong official report coming in from the attachés 
and the consul-general. I therefore wrote separate letters 
to Senator Knowland and Congressman Walter Judd, re- 
lating what had taken place. In my view it was necessary 
to counteract the very serious deterioration in the position 
of the Nationalist government caused by the spreading of 
such false reports. 

I was convinced then, as the United States Government 
has since become convinced, that the security of Formosa to 
the free world was of vital importance to the United States. 
It is to be borne in mind that the Communist attack on South 
Korea had not yet taken place. 

Mr. Morris. Admiral, were there any other episodes ? 

Admiral Cooxr. Yes. A day or two after my conference, 
let me say abortive conference, with the attachés, all Ameri- 
cans were warned to leave Formosa, and all the women in 
United States Government employ in Formosa were ordered 
to leave, and were given the choice of going either to Seoul 
in Korea or to Saigon in Indochina. Seoul was to be attacked 
and taken by the North Korean Communists about 1 month 
later, and Saigon was the scene of frequent bombings by 
Communist underground elements in that city. I had hoped 
to forestall this blow to the Nationalist government of order- 
ing Americans to Jeave, or warning them to leave for the 
second time in 5 months. 
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The facts as related by me to attachés and to the United 
States Navy Department were, of course, all borne out. The 
troops and equipment from Chusan did arrive. Kimmen or 
Quemoy is still occupied by Nationalist troops. 

Now it seemed evident to me after these two incidents, that 
of Hainan and that of Chusan, had taken place and the facts 
had been related by me, an admiral of the United States Navy, 
retired, in detail as of one who was present in each case, that 
the attachés accepted the report on Hainan which reflected 
discredit on the Nationalist government and rejected com- 
pletely the report on Chusan which reflected great credit on 
the Nationalist government. There seemed to be a confused 
distortion and appraisal of certain strategic aspects of the 
general situation. 

For instance, the naval attaché attached to Consul-General 
Strong’s staff, informed me that Chusan should not have been 
evacuated ; that it should have been held by the Nationalists. 
He had further stated that Chusan did not have more than 
60,000 troops in that area, but he strongly asserted his view 
that the Communists, with many squadrons including jet 
aircraft, and with several hundred thousand troops, could not 
take Chusan, some places only 2 miles distant from Commu- 
nist-held adjacent islands. 

At the same time, in defense of the order for Americans to 
leave Formosa, he stated that the Communists crossing a 100- 
mile strait could take Formosa with 1 LST. 


WAS THE PROXIMITY FUSE STOLEN 


Admiral Cooke added an anecdote, to indicate that the proximity 
fuse is one more American “secret” weapon, which has long since been 
the property of our Communist enemy. 


Admiral Cooxe. In addition to the above, I reported that 
I had questioned the Chinese, both on the ships and on the 
planes, about the ammunition that had been directed toward 
the ships and Nationalist aircraft from the mainland across 
the Ten-Mile Strait from Hainan and had reached the convic- 
tion that the Communists, probably including Russians as 
well as Chinese, were using proximity fuses in their ammuni- 
tion. 

Mr. Morris. What were proximity fuses, Admiral ? 

Admiral Coors. A — fuse was developed very 
secretly by the United States in World War IT and is some- 
times called an “influence fuse,” which causes the ammunition 
to be detonated without striking a material object, but merely 
passing near to it. 

Mr. Morris. Of what significance was it to you, Admiral, 
that the Communists were using proximity fuses? 

Admiral Cooxs. This fuse, developed by the United States 
Navy in World War II, was at that time of such a secret 
character that our forces on land did not use it against the 
Germans because it was feared that the secret might be 
discovered by the recovery of unexploded ammunition. 
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Therefore, I reached the conviction that this was no longer 
a secret; that the Russians had probably had it for some 
time; that the Russians were supplying it to the Chinese 
Communists armies and that probably Russian personnel 
themselves were participating in the Liuchow Peninsula, 
just across the strait from Hainan, against the Nationalist 
ships and planes.® 


IS IT STILL GOING ON? 


It will be recalled that Representative Judd expressed the firm 
opinion that pro-Communist maneuvering is still being practiced by 
seemingly obscure bureaucrats at remote State Department desks. 
Admiral Cooke left little doubt about his opinion that false, if not 
fraudulent, intelligence is still being circulated. 


Mr. Morris. Admiral Cooke, to your knowledge has any- 
thing been done to correct the defective intelligence situation 
which you have described here today ? 

Admiral Cooks. I have read about the task force formed 
under the Hoover Commission, the task force headed by Gen- 
eral Clark, which I believe went into the intelligence situa- 
tion exhaustively, but I believe that very little, if any, of the 
report was ever published. I myself, in October of 1951, was 
asked to talk to the heads of the Central Intelligence Agency 
by Gen. Bedell Smith, who was then head, to convey to him 
the Formosan situation, while I was in Washington after 
testifying before your committee and before my return to 
Formosa. I gave General Smith and his assistants most of 
the facts that I have related to you herein. 

More recently, about last January, I learned that the Pres- 
ident had appointed a permanent or continuing commission 
to watch over the intelligence activities, consisting or 6 or 8 
people, and headed by the president of the Massachusetts 
Institute of Technology, Mr. Killian. I wrote to the Navy 
member of this commission immediately, to tell him that I 
could bear witness to some very serious failures in intelli- 
gence that had caused great harm to the United States, and 
would like to appear before this commitee. When this of- 
fer, originally made in January, was not accepted, I repeated 
it several months later, but I have now come to the conclusion 
that the Commission is not interested in hearing what I have 
to say. 


In the 6 years of its existence, the subcommittee has heard from 
its witnesses many accounts of outrageous actions by persons in official 
positions. It seems unlikely that any individual witness has had so 
many outrages to report from his own experience. Here is a man 
who served at the very top of America’s naval forces in World War 
II, when those forces were accomplishing deeds that have never been 
rivaled in the whole history of the sea. He was rewarded for this 
service by being suppressed, shunted about, and ignored by men of 
no reputation, who were joined in an all-embracing effort that resulted 


3 See the testimony of David Greenglass, pt. 21, pp. 1105--1106, 

















INTERNAL SECURITY—1956 REPORT 207 


in bringing Communists to power in China. As Representative Judd 
has emphasized, it makes not the slightest difference whether such 
men are members of the Communist Party. What does matter is the 
things they have already done and may still do to soil American 
honor and mortally threaten her safety. 

It is obviously the subcommittee’s duty to help bring men like these 
into the light of day. As Representative Judd pointed out, that is 
where the danger to internal security lies. 

This aspect of our inquiry is continuing and the subcommittee heard 
about a half dozen Government employees but only in executive session 
by way of pursuing these developments. Because of this, there are no 
conclusions and recommendations at this time. 














Section XII 


ADMINISTRATION OF INTERNAL SECURITY LAWS AND 
LOYALTY-SECURITY PROGRAMS OF THE UNITED 
STATES GOVERNMENT 


SUBVERSIVE ACTIVITIES CONTROL ACT 


In 1950, legislation entitled “The Subversive Activities Control 
Act,” was enacted. It provided that any organization, which was 
determined by the Subversive Activities Control Board, upon presenta- 
tion of petition and facts by the Attorney General, to fall into 
the category of either a Communist-action or a Communist-front 
organization, would be compelled to register with the Attorney 
General. 

Since the enactment of this law, the Department of Justice has 
resented to the Subversive Activities Control Board the case of the 
‘ommunist Party, USA, for the determination by the Board as to 

whether this organization was in fact a Communist-action organ- 
ization. After lengthy hearings, the Board did find that the ry 
munist Party, U SA, was in fact a Communist-action organization. 
After the Matusow recantation, the Supreme Court sent the CP-USA 
case back to the Board which, after striking all challenged testimony, 
reaflirmed its original finding. 

Final Supreme Court action is awaited with considerable inter- 
est, since this case represents the key to the presentation of future 
cases seeking to label subversive groups and organizations as Com- 
munist-action organizations. 

During the course of the past few years, some 21 petitions have 
been filed before the Subversive Activities Control Board to require 
the registration of various groups as Communist-front organiza- 
tions. In most of these cases, either an order was returned requir- 
ing registration as a Communist-front organization, or the cases are 
still in the process of hearing before the Board, if not on the dockets 
of the appellate courts on motions for review. In some instances, 
the prosecution of these cases was dismissed by the Board on the 
petition of the Attorney General due to the determination that the 
organization proceeded against had been dissolved voluntarily. The 
Board also has been asked to determine whether two labor organiza- 
tions are Communist infiltrated. 

Detailed analysis of the cases referred to above is contained in 
the reports of the Attorney General to the President and to the Con- 
gress with respect to the Subversive Activities Control Act of 1950, 
as amended. The prosecution of cases before the Subversive Activi- 
ties Control Board has been, and continues to be, a powerful force 
against the Communist conspiracy in the United States, and orders of 
the Board requiring the registration of the organizations and/or 
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members thereof should inevitably result in a progressive weakening 
of the Communist movement. 

During the first session of the 84th Congress, in June of 1955, a bill 
was introduced by the chairman of the Internal Security Subcom- 
mittee to amend the Subversive Activities Control Act of 1950 to pro- 
vide for the preliminary evaluation of derogatory information con- 
cerning individuals seeking Government employment.'| This measure 
would provide a means ‘by which an applicant for Government 
employment, who believes that he is barred by derogatory reports 
against him, could have these reports evaluated. Under this bill, 
the evaluation would be undertaken by the Subversive Activities 
Control Board, and the process could be used by an applicant either 
for a Government job or for work with a Government contractor, 
or for active military service. At present, contractors in Govern- 
ment work will not employ persons on a job where security clear- 
ance is required, if anything of a derogatory character appears on 
the application for employment. Security clearance may be obtained 
now only if a person is employed. Thus, an employer, if he desires 
to use the individual’s services, must keep him on an unclassified job 
until his security status can be established. The proposed new pro- 
cedure would entitle an applicant, if his record is satisfactorily ex- 

lained, to a certificate of clearance. 

Although the provisions of this legislation would not exempt an 
applicant for Government employment from the customary agency 
loyalty procedures, it would afford an applicant an Spporturiity to 
clear his record, if he considers that he has been denie employment 
by any Government agency because of derogatory information. 

This legislation was still pending at the adjournment of the 84th 
Congress, “and should receive continuing study pointed toward a favor- 
able conclusion. 


THE IMMIGRATION AND NATIONALITY ACT 


Since the enactment of the Immigration and Nationality Act, an 
important segment of the number of deportation cases pr osecuted by 
the Department of Justice have involved subversive individuals. 
This does not mitigate the slowness of the Department in pressing 
deportation proceedings where warranted, but is cited as indication of 
the way in which the law protects and can be used further to protect 
the internal security of the Nation against subversive aliens. Al- 
though current statistics through fiscal 1956 have not at the moment 
been “completed, prior records indicate that about 30 aliens were 
deported for subversive activity under the provisions of section 241 
(a) of the Immigration and Nationality Act. While this number 
should have been far greater, it is of interest to note that all of these 
cases involved persons who ranked high within the Communist organ- 
ization as articulate and active propagandists, agitators, and with 
dangerous potential in sabotage and espionage. Some deportations 
involving subversion were executed on the basis of criminal grounds, 
where such prosecutions could be handled more expeditiously, even 
though combined grounds of subversive activity also would have 
provided sufficient basis for the action. 


1 S. 2376, 84th RE, ist sess 


® Public Law 414, 82d Cong. ; 66 Stat. 163 seq. 
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The main single basis for litigation under the immigration, law con- 
tinues to be the persistent efforts of illegal resident aliens to defeat or 
delay their deportations. The number of cases adjudicated based 
upon subversive grounds does not truly reflect the vigorous efforts of 
the Immigration and Naturalization Service in their continuing 
reparation of these cases for prcheoutsne action. Cognizance should 
be given to present inherent difficulties confronted by the Immigration 
Service in producing for direct testimony witnesses who are acting in 
the capacity of confidential informants and undercover agents of the 
Government and whose calling would be inimical to the best interest of 
the Government in the acquisition of evidence for more important 
prosecutions in the future. 

Another difficulty confronting the Immigration Service is that 
of securing travel documents for aliens deportable to the Soviet Union 
or to Poland, Czechoslovakia, Hungary, Albania, Rumania, and the 
Chinese mainland. Several hundred cases involving orders of de- 
portation because of subversive grounds and activity are currently un- 
executed due to failure to secure travel documents necessary to insure 
that nations within the Soviet orbit would receive the aliens. 


GOVERNMENT SECURITY PROGRAM 


The Federal Government Security program is logically divided 
into two areas: 
(a) Government employees. 
(6) Employees of defense contractors. 


(a) The Federal employees security program, over a period of 
many years, has undergone several changes in the matter of what 
would constitute a basis for suspension on the grounds of unsuitability 
or disloyalty, and the criteria which should be set for a proper evalua- 
tion of each particular case. 

Under the act of 1883, and implemented by its own regulations, the 
Civil Service Commission has the jurisdiction to discharge Govern- 
ment employees during the first 18 months of their service on the 
ground of “unsuitability.” This ground includes the existence of a 
reasonable doubt as to the loyalty of an employee, and the criterion 
has been upheld by the courts where a discharged employee was 
granted the rights of notice, hearing, and review. 

Under the Lloyd-LaFollette Act, as amended; a department or 
agency of the Government has the right to discharge an employee 
at any time, if it finds that his retention would not be in the best 
interest of the Government. In 1950, under provisions of the Sum- 
mary Suspension Act, the heads of certain specified departments 
and agencies were given the power of summary suspension and, after 
satisfying certain procedural requirements, to discharge an employee 
whose retention was deemed not to be in the best interest of the 
national security. By Executive Order 10450, the President extended 
this power of suspension, after compliance with certain administra- 
tive procedures, to all agency heads in the executive branch of the 
Government. This procedure, in effect, superseded the discharge pow- 
ers of the Civil Service Commission and of the department and agency 
heads under the Lloyd-LaFollette Act. 


*87 Stat. 555, 1912. 
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In June of 1956 the Supreme Court in the case of Cole v. Young 
(351 U. S. 536) in effect invalidated Executive Order 10450 by holding 
that it is applicable only to departments and agencies expressly nam 
in the Summary Suspension Act and to employ ees in other agencies 
whose particular positions have been determined to be “sensitive.” 

The Attorney General is reported to be in the process of deciding 
the form of a security program which should be now implemented in 
the light of the decision in the Cole case. It seems proper that issuance 
of any new regulations in this field should be deferred pending the 
receipt of recommendations from the Commission on Gown 
Security, which Congress created to study the problem. 

Consideration could well be given to a program which would grant 
to the Civil Service Commission exclusive jurisdiction during the first 

ear and a half of an employee’s tenure. This is desirable because 

eaving the matter to each individual agency under the Lloyd-LaFol- 
lette Act tends to make uniform standards diffic ult, if not impossible, 
and because under civil service regulations definite administrative 
procedures are spelled out to comply with the constitutional require- 
ments of “due process.” 

Thought might well be given also to an expansion of the definition 
of “sensitive” positions in any amended version of Executive Order 
10450, due to the degree of magic that has apparently been found in 
this word by the courts. 

Further, a practical judgment might well justify the conclusion that 
a complete background investigation of all Government employees 
could eliminate from this entire area the current bewildering 
confusion. 

(6) In the field involving the employees of private defense con- 
tractors, there presently seem to be no adequate eiaenase for the Gov- 
ernment to insure itself against the possibilities of sabotage except in 
certain specified programs, such as that of the Atomic Energy Com- 
mission. In an attempt to provide some measure of protection to the 
Federal Government in guarding strategic defense facilities, legisla- 
tion was introduced in the 84th Congress, Ist session, and cited as the 
“Defense Facilities Protection Act.” This bill would have authorized 
the President, whenever he finds and proclaims that the security of the 
Nation is threatened, to prescribe certain rules and regulations in order 
to prevent access to defense facilities by those likely to commit sabo- 
tage, espionage, or other acts of subversion. Hearings were held on 
this bill at which extensive testimony was given by appropriate officials 
of the Department of Defense and the Department of Justice, all of 
whom spoke in strong support of the provisions of the bill as being 
equitable and necessary. 

At such time as the Secretary of Defense prepares and publishes a 
list of defense facilities as set forth under section V of the Internal 
Security Act of 1950, a reexamination of the provisions of this bill 
and a continuation of the study thereon would be in order. 


ACTIVITIES OF UNITED STATES CITIZENS EMPLOYED BY INTERNATIONAL 
ORGANIZATIONS 


In 1952 the subcommittee exposed the subversive activities of a 
number of Americans employed by the United Nations.* Since then 


‘ Activities of United States Citizens Employed by the United Nations, pts. 1-6. 
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the subcommittee has maintained an active interest in this problem. 
Legislation to assist in dealing with it was first introduced on Januar 
7, 1953, as S. 3, by the late Senator Pat McCarran, and in the 84t 
Congress as S. 782 by Senator Homer Capehart. 

The problem of loyalty screening of Americans employed by the 
United Nations and other international organizations is being dealt 
with under authority of an Executive order issued by President Eisen- 
hower, modifying an earlier order issued by President Truman, and 
under voluntary arrangements with the heads of the various inter- 
national organizations. This present procedure was instituted as a 
result of the subcommittee’s exposure of the situation in the United 
Nations in 1952.° 

It is the opinion of the Department of State that this program 
is working well and that most Americans of doubtful loyalty to the 
United States who were sree by international organizations have 
been removed from such employment, and that the hiring by inter- 
national organizations of Americans disloyal to the United States is 
being prevented. The State Department has consistently opposed 
enactment of legislation in this field, taking the position that the 
matter should be handled administratively as it is now. 

But the present procedure, even assuming it represents the best 
approach, appears to involve some deficiencies which legislation could 
cure. The International Organizations Employees Loyalty Board, 
which evaluates individual cases, actually has no authority of any 
kind over the individuals whose activities and loyalty it must evalu- 
ate. Thus, the Board cannot require answers to its questionnaires, 
though most Americans euicleyed by international organizations an- 
swer them. The Board has no power to compel the attendance of a 
witness or the giving of testimony. Such power could be given only 
by legislation. Members of the Board feel it would be helpful if 
the Board were given such powers.° 

What appears, on the surface at least, to be by far the worst danger 
spot, from the standpoint of disloyalty and subversive activity among 
Americans employed by international organizations, is UNESCO— 
the United Nations Educational, Scientific, and Cultural Organiza- 
tion. Among less than 90 Americans employed by UNESCO,’ the 
International Organizations Employees Loyalty Board found 14 cases 
of doubtful loyalty. In all the other international organizations, 
with investigations involving thousands of individuals, only 4 other 
cases of doubtful loyalty were reported by the Board, according to 
its Chairman.® 

Mr. Pierce Gerety, former Chairman of the International Organiza- 
tions Employees Loyalty Board, testifying before the subcommittee 
in executive session over a year ago, expressed the opinion that there 


‘Testimony of Henry 8S. Waldman, Chairman of the International Organizations Em- 
ployees Loyalty Board, December 17, 1956, not yet printed. 

®Testimony of Henry S. Waldman, Chairman of the International Organizations Em- 
ployees Loyalty Board, December 17, 1956, not yet printed. 

7Information in the possession of the subcommittee, including a great deal of evidence 
not yet publicly adduced, points to the possibility that the parent body, the U. N., may be 
the worst “‘spot” of all. 

® Testimony of Henry S. Waldman, Chairman of the. International Organizations Em- 
ployees Loyalty Board, December 17, 1956, not yet printed. 

®*Testimony of Henry S. Waldman, Chairman of the International Organizations Em- 
ployees Loyalty Board, December 17, 1956, not yet printed. It should be noted these 
statistics do not reflect dismissals from U. N. positions because of subversive activity un- 
covered by the subcommittee in 1952 and subsequently. 
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existed in UNESCO a clique of people who placed the interests of the 
Communists and Communist ideology above any service to UNESCO, 
and above their own country. The present Chairman of the Board, 
Mr. Henry S. Waldman, told us on December 17, 1956, that “It was 
apparent to us that there was some concerted action somewhere which 
was inimical to the best interests of this country.” Asked if this sit- 
uation still persists, Mr. Waldman replied “They still have the staff 
association.” *° 

Seven employees of UNESCO who were dismissed after refusing 
to testify before the International Organizations Employees Loyalt 
Board appealed their dismissals and eventually won decisions award- 
ing them large indemnities, on the ground that the dismissals were im- 
proper.’ In connection with these decisions, the Administrative Trib- 
anal of the International Labor Organization held that “it is necessary 
expressly to reject all uncertainty and confusion as to the meaning of 
the expression ‘loyalty towards a state’ which is entirely different from 
the idea of ‘integrity’ as embodied in the staff regulations and rules.” 
The Tribunal also held that refusal to appear before the United 
States Board “in no way justifies the existence of serious doubts as 
to * * * integrity, judgment, and loyalty” toward UNESCO. 

It is true that an international civil servant needs to be unbiased in 
the performance of his duties. But that does not negate a man’s 
joyalty to his country. Also, there are two kinds of bias—for and 
against. If an international civil servant is so biased against his own 
government that he has joined forces with an organization dedicated 
to the overthrow of that government by force and violence, he is too 
biased to be permitted to remain in a position where he can use the 
machinery of an international organization to further his nefarious 
purposes. 


COMMUNIST ABUSE OF PASSPORTS 


The interest of Soviet Military and Political Intelligence in pass- 
ports, particularly American passports, was outlined to the subcom- 
mittee by Yuri Rastvorov, a former representative of that organiza- 
tion in Tokyo, with the rank of lieutenant colonel. He declared that 
GRU and MVD, sections of the Soviet intelligence organization, sent 
many representatives illegally to foreign countries, and for these pur- 
poses he added they are interested in passports, diplomatic and busi- 
ness. When these passports are obtained, they are altered and used to 
expedite the transportation of “sleepers” to various countries, particu- 
larly the United States. Mr. Rastvorov actually knew persons who 
worked in the passport counterfeiting section in the Soviet Union. 
He thought it highly dangerous for the United States to grant pass- 
ports to Communists and pro-Soviet individuals (p. 21). 

In pursuance of this line of inquiry, the subcommittee called in Ash- 
ley J. Nicholas, Acting Chief of the Passport Legal Division of the 
Passport Office of the Department of State. As early as September 
1939, the Passport Division had reached the conclusion “that there was 
a widespread conspiracy to violate the passport laws of the United 

“The UNESCO Staff Association, a group composed of employees of UNESCO, has 
resisted efforts at loyalty screening of Americans emplored br UNESCO. When the 
International Organizations Emyloyvees Loyalty Board was in Europe in 1954, the UNESCO 


Staff Association cirenlated a mimeographed résumé of legal advice which, in effect, 
counseled employees not to appear or testify before the Roard. 


We A list of the UNESCO employees, their indemnities and the general purport of the 
derogatory security information relating to them appears in the appendix at p. 295. 
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States and to promote the interests of the Soviet Union and to work 
against the foreign policy of the United States Government.” Under 
the direction of Mrs. Ruth Shipley, head of the Division, a chart was 
prepared covering 50 known passport frauds, showing, among other 
things, how 1 person had acted as a witness for another, how the same 
type of documents had been used in certain cases. This interlocking 
chart included known Communists, some in leading positions and some 
shown by testimony to have been involved in Soviet espionage (p. 
1208). 

ee. to Mr. Nicholas, the Communist Party set up a special 
travel agency, World Tourists, Inc. to facilitate the movements of its 
agents. World Tourists was run by Jacob Golos, who has been identi- 
fied as a — officer in a Soviet espionage ring operating in Wash- 
ington. The books of the organization included accounts which were 
identified by Golos as those of the Communist Party. The World 
Tourists handled travel arrangements for Communist students at. the 
Lenin School in Moscow and such outstanding Communists as Earl 
Browder used the alias of Albert Richards, and Jack Stachel, used the 
alias of Moses Brown. J. Peters, alias Isador Boorstein, who headed 
an espionage group operating in Washington, also was serviced by 
World Tourists. Early difficulties regarding prosecution of these cases 
included the 3-year statute of limitations, which has since been ex- 
tended to 10 years. 

Persons involved in the use of false passports, according to Mr. 
Nicholas, included the following identified in testimony as connected 
with Soviet espionage or military intelligence: George Mink, Leon 
Josephson, Albert Feierabend, Max Bedacht, Charles Krumbein, 
Nicholas Dozenberg, Nicholas Sherman, Lydia Stahl, Vivian Wilkin- 
son and others (pp. 1210-1290). 

Mr. Nicholas testified that during the Spanish Civil War, between 
2,000 and 3,000 Americans obtained passports and used them to reach 
Spain despite the fact that they were marked, “This passport is not 
valid for travel to Spain.” They falsified their destination and pur- 
pose of travel. Mrs. Shipley and Mr. Nicholas learned from Gen. 
Walter Krivitsky, who defected from Soviet Military Intelligence, 
that the bulk of these passports were taken to Moscow for alteration 
and use by Soviet agents. The State Department was compelled to 
issue warnings to all consular officers and to replace all outstanding 
passports with new passports at great expense to nullify this cam- 
paign (pp. 1220, 1221). 

The Passport Division made a study of the various methods used 
by Communists in obtaining false passports and these were out- 
lined by Mr. Nicholas. First he described the use of false naturali- 
zation papers by alien Communists. Sometimes they were the papers 
of dead people and in other cases the papers belong to American citi- 
zens who were Communists. In one ease a fictitious court order was 
obtained changing the name of Juratovich to Sherman, which was 
the name of the passport applicant. Sometimes the birth certificates 
of children who died in infancy were used (pp. 1222-1224). 

During the postwar period various types of passport frauds were 
practiced by the Communists. Persons attending a Communist youth 
festival in Prague, Czechoslovakia, would claim that they were going 
to France as tourists. Where Communists visit a country prohibited 
to them by American passport regulations, they will secure a separate 


88974—57———15 
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visa from that country. In cases where the American passport is 
stamped “Not Valid for the Soviet Union, Czechoslovakia” etc., the 
applicant will go to a Soviet or Czech consul in Europe for a visa, 
using a separate sheet of paper, which he discards upon leaving the 
Communist border to reenter a free country (pp. 1230-1232). 

According to the files of the Passport Division, the official birth 
records of Atlantic City were altered in order to insert the name of 
William Weiner, financial secretary of the Communist Party. In- 
vestigation in Chicago disclosed that a crude alteration had been 
made in the official record of Arthur J. Soltin to enable Joseph Sultan, 
editor of the Communist Morning Freiheit to get a birth certificate. 
The alteration was subsequently obliterated to avoid prosecution (p. 
1233). 

Another practice was the procuring of false affidavits in lieu of 
birth certificates. Soviet intelligence even went to the length of issu- 
ing mimeographed forms which were filled out by their agents with all 
information regarding the individual they were impersonating. Of 
course they carried false credentials, business letters. When Nicholas 
Dozenberg was operating in Rumania, he represented a Rumanian 
film firm and by this means was enabled to photograph the fortifica- 
tions of the port of Constanza and send a copy to the Russians. In 
China he represented a camera firm. He used this cover to film the 
maneuvers of the American Army in the Philippines (pp. 1233, 1234, 
1235). 

The subcommittee is planning to give considerable attention to 
working out legislation regarding the types of passport fraud de- 
scribed which are not covered by existing legislation. 


VICTIMS OF YALTA 


After the Yalta declaration, the United States was a party to the 
forced repatriation of more than a million former Soviet citizens 
who did not want to return to their homeland. So forbidding was the 
prospect of return to these people that thousands committed suicide 
rather than go back. They were sent to their doom because of a pro- 
vision in the Yalta declaration compelling the return of all Russian 
émigrés to the land of their birth. This provision was rigidly applied. 
At first, Joseph C. Grew, Acting Secretary of State at the time, in- 
sisted that this inhumane act was a violation of the Geneva Convention 
but he was overruled. 

Many persons in the hands of the West who had been born within 
the borders of the Soviet Union and who were subject to this mandate, 
rather than be forced to return, elected to conceal their place of birth 
and therefore their true identity when they registered in the resettle- 
ment camps. 

It was the fear of death, or what they considered a worse fate, 
that led them, when they gave their vital statistics to the United States 
immigration authorities, to conceal those facts which would have 
forced the United States officials to turn them back into the hands of 
the Communists. 

As a result of this situation, an estimated 15,000 to 40,000 people are 
residing in this country with false papers. Because of this technical 
fraud they could be deported at any time their vital statistics become 
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known. The subcommittee learned that these people are now a poten- 
tial object of blackmail, and pose a threat to our internal security. 

One refugee, Rodion Berezov, a well-known Russian poet, felt 
that the United States would never deport a person in the afore- 
said predicament and was resolved to be fully forthright and honest 
in his responses. Accordingly, he gave the immigration authori- 
ties the facts of his Russian birth, his true name and his Soviet na- 
tionality. Consequently he was ordered deported. His case, however, 
has been suspended by the immigration authorities. His test case and 
his subsequent troubles earned for this very understandable predica- 
ment the label of ““Berezov’s Disease.” 

We learned that the Soviets are now beginning to avail themselves 
of this reservoir. Countess Alexandra L. Tolstoy told the subcommit- 
tee that General Mikhailov’s repatriation committee in Berlin, set up 
by the Soviets to deal with these people, not only knows their true 
identities but, in sending them “come home” propaganda, is terrorizing 
them. 

Under the present law, their deportation is technically mandatory 
upon proof that their acquired visas to this country were procured 
through the presentation of false documents and false statements. 

On May 25, 1956, Senator William E. Jenner, a member of the In- 
ternal Security Subcommittee, introduced proposed legislation.“ This 
bill would direct that the provisions of law relating to the deportation 
of aliens on the ground that they were excludable at the time of entry 
shall not apply to an otherwise admissible alien, admitted to the 
United States between December 22, 1945, and November 1, 1954, who 
misrepresented his place of birth, identity, or residence in applying 
for a visa, if such alien shall establish to the satisfaction of the 
Attorney General that the misrepresentation was predicated upon the 
fact that the alien had reaiidabie grounds to fear that if repatriated 
to his former residence or homeland, he might be subjected to political 
persecution and that it was not committed for the purpose of evading 
quota restrictions of the immigration laws or preventing an investi- 
gation of the alien at his place of former residence. | 

A similar provision remedying the position of Soviet defectors and 
escapees was included in a bill introduced in the House by Repre- 
sentative Francis Walter, which passed the House and was reported 
favorably from the Senate Committee on the Judiciary, but it did 
not get Senate action prior to adjournment and therefore failed of 
enactment into law. 

Throughout all its work, the subcommittee realized the valuable evi- 
dence and information that is being supplied and particularly the 
potential evidence and information that may be vapiliall by escapees, 
refugees and defectors from Soviet terror and domination. The merit 
of and the need for legislation to encourage and to induce defections, 
particularly from the ranks of Soviet intelligence personnel, is funda- 
mentally understood by the subcommittee. We have noticed that 
delay, with its subsequent hardships involved in important defectors’ 
being unable to thoroughly integrate themselves into the framework 
of our society for legal as well as psychological reasons, has worked 
against us in the field of psychological warfare. The subcommittee is 
giving the broad subject careful attention. 


118, 8935, 84th Cong., 2d sess. 
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COURT DECISIONS CREATE LEGISLATIVE PROBLEMS 


Legislative problems of the subcommittee were affected by a 
series of decisions handed down in April, May, and June, 1956, by 
the United States Supreme Court. These decisions seriously re- 
strained the course and progress of America’s struggle against its 
domestic Communist enemies. The respective roles and powers of 
the local, State, and Federal governments in this struggle; the con- 
stitutionality of various municipal ordinances, State statutes, and 
Federal Executive orders; the adequacy of evidence—all were sub- 
jected to searching scrutiny and significant new limitations. 

Some of these important decisions which raised legislative problems 
will bear mention here. 

In Pennsylvania v. Nelson, decided on April 2, 1956, the Court 
held that Congress, in enacting the Smith Act of 1940, the In- 
ternal Security Act of 1950, and the Communist Control Act of 
1954, had “intended to occupy the field of sedition” to the exclu- 
sion of State legislation on the same subject, and that, accordingly, 
the Pennsylvania Sedition Act was unenforceable. As a result of 
this decision, comparable sedition laws in 41 other States were like- 
wise rendered ineffective and the work of State legislative com- 
mittees investigating Communist penetration was seriously curtailed.” 
In a hearing on May 11, 1956, the subcommittee received testimony 
and written statements from many quarters supporting a contrary 
interpretation of the congressional intent, and accordingly recom- 
mended to the Judiciary Committee the passage of legislation makin 
it clear that Congress had not intended to preempt the legislative field. 
Support for joint Federal and State jurisdiction subsequently came 
from Deputy Attorney General William P. Rogers, who advised 
Chairman Eastland on May 16, 1956, that— 


It is the view of the Department of Justice that in the fields 
of sedition and subversion the Federal and State govern- 
ments can work together easily and well * * *. 


However, although unanimously reported by the Judiciary Com- 
mittee to the Senate, the remedial legislation was not acted upon by 
the Senate prior to adjournment. 

On April 9, in Bicunser v. The Board of Higher Education, the 
Court held unconstitutional, as applied in that case, section 903 of the 
New York City Charter, which provided for the discharge of any city 
employee who pleaded the privilege against self-incrimination to avoid 
answering a question relating to official matters. Slochower, an asso- 
ciate professor at Brooklyn College, had invoked the privilege before 
the subcommittee when asked whether he had been a member of the 
Communist Party during 1940 and 1941. As a result of the Court’s 
decision in this case, proceedings already have been commenced to 
compel the reinstatement of more than a dozen teachers in New York 
City educational institutions.** Julius H. Hlavaty, chairman of the 





12 For a scholarly analysis of the effect of the Nelson case on the efforts of an individual 
State to investigate subversive activities within its borders, see the statement of Attorney 
General Louis C. Wyman, of New Hampshire, which is incorporated hereafter in appendix 

o this report at p. 243. 
7 ithe tellowing Sachets who were heard in testimony by the Senate Internal Security 
Subcommittee were dismissed by the New York City Board of Education: Meyer Case; 
Louis Cohen: Mary I. Daniman; Henry F. Mins; Louis Relin; Louis Spindell; Irving 
Glucksman: Morris Seltzer: Vera Shlakman; Bernard F. Reiss; Sarah R. Riedman; Hen- 
rietta Friedman; Melba Phillips (Counterattack, January 4, 1957, p. 2). 
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department of mathematics of the Bronx High School of Science, 
who also pleaded the fifth amendment before a congressional inves- 
tigating committee, already has been reinstated with $27,000 in back 
pay from the time of his discharge. 

On April 30, in Communist Party v. Subversive Activities Control 
Board, the Court reversed and remanded an order of the Subversive 
Activities Control Board directing the Communist Party of the 
United States to register with the Attorney General as a “Communist- 
action” organization, as required by the Subversive Activities Con- 
trol Act of 1950. The majority opinion pointed out that the testimony 
of three witnesses before the Board may have been “tainted,” in view 
of evidence of their possible perjury adduced subsequently to the 
issuance of the Board’s order. In a dissenting opinion, Justices 
Clark, Reed, and Minton argued that the Court should have passed 
on the question of the constitutionality of the Internal Security Act 
of 1950, which had been challenged by appellant [the Communist 
Party] but not decided by the Court. The Subversive Activities 
Control Board since has reaffirmed its order, and the constitutional 

uestion will undoubtedly be raised again and passed upon by the 
Court on a future appeal. 

In Black v. Cutter, decided on June 4, 1956, the Court held that 
Communist Party membership and falsification of an employment 
application were. sufficient grounds for dismissal of an employee of 
a private pharmaceutical factory under a collective bargaining on 
ment which authorized discharge for “just cause” only. The Chief 
Justice and Justices Douglas and Black dissented, contending that 
Communists cannot “be proscribed from making a living on the as- 
sumption that wherever they work the incidence of sabotage rises or 
that the danger from Communist employees is too great for critical 
industry to bear.” 

Finally, in Cole v. Young, handed down on June 11, 1956, the Court 
ruled that Executive Order 10450, upon which the Federal Gov- 
ernment’s current security program is based, is unconstitutional as 
extended by the President from certain departments and agencies 
expressly named in the Summary Suspension Act to all departments 
and agencies of the Government. Specifically, the Court held that 
the Department of Health, Education, and Welfare could not sum- 
marily discharge a food and drug inspector who refused to deny that 
he had closely associated with Communists and contributed funds 
and services to a subversive organization, even though the Secretary 
had formally ruled that his employment was not “clearly consistent 
with the interests of national security.” 

The result of the Cole decision is greatly to circumscribe the ef- 
fectiveness of the Summary Suspension Act of 1950 and Executive 
Order 10450 thereunder, and to compel the Government to use far 
more elaborate hearing procedures unless there has been a prior 
determination that the position in question is a “sensitive” one. 
Justices Clark, Reed, and Minton dissented, saying: 


The Court’s order has stricken down the most effective 
weapon against subversive activity available to the gov- 
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ernment. It is not realistic to say that the government 
can be protected merely by applying the Act to sensitive 
jobs. One never knows just which job is sensitive. 


As with the Nelson case, the Court’s interpretation of the Sum- 
mary Suspension Act was announced by it too late in the congressional 
session to permit corrective action. Legislation for this purpose was 
unanimously recommended by the subcommittee, but did not emerge 
from the Judiciary Committee prior to adjournment. 

Certain other judicial decisions of importance which were handed 
down during the year and which are part of the background of the 
subcommittee’s work, will be mentioned in an appendix."* 

In connection with the subject matter of this section of its report, 
the subcommittee makes the following conclusions and recommenda- 
tions, which have resulted from its activities and deliberations in 
1956. 


CONCLUSIONS 


Americans have used United States passports to travel abroad for 
Communist purposes. 

Passport applications from Communists frequently misrepresent 
the applicant’s travel plans. 

By collusion with foreign Communist governments, American na- 
tionals have, for Communist purposes, evaded United States passport 
regulations. 

Just as individual Communists use aliases and “cover” names, 
so do Communist organizations and fronts change names or reorganize 
under new names. 

Communists and other Soviet agents have escaped punishment for 
illegal subversive activity by concealing it until after the statute of 
limitations has run on their offenses. 

Antisubversive activity by State commissions, such as in New Hamp- 
shire and Massachusetts, and by the Territorial commission in Hawali, 
has contributed substantially to the Nation’s defense against commu- 
nism. 

Antisubversive activity by State authorities has been hampered and 
deterred by the Supreme Court decision in Pennsylvania v. Nelson. 

In administering and interpreting regulations respecting the duties 
and obligations of employees of the United Nations and other inter- 
national organizations, such organizations and their tribunals fail to 
recognize that it is just as bad for such an employee to be working 
against the interests of a particular member nation, as to be working 
for the interests of a particular member nation. 

Existing provisions respecting the impartiality of employees of the 
United Nations and other international organizations, as defined and 
interpreted by such organizations and their appeal tribunals, put a 
premium upon disloyalty by such an employee to his own country. 

The International Organizations Employees Loyalty Board is ham- 
pered in its work by lack of authority to summon witnesses and compel 
testimony. 


4 Appendix B. 
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RECOMMENDATIONS 


The Congress should enact legislation to make clear its intent that 
individuals found to be security risks shall be ineligible to hold any 
employment in or under the Government of the United States, whether 
or not designated as “sensitive” positions. 

The Committee on the Judiciary, or an appropriate subcommittee 
thereof, should undertake a study to determine the constitutionality 
of legislation to make it a condition of Government employment in 
any capacity that the employee shall oe responsive answers to any 
questions put to him by any authorized tribunal of the United States 
respecting his loyalty to the United States. 

he United States should take steps through proper channels to 
procure recognition by the United Nations that it is just as bad for 
an employee of an international organization to be working against 
the interests of a particular member nation as to be working for the 
interests of a particular member nation. 

The United. States should take steps through proper channels to 
cause the United Nations to define the duties of its employees in such 
a way as not to put a premium upon disloyalty to an employee’s own 
country. 

The I nternational Organizations Employees Loyalty Board should 
by law be given authority to summon witnesses mn compel testimony. 

The Congress should enact legislation along the lines of S. 3 of the 
83d Congress (by Senator McCarran) and S. 782 of the 84th Congress 
(by Senator Capehart) to deal with the problem of disloyalty among 
Americans employed by international organizations. 

The Congress should enact legislation making it an offense to enter 
into collusion with a foreign government for the purpose of evading 
passport regulations of the United States. 

To meet the problem of misuse of passports, the Congress should 
consider legislation to (1) require a passport applicant to agree, as 
a condition for issuance of the passport, that when he has returned 
to the United States he will give the State Department an accurate 
report as to where he traveled abroad; and (2) provide penalties for 
making a false report with respect to such travels. 

The Congress should enact legislation similar to S. 3617 of the 84th 
Congress to permit State legislation for the purpose of combating 
subversive activity. 








APPENDIX I 


For this printing, Appendix A has been removed from this section 
and is printed separately as Appendix II 


Apprenpix B 
SUMMARY OF CERTAIN CASES AFFECTING INTERNAL SECURITY 
Jay v. Boyd (1956), 351 U.S. 345 


An alien whose deportation had been ordered because of member- 
ship in the Communist Party applied for suspension of deportation. 
After administrative hearings authorized by regulation of the At- 
torney General but not required by statute, a special a officer 
found that the applicant met the statutory requirements for grant of 
discretionary relief. Nevertheless, suspension was denied on the 
basis of confidential information not disclosed to the alien. In habeas 
corpus proceedings the Court sustained the denial of the application. 
Tt declared that since the suspension of deportation was not a matter 
of right, but a matter of grace to be dispensed according to the dis- 
cretion of the Attorney General, the use of confidential information 
was permitted, at least where the action was reasonable. 


Parker v. Lester (1955) , 227 F. 2d 708 


Seamen sued to enjoin enforcement of Coast Guard security regu- 
lations under which they were denied clearance for employment on 
merchant vessels. Under these regulations they were notified after 
an initial determination to deny clearance was made. They were given 
the right to appeal, first to a local and then to a national appeal board, 
but were not informed of the identity of their accusers, These regu- 
lations, as enforced and carried out by the Coast Guard, were held 
to deny plaintiffs due process of law. Plaintiffs were held to be 
entitled to an injunction against further enforcement of the regu- 
lations and any acts pursuant thereto which would tend to deprive 
them of their employment as seamen on merchant vessels. 


Grossman v. United States (1956) , 229 F. 2d 775 


The conviction of a witness before the House Un-American Activi- 
ties Committee for willful refusal to answer a question as to whether 
he refused to produce records of an organization, was reversed because 
the witness, after claiming the privilege against self-incrimination, 
had not been specifically directed to answer that question. 
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Watkins v. United States (1956) , 233 F. 2d 681 


Watkins was convicted of refusing to answer questions put to him 
by a subcommittee of the House Un-American Activities Committee. 
He contended that the question, which concerned his acquaintance with 
other persons alleged to be Communists, were not relevant to the 
inquiries the committee was authorized to make. A majority of the 
court of appeals affirmed the conviction. It held that Congress has 
power to investigate the Communist Party, its rate of growth or de- 
cline, and its numerical strength at different times, as part of an 
inquiry into the extent of the menace it poses and legislative means 
that may be appropriate for dealing with that menace. Inquiry 
whether certain persons were Communists was pertinent to such an 
investigation and had a valid legislative purpose. 

The dissenting opinion of three judges was nearly identical with 
the one which, as the majority of a division of the court, they had filed 
on January 26, 1956, but which was superseded when a rehearing in 
banc was ordered. This opinion reviewed the activities of the com- 
mittee and statements made by its members, and concluded that the 
purpose in asking about past membership of named persons in the 
Communist Party was to expose them, and thus exceeded the power 
of the committee. 


United States v. Deutch (1956) , 235 F. 2d 853 


An indictment charging that Deutch “unlawfully refused to an- 
swer” five specific questions put to him by a congressional committee 
was dismissed by the district court because it did not charge that 
defendant willfully refused. The court of appeals reversed the deci- 
sion, holding that the language of the indictment charged the defend- 
ant with an intentional, deliberate or knowing refusal to answer. 


United States v. Trock (1956), 232 F. 2d 839, reversed without 
opinion, 351 U.S. 976 


Trock, appearing as a witness before a Federal grand jury, refused 
to answer questions, as directed by the judge, as to whether he had 
ever operated a business in New York, ever registered any trade 
names in New York, ever had offices at certain addresses, ever heard 
of certain companies, ever stayed at a certain hotel or whether he 
could type. The court of appeals held that there was no showing 
that the questions asked would link the witness with any criminal 
liability and that he therefore was not privileged to refuse to answer 
them on the ground of self-incrimination. 


Service v. Dulles (1956), 235 F. 2d 215 


The discharge of a Foreign Service officer by the Secretary of 
State in reliance on the finding of the Loyalty Review Board of the 
Civil Service Commission that there was reasonable doubt about such 
officer’s loyalty was held valid. Since a statute authorized the Secre- 
tary, in his absolute discretion, to terminate employment of any State 
Department officer or employee whenever he deemed it necessary or 
advisable in the interest of the United States, it was immaterial that 
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he did not follow the procedural provisions of the Executive order 
for removal on the grounds of disloyalty. However, the Civil Service 
Commission was ordered to expunge the finding of the Loyalty Review 
Board from its record, the action of the Board being a nullity because 
it had no authority to review the case, 


Flawer v. United States (1956), 235 F. 2d 821 


Defendant was president of a union of employees of Federal, State 
and local governments. He was convicted of refusal to comply with 
a subpena duces tecum requiring him to produce the union’s mem- 
bership list before the Senate Internal Security Subcommittee. He 
contended (1) that the committee had no authority to require him 
to produce the records; (2) that a quorum of the committee had not 
ruled on his objections to the subpena;.and (3) that after considera- 
tion of his objections to the subpena, he had not been directed to pro- 
duce the records. The court of appeals rejected all these arguments 
and affirmed the conviction. It held that the names of union members 
were pertinent to the investigation the subcommittee had been au- 
thorized to make of the extent, nature and effects of subversive activi- 
ties, including the infiltration of labor organizations by persons who 
might be under Communist domination. It ruled that the power con- 
ferred by resolution on a single member of the subcommittee to receive 
sworn testimony included not only authority to rule on objections to 
questions, but also to pass on objection to the subpena duces tecum. 
Upon examination of the record it held that defendant had been prop- 
erly directed to produce the records in accordance with the subpena. 


United States v. Hoag (1956), 142 F. Supp. 667 


A witness before the Senate Permanent Subcommittee on Investi- 
gations testified in response to a question, that she had never engaged 
in espionage or sabotage and would not do so in the future. There- 
after she claimed the privilege against self-incrimination when asked 
whether she had given information about her work to members of the 
Communist Party, or had discussed classified Government work at a 
meeting of the Communist Party, or had done espionage for the Com- 
munist Party several years before and similar questions. The court 
held that to constitute a waiver of the privilege, the voluntary answer 
must be criminating. Since the testimony given by the witness was 
not of this character, she had not waived the privilege. 


United States v. Singer (1956), 1389 F. Supp. 847 


The defendant, who was prosecuted for refusal to answer questions 
asked by the House Committee on Un-American Activities, had ap- 
peared and testified concerning attendance at Communist meetings 
some years before. However, claiming the privilege against self- 
incrimination, he refused to answer questions about other persons 
who had attended the meetings. The court held that he had waived 
the privilege by answering questions concerning his Communist Party 
affiliation and activities, and that answers to the questions about other 
persons would not subject him to any real danger of further incrimi- 
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nation. The objection that the questions were not pertinent to any 
lawful inquiry was overruled, the court saying that “The teaching 
profession is capable of being an effective medium of Un-American 
propaganda activities, and therefore an investigation of its members 
who are or who have been subject to the directives and discipline of 
the Communist Party is clearly pertinent to the investigation which 
the committee was authorized to make.” Defendant was found not 
guilty with respect to questions he was not clearly directed to answer. 


Julian v. American Business Consultants (1956), 137 N. E. 201 


Plaintiff, a radio actor, sued for damages for alleged libel in a book 
entitled “Red Channels,” which listed his attendance at meetings of 
Communist-front organizations. Plaintiff admitted that he had at- 
tended these meetings, but contended that the publication created the 
impression that he was a Communist, or a sympathizer, dupe, or 
fellow traveler of Communists. ‘The court denied recovery, on the 
ground that plaintiff was a public figure who performed a public act 
In appearing at these meetings, and that the defense of fair comment 
was complete as a matter of law. 


Supreme Court Decision Hampers Strate Activiry 


The subcommittee has received the following: 


State or New HamMpsuire, 
November 15, 1956. 
Hon. Wurir1am A. RusHer, 
Administrative Counsel, Internal Security Subcommittee, 
United States Senate, Washington, D. C. 


Dear Mr. Rusuer: Thank you for your letter of November 5. 
You have requested that the subcommittee be furnished an up-to- 
date survey of the damage which Pennsylvania v. Nelson has done 
to the work of this State’s investigation of subversive activities. 
This statement, for convenience sake, is appended as enclosure 1. 

I certainly hope that it will be possible for you to help in the intro- 
duction and an early enactment of legislation substantially similar 
to S. 3617 of the previous session. Anything I can do to help in 
this direction, both individually and as president of the National 
Association of Attorneys General, I will certainly undertake inasmuch 
as our organization by more than a two-thirds vote supported S. 3617. 

Sincerely, 
Louis C. Wyman, Attorney General. 


INVESTIGATION OF SUBVERSIVE ACTIVITIES—STATE OF NEw HAMPSHIRE 


Authority —Laws 1955, chapter 197 





[Nore.—Investigation in this State is conducted by the attorney general as a 
delegated legislative committee of one under a resolution granting the attorney 
general the subpena power and making an appropriation for the employment and 
expenses of staff. 

Constitutionality of the investigation has been approved by the New Hampshire 
Supreme Court (Nelson v. Wyman, 99 N. H. 33) and again in collateral attack 
in State v. Uphaus (100 N. H. 1); Wyman v. Sweezy (100 N. H. 103) ]. 
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In Kahn v. Wyman (100 N. H. — (decided June 8, 1956) the Su- 
preme Court of New Hampshire expressly held that Pennsylvania v. 
Nelson did not extend to prohibition of legislative factfinding in- 
vestigations. The language of the New Hampshire Supreme Court on 
this point is: 

In the present case * * * the issue is whether or not the 
Nelson case precludes the legislature of this State from con- 
ducting investigations of subversive activities within the 
State as distinct from providing for the prosecution of crimes. 
While it is not clear what a State legislative investigation of 
subversive activities may accomplish at the present time, we 
are not satisfied that the Nelson case * * * purports to pre- 
clude such an investigation. If State investigation of sub- 
versive activities is to be prohibited, a declaration to that 
effect must come from higher authority than this court. We 
know of no decision of any court which has ruled that the 
investigative aspects of State subversive activities legislation 
have been preempted by the Federal Government * * *, 


Since this decision, the issue has been raised by appeal to the United 
States Supreme Court, probable jurisdiction noted, and the case is on 
the list for argument at the current term. (Sweezy v. New Hampshire, 
Case No. 175, October term, 1956.) 

Among the issues which have been answered by the highest court of 
New Hampshire but as yet remain unresolved by what I believe to be 
conflicting and ambiguous language of the majority in Pennsylvania 
v. Nelson are: 


(1) Whether the doctrine of supersession of State sedition laws 
therein prescribed extends to and includes supersession of all 
State sedi ion laws, even those making it a crime to advocate the 
overthrow of the State (as distinct from the Federal) Govern- 
ments by force, violence, or other unlawful means; 

(2) Whether even if this were to be held to have been the inten- 
tion of the majority in Pennsylvania v. Nelson, the elimination of 
State sedition laws—or their “suspension of enforcibility” as re- 
ferred to in Pennsylvania v. Nelson—creates a field in which the 
States cannot legislate and hence cannot lawfully investigate; 

(3) Whether the reserved powers of the States under the 10th 
amendment to the Federal Constitution prohibit supersession of 
such reserved States’ rights regardless of any intention of Con- 
gress, whether express or derived by implication. 


As a practical matter, the investigation of subversive activities in 
New Hampshire is proceeding quietly under rules of procedure sub- 
stantially similar to those approved by the American Bar Association 
last year. In this connection it should be noted that the rules under 
which we operate were promulgated voluntarily by this office substan- 
tially prior to the A. B. A. action. However, Pennsylvania v. Nelson 
has raised and does cast a heavy cloud over the entire investigation. 
It gives another string to the bow of recalcitrant witnesses. It has 
resulted in an astonishing number of highly phantasmal, unrealistic 
arguments on the part of witnesses relative to the so-called paramount 
interest of the Federa] Government over States’ rights, as well as 
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extreme contentions of human rights of privacy from legislative or 
congressional investigation. 

W e in this State have long believed that the most effective way to 
keep abreast of subversive e activities in this country is by a partner- 
ship between the States and the Federal Government. This partner- 
ship can best be achieved by constant, careful, cooperative liaison 
between the appropriate congressional investigating committees and 
factfinding committees within the States themselves. If this liaison 
is good, and if the States see fit to enact immunity legislation similar 
to that enacted in New Hampshire last year (Laws of 1955, ch. 312) 
and if the courts uphold the validity of State immunity laws, paral- 
inking the upholding of the Federal witness immunity act in Ullman 

Oo nited States (350 U.S. 422, 76 Sup. Ct. 497), there will then be 
no way by which a witness in this field, granted immunity, may law- 
fully refuse to answer a relevant question. 

We continue here to work clusely with you. We hope this may ex- 
tend soon to other major and more important State areas. We would 
be glad to help to further this objective in the interests of State and 

National secur ity. 

Louis C. WrmMan, 
Attorney General, the State of New Hampshire, 
President, National Association of Attorneys General. 


NoveMBER 15, 1956. 


ApreNnpIx C 
AMERICAN ARBITRATION ASSOCIATION, ADMINISTRATOR 
VOLUNTARY LABOR ARBITRATION TRIBUNAL 


In the Matter of the Arbitration Between American Newspaper Guild 
AFL-C10, Local 3, Newspaper Guild of New York and the New 
York Times Co. 


L-16194—N Y—-L—38—56 
OPINION 


This arbitration is between the Newspaper Guild of New York 
(hereinafter referred to as the guild) and the New York Times Co. 
(hereinafter referred to asthe Times). 

It concerns the dismissal by the Times of one Shafer, a copyreader 
on the foreign desk, and the demand of the Guild that he be reinstated 
on the ground that the dismissal was in violation of the collective 
bargaining agreement between the Times and the guild. 

A hearing was held by the arbitrator at the offices of the American 
Arbitration Association on March 26, 1956, at which time the facts 
were reviewed and the position of the parties amply explored. 

Also briefs were filed by the parties supplementing the testimony at 
the hearing. 

The arbitrator finds that there is essential agreement on the facts, 
which, briefly, are as follows: 

The Times first employed Mr. Shafer in early 1949. His perform- 
ance on the job was satisfactory. In addition to performing the duties 
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of a copyreader, he acted as assistant night editor and on at least two 
occasions as night editor in charge. 

In describing the nature of his assignment, it was testified by repre- 
sentatives of the Times that Mr. Shafer not only read the copy of 
the foreign news reaching his desk but he edited it, often revised it, 
and wrote headlines for it. 

It was testified also that he was often the last member of the staff 
to pass upon items of foreign news before this news finally appeared 
in print. 

Antiog in this capacity, it is obvious that Mr. Shafer had much 
influence in determining what items of news would be printed, where 
they would appear, and what headlines they would carry. 

It was generally agreed at the hearing before the Me that 
the tasks assigned to Mr. Shafer on the Times involved the exercise 
of sound judgment and discretion in a high degree. 

Mr. Shafer enjoyed the full confidence of his superiors. 

On November 15, 1955, Mr. Turner Catledge, the managing editor 
of the Times, informed Mr. Shafer that he would be receiving a 
subpena to appear before the Senate Internal Security Subcommittee, 
popularly known as the Eastland committee, and Mr. Catledge advised 
Mr. Shafer that upon receipt of the subpena he should relate to the 
Times what he knew to be the basis for his call by the Senate committee. 

After receiving tle subpena, Mr. Shafer met with his attorney, Mr. 
Needleman, and then contacted Mr. Catledge who advised him to meet 
with Mr. Loeb, the legal representative of the Times. 

At a meeting of Messrs. Shafer, Needleman, and Loeb, on Novem- 
ber 17, Mr. Shafer related that he had joined the Communist Party 
in 1940, had become inactive after 1941, reactivated his membershi 
in 1946 and finally resigned in 1949 before joining the staff of the 
Times, 

Later in the day of the 17th, the Times top level management was 
apprised of Mr. Shafer’s earlier disclosures to Mr. Loeb. 

It was decided to dismiss Mr. Shafer but first to afford him the 
opportunity of resigning. 

As an immediate step pending final action and because at the time 
Mr. Shafer was working on an important report of the Geneva Con- 
ference he was suspended. 

Mr. Needleman advised Mr. Loeb that Mr. Shafer would not resign. 

Labor has every right to guard itself against the whims of employers 
whose decisions rest on mere subjective fears not grounded in objective 
reality. 

But this is not the case here. 

The Times’ loss of confidence in Mr. Shafer is not a loss of confidence 
inavacuum. It isnot unreasonable and arbitrary. It is not the mere 
whim of an unconscionable employer callous to the rights of his em- 
ployees. On the contrary, the Times’ loss of confidence in Mr. Shafer 
rests on a “reviewable fact”—Mr. Shafer’s identification with the 
Communist cause, his membership in the party and the reactivation of 
that membership at a critical stage of our national life—which is not 
denied by the testimony of the guild and which bears directly and in 
a most telling manner on the sensitive job held by Mr. Shafer in the 
handling of Communist news. 
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The arbitrator has been influenced greatly in his decision by the re- 
peated affirmations of the Times, at the arbitrator’s hearing and in the 
brief submitted to him by counsel for the Times, that Mr. Shafer was 
not dismissed simply because he had been a member of the Communist 
Party, although the Times made much of the repeated membership in 
the Baty. but because, having been a Communist, he was not the 
proper person to handle the particularly sensitive position of dealin 
with foreign news generally and news from the Communist world 
specifically. 

According to the Times, if I interpret its testimony correctly, Mr. 
Shafer was not the proper person to handle the specific sensitive job on 
the foreign-news desk because he did not inspire the adequate and 
required confidence that the Times expects of the men on that job. 

To the arbitrator’s direct question : “Would you have dismissed Mr. 
Shafer had his job been on the sports desk rather than the foreign-news 
desk”, Mr. Loeb answered without hesitation, “No”. 

Times’ counsel has emphasized over and over again that loss of confi- 
dence in Mr. Shafer was related directly to and indissolubly to the 
specific job Mr. Shafer was doing and not merely to the fact that he 
had once been a Communist. 

To assume that in the face of Mr. Shafer’s own admissions to Mr. 
Loeb, the Times should have continued to employ Mr. Shafer on his 
sensitive job, regardless of its doubts and lack of confidence in Mr. 
Shafer’s ability to do the kind of job the Times wanted done is to deny 
to the Times’ management and those responsible for its policies that 
exercise of reasonable administrative judgment which of necessity 
must be the prerogative of newspaper management. 

For a newspaper of the character of the Times, the success of which 
rests not alone on the objectivity of its world news coverage but on the 
conviction of its readers that the coverage is objective and fair, is in 
itself as a leading organ of public information and opinion a sensitive 
operation to be handled on the basis of a maximum confidence in the 
men who run it. 

The Times’ management has the right to be certain that the men 
who read, edit, and headline the news will do the kind of job expected 
of them not alone by the Times itself but by the public which reads and 
supports the Times. 

It is unfair to assume that this particular kind of a public enterprise 
take chances on the kind of a job an employee will or will not do in 
whom it and its readers have not the required confidence. 

Mr. Catledge, in the arbitrator’s opinion, expressed succinctly and 
convincingly the ingredients of the Times’ loss of confidence in Mr. 
Shafer when he said: 

“Not only must we be sure that the person who handles our (Com- 
munist) news is not pro-Communist. We must be equally sure that he 
will not lean backward to prove that he is not a Communist or no 
longer a Communist.” 

Mr. Shafer could give the Times no such assurance, his record on 
the job notwithstanding. The Times was justified in dismissing him 
for “just and reasonable cause” in accordance with the provisions of 
the collective bargaining agreement. 


Epwarp P. Corsi, Administrator. 


Dated: June —, 1956. 
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Apprenpix D 


In the Matter of the Arbitration Between American Newspaper Guild, 
AFL-CIO, and New York Mirror Division, the Hearst Corp. 


L-16193 NY -L-37-56 
OPINION AND AWARD 


There is here presented for determination and award the question 
whether there was good and sufficient cause for the dismissal of Daniel 
Mahoney by the Daily Mirror as required by the collective-bargaining 
agreement between the parties which provides: 

“Section 6. Job Security.—(a) there shall be no dismissal except 
for good and sufficient cause.” 


THE FACTS 


Daniel Mahoney was employed by the New York Daily Mirror in 
1934. Except for a period of service in the Armed Forces during 
World War II, he was continuously employed by the Mirror. He 
was a rewrite man in January 1956. 

On January 5, 1956, he was summoned before the Senate Internal 
Security Subcommittee. He stated, under oath, that he was not then 
a Communist. Queried about past membership, he refused to answer, 
exercising his constitutional privilege against ible self-incrimina- 
tion. He was summarily discharged by the Mirror because, “Your 
course of conduct has terminated your usefulness to the New York 
Mirror.” 

A portion of Mahoney’s testimony before the said subcommittee 
follows verbatim : 

“Mr. Sourwine. How long have you worked for the New York 
Mirror? 

“Mr. MAnoney. I can cover this, if the committee will allow me. 
I have a very brief statement here, sir. 

“Chairman Eastianp. No, no, sir. No, sir. No, sir, we don’t— 
you will have to answer questions. You will have to answer ques- 
tions. Wearetrying to accommodate you. 

“Mr. Manoney. I will answer the questions, sir. 

“Chairman Eastianp. All right; we are trying to accommodate 
your lawyer and we are trying to get through. 

“Mr. Manoney. Yes,sir. Isay 

“Chairman EastLanp. Answer the questions. 

“Mr. Manoney. Sir? 

“Chairman EastLanb. Proceed again. 

“Mr. Manonry. May I appeal again? I have a brief statement. 
I would appreciate it if the committee would allow me to read it. 

“Chairman Eastnanp. No, sir, I will not permit the statement. 
We want certain information from you, and counsel will ask the ques- 
tions. Now proceed. 

“Mr. Manoney. May [enter the statement into the record ? 

“Chairman EastLanp. We will receive it. 

(The statement referred to will be found in the files of the subcom- 
mittee. ) 


S8974—H57 16 
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“Mr. Sourwine. How long have you been employed by the Mirror? 

“Mr. Manoney. For almost 22 years. 

“Mr. Sourwine. In what capacity, sir? 

“Mr. Manonry. Various—currently I am a news writer. 

“Mr. SourwInr. You mean a reporter ¢ 

“Mr. Manoney. I have been a reporter; yes, sir. 

“Mr. Sourwine. You say you are a newswriter now—are you on the 
desk—are you a rewrite—— 

“Mr. Manoney. I ama linotyper and I am a rewrite man. 

“Mr. Sourw1ne. You are a rewrite ? 

“Mr. Manoney. Yes. 

“Mr. Sourwine. Mr. Mahoney, are you presently a member of the 
Communist Party ? 

“Mr. Manoney. No, sir; I am not. 

“Mr. Sourwine. Have you ever been a member of the Communist 
Party ? 

“Mr. Manoney. Sir, I’d like to answer it this way: Not only am I 
not a member of the Communist Party, but never in my life have I 
performed a disloyal or subversive act of treason, sabotage, espionage. 
I have broken no laws beyond the traffic violation. I have never 
advocated defiance—— 

“Chairman EastLanp. Now, Mr. Mahoney 

“Mr. Manoney. Of the law of the Supreme Court of the United 
States. 

“Chairman Eastianp. You have not been accused—not been ac- 
cused of any of those acts. Please make your answers responsive to 
the questions. 

“Mr. Manoney. I am trying. 

“Chairman Eastianp. I think that your counsel will advise you, 
sir, that that is the proper thing to do. 

“Mr. Manoney. Well, I am trying to do so, sir. 

“Chairman Eastianp. All right. Now the question was, are you 
now or have you ever been a member of the Communist Party? 

“Mr. Manonry. Well, sir, in view of the other remarks I made 
and in view of the fact that the committee has told me that there 
are no charges against me, I decline to answer the second half of that 
question. 

“Mr. Sourwine. As to whether you ever were a member ¢ 

“Mr. Manoney. Yes, sir; as being an invasion of my rights as a 
citizen, as a newspaperman, and I feel it is an abridgement of the 
freedom of the press. 

“Chairman EKastianp. I overrule that and order and direct you 
to answer. 

“Mr. Manoney. Well, sir, I am sorry the committee does not choose 
to recognize the first amendment and in view of that, I am forced 
to avail myself of the privileges of the fifth amendment, also. 

“Chairman Eastianp. All right.” 


THE POSITION OF THE PARTIES 


The issue presented is one of “studied simplicity.” The one hearing 
held in the matter was as brief as it was pointed. There were no 
allegations by the employer of employee unrest, impaired morale, 
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etc., as a result of Mahoney’s action. There were no allegations by 
the "employer of loss of circulation, or advertisers. There were no 
allegations that Mahoney’s writing had been biased, slanted, or influ- 
enced int any manner. 

The Mirror asserts that solely because of Mahoney’s public testi- 
mony, it was afforded “good and sufficient” cause for his dismissal. 
The Mirror buttresses this contention by citing the ruling of the New 
York State Unemployment Insurance Commission that Mahoney’s 
conduct (his public testimony) constituted misconduct, “detrimental 
to the employer’s interest.” ‘This finding by a disinterested agency, 
the Mirror urges, supported and corroborated the Mirror’s determina- 
tion that its action was reasonable and just in dismissing Mahoney. 

The guild contends that an employer is subject to a heavy burden 
of proof in any discharge case. That, indeed, the employer must 
set forth clear and convincing, factual, nonspeculative evidence that 
is capable of objective review. That in this particular case, there 
is but one fact or charge produced against Mahoney. The charge? 
That he exercised a srivilege against possible self-incrimination; a 
right guaranteed to him by the Constitution of the United States. 
The guild states that, absent proof of any other facts relating to 
Mahoney’s competency, or of damage to the Mirror, the action of the 
Mirror can only be considered unreasonable and arbitrary. 

The issue presented, accordingly, could not. be more simple, nor 
ironically, more complex. 


THE FIFTH AMENDMENT 


Written into the Bill of Rights over 150 years ago, and having roots 
in the law of England centuries ago, the fifth amendment has been 
especially subject to close scrutiny and debate in the last decade. 
Advanced methods of communication, such as television, have made 
the American public vitally conscious of the fifth amendment and its 
utilization by criminals and persons suspect of crime. Regrettably, 
a large segment of the public has concluded that a person, availing 
himself’wf the fifth amendment, is what he is accused: of being, or 
did that which he is accused of doing. Thus was coined the presump- 
tive appellation “fifth amendment Communist,” sorely troubling to 
many, and stirring up a storm of protest and condemnation in its wake. 

The Supreme Court of the United States, obviously cognizant that 
a person exercising his constitutional privilege under the fifth amend- 
nent raises a grave doubt as to his freedom from guilt, and that current 
popular opinion views the invocation of the fifth amendment as a 
certainty of guilt, met the issue with forthright resolution. In clear 
and ringing language our highest Court, in April of this year, re- 
affirmed the legal maxim that the fifth amendment is for the protection 
of the innocent as well as the guilty : 

“The privilege against self-incrimination would be reduced to a 
hollow inockery if‘its dkercisé could’ be taken as equivalent either to a 
( ee of guilt or a conclusive presumption of perjury” (Slochower 

?oard of Education of New York, 100 L. Ed. 451, ie 

But we are not here concerned with the legal implications of a 
person’s refusal to testify. The Constitution is concerned with crimi- 
nal prosecution. “* * * nor shall (anyone) be compelled in any 
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criminal case to be a witness against himself * * *”—(U. S.C. A, 
Const. Amend. V, p. 102) and not with all the peripheral effects of 
pleading the fifth amendment. “5 

The Constitution does not guarantee to a person, exercising the 
privilege against self-incrimination, his job, the respect of his neigh- 
bors, or an absence in the minds of his fellow workers and employer 
of a gnawing doubt as to his guiltlessness. 


COMMUNISM IN AMERICA 





There can be little doubt in the mind of any reasonable individual 
of the purpose of the Communist conspiracy today. It is ultimate 
world domination. 

During the thirties, men of good faith, despairing of the economic 
chaos in our country, were easily deluded by the “golden apple” of 
communism. Fighting in the forties side by side with the Commu- 
nists in an effort to suppress the international menace of nazism and 
fascism, it was easy to be confused as to the ultimate purposes of the 
Communists. But there comes a time where realization must arrive— 
perhaps in the late forties, but certainly no later than the Korean 
conflict. Anyone aiding, abetting, or partaking in the Communist 
conspiracy aiter that date cannot be a dupe, but rather a danger to 
the community. 

In the year of our Lord 1956, Communism is a major menace to 
the free world, to our democratic way of life and to the private enter- 
prise system . We cannot ignore these truths; we cannot romanticize 
or semanticize them away; we cannot wish them away; we can but 
accept them in their nakedness. 


DISCUSSION 


Ironically enough, our democratic way of life extends its protection 
even to those who have neither regard, belief, nor faith in its princi- 
ples. Under collective-bargaining agreements requiring good cause 
for dismissal, persons in this category may have job security. As 
such, it may not be ignored that if the newspaper business cannot be 
termed “vital” and/or if Mahoney’s position on the Mirror cannot be 
termed “sensitive,” then the very foundation for “good and sufficient” 
cause, as urged by the Mirror, could crumble. In this age of “per- 
petual peril,” the various media of mass communication are vital to 
our national security. The titans of the world are locked in a struggle 
cryptically described as a “cold war.” It is a war of ideologies, of 
ideas, of propaganda. It is a battle for the approbation of the un- 
committed nations of the world. 

A metropolitan newspaper in America today is more than a mirror 
to the happenings of the day. It is a moulder of public opinion; capa- 
ble of leading crusades; capable of introducing new ideas; capable 
of propagating truth or propaganda as it wills. By its very nature, 
whether it would: abdicate or not, a newspaper maintains a position 
of leadership and responsibility in this cold war that is vital to our 
national security. Other industries (atomic energy, defense, ete.) 
may be more vital, but this fact does not impair the vital role of our 
press. 
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Each worker performs his task in life with tools, and these tools 
run the gamut from an ax to a zither. The rewrite man has his tools, 
too. They are words. Words but express ideas and so it follows that 
the rewrite man works all day with ideas. This is a war of ideas. 
Can his position be then deemed nonsensitive? A rewrite man can 
select the facts he considers important as relayed to him by the reporter 
in the field. His is the choice of the topic sentence and lead para- 

raph. His selection of words sets the tone of the article and in- 
ices too, the choice of headline. The conclusion is irresistible that 
a rewrite man occupies a sensitive position on a newspaper. 

The contention that the product of a rewrite man is subject to 
check by others before it reaches the public cannot impair this con- 
clusion, The rewrite man’s skilled use of words and phrases; the 
background of constant deadline; the fact that his reviewers are at 
least thrice removed from the actual news event; the lulling effect of 
daily association coupled with a practical attitude to accept the 
product of an experienced hand without undue scrutiny—all these 
make ultimate detection and exposure far from simple and in all 
probability, long delayed. What difference does it make that a re- 
write man may ultimately be caught? The undeniable fact is that 
he is in a position where he has the opportunity and capacity to do 
incalculable harm if he is so inclined. What more is needed to define 
his job as truly sensitive ? 

CONCLUSION 


As stated, the issue here presented is simply—was the public testi- 
mony of Mahoney good and sufficient cause for his discharge? 

The impact of Mahoney’s testimony before the Senate committee 
was to raise a grave and gnawing doubt in the mind of his employer 
as to his association and connection with the Communist conspiracy. 
Was it during the understandable and perhaps, forgivable, period of 
the thirties and early forties? Or was it during the subsequent period 
of necessary universal awakening to and realization of the menacing 
and heinous designs of Communism? Did it end when Mahoney re- 
ceived his subpena? Did it last until his actual appearance before 
the committee? Must the Mirror accept the travail of “watchfully 
wondering” ? 

Mahoney had no illusion about the impact of his public refuge 
behind the fifth amendment insofar as the Mirror was concerned. 
Witness the following excerpt of his statement : 

“Tf the committee pone no such evidence [showing story slant or 
distortion], then it should clearly state so in the interest of being fair 
so that doubt or suspicion of my honesty and objectivity as a news- 
paperman may be removed and that the confidence of my employer in 
me may not be impaired.” 

If Mahoney felt that his mere call to appear before the subcommittee 
would cause doubt in his employer’s mind, then a fortiori his attitude 
and demeanor toward the subcommittee, his refusal to answer per- 
tinent questions about his relationship with the conspiracy called 
Communist must shatter his employer’s confidence irreparably. 

Yet, Mahoney remained mute and this adamant attitude continued 
through the hearing of this arbitration when he knew that his very 
livelihood was “on the line.” His eloquent silence before the subcom- 
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mittee poses these unanswerable questions for his employer. What 
were Mahoney’ s allegiances a decade a year, a month, a day.before 
January 5, 1956? A newspaper is entitled to know ‘the answer to 
these questions with respect to Communism in relation to a rewrite 
man, especially when publicly posed. It was reasonable forthe Mirror 
to dismiss an employee who refused to supply the answers to these 
questions. 







AWARD 














The dismissal of Daniel Mahoney was for “good and sufficient 
cause,” as required by the collective bargaining agr reement between the 
parties hereto. 






Burton B. Turkvs, 
Arbitrator. 
W. N. Tomson, 
Arbitrator, Concurring. 
JOHN GREEN, 
Arbitrator, Concurring. 
Dated: New York, N. Y., November 6, 1956. 
Dissenting : 
M. Micuart Poroksr, 
Arbitrator, Dissenting. 
JamMES WHITAKER, 
Arbitrator, Dissenting. 






















Appenpix E 







WITNESSES 





The Senate Internal Security Subcommittee held 88 open hearings 
during 1956 at which more than 200 witnesses appeared. In addition, 
more than 70 executive hearings were held with about 130 witnesses 
testifying. 

Following is a list of the witnesses who appeared in open session 
with the date of their testimony and the printed volume: 
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WITNESSES BEFORE 









— | 


Witness Date of testi- | 





Printed volume 


























Albertson, Otto Rentino!___. ---------| Jan. 5, 1956 | Pt. 17, Strategy and Tactics. 
Aleskovsky, Nathan !_ .-| Jan. 6, 1956 | Do. 

Andriyve, E 2 ..-| May 16, 1956 | Pts. 21 and 27, Scope. 
Applegate, Robert Lee .---| July 24,1956 | Pt. 31, Scope. 

Arena, Ernest__-_. : a | Nov. 30, 1956 | 

Aronson, Allan James !_____..____- a _..| Jan, 4,1956 | Pt. 17, Strategy and Tactics, 













Bachki, Bela_- i ‘ : | Dec. 18, 1956 | 
Badeaux, Sgt. Hubert J_- ‘ 8 : |} Apr. 6,1956 | Pt. 12, Scope. 
Barmine, Alexander-__-_-_- a okie | May 25,1956 | Pt. 25, Scope. 
Behrstock, Arthur !__.____- n ; Hf Apr. 11,1956 | Pt. 13, Scope. 
Behrstock, Arthur !______. s June 65,1956 Pt. 26, Scope. 
Berezov, Rodion._..........___- a! ....-| May 25,1956 | Pt. 25, Scope. 
Bershad, Abraham J.! eee ee ...--| July 12,1956 | Pt. 30, Scope 
Bialer, Seweryn_-____- gactalwinhwcespiniecesp coll aD. SIE Rises SOOpe. 
en OS oie ee LULL LL ee A Do. 
Bialer, Seweryn aol Ras hel | June 29, 1956 | Do. 
Black, Thomas L_- : ; May 17, 1956 | Pt. 21, Scope. 
Pt. 13, Scope. 










Blanchard, Rebert i. : ‘ Apr. 11, 1956 
Blanchard, Mrs. Winifred ! : ecioseest 


See footnotes at end of table. 
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WITNESSES BEFORE THE SUBCOMMITTEE JANUARY-DEC 


Witness 


Bloomfield, Arthur I 
Bourn, Miss Eula 


Boyer, Ridherd O12 oe. 


Brandt, Car! D 
Bricker, Hon. John W 
Bridges, Hon. sncomares 
Bubos, Lexi....-_- 
Ching, Leonard K. ei 
Coale, Mrs. Griffith 


Coale, Mrs. Gri@ith. .. 222220 


Coe, V. Frank !.........- 
Conal, Bernard '_____- 


Cooke, Adm. Charles M_--- === 9-2-2222 2. 2---- 


Dallin, Mrs. Lilia... 
Davis, Frank Marshall t 
Dillingham, anes F 
Dodd, Bella V.........- 
Draskovich, Slowodin 
Draskovieh, Slowodin 

e, Ismail_..-. 
r lington, Harold John.- 
Elliott, Roland 
Epstein, Henry en. 


Epstein, Julius..............- ost 


Feise, Kichard ! 


Feise, Mrs. Wimifred !__.--.....-:-...--.-. 


Feise, Mrs. Winifred - - 

Fenton, Jerome D. 

Feuer, Mrs. Pauline? ee 
Fine, Benjamin. -_...-.-.------ . 
Fine, TREE cane wis Saunt 
Fingold, Hon. George... 
Fishman, Irving 

Folsom, Franklin !_- 

Foner, Philip 8.'. Peis 

Fortier, Gilbert J., Jr-- 
Freeman, Harry '_- 

Fujii, Shuji t_ ectexcanetoaees 
Fujisaki Saburo ! 

Glaser, James S 

Gold, Harry. ecg od 
Goldman, William |. 
Greenglass, Pa 

Hageman, E. L. 

Hall, Mrs. ASE 

Hall, Mrs, Yoshiko ! 

Halleck, Charles W., Jr- - 
Hazafi, Arpad___ 

Hennessy, James L_..- 
Hinton, William H.!__. 
Hinton, William H-- 

Hinton, William HH. 


Hungarian-American n (unidentified) 


lleana, Princess -- 

Issarescu, Dr. Stefan : 
Ivankov-Nikolov, Michael v. 
Jamieson, Ronald B... 

Javits, Jacob Be ee 
Jenkins, Grady !_ ___- 
Jenkins, Mrs. Junesh ! 
Jenkins, Mrs. Junesh__- 

Jones, Hays '_.._- ate : 
Joseph Max... phsnenetes® 
Judd, Hon. Walter H__.- 
Kaplan, Mrs. Jessie R-- 
Kealalio, Joseph !__ 


Kearney, Richard D_--------------2-2-2-22202-2 


Keith, Charles i aita 
Kersten, Charles J ..- 
Kibre, Jeff |. 

King, Samuel W ilder_. 
Kingsbery, Mrs. Emily 


Kleinfeldt, Abraham I__......_----- Vs 


a oy PUOR Becennttssaasse 
Knowles, Clayton. --_. 
Korolkoff, Mr. Nicholas... 
Korolkoff, Mrs. Nicholas-- 


Koten, Bernard Ma tvnccnteeee. erteass Cie ae 


Kowalew, Mrs. Nina 
Kowalew, Wassilii 
Krafsur, Samuel ! 


See footnotes at end of table. 


Date of testi- 


June 15, 
Apr. 
_.) dan.---5, 
| Oct. 23, 
Mav ll, 
do 
Dee. 19, 
Oct. 22, 
May 3, 
May 18, 
Mav ll, 
June 5, 
} Oct. 7 
Mer. 2. 
Dee. 5, 
2.5 AG. i 
June 14, 
June 
June 
Feb. 
May 
Oct. 
Dee. 
May 
Apr. ! 
al’ 54.40.. 
| Apr. 6, 
July 24, 
Apr. 5, 
Jan. 6, 
Jan. 4, 





Dec. 4, 
Apr. 17, 
May 9, 
Apr. 5, 
Feb. 21, 
Apr. 24, 
| Dee. 3, 
Jan. 4, 


Apr. 10, 
Apr. 27. 
Nov. 21, 
Apr. 17, 
| Dee. 5, 
Mar. 6, 
| Nov. 14, 
Oct. 
Mar. 
| Mar. 
| Mar. 
| May ¢ 
| May 16, 





-do... 


|} Apr. 28 
--| Dee. 3, 
Sept. 5, 
f Apr. 5, 
.do 
Apr. 6, 
| Feb. 21, 
Dec. 18, 
May 3i, 
Mar. 28, 
Nov. 30. 
| Sept. 6, 
| July 12, 
May 3, 
June 21, 
Nov. 30. 
May 22, 
Apr. 6, 
June 15, 
.-.-| Jan, 4, 
--| June 18, 
.do 
May 2, 
Apr. 25, 





May lil, 


| Apr. 26, 


mony 


1056 


5, 1056 


1956 


1954 | 
1956 | 


1956 

| Pt. 33, Seopa. 
1956 | 
1956 | 
1856 | 
5, 1956, | 
7, 1956 | 


155 


1956 


1956 | 


1956 


, 1956 


1956 


, 1956 
, 1956 
. 1956 
. 1956 


1956 


, 1956 


1956 


1956 | 


1956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 
1946 
1956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 


. 1956 
, 1YSG 
. 1956 
, 1956 
3, 1956 


1956 


19AG | 


1956 
1956 


1956 | 


1956 


1956 
1956 
1956 


1956 | 


1956 
1956 
1956 
i956 
1956 
1956 
1956 
1956 
1956 
1956 
1956 


1956 
1956 


.do__. 


Apr. 17, 


1956 
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Printed volume 


Pt. 31, Seepe. 

Pt. 12, Scope. 

Pt. 17, Strategy and Tactics. 

Pt. 33, Scope 

Hearings, 5. 3003 and S. 3617. 
Do. 


Pt. 24, Scope 


Pt. 26, Scope. 
Mimeographed. 
Pt. 5, Seope 


}. 27, Seope 
28, Scope 


. 3, Scope. 
. 19, Scope. 
. 33, Scope, 


24, Scope. 
. 12, Svope. 
Do. 
Strategy and tacties 


Do. 
Pt. i Strategy and Tactics. 
do. 
Hearings 8. 3603 and S. 3617. 
. 15, Scope. 
. 23, Scope. 
. 12, Seope. 
. 2, Scope. 
. 22, Scope. 


. 17, Strategy and Tactics. 
. 20, Scope 
. 13, Seope 
. 21, Scope 


. 15, Scope. 
. 6, Scope. 


33, Scope. 
6, Seope, 
7, Scope 
Do. 
>t. 1v, Scope 
t. 24, Scope. 
oO, 
. 18, Scope. 


Mimeographed 
Pt. 12, Scope 
Do. 
Do. 
. 2, Scope. 


. Ll, Scope 


>t. 32, Scope 
. 30, Scope. 
. 19, Scope. 
. 30, Scope. 


t. 24, Scope. 
. 12, Scope. 
. 31, Scope. 
. 17, Strategy and Tacties 
. 25, Scope. 
Do. 
. 22, Scope. 
17, Scope. 
Do. 
. 15, Scope. 
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Date of testi- Printed volume 
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i . 29,1956 | Pt. 9, Scope. 

Landsman, Miss Matilda '__- 6, 1956 | Pt. 17, Strategy and Tactics. 
Laszlo, Istvan. ............. y. 14, 1956 

OE, DERE. SOTO Seiten kw osnban<dakedanes . 29,1956 | Pt. 9, Scope. 

Lautner, John Piiaéidedie nncidee spire bn coin thiibdiben pine 29,1956 | Pt. 26, Scope. 

lies wis oaimantibeenndaiipineismenadehin 21,1956 | Pt. 30, Scope. 

NE I ivccccccagevenenssssamameediont 18, 1956 Do. 

i PT BO bn ocnatidmagitnittnenduannaiee 6, 1956 | Pt. 28, Scope. 

NS RO) 2 ee ere eae . 5,1956 | Pt. 12, Scope. 
ee eae . 19,1956 | Pt. 11, Scope. 

a iniinenicndasensecesdoempidvat - 10,1956 | Pt. 13, Scope. 

A, EE Pc racauntisewity <camewswiatinseowl Feb. 21,1956 | Pt. 2, Scope. 

oe Se eee eee May 11,1956 | Hearings, S. 3603 and S. 3617. 
McCarthy, Hon. Joseph R........-.......---.-..- June 26, 1956 

I, CE On osacengncsnneckniibedenell Nov. 30, 1956 

0 eS ae Jan. 4,1956 | Pt. 17, Strategy and Tactics, 
I, DUIS (Psna ciddetiab-enamd ahem chiiiensind ---| Mar. 6,1956 | Pt. 6, Scope. 

OS ee a ae eee July 12,1956 | Pt. 30, Scope. 

I I ncncsencccsccsencssapaabhinpe --| Jan. 5,1956 | Pt. 17, Strategy and Tactics. 
Malin, Patrick Murphy 

Mandel, Benjamin--.............-.--- . Pt. 12, Scope. 

Mandel, Benjamin---...........-- able anita bien bin acs Do. 

I icc nnkewincnncennGihedeased 

ee SSS eae . f Pt. 15, Scope. 
aaa eee are Hearings, S. 3603 and S. 3617. 
Diagtin, Necnoms...........--40..-- pale nase ia 7, Pt. 25, Scope. 

EN, WE, COIs 5c née acinnnsttit wwdianindeons ; Pt. 31, Scope. 

SE AD on cnccenncsnscapepcoeesonaitn tose : Pt. 22, Scope. 

ME cn cankneptin dns ano spied icin nino ehtanin din oe ‘ Pt. 11, Scope. 
ee ee eee eee Pt. 24, Scope. 

eee a A a ae eae cal Do. 

EI, DO is Ss asin ohne vein -ninide<d4- sh May 16,1956 

Miyagi, Newton Kunio !.......................-.. Nov. 30, 1956 

DEGREMOMETY, SOG... . estiwn en asin awebthic ive Mar. 13,1956 | Pt. 9, Scope. 

aS Oe  ) ae a ae eee June 26, 1956 

Munsel]J, Alexander E. O.!_...........-...-------- June 21,1956 | Pt. 27, Scope. 

Murin, Stephen Thomas !..........-..........--. Dec. 4, 1956 

NE, SE inincnccesvcvidbiipebyedipaintadie ed Mar. 15,1956 | Pt. 10, Scope. 

I inane -cncecesenaseswecscnmmainedooad Mar. 16, 1956 

Nagorsky, Zigmunt-.-..............----..--- .----| May 18,1956 | Pt. 24, Scope. 

PMO, ASNT F . 0 avddecdnedcadibonsce .------| May 10,1956 | Pt. 23, Scope. 

Niederlehner, Leonard. ..-.....-...-----.--------- July 24,1956 | Pt. 31, Scope. 

ES 4 ree ee eee ee .----| May 2,1956 | Pt. 22, Scope. 

gO ee Se > ae ree ae Nov. 16, 1956 

O'Dell, Hunter Pitts t..26sc.22 0525 -+--cndne anus Apr. 12,1956 | Pt. 13, Scope. 

ee ee Dee. 30, 1956 

i | 2 fr Dec. 4, 1956 

I NE Oe icncncceccmbanecccsnehiiodsorsinne da | 

Olshansky, Gerda Marguerita-._..-.--..--.-.---.- July 25,1956 | Pt. 25, Scope. 

eae eee Dec. 4, 1956 

I. cantatislnacadibedibliinkooss May 3,1956 | Pt. 19, Scope. 

Peck, Seymour ?__._.___- esis igo Pakn sews Jan. 6,1956 | Pt. 17, Strategy and Tactics. 
Pes CEE con cntihithiesantsbandbabdnacs Apr. 6,1956 | Pt. 12, Seope. 

PP . BENNO OR ..ncaccncinbtbinctinaderastnmosans> Dec. 3, 1956 

NE i. ck dee cwuncbepersatipean sad lh June 13,1956 | Pt. 25, Scope and mimeographed. 
Es PID icici -onendjatnnetindinenditbie dime July 18,1956 | Pt. 31, Scope. 

pepenee, Get. Ger Tc ccccccsecnnnssek-ce-- of AE. & 108 | Pt. 13, Scope. E 
EE EE. WOMNIND Wiad sisdccinive on ciiuon>ses May 11,1956 | Hearings, 8. 3603’and 8. 3617. 
ee SUD BPs... ctencacek oat eoc cbs dws Jan. 5,1956 | Pt. 17, Strategy and,Tactics. 
i cite ens ndiebaacmeowcans wiih June 7,1956 | Pt. 28, Scope. 

I i nina rnncenwcdsitnnsemacwilihiabh ond Feb. 8,1956 | Pt. 1, Scope. 

OEE Se eee ee ee ae Apr. 12,1956 | Pt. 14, Scope. 

ID I dos Sisk cde ncn cueunndlahetinesd May 30, 1956 Do. 

I EE Bis asiencecesesennadndiae .-..| June 27, 1956 

EE, SORES, ..cnSucclovsiadshonsidpe it ..| Sept. 6,1956 | Pt. 32, Scope 

Rigney, Pe oe. co cc onc ck debe dee Apr. 19,1956 | Pt. 16, Scope. 

EL, DON, BEOQUID. bo idcin cnadsbondiciadtsed Apr. 5,1956 | Pt. 12, Scope. 

9. oscenenlisddcndabubdm<schamednnc’ Dec. 4, 1956 

I a criaininna bad Shas diAbesine st Mar. 15,1956 | Pt. 10, Scope. 

DURE DON, MUAWENG ©... cinsducdnesaecotutnondnay Dec. 4, 1956 

oo oc cemenccaserdighnedipet Oct. 24,1956 | Pt. 33, Scope, 
Rudolph-Shabinsky, Viadimir__..................| Apr. 25,1956 | Pt. 17, Scope. 
Rudolph-Shabinsky, Viadimir_._...........-..-- May 3,1956 | Pt. 19, Scope. 
Rudolph-Shabinsky, Vladimir-_---- cheatitiohbs ae May 22,1956 | Pt. 24, Scope. 

Ns RMN Aas 2 ee ae a dapeeuadnowes Dec. 19, 1956 

ER, MEME 9. cnn. HeSesbebendabo-dhdh>jine thi eOes Glee | 26. 8, DOOD. 

Saltonstall, Hon. Leverett............-..--..---.-| May 11,1956 | Hearings, S. 3603 and S. 3617, 
Se. Bouts Saadsben skis ...---| May 3,1956 | Pt. 19, Scope. 

Sawyer, Dire. Horrict B ty. oc. oon .0n sa scsdosancs Dec. 5, 1956 

Schatoff, Michael.................-.---..-...--...| July 20,1956 | Pt. 25, Scope. 

Schuman, Julian !._......-.- Sabiaes ...-------| Mar. 21,1956 | Pt. 11, Scope. 






See footnotes at end of table. 
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Witness Date of testi- Printed volume 
mony 
Ce TONE Diiiinbitncnttarrivedanpbebibaeme Jan. 6,1956 | Pt. 17, Strategy and Tactics. 





Shelton, Robert ?__- 
Shepperd, Hon. John 
Sherman, Alexander !_. 
Shields, Mrs. Esther L. 


snsinjetnn eepaeiiia ...--do........| Pt. 17, Strategy and Tactics. 
May 11,1956 | Hearings, 8. 3603 and 8. 3617. 
Mar. 13,1956 | Pt. 9, Scope. 

Apr. 17,1956 | Pt. 15, Scope. 









Silva, Frank !_......... Dec. 1,1956 

Singer, Jacob__..-..--- Oct. 23,1956 | Pt. 33, Scope, 
Smith, Benjamin E-...................-.. --| Apr. 6,1956 | Pt. 12, Scope. 
Sunith, Fess §): 16> 04 osdiwscccdis oe see Seeds Apr. 24,1956 | Pt, 22, Scope. 
IBN Te dino cqwewecnccwwrremaudbctden Dec. 5, 1956 

a ha ee ae ae Apr. 20,1956 | Pt. 16, Scope. 
SOT POT, PAREN. ok . ewe wcwe cee weeiensbcenen Apr. 30,1956 | Pt. 18, Scope (mimeographed). 
Siath bak, Riera OE .. |... nccweweccwowewewsvobive Dec. 1, 1956 

Sienbewinss) BAMA. «oo owen eweesesteducbe Oct. 22,1956 | Pt. 33, Sco 
Gienwie, Hom. Sene........56. sit... KU ESE May 11,1956 | Hearings. S. 3603 and 8. 3617. 
Stephenson, William B.......-......-.-...--....- Oct. 5,1956 | Mimeographed. 
Stephenson, William B...........-........-...-.- Dec. 6, 1956 

Bienes, FORD Bhs 5ss oie cnwwwssia Viisdddwwdbeudas Mar. 13,1956 | Pt. 9, Scope, 
Symonds, Myer 0%... 0. ccciscssasivedsncscne Dec. 5, 1956 

Geeite, CeO. iis 6. SW eal ode. May 25,1956 | Pt. 25, Scope.. 
Teternikov, Viotor G..... sw sysicw eh ee Apr. 28,1956 | Pt. 18, Scope. 
Thompson, David Evans?_....................... Dec. 3, 1956 

PERE BIOs 5 cde. An ccswrncneses bk Hae Mar. 13,1956 | Pt. 9, Scope. 
TOG, LAUER *... wn cds ses be HESS Apr. 17,1956 | Pt. 15, Seope. 
Tolstoy, AsmmaRGre USO, «oo... cccccescnccedseuau ay 28,1956 | Pt. 25, Scope, 
QR, WIS. 5200s thin diccinerse enone aaab be July 25, 1956 Do. 

PHN CADIR LS be bs ~ res conwenewodoueddbseise Oct. 24,1956 | Pt. 33, Scope. 
Unidentified witness No. 1.........--..--.....--- July 20, 1956 Do. 
Unidentified witness No, 2..............--..-.-.-]--.- eae Do. 

Van Hoogstraten, Jan.-..............-..--.-.-...- Apr. 20,1956 | Pt. 16, Scope. 
Van Hoogstraten, Jam. ..........2...2 ccc cence Apr. 28,1956 | Pt. 18, Scope. 
Vey Ss GE atch sccucesedunsccessasma ay 3,1956 | Pt. 19, Scope. 
Velson, Irving Charles !_.__- hho Gainariveoitenatlaitil Daca July 12,1956 | Pt. 30, Scope. 
Wee. en he... ones sbenaeneiniie Dec. 17, 1956 

Wey Sts SI Sas cdotencasanccecaesausccdon Aug. 29,1956 | Mimeographed. 
We CRIN Pika. ceockcbeppnedanncntionsl Dec. 1, 1956 

Wernets FUP SG asec se ss et A ake Jan. 4,1956 | Pt. 17, Strategy and Tactics. 
Wane, BN os osu i cckcecctcséacscccubeb Oct. 23,1956 | Pt. 33, Scope. 
Wilcox, Francis O............... anadeimhehidintins Dec. 17, 1956 

Wes SN Bio acs fu ceccccdwucscachbbusksess Jan. 6,1956 Do. 

Yoasis homens Bebe asic cducccecscsccoussestind Apr. 5,1956 | Pt. 12, Scope. 
Fe, BOs < ceeitaty acvdicosnsctescsedecnacs Apr. 28,1956 | Pt. 18, Scope, 
FO, Fes BIG Wisc t snes ccnaccacnccabssnceede July 13,1956 

Yuan, Huey paste hahaa ieaanticaenianinncaiaigl Apr. 5,1956 | Pt. 12, Scope. 
STOUT dbus He cen dnc cddedcocsaauhécdetnetio Jan. 4,1956 | Pt. 17, Strategy and Tactics. 
I a Se Re ae ye Feb. 29,1956 | Pt. 4, Scope. 
BS HEU iit, comacecdecensdencenseenmnene Mar. 2,1956 | Pt. 5, Scope. 





1 Individuals who used 5th amendment. 
2 Cited for contempt of Congress May 10, 1956, 
§ Cited for contempt Apr. 30, 1956 
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PUBLICATIONS 


The following re were printed and distributed by the 
Internal Security Subcommittee during 1956: 


| 
Num- 
ber of Released 

copies 


| 
} 
Scope of Soviet activity in | Scope of Soviet activity in 
the United States: || the United States—Con. 
re. 6,000 | Mar. 2, 1956 ] Pt. 24 6,000 | Jan. 13,1957 
6,000 | Mar. 16, 1956 Pt... j Do. 
6,000 | Mar. 19, 1956 | 
6, 000 Ap 22, 1956 | 


cM contac cies Jan. 14, 1957 
Pod nnananannasaasn=n}. Seen eee aeG eee 
6, 000 Pt. 28 i" 6,000 | Feb. 4, 1957 
6,000 | May 10, 1956 || Strategy and Tactics of 
5, 500 | Do. || World Communism: 

3, 200 | | Pt. 14, 1955 hearings_-_ 6,000 | Feb. 1,1956 
6,000 | June 23,1956 | Pt. 15, 1955 hearings --- 6, 000 Do. 

3,000 | July 5, 1956 Pt. 16, 1955 hearings -_- 6, 000 Do. 

3,000 | July 23, 1956 || Pt. 17. 1956 hearings | 3,600 | May 2,1956 
j, 000 | Sept. 4, 1956 || Interlocking Subversion in | 
3,000 | Sept. 16, 1956 | Goy acm peens Depart- | 
3,000 | Oct. 10, 1956 ments: Pt. 2,100 | Mar. 23, 1956 
5,000 | Oct. 21,1956 || Recording ME “Deliber- | 
3,000 | Oct. 31, 1956 ations: 
3,000 | Nov. 4, 1956 Hearings. - -- -| 3,500 | July _ 12, 1956 
6,000 | Nov. 18, 1956 Report _- _| 3,500 Do. 

3, 000 Do. || Jurisdiction in Sedition | 
,000 | Dec. 2,1956 || Cases: S. 3603 and S. 3617_| 1,000 | June 14, 1956 
3,000 | Dec. 5, 1956 || The Episode of the Russian 
5, 000 Do. | Seamen: Report..........| 9,000 | May 31, 1956 
5,000 | Jan. 4,1957 || ——nl 
6,000 | Jan. 11,1957 | Total... os 181, 400 | 


=: 





bat bet at bet CD GD LY I GD 
i , 4 ‘ 


wnre 





D on 
' 














Reprints received during 1955 in compliance with S. Con. Res. 55, adopted 
Apr. 25, 1956 


Document | Numberof | Received 
| copies 





Institute of Pacific Relations (8. Res. 2050) - oe 5,000 | May 
Activities of United States citizens employed by U.N.: } 
Rept. 2....-- - idchcdsesany 5,000 | May 
Hearings, pt. a jctilasiiieetiatnatlck Dead lh i Rae 5, 000 
an 0 icine ye re eeeaaen ene yk nied wae 5, 000 
Hearings, pt. 5- --- ; ai toed 5, 000 
Interlocking subversion in “Government depar iments (Report) piesa | 20, 000 
Korean war and related matters (Report) a dasascel 20, 000 
1954 report of subcommittee : Shainin acdeedl 20, 000 
Documentary proof : abel 8, 000 rom 30, 1956 
are ane 8, 000 Do 
Cémmiahist Propaganda (pt. Ts re eae Oe | ctveakenat 5,000 | May 1, 1956 
Communist Propaganda (pt. 2)- ‘ ; : cheeeicn 5,000 | May 2, 1956 


111, 000 





Reprints received during 1956 


Number of | Received 
copies 


A Handbook for Americans: 
8. Con. Res. 62, approved Apr. 23, 1956 175,000 | May 10, 1956 
8S. Con. Res. 79, agreed to July 24, 1956 175, 000 
Soviet political treaties and violations: S. Res. 262 agreed to May 21, 1956, 
8. Doc. 125 212, 500 {Nov. 13, 1956 
° Nov. 14, 1956 


Total above copies received during 1956 
1 Initial supply 5,700 received Dec. 27, 1955; total received 155,700 copies. 


2 Initial supply 9,600 received Aug. 4, 1955; S. Doc. 85, 13,000 received Aug. 19, 1955; total received 35,100 
copies. 
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Testimony mimeographed and released 
Released 


Viktor Solovyev, Apr. 20, 1956. 

—. Andriyve, excepts from May 16, 1956, testimony 

Yuri Rastvorov, excerpts from May 29, 1956, testimony 

Seweryn Bialer, June 11, 1956 June 11, 1956. 
Peter Pirogov, June 13, 1956 June 15, 1956. 
Victor Riesel, June 19, 1956 1956. 
Angus Ward, Aug. 29, 1956 ‘ 1956. 
Jacob Javits, Sept. 5, 1956 : 1956. 
William B. Stephenson, Oct. 5, 1956 : 1956. 
Adm. Charles M. Cooke, Oct. 7, 1956 NOV. 1956. 
Msgr. Bela Varga, Oct. 27, 1956. 5 1956. 
Seweryn Bialer, Oct. 30, 1956 , 1956. 


The above testimony will also be printed. 


AppeNbIx F 
Witnesses Wuo ASSERTED THE PRIVILEGE OF THE FirrH AMENDMENT 


During the period beginning January 4, 1956, and ending October 
24, 1956, the subcommittee conducted 75 open hearings in connec- 
tion with its investigation of activities of the Communist Party in 
the United States. In 18 of these hearings, 3 of which concerned 
the subject, “Strategy and Tactics of World Communism,” and 15 
of which related to the topic, “The Scope of Soviet Activity in the 
United States,” a total of 54 witnesses, with the advice or knowl- 
edge of personal counsel, refused to give responsive answers to ques- 
tions which the subcommittee deemed pertinent and material to the 
subject matter which the subcommittee is authorized to investigate. 
In lieu of responsive answers, each witness asserted the privilege af- 
forded to him by the second proviso of the fifth amendment to the 
Constitution of the United States which provides that “No person 
nor gy compelled in any criminal case to be a witness against him- 
self. 

The name, address, and background of the witness, and subject 
matter of questions to which privilege of the fifth amendment was 
asserted, of each of the aforementioned 54 witnesses are set forth in 
‘the following chart. 


‘The asterisk (*), as it appears after each publication or personal name indicates that an authorized govern- 
mental agency has determined after investigation that the publication is either owned or controlled or is 
a front for or under the supervision of the Communist Party, U. 8. A. or U. S. 8. R. (hereinafter re- 
ferred to as the Party), or that the person has heretofore claimed the 5th amendment in response to 
questions propounded to him during a congressional! hearing.] 


Witness Background Principal questions refused 


Albertson, Otto Rentino, | Education not stated; f-| Party membership and attendance at 
61 East 19th St., New reader, New York Times. meetings under party control; awareness 
York City. of party plan to gain control of Local 6, 

A ev or Union; acquaintanceship 
wit atilda Landsman* and R. Zalph.* 


1 A report of the hearings held by the subcommittee at Honolulu, T. H., on Nov. 30, Dec. 1,3, 4, 5, and 6, 
1956, is not included herein because the official transcripts covering these proceedings were not received in 
Washington, D. C., in time for adequate study. It is known, however, that 20 witnesses thereat asserted 
the privilege of the 5th amendment to refuse to give responsive answers to questions propounded to them. 
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Witness 





Aleskovsky, Nathan, Hick- 
ory Hill Rd., Tappan, 


Aronson, Allan James, 801 
West End Ave., New 
York City. 


Behrstock, Arthur, 60 Hicks 
St., Brooklyn, N. Y. 


Bershad, Abraham J., 
6th Ave., Brooklyn, N. Y. 


Blanchard, Robert, 50 West 
77th St., "New York City. 





} 


_ 386 | High schoo! 


Background 


Education not stated; assist- 


ant book review editor, New 
York Times. 


Education not stated; execu- 


tive editor, National Guard 
ian;! former SHAEF press 
control officer (1945-46) and 
Office of War Information. 


Graduate, Northwestern Uni- 


versity; former employee 
South Town Community 
Booster, South Town Econ- 
omist, Moseow (Russia) 
Daily News, Hearst Papers; 
publicity writer, Walgreen 
Drug Co., (Chicago) Calvert, 
White Rock, McAn Shoe, 
and International Silver 
Cos.; Chief, Planning Sec- 
tion of Civil Information 
and Education Section in 


Tokyo (U. 8S. Defense De- 
pertinent); leaflet _ writer, 
sychological Warfare 


Branch, U. 8, Army. 
,2years; Brooklyn 
College; refused background 
information. 


Attended New York State 


University 3 years (shown 
by exhibit); commercial 
artist, TV station WDSU, 
New Orleans, La.; former 
employee, Disney Studios 
(California); Fletcher Smith, 
Farrel] Publishing Co., New 
York City, State of New 
York University, Farming- 


dale, N. Y., and M, M. 
Robbins Advertising 
Agency. 


Blanchard, Winifred (Mrs. | Education not stated_........- 


Robert), 50 West 77th St., 


New York City. 


Dore Richard O., Croton- 
n-Hudson, is 


Education not stated; author, 


free-lance writer and former 
foreign correspondent; con- 
tributor to St. Louis Star, 
PM, New Masses,* Masses 
and Mainstream,* Daily 
Worker.* Author of Magi- 
cians of the Law, Dark Ship, 
and Labor’s Untold Story. 


See footnotes at end of table. 


Principal questions refused 





Past Party membership; knowledge of 
Jerre Smoot, Sol Fox, Dan Mahoney,* 
William Price to ave’ been Communists; 
who hired him at U. 8. Week. 

Party membership in "1940, prior thereto 
and when press-control offcer SHAE 
1945-46; distribution of National Guard- 
ian to American prisoners of war in 
Korea; knowledge that National Guard- 
ian published (1) peace appeals from 
tortured American prisoners of war, (2) 
lists of American prisoners of war, (3) 
articles charging United States engaged 
in germ warfare; knowledge of Cedric 
Belfrage* as a party Member; acquaint- 
anceship with Alex Trachtenberg,? 
Simon Gerson, and V. J. Jerome. 

Present Party membership; employment 
by Moscow (Russia) Daily News,* 
authership of article in Soviet Russia 
Today,* entitled “I Visit the Red 
Army,” and Party membership at that 
time; Party membership when Chief of 
Planning Section in Tokyo of CIES; 
membership in Committee for a Demo- 
cratic Far Eastern Policy;* employment 
by Daily Worker.* 


Present Party membership; occupation; 
organizational activities on New York 
City and Brooklyn waterfronts; identi- 
fication (exhibit) of Irving Velson,* Jeff 
Kibre;* attendance at University of 
Michigan and Party membership there; 
ee of Labor Youth League,* 
Ann Arbo Lich., 1948; association with 
Ralph Neafus Communist Club, Ann 
Arbor, Mich., 1948; activity in Civil 
Rights Congress* and Committee for a 
Democratic Far Eastern Policy;* organ- 
izational work for Tony Anastasia; 
application to waterfront commission 
for registration as longshoreman; han- 
dling funds for Harry Bridges; acquaint- 
anceship with Ben Glazer, Joseph 
Banks, and Harry Bridges. 

Past and present Party membership; 
financial secretary Party branch; use of 
alias while Party member; identification 
of Party unit, affiliation therewith; 
marriage; evasion of committee subpena 
service; occupation as commercial artist, 
TV station WDSU, New Orleans, La.; 
formal education. 


Maiden name of Brennan; marriage rela- 
tionship; certificate of brother’s birth for 
use by identified leader of Party; former 
occupation as schoolteacher. 

Present and past Party membership; 
authorship of articles appearing in Daily 
Worker; acquaintanceship with Party 
members and with Howard Fast * and 
Benjamin Davis;* defended Pablo 
Neruda, alleged Latin-American Com- 
munist; spoke in honor of James Dobson, 
alleged ‘Pennsylvania Communist leader; 
disclosure of Party membership on 
passport application; application for 
seaman’s passport as assistant purser and 
whether passport denied. 
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Witness 





Background 


Principal questions refused 


Coe, V. Frank, 201 South | Ph. B. degree University of] Present Party membership; whether he 


West 


St., Falls Church, 
Va. 


Conal, Bernard, 203 West 
90th St,, New York City. 


Feise, Richard, 246 Glen- 
wood Dr., New Orleans, 
La, 


Feise, Winifred (Mrs. Rich- 
ard), 246 Glenwood Dr., 
New Orleans, La. 


Folsom, Franklin, 16 Farm 
Lane, Roosevelt, N. J. 


Foner, Philip S,, Mountain 

7 Croton-on-Hudson, 
>a 
aNe . 








Chicago; former lecturer, 
University of Toronto, Can- 
ada; former employee, Treas- 
ury Department, Federal 
Security Administration, 
National Advisory Defense 
Council, Joint War Produc- 
tion Committee of United 
States and Canada; former 
Assistant Director Board of 
Economic Warfare; Assist- 
ant Administrator, Foreign 
Economic Administration; 
Secretary International 
Monetary Fund, 1946-52. 
Education not stated; com- 
munity analyst, owner, 
Voter’s Research Institute, 
associated with American 
Management Council and 
Community Inventories. 
Former war activities di- 
rector for CIO (New York). 


Graduate, Johns Hopkins 
University; secretary, Port 
Travel Service, New Or- 
leans; former director, in- 
dustrial relations, Higgins 
Industries, New Orleans; 
former employee, War Labor 
Board, as economist, and 
National Research Project 
(WPA), Toledo, Ohio; na- 
tional representative, United 
Federal Workers of Amer- 
ica, Washington, D. C.; 
organizer, Textile Workers 
Organizing Committee, 
Boston, Mass. 

Education not stated; assistant 
librarian, Isidore Newman 
School, New Orleans, La.; 
former vice president and 
legislative chairman, PTA, 
Jefferson Parish, La. 


A. B., University of Colorado; 
B. A., Oxford University, 
England; Rhodes Scholar 
(subcommittee records); 
former employee, Tass News 
Agency.* 

Ph. D., University of Colo- 
rado; writer; publisher, 
Citadel Press; owner, Re- 
mainder Publishing Co.; 
former teacher, Jefferson 
School of Social Science* 
(New York) and City Col- 
lege (New York); Abraham 
Lincoln School* (Chicago); 
California Labor School* 
(San Francisco); School for 
Democracy* (New York 
City), works used in State 
Department information 
centers program. 


Freeman, Harry, 22 East | Graduate, Cornell University; 


89th St., New York City. 


deputy manager, Tass News 
Ageney,* New York City; 
former employee, Brooklyn 
Daily Eagle and Brooklyn 
Times; Vice president, For- 
eign Press Association; 
member, United Nations 
Correspondents. 


See footnotes at end of table. 


considers Communist Party to have same 
status as Republican and Democratic 
parties in United States; Party member- 
ship at time of association with Nathan 
Gregory Silvermaster * and William 
Ludwig Ullmann * payment of Party dues 
to Silvermaster or Ulimann, and knowl- 
edge of transmission of dues to Elizabeth 
Bentley. 


Communist Party membership 10 years 
ast; membership when employee, WPA, 
New York Conference for inalienable 
Rights,* and War Activities Committee 
(CIO); relinquishment of Party member- 
ship knowledge of Palmer Weber oe 
a Communist; connection with Nation 
Emergency Conference for Democratic 
Rights;* association with William Schnei- 
derman; acquaintanceship with Nathan 
Gregory Silvermaster;* marriage. 

Head of Party branch in New Orleans, La., 
and his replacement thereto by Herman 
Liveright and whether Junesh Jenkins* 
liaison officer; acquaintanceship with 
Calhoun Phifer;* Party membership in 
1940; Party activity. 


Officer of Parent Teachers Association 
Jefferson Parish, La.; Party activities, 
meetings, associations; identity of party 
units’ members; picture identification of 
self at Civil Rights Congress* meeting; 
whether she and husband went to Europe 
on Party mission; surrender of passport 
to Europe. 

Present Party membership; present occupa 
tion, officer of League of American 
Writers* and American Committee To 
Save Refugees; contributor to Tass News 
Agency;* formal education. 


Past and present Party membership; 
acquaintances with Party members; 
dismissal from teachership, New York 
City College, after Rapp-Coudert hear- 
ings (New York legislative investigation 
of Communism in schools.) 


Party membership prior to 1941; Party 
resignation, 1941; contributor to Daily 
Worker;* while Tass* employee; informa- 
tion concerning Gerhardt Eisler; associa- 
tion with Whittaker Chambers; personal 
references in book, The Witness; associa- 
tions and acquaintances with certain 
named persons, including Gerhart 
Eisler, Hede Massing, Paul Massing, 
John Abt,* Robert F. Hall, Alex Trach- 
tenberg, Charles Recht and Howard 
Fast. 
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Background 


Witness | Principal questions refused 


Fujii. Shuji, 319 East 10th 
St., New York, N. Y. 








Past and present Communist Party mem- 
bership and while in employ of OWL and 
OSS; registration as Party voter having 
voter Certificate No. B-381382; and use 
of alias Jimmy Saito. 


—— | 
| 
| College.education in Japan; 
attended short term courses 
| at New York City College 
| and Columbia and New 
+ York Universities; freelance 
translator, interpreter, and 
draftsman; former employ- 
ment: Hokubei Shimpo, 
Japanese-American publica- 
tion, New York City, as 
typographer; U.S. Office 
of War Information (OWD 
and Strategic Services (OSS) 
as propaganda writer and 
mnagazine editor; contrib- 
| utor to National Guardian. 
Goldman, William, 141-66 | High-school education; em-| Past Party membership on Jan. 1, 1953 
73d Ter., Flushing, N. Y. | ployee, New York Daily resignation from Party prior to 1953; Par- 
| Z 


























lirror; former employee, ticipation in Party reorganization about 
Journal-American, New 1947-48. 

| York Post, Long Island 

Star-Journal, Newark Star- 

| Ledger, and Long Island 

| Daily Press; member, 

| Newspaper Guild of New 

| _ York. 
Hall, Euphemia (Mrs. Rob- | 
ert), 628 West 15lst St., | 
New York City. 


Graduate, Sarah Lawrence 
College; wife of Robert 
Hall, editor, Sunday Work- 
er,’ New York City; former 

; employee, Tass News 

;} Ageney;* General Instru- 
ment Co., Elizabeth, N. J.; 
Health Insurance Plan, 
New York City, and Con- 
summers Union.* 

Graduate of Harvard and Cor- 

| ‘nell Universities; ~ lecturer, 

writer; former employee, 
Office of War Information 
(OWT); former employee 
UNRRA; organizer, Na- 
tional Farmers Union. 


Party membership, 1946, and while Tass 
employee (1948-51); resignation fron 
Party during Tass employment. 









Present and past Party membership 
Whether Party: ordered. him. toseek em- 
ployment as organizer for Farmers Union 
and to report his activities therein; 
whether he spoke before any Farmers 
Union meetings; whether he lectured out 
West and where; whether sister Joan 
worked on Manhattan project in atomic- 
energy work and if he visited her then; 
whether he saw Joan in Red China; 
whether he wrote certain exhibit letters 
to sisters Jean and Joan; whether he had 
picture (exhibit) taken with Chinese 
Communist soldiers; identification of 4 
posters (exhibits found in his locker) 
entitled ‘‘Extinguish the Flames of War,”’ 
“Children of China,” “Oppose American 
Imperialistic Aggression,” and ‘‘Wel- 
come Our Soviet Friends”; identification 

| of picture (exhibit) allegedly taken at 

| Asia Peace Conference, China, 1952; 

identification of Jobn Powell,* Sylyia 

| Powell,* Julian Schuman,* and’ Joan 
| Chase Hinton Engst therein; identifica- 
| tion of picture depicting Aimerieans 
giving purported confessions of having 
engaged in bacteriological warfare against 
Chinese people (found in his locker) as 
his property; whether he read China 
Monthly Review* in China, and ace- 
quaintanceship with John W, Powell,*® 
its editor and publisher. 
Identification of three witnesses (confront 


| 
Hinton, William, Putney, | 
Vt. 

























Jenkins, Grady (alias Art | Education not given; address 


Pratt). not given. ing him at hearing) one of whom identi- 
fied Jenkins as being a resident of Baton 

Rouge, La., and using an alias. 
Jenkins, Junesh (Mrs. | Education not given; house- | Party membership; members’ use of aliases 
Grady) (alias Marie Pratt), wife. in Party activities: joined certain church 


217% Bourbon &t., New 
Orleans, La 


See footnotes at end of table. 





| 
| 


| 





under Party orders; activity in Parent, 
Teachers’ association, New Orleans, La. 
whether ordered by Party to infiltrate 
PTA; activity as braneh Party organizer; 
identification of herself in newspaper 
picture attending known Party meeting 
in 1946; whether Party member in 1946; 
identification of 3 witnesses (confronting 
her) and later identifying her as living in 
Paton Rout nder assumed naine; 


T 
» 440., | 


liaison officer between Party and Party 
head in New Orleans, La. 
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Witness 


Jones, Hays, 33 West 76th | 
St., New York City. 


Keith, Charles L.. 104 East 
17 th 8t., New York City. 


Kibre, Jeff, 1341 G St. NW., 
Washington, D. C. 


Koten, Bernard L., 548 West 
144th St., New York City. 


Krafsur, Samuel, 6423 Dah)- 
— Rd., Washington, 
D.C. 


Lamken, Natalie.” 1724 17th 
St. NW.,% Washington, 
D.C. 


Matilda, 19 
New York 


Landsman, 
West 93d St., 
City. 


Corrine, 526 
, Washington, 


Lautinan, 
Sheridan St 
D.C. 


See 
eae 
| 
| 





Education not stated, 


ieee 


Education not given; journal- 


ist, Tass News Agency;* for- 
mer employee National 
Maritime Union Pilot; for- 
mer seaman. 


High-school education; re- 


fused background informa- 
tion. 


Washington representative 


ILWU; former international 
secretary, Fisherman’s Union 
(mergea with ILWU). 


Attended Johns Hopkins Uni- 


versity; attended Moscow 
State Pedagogical Linguistic 
Institute. 1937-1938; M.S. and 
M. A.,Columbia, University; 
research worker for the Li- 
brary of Intercultural Stud- 
ies; formerly research direc- 
tor American- Russian Insti- 
tute* and adult education 
supervisor New York Board 
of Education, WPA project. 


High school and 1 year North- 


western University; former 
reporter, Tass News 
Agency,* covering Congress, 
State Department and 
White House. 


Education not stated; part- 


time employment in Wash- 
ington with Jewish Ledger, 
a weekly newspaper; part- 
time instructor in English 
language at Hungarian and 
Polish Embassies and Rus- 
sian Legation; former em- 
ployment: Bureau of Na- 
tional Affairs, Labor Rela- 
tions Reporter, Daily Re- 
port for Executives, General 
Electric Co, Lynn, Mass., 
during World War Il; 
junior caseworker for De 
partmient of Welfare, Balti- 
more, Md. 


Edueation not stated; lino- 


type operator, New York 
Times. 


house- 
wife, former employee United 
Electrical, Radio and Ma- 
chine Workers of America, 
Washington, D.C., National 


City Bank of New York, 
stenographer Tass News | 
Agency.” 


See footnotes at end of table. 


— ee 


| 
| 
' 





Principal questions refused 





Party membershi age by 
Tass and while employed by Marine 
Workers Industrial Union: reason for 
withdrawal from Party; activity as Part- 
courier; authorship of pamphlet, Seay 
men and Longshoremen Under the Red 
Flag, last paragraph stating “Join the 
Communist Party’; identity of alleged 
Party members. 

Present occupation; last time on water- 
front; receipt of money from Soviet. Em- 
bassy; expended funds in waterfront or- 
ganizational activities; active Party or- 
ganizer on waterfront during war; expul- 
sion from Party in 1946 and subsequent 
reassociation with Party; active Party 
member; last time he saw Harry a 

Present Party membership; past mem 
of Maritime Commission of Communist 
Party; attendance at Party meetings dis- 
cussing waterfront activity; Party mem- 
on? in 1936, 1937 while in Hollywood, 

alif. 

Present Party membership; Party member- 
ship in Musecow, Russia, during 1932-36 
and when hem ree as research worker 
by American- Russian Institute,” Board 
of Education, New York City, Roeke- 
feller Institute, and while in U. 8 Army. 


Party membership prior to 1940; present 
Party membership; member,of Veterans 
of Abraham Lincoln Brigade; number of 
trips abroad; use of alias. 


Present Party membership; whether on 
membership committee of District of 
Columbia Communist Party; acquaint- 
anceship with Jean Montgomery.” 


Present and past Party membership; Party 
plan to take over Typographical Union 
No. @; information concerning her union 
apprenticeship; whether she knows Jerry 
Zalph,* Albert Otto Albertson,* Harry 
Josephson and Leon Josephson,* Mrs. 
Ann Fonaroff, Amos Landman,” and John 
McManus;* whether she obtained news- 

aper positions for John Weilburg, Guy 
Richards, George Wells, Seymour Peck, 
Gilbert Millstein, John Horn, Danny 
Goldberg, William Gordon, John Me- 
Nulty, Jack Orr, and John S, Wilson; if 
she was secretary to Joseph Barnes on the 
New York Star; whether she was subse- 
quently secretary to John Desmond on 
the New York Times. 

Present and past Party membership and 
while Tass employee. 


a ncaa cece Se leat Po eae acne a ea eeeer satan ote a 


ciendaadiae 
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Witness 





Liveright, Mrs. Betty, 2239 
General Taylor St., New 
Orleans, La. 


Lubell, Cecil, Croton-on- 
Hudson, New York. 


Lurie, Sasha Small (Mrs.), 
345 Bleeker St., New 
York City. 


McManus, John T., 210 
East 27th St., New York 
City. 


Madell, Sam, 222 West 23d 
St., New York City. 


Mahoney, Dan, 185 South 
~— St., Irvington, 
5m 


Mardo, Bill (born William 
Bloom), 543 Ocean Ave., 
Brooklyn, N. Y. 


Mills, George, 69 West 
Boulevard, East Rocka- 
way, N. Y 


Montgomery, Jean, 


5041 
East 12th St., NE., Wash- | 


ington, D. C. 


Munsell, Alexander E. O., 
324 West 20th Ave., New 
York City. 


Background 


Education not stated; former 
program coordinator, TV 
station WDSU, New Or- 
leans, La. 


Harvard graduate; men’s wear 


consultant; former employee 
Fairchild Publications and 
Apparel Arts Magazine. 

Educated at Columbia Uni- 
versity; editorial depart- 
ment Tass News Agency,* 
former employee of Labor 
Defender* and Equal Jus- 
tice.* 


Education not stated; busi- 
ness manager National 
Guardian;* former employee 
New York Times and Mari- 
etta, (Ohio) Register; con- 
tributor to Time Magazine; 
congressional secretary to 
Congressman Isaacs, 24th 
Congressional District, 
Bronx, N. Y. 

Education not stated; car- 
penter. 


Education not stated; news- 
writer, New York Daily 
Mirror. 


Education not stated; former 
reporter, Tass News 
Agency* and U. 8. 8. R. 
Information Bulletin,’ 
Washingtton, D, C., contri- 
butor Daily Worker.* 


Education not stated; news- 


paperman; free-lance writer. 


Attended Antioch College but 


did not graduate; former 
administrative assistant Na- 


tional Recovery Act (NRA); 


former employee Paper 


Industries Coordinator, Tex- 


tile Workers Organizing 


Committee, investment firm 


of John W. Burden, Tass 
News Agency* as reporter 
in New York City and later 
in Washington to report 
congressional and executive 
department proceedings. 


Education not stated; retired 


businessman. 


See footnotes at end of table. 


| 


Principal questions refused 





Present occupation; Party membership 
about 1953 prior to leaving New York City 
for New Orleans, La.; affiliation and 
activity in New Orleans professional 
party branch and in Parent Teachers’ 
association, identification of herself in 
Daily Worker* picture; Party organizer 
in Queens County, N. Y.; identity of 
Party nominating petitions of persons 
seeking political office in Borough of 
Queens, N. Y.; identification of her 
signature on checks drawn on New 
Orleans bank. 

Present and past Party membership; 
acquaintanceship and association with 
Joseph North;* use of alias, 


Party membership day before and day 
after Tass employment; Party member- 
ship while employed by Committee for 
War Orphans in Stalingrad (New York), 
Labor Defender* and Equal Justice;* 
authorship of article, Women in Action, 
published by Worker’s Library Pub- 
lishing Co.,* New York City. 

Present Party membership; past Party 
activities; identification of Party mem- 
bers, associations, acquaintances; editor- 
ship of National Guardian;* occupation 
after 1948, teacher Jefferson School of 
Social Science,* New York: authenticity 
of prisoner-of-war letters obtained by 
torture. 


Present and past Party membership; 
editorship of Shape-Up and experiences 
therewith; activity of wife in agency dis- 
tributing Soviet films; dealings with Soviet 
Embassy and receipt of funds therefrom; 
experiences on waterfront; acquaintance- 
ship with Joe Stack. 

Present and past Party membership; 
identification of certain person on New 
York Newspaper Guild election slate 
as Communist candidate, 

Present and past Party membership; 
present occupation; Party membership 
while Tass* employee; contributor to 
People’s World*. 


Present and past Party membership; Party 
membership since about November 1950; 
acquaintanceship with and place of 
residence of Robert Blanchard* and 
immediate neighbors, East Rockaway, 
N, Y., together with any Party meetings 
there. 

Party membership the day before and day 
after Tass employment. 


Party membership; candidacy for member 
of city council on Party ticket at Balti- 
more, Md., in 1939; acqaintanceship with 
Bernard J. Weinkrantz. 











INTERNAL SECURITY—1956 REPORT 247 





Witness 





North, Joseph, Croton-on- 
Hudson, N. Y 


O’Dell, Hunter Pitts (alias, 
Ben Jones), 2319 Louisiana 
Ave., New Orleans, La. 


Phifer, Calhoun, 7314 Hurst 
8t., New Orleans, La. 


Russell, Maud, 103 West 
93d St., New York City. 


Schuman, Julian, 408 2d 
Ave.,;New York City, 


Shafer, Jack ,"Flushing, N, Y-. 


Background 


B. A., University of Pennsyl- 


vania; former employee, 
Chester Times (Pennsyl- 
vania), Labor Defender,* 
Daily Worker,* Labor 
Unity,* and New Masses.* 


Xavier (Louisiana) Univer- 


sity, 2 years; employee, Hol- 
om Cafe, New Orleans, 
La. 


A. B., Tulane University; em- 


ployee, Republic Car Load- 
ing and Distributing Co., 
New Orleans, La.; former 
seaman, 


M. A., Columbia University; 


studied at Woodbrook Col- 
lege, England; publisher, 
Far East Reporter; lecturer; 
former executive director, 
Committee for a Democratic 
Far Eastern Policy;* former 
employee, Chinese YWCA, 
China. 


Attended College of City of 


New York; writer and free- 
lance editorial worker; con- 
tributor to China Press, 
Chicago Sun Times, Den- 
ver Post, China Weekly Re- 
view,§ China Monthly Re- 
view,’ New World Review,* 
The Nation. 


Education not stated; copy 


reader, New York Times. 


See footnotes at end of table. 


88974—57——-17 


Principal questions refused 


Present Party members acquaintance- 
ship and meetings with Winston Burdett 
(who testified concerning same); contact 
with Soviet Intelligence while in Spain; 
acquaintanceship with Major Gen 
Kleber (commander, Loyalist Army) in 
United States and Spain; gave Krivtsky 
dossier to New Masses* publication; trav- 
el to Spain on own passport; use of his 
passp rt by others. 

Address; use of alias; Party district or- 
ganizer in New Orleans, Lis.; attendance 
at Party leadership school; order Party 
members under his supervision not to 
register in compliance with State re- 
qerernontns acquaintanceship with Paul 

obeson and Martha Stone,* and certain 
unidentified persons; apply Party direc- 
tives in organizing Communist cadres in 
South (when shown Party directives 
from Soviet Union). 

Party membership in 1954; past and present 
Party membership; active recruiter on 
Tulane University campus; association 
with Sam Hall, Jr., and Irving Goff. 


Present and past Party membership; 
knowledge of Party membership in 
Idaho; made address to groups under di- 
rection of Far East Reporter:* activity in 
formation of and directorship in Com- 
mittee for a Democratic Far Eastern 
Policy* (CDFEP); connection between 
CDFEP and Committee for a Demo- 
cratic Policy Toward China;* visits to 
Party national headquarters, New York 
City; identification of article appearing 
in Daily Worker* entitled ‘Facts Be- 
hind the Korean Crisis: Who Started the 
Shooting?” and if prepared by CDFEP; 
disposition of CDFEP records; whether 
CDFEP (1) engaged in campaign to dis- 
credit Chinese National Government 
(CNG), (2) urged halting all aid to CNG 
and withdrawal of U. S. Armed Forces 
from Japan, China, Korea, and with- 
drawal of General Wedemeyer from war 
theater; invitation on behalf of Far 
East Reporter* to Anita Willcox,* and 
Henry Willcox to lecture on “A Day ina 
Peking Prison” and discussion of “Justice 
in New China;” activity in Rosenberg 
case; belief in claim of use of germ war- 
fare by U. S. Armed Forces in Korea; 
sources of published letters from William 
Hinton; pertinent information concern- 
ing: Ting Pi Wu, alleged Chinese Com- 
munist delegate, Dr. Max Yergen, 
Israel Epstein, Guenther Stein, Talitha 
Gerlach, John W. Powell,* William 
Hinton,* Gerald Tannebaum, Anita 
Willeox,* Henry Willcox, Ida Pruitt, 
Frederick V. Field,* Corliss Lamont, 
Hugh deLacy,* Ted White, Lonis Wein. 
stock, Sam Cannon, Bella Dodd, Phi, 
Jaffee, Mrs. Fred Field, Johannes Steele 
China Monthly Review,’ Indusco. 

Past membership in Communist Party, 
Party membership when employed by 
China Press and when he wrote various 
articles while in Red China and appear- 
ing under his name in China Monthly 
Review, New World Review, (formerly 
Soviet Russia Today*), and The Nation; 
acquaintanceship with William Hinton 
and Maud Russell. 

Present and past Party membership; Party 
membership in 1930, 1940, 1949, and when 
employed by New York Times in 1955; 
severance from Communist Party; use of 
alias; whether he had Party alias name, 


Bonita ec as 


ea aes Lie 
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Witness 


Sherman, Alexander, 1742 
17th St., NW., Washing- 
ton, D. C. 


Shields, Esther Lowell, 127 
West 96th St., New York 
City. 


Smith, Jessica, correct name. 
Jessica Abt, 44 Central 
Park, West, New York 
City. 


Stone, John B., 2901 18th St. 
NW., Washington, D. C. 


Todd, Alden, 4872 Chevy 
Chase Blvd., Chevy 
Chase, Md. 


Todd, Laurence, 4805 Lang- 
am Lane, Chevy Chase, 


Background 


Motion-picture distributor 
for Soviet Artkino and 
other films; theater man- 
ager, Washington, D. C.; 
former publicity and‘ film 
consultant, Royal Norwe- 
gian Government; film 
critic, New York Times; 
education not stated. 
Education not stated; edi- 
torial work and reporter at 
United Nations for Tass 
agency.* 


Graduate Swarthmore Col- 
lege: editor New World Re- 
view,* former employee 
Soviet Russia Today,* U. 8. 
8S. R. Information Bulletin 
and American Friends Serv- 
ice Committee. 


Education not stated; pub- 
lisher, On the Washington 
Record, Washington, D. C., 
a newsictter; former voca- 
tions: Publisher, Billings 


(Mont.) Searchlight; radio | 


editor, Chicago Evening 

Post: feature writer, Chicago 

Daily News; rewrite and 

feature writer, Chicago 

Daily Times, night city edi- 

tor, assistant city editor and 

city editor various other 

Pereees Washington, 

D. C., correspondent for 
Newsweek and Bridgeport 
Herald; worked for Feder- 
ated Press, and National 
Guardian; U. 8S. Govern- 
ment assignments: Assist- 
ant Director of Public Rela- 
tions, Treasury 
ment; Public Relations Dir- 
rector, Bureau of Budget; 
chief publicity director, 
Solid Fuels and Oi] Divi- 
sions, Office of Price Admin- 
istration (OPA); special as- 
signiment writer, Office War 
Information (OW1). 

Graduate, Temple College; 
attended Swarthmore Col- 
lege; reporter, Federated 
Press; former employee, 
Sun Shipbuilding Co., 
Chester, Pa. 

High-school education; at- 
tended Michigan University 
246 years; former correspond- 
ent, Tass Agency* in charge 
of Washington, D. C., 
bureau; retired. 


See footnotes at end of table. 


Depart- | 





Principal questions refused 


Present Party membership and attendance 
at its meetings; information concernin: 
Jean Montgomery* and attendance wit 
her at Party meetings. 


Party membership prior to Tass employ- 
ment; acquaintanceship with and present 
whereabouts of James M. Shiclds* and 
whether he (Shields) was regional di- 
rector of National Labor Relations 
Board; supplied information to Shields 
concerning Conference for Peaceful Alter- 
natives,* held in Chicago in 1950 and his 
attendance with her; acquaintanceship 
with Steve Nelson; contributing editor 
to Labor Defender.* 

Past and present membership tn Com- 
munist Party; what individual made 
largest financial contribution to New 
World Review*; whether she used alias 
as pen name; whether she knew Robert 
Dunn as an undercover worker for Soviet 
Union; personal attendance at Harold 
Ware ommunist cell meeting, and 
whether Alger Hiss, Charles Kramer* 
and Victor Perlo* also attended: attend- 
ance at Party meeting with husband, 
John Abt.* 

Present membership in Communist Party; 
whether Conmunist meetings held at 
his home; past Party membership when 
in employ of U. S. Government from 
1940, when at Bureau of Budget, when 
working on Chicago newspapers before 
and on Washington, D. C., newspapers 
after the war; connection with Robert F. 
Hall newspaper unit of the Communist 
Party at Washington, D.C. 


Party membership time prior to 1955; 


severance from Party membership. 


Whether he visited home of David Wahl, 
Kensington, Md.; whether he remem 
bered a farewell party for Robert Hall, 
acquaintanceship with Nathan Gregory 
Silvermaster.* 
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i ea tle i 
Witness Background Principal questions refused 








Velson, Irving Charles, 1798 | Education not stated; repre- | Present and past Party membership; 
Bedford Ave., Brooklyn, sentative, International national military director in 1930 of the 


N. Y. Longshoremen and Ware- Young Communist League,* alias as 
housemen’s Union, New Charlie Wilson and Shavey Wilson; 
York City. Party member when organizing workers 


at Brooklyn Navy Yard during 1930 
and early part of war; Party member 
when secretary of Apprentice Associa- 
tion; frequent contact with Roy Hudson, 
Party functionary, when on executive 
board of Greater New York Industrial 
Union Council; organizational work for 
Alexander Stevens, alias J. Peters; denial 
of testimony of Louis Budenz that he 
Wasen) worked in close association with 
. Peters and that Peters was liaison 
officer between Communist international 
apparatus, United States of America, 
and Soviet secret police, 
Weissman, Samuel, 300 Ist | Education not stated; edi- | Present and past Purty wembership and 
Ave., New York City. torial index department, prior to 1948; existence of any Com- 
New York Times. munist cells subsequent to 1952; sup- 
porter of campaign in 1947; to elect 
John T. McManus president of New 
York Newspaper Guild; knowledge of 
any living persons to be or have been 
Party members; aid in distribution of 
publication known as New Times* and 
whether he ever saw same; divulgence of 
ast Party activities to employer (New 
ork Times). 
Zalph, Jerry, 15 West 87th | Education not stated; proof- | Present Party membership; member of 
St., New York City. reader, New York Times, Communist cell; employment by 
Workers Library Publishers;* leader- 
ship of Communist group at New York 
Times; obtainment of employment at 
New York Times for any Party member; 
knowledge of Communist influence in 
Typographical Union (Big Six); active 
conspirator to take over control of Ty 
graphical Union and through that Union 
eventually contro] Typographical Union, 
nationally. 


1 Used to propagandize American prisoners of war in Communist China during Korean war. (1955 Strat- 
egy and Tactics of World Communism, pt.27, p. 2259). 

2 Admitted membership in Communist Party while on oath. 

§ Admitted membership in Communist Party while testifying before House Committee on Un-American 
Activities in 1948. (See yol. 1, Report HUAC 1948). 

4 A former Soviet intelligence agent in Europe and the United States who defected in 1938, (See I. P. 
R. hearings—1951, pt. 1, p. 225.) 

§ Sunday edition, Daily Worker* (New York). 

® Successor to China Weekly Review. Monthly was used in propagandizing American prisoners of 
war in Communistic China during Korean war, and published anti-American topics. 

6 See footnote 1. 

7U.S. +. R. (Embassy, Washington, D, C.) publication. 

§ Communist publication in Red China used to propagandize American prisoners of war and published 
anti-American subjects. See vol. 23, exhibits 480, p. 1998, etc. Interlocking Subversion in Governmen 
Departments, report, 








ApPrenpix G 
Crrations ror Contempr or CONGRESS 


The Senate of the United States in 1956 cited for contempt of Con- 
gress eight witnesses who had appeared before the Subcommittee on 
Internal Security at hearings held during 1955 and 1956. 

The names and addresses of each of the cited witnesses, as disclosed 
by the transcript of record, follow. 


Harvey M. Matusow, Hotel Dauphin, Broadway and 67th Street, 
New York, N. Y. 
Mary Knowles, 413 Valley Forge Road, Plymouth Meeting, Pa. 
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Herman Liveright, 2239 General Taylor Street, New Orleans, La. 
Pauline Feuer, 2224 General Taylor Street, New Orleans, La. 
Seymour Peck, 67-98 Clyde Street, Forest Hills, N. Y. 
William A. Price, 446 West 55th Street, New York, N. Y. 
Robert Shelton, 191 Waverly Place, New York, N. Y. 
Alden Whitman, 555 Broadway, Hastimgs-on-the-Hudson, New York, 
All these witnesses, except Harvey M. Matusow and Pauline Feuer, 
were indicted on November 26, 1956, by a grand jury sitting at Wash- 
ington, D. C., on the charge of having violated the provisions of sec- 
tion 192, title 2 of the United States penal code which makes it a mis- 
demeanor for a witness to willfully refuse to answer any material 
question asked by a congressional committee. The grand jury took no 
action against Savvy M. Matusow. The citation of Pauline Feuer is 
to receive the attention of the United States district attorney for the 
eastern district of Louisiana. 


Harvey Matusow 


Harvey M. Matusow is the only individual in this group of eight wit- 
nesses who asserted the privilege of the fifth amendment. The re- 
maining seven witnesses claimed alleged privilege under the first 
amendment or some aspect thereof. Each witness was accompanied b 
personal legal counsel and was afforded full opportunity to consult 
with counsel at the time of his or her refusal to answer material 
questions. 

Harvey Matusow is no stranger to congressional and State govern- 
mental investigations of Communist activities in the United States. 
The subcommittee has heretofore publicly reported that, among other 
occurrences, Matusow had served as a witness and Government in- 
former at various times between 1940 and 1949 against the Communist 
Party, U.S. A. In this capacity, Matusow had also testified before 
the subcommittee in October 1952 and upon various occasions, he had 
testified at hearings conducted by the House Un-American Activities 
Committee, the Subversive Activities Control] Board and the Texas 
Industrial Commission. Matusow was also a Government witness in 
two criminal cases involving the prosecution of Communist leader 
Elizabeth Gurley Flynn and Clinton E. Jencks, a labor official. 

In January 1955, Matusow filed affidavits of recantation in the two 
criminal cases and later gave oral testimony to support the motions of 
defendants for a new trial. One month later a book “False Witness,” 
bearing Matusow’s name as author, appeared in published form. In 
this book Matusow asserted that he had voluntarily given perjured tes- 
timony in previous appearances before investigative committees. Since 
Matusow, between February 13 and October 8, 1952, had given sworn 
testimony before the subcommittee regarding the Institute of Pacific 
Relations, certain youth organizations and the International Union of 
Mine, Mill and Smelter Workers, the subcommittee held public hear- 
ings on February 2, 21, and 28, March 1, and 2, and April 20, 1955, for 
the purpose of determining, if possible, the truth or falsity of Matu- 
sow’s assertions. Matusow testified at these hearings. 

Matusow’s citation for contempt of Congress arose by reason of his 
willful failure and refusal to give responsive answers to 12 certain 
questions propounded to him at the subcommittee hearing held at 
Washington, D. C., on March 1, 1955. The subcommittee read to 
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Matusow eight questions which had previously been propounded to 
him when he testified in 1953 before the Texas Industrial Commission, 
and his replies thereto, and then asked him whether he gave such 
answers and if they were true. The remaining four unanswered ques- 
tions are deemed by the subcommittee to be material as to the identity 
(undisclosed) nature, and possible Communist connections, if any, 
of the person or corporation engaged in the manufacture of a toy 
which Matusow claimed to have invented and sold with royalty rights 
to the unidentified person or corporation. 

Matusow asserted the fifth-amendment privilege to refuse to give 
direct answers to all 12 questions and his separate refusals form the 
basis of his citation for contempt of Congress. 

The subcommittee believes that Matusow after having voluntarily 
given responsive and self-incriminating answers to the original ques- 
tions which were also incriminatory in nature, at the Texas hearing, 
thereby waived his right to assert the privilege of the fifth amend 
ment as a basis for refusing to give responsive answers to those certain 
eight subcommittee questions concerning the identical subject matter 
and pertaining to the correctness and truthfulness of his original 
statements. The subcommittee is also of the opinion that Matusow, 
by voluntarily disclosing the nature and type of his invention and all 
contractual rights thereto, had thereby waived the right to refuse to 
answer the four questions in this field which the subcommittee deemed 
pertinent to the subject of its investigation and necessary to clarify 
and explain the matter. 


Mary Knowles 

Mary Knowles has testified at subcommittee hearings on three dif- 
ferent occasions, on May 21, 1953, and July 29 and September 15, 1955. 
Mrs. Knowles received her education at Bates College, Lewiston, 
Maine. As of September 15, 1955, she was the librarian of the William 
Jeanes Memorial Library, at Plymouth Meeting, Pa., and prior to 
her employment there she had served elsewhere as an assistant li- 
brarian. She possesses more than average intelligence. She has an 
alert mind and was an adroit witness, as a review of the transcript 
of her testimony will show. 

When Mrs. Knowles first appeared before the subcommittee, she 
was advised by the chairman at the beginning of the hearing that the 
subcommittee had received sworn testimony (by Herbert Philbrick, a 
former member of the Communist Party who had joined it so as to 
report its activities to the Federal Bureau of Investigation) that she 
had been a member of a Communist cell at Boston, Mass. The chair- 
man further informed Mrs. Knowles that the subcommittee did not 
desire its evidence to impugn anyone who is now a loyal American, 
regardless of any mistakes he or she may have made in the past, and 
that it was now offering her full opportunity to freely and frankly 
deny the testimony. Mrs. Knowles was then asked a total of 8 ques- 
tions only, 6 of which concerned such matters as her membership in 
the Communist Party, her attendance at party meetings with Herbert 
Philbrick and various positions allegedly held by her at one university 
and one school in Boston. Two questions concerned her vocation as 
a librarian. Mrs. Knowles gave direct answers to the questions con- 
cerning her vocation, but asserted the privilege of the fifth amendment 
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to the remaining six questions involving alleged Communist activity 
on the stated ground “the answer might incriminate me.” 

At the time of her second appearance before the subcommittee, on 
July 29, 1955, Mrs. Knowles refused responsive answers to four cer- 
tain material questions, one of which required her to affirm or deny 
that she knew Herbert Philbrick. On this occasion Mrs. Knowles 
asserted the privilege of the first amendment as her basic defense for 
refusing direct answers. Her grounds for refusal are reflected by the 
following quotations taken from the transcript of the hearing: “I think 
it [the question] invades my constitutional rights”; “the questions 
have no pertinency to the national security at the moment and any 
relationship or nonrelationship are not valid points of inquiry at this 
time”; “the jurisdiction of this committee does not include such ques- 
tions”; “they [the questions] are not relevant to the question of na- 
tional security”; and “the questions are an inquiry into one’s thoughts 
and affairs.” The chairman ordered Mrs. Knowles to give direct an- 
swers to the questions on penalty of contempt of the United States 
Senate. After consultation with her legal counsel, Mrs. Knowles re- 
fused toanswer. Although the questions which she was then refusing 
to answer were of the same type and character as those propounded at 
the 1953 hearing, Mrs. Knowles neither asserted nor mentioned the 
fifth amendment privilege, but chose to rely upon the first amendment. 

At the hearing held September 15, 1946, Mrs. Knowles flatly chal- 
lenged the subcommittee’s jurisdiction. After answering certain pre- 
liminary questions, and when faced with a question pertaining to her 
street address at Malden, Mass., Mrs. Knowles stated, after consulta- 
tion with her legal counsel, that she is not a Communist. She stated 
further that she is not a member of the Communist Party. ( This is the 
identical point as to which she had previously claimed the privilege of 
the fifth amendment.) Continuing, she said that for many years she 
has had no connection, direct or indirect, with any organization on the 
Attorney General’s list; that she “has no knowledge concerning na- 
tional security” or of “the Internal Security Act of 1950”; that “in 
view of these things and the fact that I am a private citizen employed 
in a private institution under the care of a religious organization, I 
fee] that I have no information that would be within the power or the 
jurisdiction of this duly organized committee to ask me.” 

At the conclusion of her preliminary statement, the subcommittee 
asked Mrs. Knowles if she was ever a member of the Communist Party. 
She refused to reply on the grounds contained in her statement. The 
subcommittee informed Mrs. Knowles of her right to claim the fifth 
amendment privilege to refuse to testify against herself if she felt her 
answer might tend to incriminate her, whereupon she specifically stated 
that she was not relying upon the fifth amendment. The subcommit- 
tee then called her attention to the fact that she had claimed the privi- 
lege of the fifth amendment to certain questions propounded to her at 
the 1953 hearing and the first amendment to certain questions asked 
of her at the July 29, 1955, hearing. "When asked specifically whether 
she was asserting a fifth amendment privilege to questions to be asked 
today, she stated emphatically that she was not. Thereafter, without 
asserting any privilege, but relying upon her claim that the subcom- 
mittee lacked jurisdiction to question her, Mrs. Knowles refused an- 
swers to 57 material questions variously pertinent to her present mem- 
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bership and activities in the Communist Party and affiliations thereof, 
her acquaintances and associations with certain persons, and conceal- 
ment of matters from the subcommittee concerning Communist con- 
spiracy against the Government of the United States. 

Of the 57 questions, Mrs. Knowles refused to answer 56 on the sole 
ground that the committee lacked jurisdiction to question her on any 
matter whatsoever. She refused answer to one question on the sole 

round that such answer might result in publicity and subsequent em- 
arrassment, not to her personally but to a close friend. 

Near the close of her examination Mrs. Knowles, in no unmistakable 
terms, disclosed her reason for claiming the protection of the fifth 
amendment to questions asked at the 1953 hearing. In answer to the 
question, “In other words you felt in 1953 that the incriminating mat- 
ters were sufficiently recent that they would not have been barred 
by the statute of limitations?”, Mrs. Knowles replied, “That is cor- 
rect”. 


William A. Price et al. 


William A. Price appeared as a sworn witness before a subcommit- 
tee hearing at Washington, D. C., on January 5, 1956, and Robert 
Shelton, Seymour Peck, and Alden Whitman testified 1 day later. 
The subcommittee was conducting an investigation with respect to the 
scope of Communist activity in New York. During the subcom- 
mittee’s investigation of the scope of Soviet activity in the United 
States, Herman Liveright testified at Washington, D. C., on March 
19, 1956, and Mrs. Pauline Feuer gave testimony on April 5, 1956, at 
New Orleans, La. 

At the time of their appearance to testify, Peck, Shelton, and Whit- 
man were employees of the New York Times. Price worked for the 
New York Daily News. Peck isa writer, rewrite man and copy reader. 
Shelton is a copy editor. Price is a news reporter. Liveright was 
Progra director for WDSU, a television station at New Orleans, La. 
Mrs. Feuer worked part time as a juvenile court probation officer at 
New Orleans. She also attended Tulane University. 

With respect to education and past employment, transcripts of 
testimony disclose that Peck was formerly film critic and music direc- 
tor of the New York Daily Compass. He also worked for such New 
York publications as Cue Magazine, New York Star, and PM. 
Whitman, a former teacher of journalism at New York University, 
was previously employed by the New York Herald Tribune and 
the Buffalo Evening News. He is also a former employee of Tass 
News Agency, American Committee for the Protection of the Foreign 
Born, National Committee for People’s Rights, North American 
Committee To Aid Spanish Democracy, Film Audiences, Films for 
Democracy, and Veterans for Democracy. Price had previous em- 
ployment with the Springfield (N. J.) Sun and the Santa Paula 
(Calif.) Chronicle. 

Liveright attended a 2-year course at the Experimental College of 
the University of Wisconsin. Thereafter he had worked for the 
American Broadcasting Co. at station WABC in New York City, 
Joseph Gaer Associates, a New York publishing firm, and Paramount 
Pictures for about 12 years. 

Mrs. Feuer is a graduate of Tulane University, New Orleans, La., 
where she took a bachelor of science degree. She had previously 
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taught in the Philadelphia Public School of Science and served as 
an instructor of the English language between 1931 and 1932 in the 
Department of Education, Moscow, Russia. 

Shelton, who has a bachelor of science degree from Northwestern 
University, formerly worked for Fairchild publications. 

Peck, Price, Liveright, Feuer, Shelton, and Whitman all challenged 
the power, authority, and jurisdiction of the subcommittee to ques- 
tion them about any matter concerning Communism or any facet of 
their private affairs. Each one specifically refused to claim the fifth- 
amendment privilege after being notified of his or her right to assert 
it if honestly believing that a responsive answer might tend to self- 
incrimination. In lieu of such claim each witness based his or her 
refusal to answer on the ground either of privilege under the first 
amendment, or some self-conceived personal privilege. 

Seymour Peck admitted on oath that he had been a member of 
the Communist Party and of the Young Communist League in cells 
existing in New York City College and Hearn’s (New York City) 
department store, but asserted that he left the party in 1949 and 
that as of the date of his testimony he was not a Communist. He 
challenged the authority of the subcommittee to question him con- 
cerning his “personal associations, activities, and beliefs” or to force 
him to divulge the identity of former Communist cell associates whose 
activities, he stated, insofar as he observed them, were in no way 
unlawful. Asked whether he desired to plead the privilege of the 
fifth amendment, he replied: 


I have no interest whatever in invoking the fifth amend- 
ment. 


Alden Whitman admitted he joined the Communist Party at Bridge- 
port, Conn., in 1935, and retained his membership until 1949. He 
specifically denied having been a Communist since his employment by 
the New York Times. In refusing to answer pertinent questions, he 
followed the pattern set by Seymour Peck, and other witnesses, chal- 
lenging the jurisdiction of the subcommittee to inquire into his “private 
affairs, beliefs, and associational activities.” On this basis, he refused 
to identify or disclose the whereabouts of former associates in Com- 
munist cells or reveal his activities in connection with certain com- 
mittees cited by responsible sources as being subversive, When inter- 
rogated closely concerning the basis of his refusal to answer ques- 
tions, he stated : “It is not the immunity provisions of the fifth amend- 
ment. It is not entirely the first amendment. * * * I rely upon the 
general provisions of the first amendment, plus the (doctrine) of the 
separation of powers in the Constitution of the United States. And 
I rely also on Supreme Court decisions.” 

Seymour Peck and Alden Whitman freely admitted past mem- 
bership in the Communist Party. 

William A. Price also challenged the jurisdiction of the subcom- 
mittee to inquire into his “political and religious beliefs, any other 
personal and private affairs or associational activities.” He refused 
answer to material questions concerning past and present membership 
and activities in the Communist Party, his candidacy in 1949 on the 
party slate of the New York Newspaper Guild, whether he flew an 
airplane to Latin and South America, who accompanied him on the 


trip, and whether he knew Marcella Hitschmannova. 
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When Price was advised by the subcommittee that it wanted the 
record of the proceeding to show whether it was his intention to assert 
the privilege of the fifth amendment, he stated that he intended to 
stand on his written objection— 


and the objection does not include the fifth amendment. 


Pauline Feuer refused answer to seven material questions relevant 
to her past and present membership in the Communist Party and, in 
particular, at certain past times including (1) about 1935 when she 
taught school, (2) as of October 13, 1953, when she addressed a letter 
to a New Orleans daily newspaper (which published it) signed “Mrs. 
Joseph Feuer, Chairman, National Legislation, Louisiana Parent- 
Teachers Association,” and (3) on the date she was subpenaed to ap- 
pear as a witness before the subcommittee. Mrs. Feuer first objected 
to the questions on the ground that she was not a Communist. She 
thereupon presented a lengthy written statement in which she chal- 
lenged the jurisdiction of the subcommittee to inquire into her “polit- 
ical beliefs,” and her “personal affairs and associational activities.” 
When Mrs. Feuer was asked whether her prepared statement included 
an invocation of the fifth amendment, she et hied : “It does not include 
the fifth amendment.” To the question whether her refusals to answer 
were based upon her privilege against self-incrimination, she gave a 
negative reply. 

Herman Liveright refused to answer a total of 14 questions. These 
questions concerned past and present membership in the Communist 
Party, whether he took orders from the Communist Party and whether 
the party ordered him to come from New York to New Orleans, for 
the purpose of engaging in subversive activities in the Southern 
United States. In refusing to answer the subcommittee’s questions, 
Liveright followed the pattern of challenging the authority of the 
subcommittee on grounds similar to those used by witnesses Shelton, 
Price, Feuer, et al., and in similar written form. Liveright also ex- 
pressly stated that he was not invoking the privilege of the fifth 
umendment against the questions to which he refused direct answer. 

The subcommittee, by resolut: on, is charged with the duty of inves- 
tigating all phases of subversive activities in the United States coming 
to its attention. Its principal objective in subpenaing witnesses is to 
obtain factual information upon which to base legislation, if needed, 
and not to recommend that witnesses who refuse to answer questions 
material to its investigation be cited for contempt of Congress. How- 
ever, under the provision of section 192, title 2 of the United States 
Penal Code, it is a Federal offense for a witness to wilfully refuse to 
answer any material question propounded to him by a congressional 
committee. 

The Supreme Court, in the famed case of Brown v. Walker? long ago 
established the principle of law that if a witness voluntarily answers 
a question which in itself is incriminating, he has waived his right to 
invoke the privilege of the fifth amendment. This principle of law 
has never been overruled or supplanted and was followed in the recent 
case of Rogers v. United States.? 


1 Brown v. Walker (1896), 161 U. 8S. 591. 
® Rogera v. U. 8. (1951), 340 U. S. 367. 
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In the cases of Monia v. U. S83 and U. S., ew rel. Vajtauer v. Com- 
missioner of Immigration; the court ruled that if a witness desires the 
protection of the fifth amendment he is required to plead it. The 
Court further held in Smith v. U. S.° that the fifth amendment priv- 
ilege is deemed to have been waived unless invoked. In Hale v. 
Henkel * the Supreme Court established the rule that a witness may 
not refuse to give testimony on the ground that to do so would expose 
another to harassment or embarrassment. This ruling was followed 
in U. S. v. Singleton* when the Supreme Court stated that the fifth 
amendment offers only personal protection to a witness and that it 
does not permit him to premise his plea upon the fact that some third 
party might be, or even will be, incriminated in his testimony. 

In view of existing statutory law and pertinent decisions by the 
Supreme Court, the subcommittee had no alternative to recommend- 
ing that Harvey Matusow be cited for contempt of Congress for re- 
fusing to answer material questions to which he had waived his funda- 
mental right to refuse to answer, and that the witnesses who specifically 
refused to claim the privilege afforded by the fifth amendment, but 
instead challenged the jurisdiction of the subcommittee or asserted 
alleged “privilege” under the provisions of the first amendment, be 
likewise cited. 


ApprenbIx H 


The following is part of the subcommittee’s report on the episode 
of the Russian seamen, which was approved May 24, 1956. 


Tue EpisopE oF THE RussIAN SEAMEN 


During the course of its inquiry into the scope and nature of Soviet 
activity in the United States, the Senate Internal Security Subcom- 
mittee learned that five Russian seamen, who had sought asylum in 
the United States, had redefected and returned to the Soviet Union. 
There were indications that Soviet activity here had set this event 
in motion and the subcommittee sought, in discharge of its legislative 
mandate, to learn the circumstances surrounding this activity. 

After an inquiry of 15 days, the subcommittee has unanimously 
arrived at specific findings and has come to certain conclusions and 
recommendations. 


FACTS 


The Soviet tanker Tuapse, while carrying jet fuel to Red China on 
June 23, 1954, was intercepted and brought into port by the Chinese 
Navy. At the time, the Tuapse had a crew of 49 men. These 49 
were taken to Formosa, the Chinese Government’s island retreat. 

From all the facts in the case, it is apparent that the 49 seamen were 

iven a choice of returning to the Soviet Union or staying on Formosa. 
n the latter category were included those whose wish seems to have 
been to make their way to the United States. Of the 49, 29, through 


8 Monia v. U. 8. (1948), 317 U. S. 424. 

4U. 8. ew rel. Vajtauer Vv. Commissioner of Immigration, 273 U. 8. 173. 

5 Smith vy. U. 8. (1949), 337 U. S. 150. 

® Hale v. Henkel (1951), 201 U. S. 143. 

7 a v. Singleton (1952), 193 Fed. 2 441 (*¥rtiova*i granted, but reversed on other 
grounds.) 
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the diplomatic efforts of the French Government, went back to the 
Soviet Union; 20, or more than 40 percent, remained, 

In October 1955, on the recommendation of the Secretary of State, 
9 of the 20 seamen from Formosa came to the United States. After 
they arrived they were put on a parole basis as far as immigration was 
concerned. Of the 9 seamen, 3 obtained jobs in the Washington area 
and 6 in the New York area, 

From all the facts available, the 6 seamen who worked in the New 
York area encountered the problems and economic difficulties to 
which most people, immigrants and citizens alike, are subjected. 
However, they obtained jobs and the jobs were of such a nature that 
they were able to earn their livelihood. Their pay amounted to 
roughly $50 or $60 a week. Their scale of living was modest, but they 
began to make preparations which reflected the desire not only to 
become American citizens, but to integrate themselves completely 
into our society. Three of them had enrolled in school. Several of 
them gave evidence of considering marriage to young Russian- 
American girls in the United States. They gave every indication of 
appreciating life in the United States and, before that, life on Formosa. 

There were a series of efforts on the part of Soviet agents to contact 
the seamen. For instance, Ryabenko and Shishin were accosted in 
the New York subway and asked to return to the Soviet Union. 
There was evidence that threats accompanied this encounter. There 
was also an episode at a dance hall, at which letters, ostensibly from 
relatives, were delivered by Communist agents to two of the boys. 
Shishin was involved in both of these episodes, and he, above all the 
boys, seems to have been an especial target. Ryabenko received 
letters which bore appeals for him to return home from his mother, 
his father, his sisters, and his friends, and were very moving in content. 

In February of this year Soviet Ambassador Zaroubin, through the 
State Department, asked to talk to the sailors with a view to persuad- 
ing them to return home. At this time, the sailors wrote letters in 
reply, which were delivered to Mr. Striganoy, the counselor of the 
Soviet Embassy, on March 2, in the offices of the State Department 
Loukashkov’s letter read: 


All of us, particularly speaking for myself, are now living in 
America. Here I have found asylum and pleasant human 
relationships. At the present time I am attending classes 
studying the English language. I am getting accustomed to 
life in America and I like it here. The only thing disturbing 
me is the fate of my dear ones whom I have left behind in 
the Soviet Union. Since I am not in a position to help them, 
I pray to God for their protection. I want to live and work 
in peace. I understand perfectly that there is no road back 
to the past. I believe that any discussion regarding the 
subject will lead to no good whatever. 


The other letters were similar in content. Unfortunately, that did 
not end the matter in the eyes of the Soviet authorities. 

The subcommittee was able to go extensively into the cases of 
Solovyev, Ryabenko, and Vaganov, but its findings are to the effect, 
that the existence of the other seamen was gener comparable. 

Viktor Solovyev lived in a suburb of New York City, and had a job 
with a small manufacturing firm there. He lived in a roominghouse, 
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and with the assistance of an intelligent Russian-American, Col. 
Vladimir Rudolph, who seems to have been close to him, began to 
accustom himself to our ways. He also saw, from time to time, the 
other seamen who worked in and about the New York area. Solovyev 
led quite an uneventful existence, free from any contact with Soviet 
sources, up until April 1956. 

While he was in the George Washington Hotel in New York City, 
where he had been staying after a nose operation, and lying on his 
bed in the early afternoon of April 5, Solovyev was surprised by the 
incursion into his room of two Soviet citizens who flashed credentials 
which Solovyev believed to be those of the Soviet delegation to the 
United Nations. The two men bore letters purportedly written 
by Solovyev’s mother, which Solovyev did not read but put on his 
table. He did this so that what was in the letters would not influence 
him in a decision which he felt was about to be imposed on him. 
Solovyev subsequently acknowledged that he was frightened by this 
visit. The men asked him to return home to the Soviet Union, and 
when he refused to do so, they asked that he go to the home of Arkady 
Sobolev, Chief Delegate of the Soviet Union to the United Nations, 
and discuss the thing with him. Solovyev’s reply to the Soviets was: 


You must know who I am, a political criminal, a so-called 
enemy of the people. I am young, just 20 years old. If I 
were 40 years old, I would return to Russia and sit another 
20 years in prison, but I am young and [ like it here and I 
would like to stay. I did not betray my mother. I like my 
mother, but if I returned I wouldn’t see her anyway. I am 
not a betrayer of my people. I love my people even more 
than the American people. But I don’t want to return. 


While in the room, however, the two Soviet representatives, accord- 
ing to the sworn testimony of Solovyev, perpetrated an act of force 
and violence in that, when Solovyev walked into the washroom, they 
bolted the door of the hotel room. This act terrorized Solovyev and 
caused him to adopt a ruse to persuade them to depart. He told them 
that a representative of the Church World Service was due at the 
hotel at 2 o’clock and that therefore they had better leave at once— 
a statement which was not true but which succeeded in terminating 
the interview. 

Solovyev testified that the men called again the next morning 
(April 6), this time on the telephone, and that he put them off by 
making an appointment to meet them at a fixed streetcorner. Instead 
of meeting them, however, he proceeded to his home in the suburbs, 
and notified Church World Service. 

Meanwhile, another of the boys had also had visitors. The Federal 
Bureau of Investigation learned on April 6 that Shirin, who worked 
in Clifton, N. J., was called out of his job at 6:30 p. m., on April 5 
by two unknown men. He returned to his work, but the men returned 
again at 10 p.m. When he returned from this second interruption, 
he remarked: “Why don’t they let me alone?” Later, after work, 
he stopped at a tavern where he remarked to a friend that he was 
about to report the incident to the FBI. The friend urged him to do 
it the following morning (April 6). Shirin replied: “Tomorrow may 
be too late. They have already taken one of my friends.” He then 
used the words “Secret Police’ and “at the point of a gun.” (The 
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latter expression, according to the FBI informant, could have been 
figurative. ) 

On the night of April 5, Solovyev, Shirin, and Loukashkov became 
convinced that they had to band together to make some kind of 
courageous decision. Loukashkov, too, had been the object of a visit 
from Soviet officials, contemporaneous with Solovyev’s. By this time, 
moreover, they had learned that Shishin (another of the sailors) had 
visited the Soviet delegation, and apparently was in the hands of the 
Soviet authorities. 

The three (Solovyev, Shirin, and Loukashkov) met together in Inter- 
national House at Columbia University and talked until 5 o’clock in 
the morning of April 6, when they joined in a firm resolution not to go 
back to the Soviet Union. Solovyev has quoted Loukashkov as 
saying: 

I am not a small child and I know what it would do to me 
if I went back. 


As already noted, Solovyev testified that the Soviet agents phoned 
again that same morning. He told the agents that he would see them 
at 3 o’clock that afternoon (April 6), and then called Shirin and 
Loukashkov at International House, but now he was not able to speak 
with them. He experienced a fear, which was intuitive only, that 
even as he was trying to reach them on the phone there was someone 
with them. Solovyev never saw these two seamen again. 

As for the remaining two, Vaganov and Ryabenko, they were em- 
ployed in Paterson, N.J., and earned approximately $55 to $60 a week. 
They resided in a small house that adjoined a larger house in Paterson. 
The people from whom they rented their living quarters were Mr. and 
Mrs. Kowalew, a Russian-American couple who befriended them and 
apparently made them comfortable with respect to the material needs 
of life. According to the Kowalews, both boys were good tenants, 
dutiful with respect to their work, and exemplary as far as their living 
habits were concerned. 

The boys’ employer testified that on the night of April 5, there was 
coming to them in earned pay more than a week’s salary. Further- 
more, Vaganov had opened a bank account on the 5th of March and 
had made an initial $20 deposit in his account. 

On the night of April 5, however, shortly before they returned from 
work at 5 p. m., two persons described as Soviet officials paid them an 
unsolicited visit. hen Mr. Kowalew visited the boys’ house after 
the Russians had arrived, he noted that the boys were pale, frightened 
and ill at ease. The Russians indicated to Kowalew that they did 
not care for his presence in the boys’ living quarters. The boys made 
an effort to go out and buy something to drink and Kowalew, knowing 
that they had no money because they were to be paid the next day, 
offered to make the necessary purchase. The Russians, however, 
headed him off, and one of the Russians and Ryabenko went to a 
local liquor store and apparently bought 3 pint bottles of Smirnoff 
vodka and 7 bottles of beer. From that time on, no person friendly 
to the free world seems to have communicated with Vaganov and 
Ryabenko, except for income-tax authorities and immigration officials 
who had perfunctory meetings with the boys while they were shep- 
herded by Soviet officials. 
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Nor are there any witnesses to what transpired in the little house in 
Paterson that night; but when Mrs. Kowalew returned home shortly 
after midnight from her regular night employment, she noticed that 
the lights were still on in the little house. She noticed again at 3 
o’clock and later that the lights were still on, and expressed concern 
to her husband that this was not right in view of the fact that the boys 
had to be at work early the next morning. She testified that her 
daughter, before going to school, saw the two boys and the Soviet 
eed leaving the premises with suitcases. There were no 
other eyewitnesses to the events. However, the condition of the 
rooms when they were first entered by Kowalew on that morning of 
ees bore mute but revealing testimony to what must have tran- 
spired. 

There was wild disorder apparent at once. The rug in a bedroom 
was rumpled, a bed was pulled from its resting place, tables were out 
of position, the bedclothing itself was in wild disarray, there were 
photographs torn and scattered over the floor, phonograph records 
were smashed, and, most significant of all, there was a bloody shirt and 
undershirt which Kowalew testified had been worn by Ryabenko 
when the Russians arrived the night before. The Kowalews brought 
the shirt when they testified and turned it over to the committee. It 
bore a large hole over the right breast pocket that was very con- 
spicuous. According to the Kowalews, both the shirt and the under- 
shirt were bloodstained when they were found. Mrs. Kowalew had 
washed the shirt, intending to use it as a washrag after it had been 
abandoned by the boys. 

The Kowalews both assumed that the boys had been kidnaped by 
the Russians. That, however, was only a conclusion on their part, 
based on all that they had seen the night before and found that morn- 
ing in their rooms. The employer of the boys, when they did not 
arrive by noon that day, sent a Russian-American fellow employee to 
the Kowalews’ home to find out what had happened. When he dis- 
covered the conditions that spelled kidnaping to the Kowalews, he 
reported this fact at once to the FBI. That evening, the FBI inter- 
viewed this Russian-American youth and obtained some of these 
particulars. 

The FBI had thus learned many of the events involving Ryabenko 
and Vaganov in Paterson (but not the incident of the bloody shirt) on 
April 6, and on the “afternoon and evening” of that day orally in- 
formed the Immigration Service, the Justice Department, the CLA and 
the State Department of these and also of the aforementioned episode 
involving Shirin. 

Sometime during the afternoon of April 6, the 5 seamen (Ryabenko, 
Vaganov, Shirin, Shishin, and Loukashkov), in the company of two 
Russian officials, appeared at the Internal Revenue Service office in 
New York and routinely acquired income-tax clearance. The sub- 
committee interviewed the tax people involved, who stated that they 
had interviewed the seamen SHR ascertained that they owed no taxes 
because the amounts that had been deducted from their pay would 
“be exceeded the amounts that they owed, according to their calcu- 
ations. 
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On the afternoon of April 7, the five seamen, accompanied by a large 
number of Soviet officials, appeared at Idlewild Airport at approxi- 
mately 3:10 p.m. According to the testimony, they were completely 
surrounded by this group of Soviet officials, estimated to be between 
15 and 20 in number. They were interviewed perfunctorily between 
3:10 and 4:25 p. m. at the immigration office and were asked whether 
they wanted to return home to the Soviet Union. Jan Van Hoogstra- 
ten of Church World Service testified that, even though he had been 
counselor to the boys, he was not allowed to be at the hearing. In 
fact, he testified that he had been advised by a representative of the 
Central Intelligence Agency that it would not be necessary for him 
even to be at the airport. He eloquently voiced his concern by 
saying: 

I simply could not believe that the same Government 
which deliberated 8 months or 7 months to admit these people 
could decide in 5 times 5 minutes to let them go. 


Mr. Van Hoogstraten recognized the Soviet official who seemed to 
be in charge of arrangements. This official was Konstantin Ekimoy, 
first secretary of the Soviet U. N. delegation, who attends classes on 
the McCarran-Walter Act with Mr. Van Hoogstraten at New York 
University. 

At the immigration hearing itself, in the presence of the chief 
Soviet delegate to the United Nations, Sobolev, routine questions 
were asked of the boys such as: ‘Where did you get the nice suit 
of clothes you have?’”’; ‘Don’t you like it here in the United States?’’; 
“Why are you leaving?” 

When the question, ‘Do you think you have been fair in your 
dealings with the United States?” was asked, Sobolev at that time 
objected to the question and did not permit the boys to answer. 

The plane, a Scandinavian airliner, bearing the 5 seamen and 
2 Soviet officials, took off at 5 p.m. The following is a description, 
taken from the testimony, of the comportment and demeanor of the 
boys after the plane took off: 


They didn’t smoke; they didn’t speak; they didn’t read 
the newspaper. They just sat there on the airplane, just 
practically the whole way in. I mean, apparently, * * * 
the discipline at that point had reached the point where the 
discipline was fairly strict. 


On April 27, while the hearings of this subcommittee were in 
progress, there was released from Moscow a statement purportedly 
signed by the five seamen who had returned to the Soviet Union. 
The statement contended that the sailors were threatened and 
beaten on Formosa; that they had been planning, throughout their 
stay on that island, ways and means of escaping to some country 
where there was Soviet diplomatic representation; that they had 
learned from a newspaper report of the Soviet representative’s 
address in New York and that while in the United States they were 
surrounded by agents and people hostile to the Soviet Union. 

The 4 seamen still in the United States testified categorically that 
their treatment, as well as the treatment of the 5 redefectors, was good; 
that all 9 had known at all times of the address of the Soviet repre- 
sentative in New York, having been taken on a tour of the U. N. when 
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they first arrived in the United States and even shown the office of 
the Soviet delegation. They further testified that the five seamen 
in Moscow reflected every intention of staying in the United States, 
and had even joined in writing for publication in a New York news- 
oes an account of the friendly treatment they had received on 

ormosa and since their arrival in this country. In this letter, 
published on December 21, 1955, the seamen declared they had come 
to the United States “to stay,” had “deliberately chosen to live in 
the United States,” and “are grateful to the American people for 
their hospitality.” 

Moreover, the committee received testimony that on January 16, 
1956, 7 of the 9 seamen had addressed a letter to the editor of the 
Saturday Evening Post, warning that Stewart Alsop’s article, Those 
Smug, Smug Russians, in the issue for December 31, 1955, indicated 
that Alsop had been ‘deceived by Soviet intelligence organizations 
during his trip to Russia. They cited their own decision to remain 
here as evidence that Alsop was mistaken. 

Finally, in a phone call from Taipei, Formosa, to Washington, on 
May 2, 1956, Vladimir Benkovich, one of the seamen still on Formosa, 
read for the record portions of letters written from this country, by 
the seamen who subsequently redefected, to their comrades on For- 
mosa. Without exception, these letters spoke highly of the United 
States, and clearly indicated that the writers planned to live here 
permanently. 

On April 25, 1956, the State Department sent a note to Russian 
Ambassador Georgi N. Zaroubin referring to the circumstances sur- 
rounding the departure of the five seamen from the United States for 
the Soviet Union on April 7. The State Department held, after thor- 
ough investigation, 

that members of the Soviet delegation to the United Nations 
assumed authority and engaged in activities with respect to 
the seamen which are incompatible with the status of the 
Soviet delegation. 


The State Department contended that ‘the conduct of Aleksandr K. 
Guryanov and Nikolai Turkin was particularly objectionable.” The 
Department further objected to the intervention of the chief Soviet 
delegate to the United Nations, Arkady Sobolev, 


despite the presence of an accredited representative from the 
Soviet Embassy in Washington, during the interview con- 
ducted at Idlewild by the authorities of the Immigration and 
Naturalization Service prior to departure of the seamen. 


The State Department concluded that— 


members of the Soviet delegation to the United Nations 
thereby performed acts of an improper character exceeding 
the scope of their official capacity and thereby abused the 
privilege of their residence in contravention of the terms of 
the headquarters agreement between the United States and 
the United Nations. 


The Department called upon the Soviet Government to “instruct 
Ambassador Arkady Sobolev and his staff henceforth to adhere to 
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their recognized functions.” It further declared that the presence of 
Aleksandr K. Guryanov and Nikolai Turkin in the United States was 
no longer desirable and demanded that arrangements be made for 
their departure. 

On April 27, 1956, after the shocking facts had been brought to 
light through the public hearings of this subcommittee, Soviet Ambas- 
sador Georgi Zaroubin, in Washington, requested and was given an 
opportunity to talk separately with each of the four remaining seamen, 
under the supervision of Immigration authorities, on the occasion of 
their routine parole report. Once again Mr. Van Hoogstraten sought 
to be present; but Ambassador Zaroubin demanded that he be com- 
pelled to leave, and Mr. Van Hoogstraten agreed to do so. 

Zaroubin urged each of the seamen to return to the Soviet Union, 
offering them such inducements as promises of lenient treatment, a 
return to their old jobs, ete. To Soloviev, Zaroubin delivered yet 
another letter from his mother. Each of the seamen in turn, how- 
ever, flatly turned the Ambassador down. 

On May 1, 1956, Senator James O. Eastland, as chairman of the 
Senate Internal Security Subcommittee, wrote to the Honorable 
Henry Cabot Lodge, Jr., chief delegate to the United Nations for the 
United States, charging that on the basis of testimony heard by his 
committee it was clearly indicated: 


that Chief Delegate Arkady Sobolev of the U.S8.S. R. delegation 
to the United Nations and his staff have exceeded the scope 
of their authority in their drastic efforts to persuade, force, 
and coerce the nine Russian seamen who found sanctuary 
here in the United States to return to the Soviet Union. 


Senator Eastland included portions of the testimony in support of 
this statement. He then asked Mr. Lodge— 


to call formally upon the United Nations to do everything 
in its power to prevent further wanton abuse of the hospi- 
tality of the United States by Chief Delegate Sobolev and 
his staff. 


Shortly thereafter Mr. Lodge replied condemning the type of 
conduct described as “reprehensible in the extreme.”’ 

On May 8, 1956, Mr. Lodge informed Senator Eastland that he 
had called upon United Nations Secretary-General Hammarskjold, 
urging that— 


the United Nations should do everything in its power to 
prevent further abuse of the hospitality of the United States 
by the Soviet representative, Mr. Sobolev. 


He further pointed out that— 


such abuse of the privilege of residence in the United States 
by the Soviet delegation contravened the provisions of the 
headquarters agreement between the United States and the 
United Nations. 

EXPLANATIONS 


On the 4th of May, the Internal Security Subcommittee took 
testimony from representatives of the State Department, the Central 
Intelligence Agency, the Immigration and Naturalization Service and 
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the Internal Revenue Bureau. 
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* * * * * * * 


Mr. Morris. Now, have there been any policy decisions 
made by the State Department with respect to the attitude 
that I-NS should take toward the departing seamen? 

State DeparTMENT OrriciaL. Were there any policy? 
Yes, there were; yes. 

Mr. Morris. Will you tell us about those, sir? 

State DeparTMENT OrriciaL. Yes. On the Friday night 
before the departure, I-NS informed us of the impending 
departure of the sailors on Saturday, and they asked our 
advice, and we were in constant touch with I-NS and a certain 
agency, and the question came up as to the propriety of their 
departure. The State Department was interested in two 
things: that there was not evidence of criminal action on the 
part of the Soviet officials, that is to say, of open duress or 
force, and things of that kind; and the second thing we were 
interested in was that the sailors should be given opportunity 
to freely declare, themselves, that they were going home by 
their own free choice. 

Those were the two matters we were chiefly interested in. 

Mr. Morris. Was consideration taken of the fact that 
their redefection would be a psychological setback, let us say, 
or diplomatic setback for the United States? 

State Department OrriciaL. It was. We felt that it 
might be a setback and also might be a benefit, and we are 
proud of the fact in our country that people can come here, 
and if they do not like to stay here, they can leave freely. 

On one side, it was an advantage for the Soviets. They 
wanted to get these sailors back. On the other hand, we felt 
our record looked very well from the standpoint of world 
opinion, as contrasting our system with that of the Soviets. 
People can come here and leave as they wish. 

Mr. Morris. Wouldn’t the impression be given, sir, that 
these sailors had come to the United States from the Soviet 
Union and stayed here 8 months, and then having seen the 
United States, then elected to go back to the Soviet Union? 

State DepartMent Orriciau. That is certainly the im- 
pression the Soviets would like to give, and the one that 
they use in their propaganda. We, on the other hand, are 
se proud of the fact, as I say, that they came here, and 
if they chose to go home, they were permitted to go home. 

Mr. Morris. Now, did the State Department advise Im- 
migration on what policy to take? 

STATE DeparRtTMENT Orricia. Yes, sir, they did. 

Mr. Morris. What was the advice that the State Depart- 
ment gave to Immigration? 

State Department Orriciau. As I say, we first asked if 
there was any evidence of force or duress, and we were told 
by the various authorities that there was no direct evidence 


Those portions of the testimony 
which contain and explain the policy and action of the respective 
departments follow herewith: 
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which could be used for criminal action. Then, secondly, 
as I say, we advised and requested I-NS to have an interview 
arranged with the sailors before they departed from this 
country to ascertain whether they were leaving of their 
own free wish. 

Mr. Morris. In other words, you felt, sir, that if the 
evidence of duress was short of that standard which would 
be required for criminal conviction, that if it were anything 
short of that, you would waive that aspect of the matter? 

Stare DepartTMENtT OrrictaL. Yes, sir. 

Mr. Morris. And then failing that, you would recom- 
mend that they be given the opportunity to freely declare 
themselves? 

StaTE DepartTMEenT Orricriau. Yes, sir. 

Mr. Morris. Now, was there any other advice trans- 
mitted by the State Department to the immigration authori- 
ties? 

State DepartTMENT Orriciat. Not to my knowledge. 

* * * * * 

Mr. Morris. In other words, did you have all the facts of 
what took place in the boys’ rooms in Paterson, sir? 

State DepartMent OrricraL. You mean, that night or 
just before they left? 

Mr. Morris. Well, the testimony about that particular 
episode is when the landlord went to the room the following 
morning, and he described in great detail the condition of the 
room. For instance, the rug was crumpled, the beds were 
disarrayed, pictures were broken. 

Senator JENNER. There was a bloody shirt. 

Mr. Morris. There was a bloody shirt and there was a 
bloody undershirt. Now, did the State Department know 
that? 

Strate Department Orriciat. To my knowledge, we 
did not know of that. 

* * * * * 


Mr. Morris. Now, was there any advice that you gave 
the Central Intelligence Agency at any time? 

Strate Department Orricrau. I don’t believe so. It was 
a tripartite consultation, actually, on Friday night and 
Saturday morning. I think the other agency was giving us 
advice of one kind or another. It was consultation between 
the three. 

Mr. Morris. What was the advice that they were giving 
you, sir? 
’ Srate Department Orrictat. As far as I know, they 
were also interested in establishing whether any criminal 
action had been committed. 

Mr. Morris. And that was, again, the standard? 

State DeparTMENT OrriciaL. Yes, sir. 

+ * & * * 


ImmicRATION OrriceR. Following the initial approach to 
us in connection with the matter, the question was raised as 
to how they could be brought to the United States if the 
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final policy decision was made to bring them here. And we 
made reference to the fact that they might possibly be 
regarded as temporary visitors or, if it was felt that it was in 
the national interest that they be brought to the United 
States, perhaps the parole authority of the Attorney General, 
under section 212 (d) (5) of the Immigration and Nation- 
ality Act, could be utilized. 

After that conversation, there were additional discussions 
concerning the possibility of bringing them here, and I may 
say that I conducted those discussions myself, and I did 
advise at that time that before we would make any represen- 
tations whatsoever to the Attorney General—when I speak 
of ‘‘we,” I mean the Immigration and Naturalization Serv- 
ice—concerning the matter of bringing them to the United 
States, we would have to know about: 

(1) Were they thoroughly screened from a security 
standpoint; 

(2) We would have to have a document made avail- 
able showing that they could be returned to Formosa 
if they were actually brought to the United States; 

(3) That we would insist on having a Government 
agency sponsor, officially sponsor, the group; and 

(4) That we would have to have representations from 
the State Department that their entry into the United 
States was in the national interest. 

* * * * > 


The parole arrangement entered into between the Immi- 
gration Service and another Government agency stipulated 
that the parole was for a period of 1 year only, subject to 
such extensions as we might wish to authorize. It required 
that agency to file a detailed report with the Service at the 
end of each month, showing where they were located, any 
changes of address, any changes of employment, and any 
unusual features that might have developed during the course 
of the month. 

It was further provided that the parolee was to report 
to that agency once a week. 

1t was further provided that if any unusual features might 
have come up during the month’s period which we would 
have an interest in, that it was also to be furnished to us. 

These parole reports in the individual cases were filed and 
the conditions all met and stipulated by the agency con- 
cerned. The reports were filed as required, and the last 
report was filed April 2, 1956. 

Mr. Morris. Now, did the I-NS receive any intelligence 
that indicated that any of the terms of the parole were being 
violated or—a less strong word than “‘violated’’—that they 
might possibly be violated? 

IMMIGRATION OrFicer. No, sir. We did not—up to what 
point, now? 

Mr. Morris. Up until April 2. 
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IMMIGRATION OrrFiceR. Up to April 2, we did not have | 
any reason whatsoever, nor did we receive any information ; 
that these men had in any way violated the conditions of 
their parole. | 

Mr. Morris. So the period between October 1955 and 
April 2, 1956, was without incident so far as you were con- 
cerned, so far as Immigration was concerned? During that . 
period, everything that happened was routine? 

IMMIGRATION OrrFiceR. So far as we knew. 

Mr. Morais. In other words, the reports that you got all 
indicated that the men were not violating their parole and | 
that their stay in the United States was going along well? 

IMMIGRATION OrrFiceR. That is right, sir. 

Mr. Morris. Now, what happened after April 2? 

IMMIGRATION OrFicEeR. On the afternoon of April 6, at 
approximately 4:30 in the afternoon, [ received a call from 
the State Department to the effect that they had received 
information that one Victor Solovyev, one of the Tuapse sea- 
men, was in the office of the Church World Service in New 
York, and he had passed information on to the effect that five 
of the crewmen were about to redefect to the U.S. S. R. 

a” * * * * 


IMMIGRATION Orricer. At about the same time, or ap- 
proximately a little earlier, hike advice was received in our 
Intelligence Division furnished by the Central Inteiljigence 
Agency. Following receipt of that information, it was passed 
on to our New York office where these individuals were 
located. Shortly thereafter and the same afternoon, April 6, 
an inquiry was directed to us from the Central Intelligence 
Agency as to whether or not we could take action to prevent 
the departure or redefection of these Russian crewmen. 

Mr. Morais. If I understand that, sir, the Centra] Intelli- 
gence Agency asked you if you could take action? 

IMMIGRATION Orricer. That is right. That Agency was 
advised that in view of the fact that the seamen were brought 
to the United States on the recommendation of the Secretary 
of State that it was in the national interest, and considerable 
international foreign policy questions were involved, and fur- 
ther in view of the fact that the authority, the primary au- 
thority, under the departure control regulations rested with 
the Secretary of State, that we as a Service wouid not take 
any action to prevent departure based on the information 
which we knew at that time. 

* + * * ok 


IMMIGRATION OrricER. I say that for the reason that if 
information had been developed at the time of the interviews 
at Idlewild, that there was intimidation or coercion, our staff 
officer had been instructed to prevent departure. 

Mr. Morris. Now, sir, you did have legal authority to 
stay the departure of the seamen; did you not? 

IMMIGRATION OrricerR. Under section 215 of the Immi- 
gration and Nationality Act, the power to prevent departure 
of an alien is given to the President of the United States. 
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That power was subsequently delegated to the Secretary of 
State. The Secretary of State, in drafting his regulations, 
recognized that he would have to utilize the services of the 
Immigration and Naturalization Service because we are the 
only agency that has officers at ports-of-entry that could 
execute his powers. 

So therefore, in his regulations, our officers were desig- 
nated as departure control officers, and those officers were 
given power to prevent, temporarily to prevent, the depar- 
ture of certain categories of individuals. 

Mr. Morris. There are nine classifications; are there not? 

IMMIGRATION OFFICER. Yes. 

Mr. Morris. And nine circumstances under which you 
have the discretion whereby you can arrest the departure 
of an alien? 

ImmiGRATION Orricer. That is right, sir. 

Mr. Morris. Could you tell us what they are, sir? 

* * * * ES 


IMMIGRATION Orricer. Yes. It is title 22, Code of Fed- 
eral Regulation, entitled ‘Foreign Relations,” part 46, 
entitled, “Control of Aliens Departing from the United 
States,”’ section 46.3, categories (a) through (j). 

Is that adequate? 

Mr. Morris. That is adequate. 

However, it is the position of I-NS in this that the power 
was not exercised on the part of the Immigration Service be- 
cause it had been advised by the State Department that 
under the circumstances these men were not to be retained; 
is that right? 

ImMiGRATION OrFicER. That is right, but with this caveat, 
that if our officers at the time of departure were satisfied that 
the men did not want to go and were being coerced, intimi- 
dated, or whatever you may want to call it, they would have 
stopped them, and they had instructions to that effect. 

Senator McCLe.uan. Let the Chair ask you at that point, 
what did you do to ascertain whether they were being coerced 
or intimidated before you consented for them to go? What 
precaution did you take? 

IMMIGRATION OrFicer. We instructed our office at Idle- 
wild, N. Y., to have an officer interview each of the individ- 
uals separately to determine whether or not he was leaving 
the United States voluntarily. 

Senator McCieiian. Was that done? Were those in- 
structions carried out? 

IMMIGRATION OFriceR. They were, sir, in this manner: 
On the arrival of the seamen at the SAS air counter, Idle- 
wild, N. Y., they were advised by the immigration officer 
that he wished to interview each one of them separately. 

Mr. Morris. Now, who accompanied the seamen at this 
time? 

IMMIGRATION Orricer. On the arrival at the counter of the 
SAS airline by our officer, there was a large number of in- 
dividuals standing around the counter. 
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Mr. Morris. Soviet individuals? 

IMMIGRATION OrriceR. That I cannot say. I can only say 
that there were a group of individuals standing around the 
counter. Our officer asked the ticket agent of the airline 
to identify the seamen for him so that they could be taken to 
the office for questioning. Before the airline official could 
answer, a representative, who identified himself as a Soviet 
official, stated that he was representing the group. 

Mr. Morris. Did he give his name? 

IMMIGRATION OrFicEeR. No, sir; he did not. 

Mr. Morris. Was there any effort made to ascertain 
whether in fact he was a Soviet official? 

* * * aK * 


IMMIGRATION Orricrer. Before any further action could 
be taken, Ambassador Sobolev to the United Nations 
appeared on the scene, and he stated that he would take 
charge, and on being advised by the immigration officer that 
he wished to question the seamen separately, he stated that 
he would not allow them to be questioned unless he were 
present. 

Mr. Morris. Of course, that position would be inconsist- 
ent with regulations; would it not? 

IMMIGRATION Orricer. It has been the established policy 
and procedure worked out with the State Department that 
if a representative of a foreign power wishes to be present 
during the interrogation of his nationals, we have permitted 
it. In pursuance of that policy, the Ambassador and an 
individual identified as his counsel, were permitted in the 
room. 

Mr. Morris. Do you know the name of the counsel? 

IMMIGRATION OrrFicEer. No, sir; I do not, but I can prob- 
ably supply that for you. 

* * * * * 

Immicration Orricer. It must be borne in mind that 
during the interview the following persons were in the room: 
The immigration officer who did the interrogation; and 
another immigration officer who saw that the Ambassador 
and his assistant were kept at a distance from the seamen, so 
as not to interfere in any way with the questioning, nor in 
any wa could he attempt to intimidate them; the immigra- 
tion officer conducted his interview and asked each of the 
men the questions that were pertinent to whether or not they 
were leaving the United States voluntarily. 

Mr. Morris. How many questions were asked in each 
case? 

IMMIGRATION Orricer. So far as the immigration officer 
was concerned, I should say, roughly, 10 questions, all di- 
rected to the issue of whether or not they were leaving vol- 
untarily, whether there had been any intimidation, whether 
or not they were happy here, ‘‘Where did you get the nice 
suit of clothes you have?”’; and “How well dressed you are”’ 
and ‘‘Don’t you like it here in the United States 2”? and “Why 
are you leaving?”—questions of that character. 
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Senator McCLeLuan. Was a record made of those ques- 
tions? Do you have a stenographic record? 

IMMIGRATION Orricer. There was not a stenographic re- 
port of that interview. 

Senator McCLe.tuan. What is the reason for not making 
one in cases where you feel that they should be interrogated 
before they leave? 

ImmMiIGRATION Orricer. Actually, there isnothing in the 
regulations, Senator, that calls for a formal hearing of any 
kind. As a matter of fact, this sort of interviewing is not a 
regularly established procedure of the Service to the extent 
that we have given formal hearings, and have stenographic 
reporting. I think it must be remembered, too, that this 
thing came about rather hurriedly. Necessarily, the arrange- 
ments were a bit impromptu. 

Senator McCieuuan. The very fact that it came about so 
hurriedly, and knowing that they were in a sense refugees, did 
that not alert your department or your agency to some 
suspicion of what was taking place? 

IMMIGRATION OFrricer. Yes, sir; it did. That is why we 
had them interviewed. 

Senator McCuLetian. Then under those circumstances, 
did you have stenographic service available to you so that 
you might have made a record of the proceedings? 

IMMIGRATION OrrFiceR. We could have provided a record 
of the testimony taken, but the issues were rather limited as 
to what we wanted to inquire of at that point, and it was felt 
that the report of a responsible officer would be adequate in 
the circumstances. 

© a a 7 * 


Senator McCietuan. Now, let me ask you a question. 
Could the immigration authorities have stopped them at that 
time and prevented their leaving? 

IMMIGRATION OrriceR. I have previously testified also, 
Senator, that our officers at New York were instructed that 
if any information came to their attention during the inter- 
view or otherwise at the time of the proposed departure, that 
the individuals were being intimidated and coerced to leave 
the United States, that they were to prevent their departure. 

Senator McCie.ian. And they were expected to find 
that out with a personal interview with a top Soviet officer 
sitting in their presence? 

ImMIGRATION Orricer. That is right. 

Senator McCuieuian. Do you think that would give a fair 
opportunity to find out? 

ImmiGRATION Orricer. I don’t know that we had any 
other opportunity. 

Senator McCrietxian. You had an opportunity to say, 
‘““Well, we can’t grant it today.” 

IMMIGRATION OrricER. I must, in answer to that question 
go back to previous testimony which I gave while you were 
not here, Senator, to the effect that these travel control 
regulations are actually regulations issued by the Secretary 
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of State, and under his regulations he utilizes our officers 
who are at the ports of entry, to prevent the departure. 
These seamen were brought to the United States on repre- 
sentations made to our Service that it was in the national 
interest that it be done. 
* a * * + 


Senator McCue.uan. So the final responsibility for their 
departure rests with the Secretary of State? 
idimduavion Orricrer. With the one caveat again, that if 
our officers had learned at the airport that they were being 
intimidated, we would then have exercised the authority. 
* * * * * 


Mr. Morris. Sir, could I bring out a few things now that 
have come into the record of the Internal Security Subcom- 
mittee by way of asking you whether or not these facts 
would have been available to Immigration at that time? 
We had testimony from the landlord of two of the seamen 
who resided in Paterson, N. J., that the boys had been living 
at his home for a period of several months and that they were 
happy and content until the evening of April 5, on which 
occasion two officials of the Soviet delegation to the United 
Nations appeared at their home unsolicited. The appear- 
ance of these gentlemen at the home of the boys caused them 
to be very much upset. 

It was made clear to the landlord that he was to go away 
and leave these people alone; that 3 bottles of vodka were 
purchased by the Soviet representatives, and 7 bottles of 
beer; that the 4 of them, the 2 Soviet seamen and the 2 
Soviet officials, thereupon stayed in the room until 6 o’clock 
in the morning, at which time they departed. 

When the landlord entered the room the next morning 
after departure of the boys, he discovered that the room 
was in wild disarray; that pictures had been broken, records 
had been smashed, a bloody shirt and bloody undershirt 
were found; the rugs were crumpled, and there were many 
other evidences that force, and even violence, had been 
committed in the room. 

In the first place, I will ask you, was that information 
available to the immigration authorities? 

IMMIGRATION OrricmR. It was not, sir. 

* * * * a 


IMMIGRATION OrFicer. I want to make one thing eminent- 
ly clear for the record, that the decision as to whether or not 
these individuals should be prevented from departing from 
the United States on April 7 was not the decision of the Immi- 
gration and Naturalization Service. The State Depart- 
ment was advised that we would not make such a decision 
and that the responsibility was one for the State Department. 

Mr. Morris. Except that there was an exception, ac- 
cording to you, and that exception was, unless you ascer- 
tained that there was duress being forced upon these seamen? 

IMMIGRATION OrFicer. That is right. 
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Mr. Morris. Now, we would like to know what efforts 
the Immigration Service made to determine whether or not 
duress was being forced upon these seamen. 

IMMIGRATION OrricurR. On the basis of information avail- 
able to us, the men were questioned at Idlewild, as I previous- 
ly testified, and following that detailed questioning, there 
was no basis for a finding made there that they were being 
intimidated or coerced to leave the United States. 

Mr. Morris. Now, did you affirmatively ask other intelli- 
gence agencies, the Central Intelligence Agency, the FBI, 
or any intelligence agency of the State Department, or any 
intergovernmental agency, whether or not they had any 
evidence that duress may have been practiced on these 
seamen prior to their arrival at the airport? 

IMMIGRATION Orricer. I don’t know that we asked them. 
The natural assumption would be that if they had informa- 
tion, they would let us have it. 

Mr. Morris. That is the point I am trying to make—in 
other words 

ImMMIGRATION OrFicer. And the evidence that you referred 
to in your statement was not available to the Service. 

Mr. Morris. The point is, Sir, it could well be that there 
is a practice, a practice of the Government operations, that 
the action agencies expect that all intelligence information 
would be available up to the time of the decision, or it may 
be that intelligence agencies expect that before a decision is 
made by an action agency, they will inquire of the intelligence 
agencies what the facts are. 

In this case, it seems to be an important point, as to who 
has the burden of coming forward, whether the intelligence 
agencies at all times have the burden of coming forward with 
the evidence, or would the action agency consult with the 
intelligence agencies before they make a decision. 

IMMIGRATION Orricer. And in this instance, the action 
agency was the State Department. 

Mr. Morris. I think in this case, inasmuch as you 
said that the State Department set out certain conditions, 
under which you could exercise the authority to arrest the 
departure of the seamen, namely, if there was duress present, 
if you learned that there was duress present, either at the 
airport or from any other source, and you were the action 
agency, at least within that limitation. 

IMMIGRATION OFrFicerR. Within that limitation, yes, sir. 

Mr. Morris. Now, the point is, what steps did the 
Immigration Service take to ascertain whether or not there 
was being duress practiced? 

Senator McClellan has brought out that what you did was 
to have an interview in which ten questions were asked in the 
presence of the Soviet Ambassador, preceded by a demand on 
his part that he would not allow these men to enter the hear- 
ing unless he were present, which fact alone indicated to the 
men to a certain extent, that he was exercising his strong posi- 
tion in the hearing. 

Now, the point is, did I-NS do anything else to determine 
whether duress was being practiced? 
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ImMiGRATION Orricer. No, sir, we did not. But there 
was consultation with the Government agencies, Central 
Intelligence Agency and the State Department, over that 
weekend, before the departure. 

Mr. Morris. Now, April 7 is a Saturday morning. 

ImMiGRATION Orricer. That is right. 

Mr. Morris. The consultation took place when? 

IMMIGRATION OrricrR. It took place on Friday evening . 
and on Saturday morning. 

Mr. Morris. At that time was this evidence of duress that . 
is now being uncovered—was that evidence available or was it . 
discussed at any time during those conferences? 

IMMIGRATION OrricEer. It was not made available to the 
Immigration and Naturalization Service at that time. 

* * * * * | 
{ 
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Mr. Morris. Did Mr. Van Hoogstraten of the World 
Church Council, who from time to time acted as counsel for 
the boys—was he at the airport at the time? 

IMMIGRATION Orricmer. He was not, sir. 

Mr. Morris. He was at the airport; was he not? 

IMMIGRATION OrriceR. Our report of our officer makes no 
reference to Mr. Van Hoogstraten being at the airport, and on 
my questioning of the officer, he stated that he had never 
heard of the man, had never met the man, and he was not at 
the airport that afternoon so far as he knows. 

Mr. Morris. Are you aware of his testimony where he said 
that he sought to attend the hearing of the boys and was 
denied entrance? 

IMMIGRATION OrricreR. I have heard that statement, sir. 

Mr. Morris. But to your knowledge, you have no knowl- 
edge that would support the statement of Mr. Van Hoog- 
straten to that effect? 

IMMIGRATION Orricer. So far as our Service is concerned, 
he never made any application to be present. 

Mr. Morris. Have you any evidence to refute Mr. Van 
Hoogstraten’s statement that he sought entrance? 

IMMIGRATION Orricer. Other than the statement of the 
officer; no. 

Mr. Morais. But the officer’s statement was negative in 
effect? In other words, he did not know of any request on 
the part of Mr. Van Hoogstraten? 

IMMIGRATION Orricer. Let me broaden my testimony. 
Mr. Van Hoogstraten did not approach anyone in the Serv- 
ice, in the Immigration Service, for permission to appear at 
that interview. 

Mr. Morris. Now, you make that statement after a full 
investigation into that particular point? 

IMMIGRATION OrrFiceR. That is right, sir. 

Mr. Morris. And your statement is more than a statement 
o your knowledge that you know of no immigration official 
who—— 

IMMIGRATION OrriceR. That is right. 

1 * * * * 
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Senator McCLetian. May I ask you this question: You 
knew that there was a campaign on the part of the Soviets to 
get these folks to redefect. Do you think that the procedure 
that is now followed that permits their departure within 24 
hours after you get notice that they will undertake to de- 
part—do you think that allows sufficient time for the Immi- 
gration authorities or for the State Department or any other 
agency of Government that may have a responsibility, to 
make such an investigation as is necessary and would be 
necessary to determine the circumstances under which their 
departure is to be made when they have been coerced into it, 
or whether they have finally come to a conclusion of their own 
volition and free will to return to Russia? Do your pro- 
cedures as now provided by rules and regulations and by 
practice permit your agency, or service, to perform its 
function so as to protect the best interests of the United 
States? 

IMMIGRATION Orricer. As to possible redefecters in the 
United States, such as these Tuapse seamen and seamen off 
the ships, Polish ships, Praca and the Gottwald, we have a 
very close working relationship with those men. They must 
come to our offices every 2 weeks for an interview. They 
have been advised that if they are bothered in any way, in 
any sense, in any manner, they are immediately to get in 
touch with our officers. We have 24-hour service where 
they can call us. 

We have worked out arrangements with the local police 
and, of course, with the Federal Bureau of Investigation, 
that we will give them protection. We have had a few in- 
stances in the past couple of weeks where there have been 
approaches made. We are attempting to identify the indi- 
vidual that makes the approaches through various and 
sundry means. 

As to that group, Senator, we are doing everything 
humanly possible. 

Secondly, as to the group generally that might want to 
redefect, we have contacted all of the carriers, both surface 
and airborne, to immediately let us know if anybody books 
passage on aircraft going to any satellite country or to 
Russia so that we can immediately contact the individual to 
see whether or not this is voluntary, giving us more time 
to look into it, to check any security reports and any back- 
ground that we might have, and in that manner, Senator, we 
are trying to the best of our ability. 

But if in the final analysis the individual tells us he wants 
to leave, and wants to go, I do not really think that there is 
much we can do about it unless there is some 





Senator McCuie.ian. Then it would be well to have a 
30-day rule, that before they can leave the country, they 
have to apply and give notice that they plan to return so as to 
give not only your service but others having any responsibil- 
ity, to give them time for an investigation to ascertain 
whether they are really under duress or coercion. 
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Would not such a rule or procedure afford better protec- 
tion to them as well as serve Re best interests of our country, 
rather than let them be able to do it on just a few hours’ 
notice? 

IMMIGRATION OFrriceR. I can see value in that, Senator, 
yes. But I think we cannot lose sight of the other consider- 
ations. Complaint will then be lodged that you are deviat- 
ing from a policy that you have had from time immemorial. 

Senator McCieiian, You have to deviate from policies 
to meet contingencies if a contingency embraces some dan- 
ger to our country and to our welfare. 

IMMIGRATION Orricer. Then are we prepared to meet the 
retaliation that will come on our people? 

Senator McCie.uan. I am pretty sure we are, sir. 

IMMIGRATION Orricrer. I mean, those are only considera- 
tions that come to my mind. 

Senator McCuieiuan. I do not know that we have been 
shown any consideration. They have held them for years 
over there. I do not know how they could retaliate any 
worse than they have in the past. They certainly have not 
responded to our graciousness in consideration of them, and 
I think the only way you are going to get some response is 
to feed them a little of their own diet. I do not know, I might 
be all wrong, but this softness with them is not serving our 
interests very well. 

This is not personal criticism of you. I do not know at the 
moment whose responsibility it is to establish such a rule, 
whether your Service has the authority or whether that 
authority is reposed in our State Department. I do not 
know at the moment. But I just am wondering, in view 
of the experience we have had recently, whether anybody 
is giving any thought or consideration to tightening this 
thing up. 

* * * * «€ 


Mr. Morris. May I ask a few questions, Senator, on 
this point? 

Senator McCuetian. Surely. 

Mr. Morais. Sir, you mentioned that you had several 
other instances. where aliens on parole reported to you 
intimidation. Would it be possible for us to learn the 
identity of those so that we might look into the nature of 
the Soviet intimidation involved? 

IMMIGRATION Orricer. Could I check into that and let 
you know, Mr. Morris? 

Mr. Morris. Would you? You see, that is precisely 
what this subcommittee is endeavoring to do, to try to 
find out what steps the Soviet agents are carrying out in 
this country by way of intimidating people, and you have 
just mentioned that several people have reported that, and 
that would be directly within the scope of our inquiry. 

IMMIGRATION Orricer. I mentioned that case particularly 
because it showed that we as a service were trying to keep 
ourselves alerted. 
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Mr. Morris. Yes. You see, at the same time, why we 
require that information sir. 
IMMIGRATION OrFicer. I know. I realize that. 





Appendix J 


The following correspondence was exchanged between Chairman 
James O. Eastland and the Justice Department, regarding pending 
denaturalization and deportation proceedings. 

JUNE 18, 1956. 
The Honorable Hersert Browne, Jr., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 


Dear Mr. ArrorneY GENERAL: I write this letter to ask your as- 
sistance in a matter that constitutes a serious present threat to the 
internal security of the United States. 

Seweryn Bialer, who was a leading Polish Communist until his 
defection a few months ago, recently told the Internal Security Sub- 
committee that propaganda prepared by the United Electrical, Radio, 
and Machine Workers Union in the United States is the most effective 
propaganda device being used today by the Polish Communist leaders 
against their people. This propaganda is directed against America, 
and is further being used to keep the Polish people in bondage. 

Two of the leaders of this union have been James Matles and James 
Lustig. Both have been demonstrated to be Communists and both 
are the subject of denaturalization proceedings. I believe that your 
office filed denaturalization suits against them on February 13, 1952, 
and on December 16, 1952, respectively. Since that time apparently 
rothing has been done to enable the immigration authorities to follow 
up on their deportation proceedings. 

There is also the case of Constantine Radzi, who our record shows 
has been a member of the control or disciplinary committee of the 
Communist Party. Radzi was observed watching one of our hearings 
in New York in 1952, and was subpenaed to testify. In that case, both 
the Immigration Service and the Department of Justice acted ex- 
peditiously and filed a denaturalization proceeding on December 17, 
1952, against Radzi. Since that time apparently nothing has been 
done on this case. Radzi is not even on bail, and is pursuing his work 
uf undermining our Government without molestation. 

I further call your attention to the case of Louis Weinstock, against 
whom suit was filed on January 22, 1953, and to the cases of almost 
a score of other Communists who are still engaged in trying to destroy 
our way of life. 

May we have your assurance that the Department of Justice is 
taking all possible steps to expedite the denaturalization and deporta- 
tion of the named individuals, and of others in the same position ? 

With kindest regards, I am 

Sincerely yours, 


James Q. EAstLanp, 
Chairman, Internal Security Subcommittee. 
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DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATrorney GENERAL, 
Washington, D. C., June 26, 1956. 
James Q. EastLAnp, 
Chairman, Internal Security Subcommittee, 
United States Senate, Washington, D. C. 


Dear SENATOR EastiAnp: This is in response to your letter dated 
June 18, 1956, wherein you refer to the cases of James Matles, James 
Lustig, Constantine Radzie, and Louis Weinstock and ask my assur- 
ance that the Department of Justice will take all possible steps to 
expedite their denaturalization and deportation. 

As you know, the Department of Justice has been vigorously pur- 
suing proceedings designed to denaturalize and deport any natural- 
ized citizen whose presence in the United States may constitute a threat 
to internal security. This is but one aspect of the Department’s pro- 
gram to protect our national security against the criminal conspiracy 
of communism. 

As indicated in your letter, judicial proceedings to denaturalize the 
individuals referred to have been pending in the United States District 
Courts for the Southern and Eastern Districts of New York for some 
time. The delay in the actual trial of these cases has been due not 
only to congested trial calendars but also to an important legal issue 
which was but recently settled by the Supreme Court. 

In United States v. Zucca (125 F. Supp. 551 (S. D. N. Y., 1954)), 
it was held that revocation proceedings cannot be maintained unless 
the affidavit showing good cause therefor is filed with the complaint. 
This decision was affirmed by the Court of Appeals for the Second 
Circuit (221 F.2d 805). Since the filing of the affidavit would be dis- 
advantageous to the Government, the Department requested Supreme 
Court review. Pending Supreme Court decision, the cases filed with- 
out affidavits in the district courts within the second circuit were re- 
moved from the trial calendars. On April 30, 1956, the Supreme 
Court ruled, by a 5-to-4 vote, that the affidavit must be filed, United 
States v. Zucca (351 U. S. 91). The Department has since issued 
appropriate instructions to the United States attorneys governing 
the filing of the required affidavits. 

Insofar as bail is concerned, the defendants are all citizens until 
denaturalized and the pending proceedings are civil in nature. The 
law makes no provision for the detention of the defendants in such 
proceedings and there is thus no authority for bail. 

The Matles case in the eastern district of New York has already 
been set for trial and efforts are being made to have it placed at the 
head of the nonjury civil calendar for the October term. It will be 
personally presented by the Chief of the Criminal Division of that 
district. The Lustig, Radzie, and Weinstock cases will be restored to 
the trial calendar of the southern district of New York as soon as 
possible. You may rest assured that the Department is taking all 
possible steps to expedite the denaturalization and deportation of 
these individuals and of all others in the same position. 


Sincerely 
, Warren Oxney IIT, 
Acting Deputy Attorney General. 
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AppenpDIx K 
RECORDS OF CERTAIN UNESCO EMPLOYES 


Summaries of derogatory information on which the International 
Organizations Employes Loyalty Board filed advisory opinions with 
UNESCO, reflecting reasonable doubt of the individua ’s loyalty to 
the United States, follow here as they appear in a hearing December 
- at the testimony of Henry S. Waldman, Chairman of 
the Board: 


Mr. Sourwrne. Mr. Chairman, I would like to go into the 
matter of case histories of these UNESCO seven, if I may. 

Senator JoHnston. Proceed. 

Mr. Sourwine. We have been furnished with a summary of 
the case histories of these individuals, and I would like to 
ask, Mr. Chairman, that they may be ordered at this time into 
the record, but that the order be that the case history of each 
such individual will appear at that point in the record where 
we take him up and discuss him. That would save ordering 
them seriatim. 

Senator Jounston. It is so ordered, 


JULIAN ROBERT BEHRSTOCE 


Mr. Sourwine. The first one here, taking them alphabeti- 
cally, the first one is Julian Robert Behrstock. The sum- 
mary of the adverse information with regard to Mr. Behr- 
stock, as given to the committee in executive session, is here 
on page 1, and with your permission, Mr. Chairman, I would 
like to read it into the record. 

Senator Jonnston. You may proceed. 

Mr. Sourwine. “Reports of the investigation in the case 
of Julian Robert Behrstock contained information from vari- 
ous sources to the following effect : 

“That he was sponsor and a speaker on the panel of the 
American Students Union while he attended Northwestern 
University at Evanston, Ill., at a time when the American 
ee Union was under the domination of the Communist 

arty. 

“That at Northwestern University, in his capacity as editor 
for the Daily Northwestern, he wrote articles opposing the 
anti-Communist policy of the Naval ROTC at the college. 

“That thereafter he was active in the affairs of the United 
Office and Professional Workers of America, a Communist- 
dominated union. 

“That he resigned from the Foreign Broadcast Informa- 
tion Service in October 1947 rather than face security charges 
arising from his membership in the Magazine Writers Guild, 
and because of articles written by his brother, Arthur Behr- 
stock, criticizing the United States occupation policy in Ger- 
many. 

“That his brother, Arthur Behrstock, with whom he lived 
in 1948, has been active in the Communist movement for many 
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years; and that Julian Behrstock is sympathetic with and 
approves his brother’s activities. 

“That during his employment with the Foreign Broadcast 
Service in Tokyo, Julian Behrstock sympathetically associ- 
ated with a reporter who took refuge in the fifth amendment 
when questioned regarding membership in the Communist 
Party and membership on the Committee for a Democratic 
Far Eastern Policy; that he was also sympathetically associ- 
ated with a Canadian Communist who is an associate of his 
brother Arthur. 

“That he was a close friend of a Communist Party member 
who was associated with numerous Communist-front organi- 
zations. 

“That Jack Sargent Harris, who was dismissed from the 
United Nations because he refused to testify regarding his 
Communist Party membership, had refused to testify con- 
cerning his associations with Julian Behrstock on the grounds 
that such testimony might tend to incriminate him, Harris.” 

Now, did Mr. Behrstock appear before the Board ? 

Mr. WatpMan. Yes, sir. 

Mr. Sourwtne. When he appesse before the Board, did 
he refuse to answer questions 

Mr. WALDMAN. Yes, sir. 

Mr. Sourwine. Did he refuse to answer, among other ques- 
tions, questions as to when and under what circumstances he 
lived with his brother Arthur, whether he had knowledge of 
his brother’s Communist activities, whether he aided his 
brother in any Communist activity, whether he engaged in 
activities in concert with other members of the Communist 
Party, and so forth ? 

Mr. Watpman. That was the first time in Paris, in the 
summer of 1954. 

Mr. Sourwrne. You told us he subsequently appeared and 
testified before the Board ? 

Mr. WautpMAN. Yes, sir. 

Mr. Sourwitne. When was that? 

Mr. Waupman. I believe that was April 1955. 

Mr. Sourwine. That was almost a year later ? 

Mr. WatpmMan. Yes, sir. 

Mr. Sourwrne. That was after you had sent an advisory 
to the UNESCO officials respecting his apparent disloyalty ? 

Mr. WatpMman. Yes, sir. 

Mr. Sourwine. Now, in his testimony before the Board the 
second time, did Mr. Behrstock answer fully and freely all the 
questions the Board put to him ? 

Mr. WatpmMan. He did, sir. 

And, if I might say so, I was on the panel at that time. 

Mr. Sourwine. Were all of these questions, all the questions 
raised by this derogatory information, thoroughly covered at 
this hearing ? 

Mr. WatpMAN. Yes, sir. 

Mr Sovrwtne. Was it the opinion of the Board that Mr 
Behrstock was without question a loyal American ? 

&8974—57—_—19 
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Mr. Watpman. Oh, yes; we had him over the grill for at 

least 3 hours. 

Mr. Sourwrne. Who were the individuals who considered 
this case besides yourself ? 

Mr. WautpMan. I wish that I could remember. I was one 
of them—I am sorry, sir, I don’t know at the moment. 

Mr. Sourwine. Was that considered by a panel of three ? 

Mr. WatpMan. It was considered by the same people which 
heard the case in Europe. And we felt that he had amply 
explained—he said it was largely a matter of conscience, that 
in Europe he felt that way, “and that he was not going to 
testify. And then when he came to America, he said that he 
realized the error of his ways, and we questioned him in all 
these matters. 

Mr. Sourwine. Did he state whether he had ever been a 
member of the Communist Party ? 

Mr. WaAtpMAN. Yes, sir. 

Mr. Sourwine. Did he deny it ? 

Mr. WatpMan. Yes, sir. 

And I might say, there was nothing in the file to indicate it. 

Mr. Sourwine. And the Board was satisfied that he was 
not, and had not associated with Communists and not served 
the Communist purposes in anyway ? 

Mr. WatpMan. We were satisfied that he hadn’t served 
their purposes. 

Mr. Sourwine. In other words, all of the derogatory infor- 
mation in the file was negatived when he testified ? 

Mr. WatpMan. We felt that it was satisfactorily explained. 


Ee * * * * 
KATHRYN BERNSTEIN 


Mr. Sourwine. Sir, the Board considered the case of Mrs. 
Kathryn Bernstein ? 

Mr. WatpMan. Yes, sir. 

Mr. Sourwitne. Mr. Chairman, the adverse information 
with regard to Mrs. Bernstein was as follows: 

“Reports of the investigation in the case of Mrs. Kathryn 
Bernstein contained information from various sources to 
the following effect : 

“That she was a member of the International Workers 
Order, which has been cited as Communist-controlled by the 
Attorney General of the United States. 

“That she was married to a man who was a member of 
the 52d Ward Club of the Communist Party in Phila- 
delphia and who was also a member of the Wynne Park 
Club of the Communist Party. 

“That she was previously employed by a radio station 
in Philadelphia, to which she brought recordings which 
had a definite pro-Soviet slant, attempting to introduce them 
on the program, as a result of which she was discharged. 

“That she and her husband regularly subscribed to or ‘read 
Soviet Russia Today, the Daily Worker, and The Worker, 
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the latter two being official organs of the Communist Party 
in the United States. 

“That her interest in Communist propaganda was so in- 
tense that she became emotionally disturbed when the li- 
brarian, where she was canlovell canceled the official li- 
brary subscription to Soviet Russia Today on the grounds 
that it was Soviet propaganda. 

“That she gave as a reference a person who had a pengthy 
record of affiliation with Communist organizations and ac- 
tivities.” 

Can you tell us whether Mrs. Bernstein appeared before 
the Board ? 

Mr. WaupMan. No, she did not appear. 

Mr. Sourwine. She refused to appear ? 

Mr. WavtpMAN. Yes. 

Mr. Sourwine. And an advisory with respect to her was 
submitted. 

Mr. Watpman. Yes, on August 31, 1954. 

Mr. Sourwine. Was she subsequently dismissed from her 
position with UNESCO? 

Mr. Watpman. I understand she was. 


NORWOOD PETER DUBERG 


Mr. Sourwine. The Board considered the case of Norwood 
Peter DuBerg? 

Mr. Watpman. It did, sir. 

Mr. Sourwinet. The adverse information in the case of 
Mr. DuBerg, Mr. Chairman, was as follows: 

“Reports of the investigation in the case of Norwood Peter 
DuBerg contained information from various sources to the 
following effect : 

“That he has admitted being a member of the Communist 
Party for many years and has attempted to recruit others 
into the party. 

“That he has attended Communist Party meetings, signed 
Communist Party nominating petitions, subscribed to the 
Daily Worker, and to another Communist publication known 
as the National Guardian. 

“This his present wife is a member of the Communist Party. 

“That his divorce from his first wife resulted in large meas- 
ure from his failure to convert her to communism. 

“That while a member of the American Newspaper Guild 
in 1945-46, he actively advocated and supported the policies, 
ideologies, and objectives of the Communist Party and asso- 
ciated with members of the pro-Communist faction of the 
organization. 

“That he was employed for 2 years as an organizer of the 
American Newspaper Guild at a time when it was Communist- 
dominated and withdrew from the organization immediately 
after the left-wing forces were defeated in an election of 
officers. 
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“That he has been closely and sympathetically associated 
with members of the Communist Party and Communist think- 
ers for many years. 

“That since his employment by UNESCO he has identified 
himself and associated with a small group of Americans in 
that organization who are alleged to be Communists. 

“That he registered in 1938 and 1942 to 1948 with a branch 
of cor American Labor Party which was Communist-dom- 
inated. 

“That information critical of the Hungarian Communist 
regime which was conveyed to DuBerg in confidence by a 
Hungarian national was immediately transmitted to the 
Hungarian Secret Police under such circumstances as to sug- 
gest that DuBerg had communicated with them overnight.” 

Did Mr. DuBerg appear before the board ? 

Mr. Warpman. He did not, sir. 

Mr. Sovrwinez. Did the Board finally arrive at an adverse 
decision with respect to Mr. DuBerg? 

Mr. WatpMan. It did, on August 27, 1954. 

Mr. Sourwine. And an advisory to that effect was fur- 
nished ? 

Mr. Waupman. It was, sir. 

Mr. Sourwine. Did Mr. DuBerg subsequently cease to be 
employed by UNESCO? 


Mr. WatpMAN. I understood he was terminated. 
RUTH FROMA 


Mr. Sourwrne. Did the Board consider the case of Miss 
Ruth Froma ? 

Mr. WaupMan. It did, sir. 

Mr. Sourwrine. Mr. Chairman, reports of the investigation 
in the case of Miss Ruth Froma contained information from 
various sources to the following effect : 

“That from 1948 to 1949 she lived with her sister and 
brother-in-law, both of whom have admitted that at one 
time they have been sympathetic to Communist causes and 
the Communist Party line. 

“That for 5 years she lived with an admitted Communist. 

“That she herself was described by a close friend of her 
paramour as a ‘real Communist’. 

“That she was associated with a former schoolmate who 
was employed by Julius and Ethel Rosenberg, the executed 
atomic spies. (The schoolmate was associated with other 
espionage agents and is herself suspected of being engaged 
in espionage against the United States.) 

“That she was also associated with various other Com- 
munist sympathizers in New York. 

“That since her employment by UNESCO she has identi- 
fied herself with a small group of American Communists. 
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“That in July 1943 she signed a petition issued by the 
New York County Committee of the Communist Party. 

“That in February 1946 she registered for a Russian 
language course, sponsored by the American-Russian Insti- 
tute, an organization cited as subversive by the Attorney 
General. 

“That from 1947 to 1949 she was an official of a union 
which was expelled by the CIO, in 1950, for consistently 
following the policies of the Communist Party. 

“That she registered with the American Labor Party at 
a time when it was Communist dominated.” 

Did Miss Ruth Froma decline to appear before the Board ? 

Mr. WatpMan. She refused to appear. 

Mr. Sourwtne. Did the Board subsequently make an‘ad- 
verse recommendation ¢ 

Mr. Watpman. It did, sir, on the 27th day of August 
1954. 

Mr. Sourwrine. And she ceased to be employed by UN- 
ESCO? 

Mr. Warpman. Yes, sir. I might say, noting the date of 
the adverse determination, that we felt that this was a seri- 
ous matter, and as soon as we came back to the United States 
steps were taken to write up all these determinations and 
get them out with due speed. 


DAVID NEAL LEFF 


Mr. Sourwine. Did the Board consider the case of David 
Neal Leff? 

Mr. Waupman. Yes, sir. 

Mr. Sourwine. Reports of the investigation in the case of 
David Neal Leff contained information from various sources 
to the following effect : 

“That while he was employed by UNRRA, United Nations 
Relief and Rehabilitation Agency, in Yugoslavia, from 1944 
to 1947, he joined the Communist Youth Railway Organiza- 
tion, which was under the direction of the Central Yugoslav 
Communist Party. That during that period of time, al- 
though not required to do so by virtue of his official duties, 
he associated with a number of foreign Communists, and 
continually indicated his sympathy for the programs and 
policies of the Communist Party and his contempt for those 
of his own country. 

“That after he returned to the United States from Europe, 
in the spring of 1948, he attended classes for new members 
of the Los Angeles, Calif., branch of the Communist Party. 

“That in 1949 he became a member of the Aarone Club of 
the Communist Party (California). 

“That he also identified himself with a group of Commu- 
nist Party members in the Los Angeles area. 

“That he lived with, or in the home of, a professional 
Communist, spoke at meetings of Communist-front organi- 
zations, married a member of the Communist Party, and 


283 





284 


INTERNAL SECURITY—1956 REPORT 


returned to Europe on a vessel owned by a Communist- 
controlled company, booking his passage through a Commu- 
nist travel agency.” 

Did the Board consider the case of Mr. Leff? 

Mr. Watpman. It did, sir. 

Mr. Sourwine. Did he refuse to testify before the Board? 

Mr. Watpman. He refused to testify, and within 48 hours 
an advisory determination issued recommending that he be 
disassociated from it on July 23, 1954. 

Mr. Sourwrne. Did Mr. Leff subsequently leave the employ 
of UNESCO? 

Mr. Watpman. He did, sir. 


* * * bad * 
MRS, KATHRYN PANKEY 


Mr. Sourwine. Mr. Waldman, did the Board consider the 
case of Mrs. Kathryn Pankey? 

Mr. Watpman. It did, sir. 

Mr. Sourwine. Mr. Chairman, reports of the investigation 
in the case of Mrs. Kathryn Pankey contained information 
from various sources to the following effect: 

“That during 1946 and 1949 she was employed by the Civil 
Rights Congress, which is an organization cited by the Attor- 
ney General of the United States as a Communist-controlled 
organization, and which is reliably reported to have em- 
ployed only Communists or Communist sympathizers. 

“That she was married to Aubrey Pankey, who has a 
lengthy record of Communist activities dating from 1944. 
(Aubrey Pankey was a member of the Communist Party in 
1945; has been affiliated with a number of Communist-front 
organizations and activities, such as the National Negro 
Congress, the Lenin Memorial Meeting, the Joint Anti- 
Fascist Refugee Appeal, the Bronx County Committee Red 
Army Meeting, and the National Council of American- 
Soviet Friendship. In addition, he has actively participated 
in Communist-sponsored rallies, parades, and demonstra- 
tions in France and in Soviet-controlled countries, and has 
contributed to the success of such enterprises by appearing as 
a guest artist.) 

“That Kathryn Pankey is under her husband’s domination. 

“That in 1946 she registered as an affiliate of the American 
Labor Party and continued her registration with that party 
in New York for several years, in an area where the American 
Labor Party was under Communist domination and control, 
and at a time after it had been publicly stated that the 
American Labor Party was Communist-dominated.” 

Mr. Waldman, did Mrs. Pankey refuse to testify before 
the Board? 

Mr. WAtpMAN. She refused to testify, and on August 31, 
1954, an adverse determination was filed. 

Mr. Sourwine. Did she subsequently leave the employ- 
ment of UNESCO? 

Mr. WatpMaAN. She did. 
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HELEN JULIE VANGELDER 


Mr. Sovurwine. Did the Board consider the case of Miss 
Helene Julie VanGelder ¢ 

Mr. WatpMan. Yes, sir. 

Mr. Sourwine. Mr. Chairman, reports of the investigation 
in the case of Miss Helene Julie VanGelder contained infor- 
mation from various sources to the following effect: 

“That she was an active member of the Washington Book- 
shop, which has been designated as an organization under 
the domination and control of the Communist Party. 

“That she claimed at one time to have been employed by 
the Daily Worker, an organ of the Communist Party in New 
York. 

“That she was affiliated with a branch of a political party 
in 1946 which had been under the control and domination of 
the Communist Party since 1944 (American Labor Party, 
New York County or Brooklyn branch). 

“That she is a Communist sympathizer and apologist of the 
Soviet Union; that she attended language classes at the 
American-Russian Institute, an organization cited as subver- 
sive by the Attorney General.” 

Did Miss VanGelder refuse to appear before the Board ? 

Mr. Watpman. She refused to appear, although every 
facility was offered her, and on September 16, 1954, there was 
an adverse determination. 

Mr. Sourwine. Did she subsequently cease to be employed 
by UNESCO? 

Mr. Watpman. Yes; she was terminated. 


MRS, IRENE ANNETTE WILCOX 


Mr. Sourwine. Did the Board consider the case of Mrs. 
Irene Annette Wilcox? 

Mr. Wartpman. It did, sir. 

Mr. Sourwtne. Mr. Chairman, reports of the investiga- 
tion in the case of Mrs. Irene Annette Wilcox contained in- 
formation from various sources to the following effect: 

“That prior to June 1942 for quite some time her residence 
in New York was a station for Communists entering and 
leaving the city. 

“That one of those who resided in the house with the em- 
ployee was an Italian national who was the chief of the 
Italian Communist underground in European countries and 
one of the indefatigable builders of the Communist Party in 
Italy. 

“That the employee procured the release of this Communist 
when he was detained for illegal entry in the United States. 

“That she was the one who put up the bond for him to get in 
here in the first place. 

“That from 1940 through 1945 she worked as a research 
worker for a library owned by an alleged Communist Party 
member, most of whose employees were also Communist Party 
members. 
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“That as recently as 1944 she was a member of the Sacco- 
Vanzetti Club of the Communist political association in New 
York. 

“That in 1940 she registered as an affiliate of the Ameri- 
can Labor Party and continued in the section which was 
later described as under Communist domination and control, 
and that she continued that registration for several years 
after its exposure as a Communist organization. 

“That the man to whom she was married from June 1935 to 
May 1940 was registered as an affiliate of the Communist 
Party in 1936. 

“That the man to whom she was married from February 
1943 until April 1945 was also a member of the Sacco- 
Vanzetti Club of the Communist political association in New 
York, as recently as June of 1944, and had previously regis- 
tered in Spain for the Communist Party. 

“That since going to Paris, she has been closely associated 
with and is an influential member of a group of American 
citizens who are alleged to be Communists.” 

Did Mrs. Irene Annette Wilcox refuse to appear before the 
Board ? 

Mr. Watpman. She refused to appear, did not appear, and 
on September 3, 1954, an advisory determination was filed. 

Mr. Sourwine. Did she subsequently cease to be employed 
by UNESCO? 

Mr. Watpman. That is true. 





APPENDIX II 


Portrait or A Master Spy—J. Perers 


One Saturday morning in the early summer of 1949 a rotund little 
Hungarian waddled down the ramp of a New York airport to a 
waiting KLM airliner. 

J. Peters was not leaving the United States willingly, but as he 
paused at the door of the airplane he flashed a “Cheshire cat” smile 
over his shoulder. 

There was ample cause for self-satisfaction. His 25 years in 
America had been extremely productive. Only a few hours before, 
at an intimate little dinner party, a top Communist leader had said 
of him: 

“If I had to search and seek in my mind for any man who made 
a more significant contribution to the growth and development of 
the Communist Party in the United States, I could not find such 
other person.” 

In appearance Peters hardly seemed to fit that tribute. But under 
this pudgy frame there dwelt a scheming spirit which was the delight 
of the masters of the Kremlin. 

Peters was about 5 feet 4 inches tall. He had dark, bushy hair, 
and a moustache. His face, hands, and body were fat and round. 
He loved good food, took an occasional drink, and did not smoke.* 

For relaxation the little Hungarian read mystery and detective 
stories—a true busman’s holiday, because Peters, professionally, was 
the head of Soviet espionage in the United States. 

As with all master spies, Peters continues to be a man of mystery, 
though there is much material on his career. At one time he even 
oe before a congressional investigating committee, and a rare 
photograph of him taken at that hearing is reproduced in these pages. 
But the information is wispy and at times contradictory. There are 
gaps. 

Much of this is probably due to his use of many aliases during his 
long career. As a matter of fact, the name J. Peters is itself a pseu- 
donym, though it was the one he went by more than any other of the 
dozen or more names he used from time to time. 

His real name seems to have been Sandor Goldberger, but he also 
was known at one time or another as Alexander Goldberger, Jack 
Roberts, Steve Lapin, Pete Stevens, Steve Miller, Isador Boorstein, 
Blake, Steve Lapur, Alexander Stevens, J. Peter, J. V. Peters, and, 
of course, J. Peters. 

Louis Budenz, former editor of the Communist Daily Worker, 
referred to Peters as a “man of many names,” 


1Source material for this sketch may be found in pp. 1483-4514 of pt. 27, Seope of 
Soviet Activity in the United States. 
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J. V. Peters 


This photo was published August 30, 1948, by the New York Sun with an explana- 
tion that he is holding the papers served on him that day by the House Un- 
American Activities Committee (House Committee on Un-American Affairs) 


Sometimes he would change his name abruptly overnight, as illus- 
trated by this excerpt from Budenz? testimony : 

“Mr. Srrierinc. Now, early in your testimony you mentioned that 
you knew J. Peters as the head of the underground movement. Could 
you elaborate for the committee your know ledge of that activity of J. 
Peters as a Communist Party functionary ? 

“Mr. Bupenz. Yes,sir. You will note in my book, This Is My Story 
that Mr. Peters appears there, and that I refer to him as the man of 
many names. 

“In fact, I also speak, I think, about his reminding me of the 
Cheshire cat, or something, because he always had an artificial smile. 
But what I particularly noted there was his | many other names, Steve 
Miller, Jack Roberts, and many other names w ithin a short period of 
time. 
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“Mr. Nrxon. Will you name as many of those names as you can 
remember ? 

“Mr. Bupenz. Yes, sir. The thing is, of course, I learned some later, 
but the names that I recall immediately there in 1936 and 1937 were 
brought to my attention by the fact that Mr. Peters himself very 
bureaucratically told me about them; that is, I had to see him fre- 
quently on the ninth floor. He was then, I think, supposedly the or- 
ganization secretary of the party, although nobody knew him to any 
great degree. When I say ‘nobody’ most of the rank and file members 
did not know him. 

“T would have to go up there on business, and I would say ‘Comrade 
Peter’—and he said, ‘Now, my name is Steve,’ and he would be very 
abrupt about it, ‘Steve Miller.’ Then, later on, he told me his name was 
Jack Roberts. I came home and told my wife, ‘I’m getting dizzy trying 
to keep Peters’ names before me.’ But either then or on other occasions, 
I as his name to be Alexander Stevens, I think Alexander Gold- 
berg, an 

“Mr, Srrierinc. Did you know him under the name Isidore Boor- 
stein ¢ 

“Mr. Bupenz. I knew that was his organization name. I learned 
that from some source in the party, or other. Those are all of the 
names I can think of for the moment. But there were a number of 
names during the course of time.” 

But such an active agent cannot remain a complete enigma. In- 
formation gathered by the subcommittee from many sources, and 
brought together for the first time in our record, allows us to bridge 
some of the gaps. When the story is pieced together it forms a rea- 
sonably comprehensive whole. 

There are conflicting accounts of Peters’ early life in Hungary. 
John Lautner, former Socomadila’ Party functionary, told the Senate 
Internal Security Subcommittee on June 21, 1956: 

“He comes from Hungary. His father was a railway official, and 
they lived in Czop in the northern part of Hungary, and later on in 
Debrecen. And he took some law courses in Budapest, and durin 
the war he was a lieutenant in the Austro-Hungarian Army. aol 
prior to his coming to the United States for a number of years he was 
the regional secretary of the Communist Party in Czechoslovakia. 
The region under his jurisdiction was what is known as Pod Karpatska 
Russ, which was at one time part of Hungary, and later on became 
part of Czechoslovakia.” 

Peters gave more details of fighting in World War I to Whittaker 
Chambers, who worked under the master spy as a courier for a Gov- 
ernment espionage ring in Washington. The information was given 
to a congressional committee on August 3, 1948: 

“Peters told me at one time that he had been a petty officer in the 
Austrian Army during World War I, After the Bela Kun revolution 
in Hungary he was a member of the Soviet Government of Hungary, 
I think, in the Agricultural Commissariat.” 

Chambers testified again on August 30, 1948, before a congressional 
committee: 

“Mr. Nixon. Did Mr. Peters ever tell you of any of his experiences— 
IT am attempting to establish by this question 

“Mr. Cuampers. Yes; occasionally he reminisced, and I remember he 
told me of his experiences in the First World War when he was prob- 
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ably a noncommissioned officer on the Serbian front and later on the 
Russian front and then on the Italian front. 

“YT remember one incident especially of the Italian campaign. At 
zero hour they were supposed to advance against very strong Italian 
lines in the mountains, and the lines were considered so strong that it 
was feared that the soldiers, the Austrian soldiers, wouldn’t advance. 

“However, they did, and as they came into the Italian line they found 
line after line of men dead, the reason being that the Germans who had 
come up in support of the Austrians had shelled the Italians from be- 
yond the hills, and due to some structure of the terrain the Austrians 
had not heard the barrage. 

“He also told me that he was believed by the soldiers to bear a 
charmed life, so that during a heavy fire they would cluster around 
him, endangering themselves and him. 

“T remember him telling me that toward the end of the war, when 
the Austrian armies were crumbling, the first soldiers of the Soviets 
were appearing, he was called yp for some kind of insubordination, I 
believe, and took his medals and either handed them or tossed them at 
his superior officer.” 

This swashbuckling version of J. Peters’ war experiences was dis- 
puted by Louis Rethy Reed, a fellow Hungarian and one-time Com- 
munist colleague of Peters. Reed stated flatly that Peters got out of 
officers’ school too late for any fighting. Furthermore, he cast doubts 
on Peters’ Communist activity in Hungary. In a sworn affidavit to 
the Internal Security Subcommittee dated July 18, 1956, Reed said: 

“Alexander Goldberger was born at Munkacs in north Hungary in 
the year of 1897. He attended grammar school there. He finished high 
school at the Calvinist High School in the town cf Sarospatak and 
entered the Calvinist College in the city of Debrecen, where he studied 
law. After less than a year of college he was drafted to the army, but 
by the time he came out of officers’ school with the rank of ensign, the 
war was over. 

“He had no part whatsoever in the 1919 Communist uprising. He 
only began to give vague hints about his activities in Hungary after the 
actual participants like myself were gone. In fact, Szanto and Lustig 
related to me some very tall stories he told to the gullible American 
Communists and wanted me to call his bluff, but by then even such bait 
was not sweet enough for me to have any more contact with Earl 
Browder and his central committee.” 

At any rate, it is known that Peters, or Goldberger, arrived in the 
United States on February 10, 1924, at New York, for permanent 
residence. 

It did not take him long to swing into action. Almost immediately 
he appeared at a meeting of the Yorkville branch of the Hungarian 
Workers Federation, claiming membership in the Czechoslovak Com- 
munist Party. 

There was a shortage of intellectuals in the party. Peters learned 
fast and rose fast. Soon he was employed as a writer on the Uj Elore, 
Hungarian Communist daily. He had been recommended for the job 
by Louis Rethy Reed. 

Reed tells the story in eloquent fashion: 

“Scheming was his specialty even in those early days. It was he 
and James Lustig who convinced me that I have to accept the general 
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secretaryship of the Hungarian Federation in 1926. He knew quite 
well that with my affliction (TB) I would not last very long. And 
when in 1927 I broke down and was advised to take a rest in Arizona, 
he was elected to be my deputy and act with full powers of my office 
in my absence. 

“And act he did. The general secretary was also in charge of a 
dummy corporation which controlled the assets of the Uj Elore. With 
his signature and the signature of a dummy president (who was always 
controlled by the secretary) all the assets of the paper could be sold. 

“Early in 1928 I had a long-distance conversation with Peters. He 
told me that the Daily Worker went bankrupt in Chicago and unless 
we take them in and print them for cost they will be unable to pub- 
lish. I protested, knowing well that we were unable to pay our own 
er for weeks at a time and owed them large sums of money. 

{fy suggestion was that the Jewish Freiheit take them in, they were 
on a more solvent basis than we were. True, the Jewish paper had 
no English type, but I also suggested that we lend them two linotypes 
for the purpose. 

“Peters twisted my suggestion around and reported to the Hun- 
garian Bureau that I favor the merger of the Freiheit and the Elore 
printing shops. Since it was supposed to be my suggestion it was 
adopted and before I got wind of the scheme, the Elore buildin 
was sold at a loss and the building on Union Square was wuedhated 
with a fantastic mortgage the weak Hungarian paper could never 
pay off. All the assets of the Hungarian paper were signed over in 
my absence by my worthy deputy to a new dummy corporation con- 
trolled by the central committee of the Communist Party. Lovestone, 
who was secretary of the central committee, washed his hands and 
told me it was a voluntary action by the “generous” Hungarian com- 
rades. And he also reminded me that Peters had full authority to 
act in my absence. And Lovestone, the innocent, began to pay off. 
When in the fall of 1928 I returned to New York—hopping mad— 
there was little I could do to undo the damage. I resigned the secre- 
taryship and at the suggestion of Lovestone, Peters was elected in 
my place. Soon Peters also managed the merged printshop and even 
with his very poor English began to get important American 
assignments. 

“Then came the open letter of Stalin early in 1929. With the rest 
of the Lovestoneites I also left the Party and went west to nurse m 
TB. Peters, the opportunist, doublecrossed his mentor Lovestone an 
stayed on with the Foster group. And Earl Browder was also grate- 
ful and began to pay off. 

“In 1932 I took my last look at Moscow. The idea came from 
Browder, who thought that with a little bait he can get me back into 
the party. My idea was quite different. I was sure it will cure me 
for good. I had to report to Clarence Hathaway, who at that time 
was the American representative at the Comintern. To my great 
surprise it was my high-riding former deputy, Joe Peters, who acted 
as representative in Hathaway’s absence, who was called back to the 
States for some hurried conference. 

“He was very generous with me. He told me that the reason he 
did not hit back when I slapped him for the printshop swindle was 
because he always loved me. He lived in the Hotel Lux on Twerskaya; 
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in the same room I occupied when Russia got me out of the Hungarian 
prison in 1922. His roommate was Manya, an ugly talkative female 
I used to know in Los Angeles. Both of them attended the Marx- 
Lenin Institute, but Manya told me it was only a cover for the espio- 
nage school they were really attending. 

“Both of them worked on me to become a good boy again. But, 
after my return, I resigned the editorship of the Uj Elore. I organ- 
ized an illegal convention of the Hungarians in Cleveland, Ohio, and 
exposed the theft of the assets of the Hungarian paper. Szanto, Dr. 
Gyetvai, Lustig, Weinstock, and others stood with me and were disci- 
plined by Browder but later were lured back and given union assign- 
ments where they did their most damage to the tolerant country to 
which I have been loyal ever since.” 

This cynical ladder climbing was admitted by Peters years later 
to Chambers, who tells of it in his book Witness: 

“Deals were freely made to win away key figures to the new regime. 
Some years later, J. Peters was to boast to me that, for a price, he 
had brought over the Hungarian section of the Communist Party to 
the Stalinists. The price, he explained complacently, had been his 
appointment as chief of the whole underground section of the Ameri- 
can Communist Party.” 

In his new position Peters was one of the 2 or 3 most powerful 
men inthe party. He was not long in putting to use his new authority. 

“He was also a lurking figure of fate in the lives of millions of 
Americans who did not dream that he existed,” Chambers points out 
in his book. 

Peters’ devotion to the Communist cause is reflected even in his 
family life. He was married twice, according to available informa- 
tion, each time to active Communists. 

His first wife was Lilly Zirtes, who left him in the early 1930’s 
to marry another Communist, Rudy Baker, who was district organizer 
in Detroit, Mich., and later representative of the Communist Inter- 
national in Canada. 

By 1936, Peters had married Ann Rollins, also known as Ann 
Silver, a party functionary who later on became a section organizer 
for Communist Party membership in the United Office and Profes- 
sional Workers of America. 

Peters became an organizational specialist. As a Communist theo- 
rist, he was an instructor at the National Training School of the 
Hungarian National Bureau of the Communist Party in 1930 at 32 
Union Square in New York. Peters worked out of offices on the 9th 
floor of 35 East 12th Street, New York, which was the national head- 
quarters of the Communist Party. 

In 1932, as related by Reed, Peters went to Moscow and served as 
acting representative to the Comintern. 

His activities continued to expand. They were, in fact, so wide- 
spread that a concise listing is difficult. Chambers, however, gave an 
excellent description in his book: 

“Peters, of course, never sat down and disclosed to me the exact 
dimensions or the complex detail of his invisible empire. But I could 
gain some idea of its scope from the practical questions that from 
time to time he raised with me. They ranged from personnel prob- 
lems, involving men who were highly placed in the State and Treasury 
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Departments, to a problem of spontaneous sabotage by the Commu- 
nist secret cell in the airplane-propeller-casting room of an aluminum 
company. He was in touch with Communists in the Narragansett 
Torpedo Base, in the Electric Boat Co. (submarines for the U. 
S. Navy), in the Department of Justice, and in Hollywood, whose 
thriving underground made him ecstatic. He was also in direct touch 
with a number of separate Soviet underground apparatuses. For he 
operated a special apparatus of his own for the wholesale procure- 
ment of birth certificates and naturalization papers and for tampering 
with oflicial records—all a part of the important business of securing 
fraudulent passports.” 

Effective espionage workers must have skills, and Peters set about 
to provide them. While serving as district organizer for West Vir- 
ginia in 1936, John Lautner was instructed, along with other func- 
tionaries, to meet with Peters. 

The little Hungarian gave them instructions in the use of codes, 
and provided a number of different addresses in the Bronx and in 
Brooklyn where reports were to be sent instead of directly to Party 
headquarters. 

Paul Crouch, district organizer for the Communist Party in the 
Carolinas from 1934 to 1937, and later in Tennessee, told a congres- 
sional committee on May 6, 1949: 

“Peters gave me specific instructions regarding communications; 
the use of the codes under which confidential messages were to be 
sent; private addresses; details as to receipts; instructions as to the 
selection of parallel underground apparatus, ready at all times to 
take over; alternate Party organizers: the selection of a place in the 
country where the district organizer could hide out until contact was 
established with him, if he was not picked up; instructions as to the 
storing of both large mimeographs and a small collapsible affair which 
could be carried in a briefcase; instructions as to how to make gelatin 
duplicating devices in case of emergency; and similar measures; also 
plans for the division of the Party into groups of five, the groups being 
prepared to act as branches if the Party was outlawed.” 

Lautner said Peters was always concerned with developing in the 
Communist Party groups of young Party members who could uproot 
themselves and, at the service of the Party, be assigned into basic 
industries where they could become workers. 

“He always undertook to indoctrinate young Party members in how 
to function in these factories, how to carry out Party activities. He 
was one of the most effective colonizers of the Communist Party,” 
Lautner said. 

Another specialty of Peters was securing of false passports for Com- 
munists traveling abroad. There is evidence that he made several 
trips abroad using a passport under an assumed name. For instance, 
his trip to Moscow in 1931 was under the name of Isidore Boorstein. 

The usual technique was to obtain from birth records the names 
of persons who died in infancy. The Communist would then request 
a duplicate birth certificate for that name, which would be used to 
secure the passport. 

A vital procedure in the underground apparatus was constant evalu- 
ation of personnel. To accomplish this, Peters demanded frequent bi- 
ographies from functionaries. Lautner said he filled out 5 such exten- 
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sive questionnaires during his 16 years in the party. Peters appar- 
ently was in charge of the biographies, which helped Party leadership 
to place cadres in the positions where they would be most useful. 

Peters also had charge of security at plenums of the national com- 
mittee of the Communist Party, U.S. A. Each man and woman at- 
tending received admission cards, which were carefully checked at the 
entrance. 

Even Hollywood was visited by the omnipresent Mr. Peters. In 
1942 he journeyed there on a fund-raising venture, aimed to securing 
the release from prison of Party Chief E ‘arl Br owder, then languish- 
ing in a Federal prison for using one of Peters’ false passports for 
travel to the Soviet Union. His trip was reported to have been 
successful. 

An attempt was made by Peters to extend the influence of Com- 
munists into the Armed Forces. Lautner relates that he attended a 
meeting with other section organizers at Camp Unity in June 1935 
which was addressed by Peters, , and attended by Gerhart Eisler: 

“At this meeting, the report was given by J. Peters himself, and the 
gist of the report was that we must make a sharp turn in extending 
our activities and to begin to pay attention to Party at work, Party 
activities in the Armed Forces. In his report, he stated there was a 
survey made of how many Young Communist League members and 
how many Party members the Party has in the National Guard in New 
York City ; how many armories there are in New York City and where 
these members drill and train as members of the National Guard. 
Also, that these members of the National Guard, Party members, will 
be org: anized into groups and we will have to pay attention to them to 
assist them with an outside organization, with Party members organ- 
ized outside of the armories, ‘who would, on drill nights, fr aternize 
with the National Guard members and distribute literature to them 
and associate with them, become acquainted with them and bring them 
closer to the Party. 

“He also said that this work will be very closely checked and it will 
be followed up. It was done so. The person who was in charge of 
this meeting, of this phase of the Party activity in New York, was 
known to me as Jim F orrest, who later became the district organizer 
of the Communist Party in St. Louis. 

“At this meeting, Gerhart Eisler, in order to impress the necessity 
and the need for this type of activity, pointed out one of the grave 
errors the German Party committed when in the early Weimar Party 
days, the Communist Party completely neglected activities in the 
German and military organization known at that time as the Stahl- 
heimers, which was controlled by Hugenberger, one of the industrial- 
ists. Because of the neglect of this work on the ‘part of the Party, this 
military formation was s the main strength later on of the Hitler organ- 
ization, military organization.” 

Eisler, of course, was the American representative of the Communist 
ree wmeatt ene liaison between Moscow and the Communist Party, 
U.S.A 

But of all Peters’ pr ojec ts, the one which delighted his soul more 
than any other was an underground movement in 1 W ashington which 
penetrated to the highest levels of Government. 
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He once told Budenz that “the Communist Party is like a submerged 
submarine; the part that you see above water is the periscope; but 
the part underneath is the real Communist organization; that is, the 
conspiratorial apparatus.” 

The Washington operation fit that eee perfectly. 

It all began when Harold Ware, son of a noted Communist, went 
to Washington about 1933. He was chiefly interested in farm activi- 
ties. Once there, however, he made a rather interesting discovery. 

Whittaker Chambers tells what happened : 

“* * * Somewhat breathlessly, Harold Ware reported to J. Peters, 
the head of the underground section of the American Communist 
Party, with whom Hall was in close touch, that the possibilities for 
Communist organization in Washington went far beyond farming. 

“T do not know how many of those young men and women were 
already Communists when Ware met them and how many joined the 
Communist Party because of him. His influence over them was per- 
sonal and powerful. But about the time that Ulrich and Charlie were 
initiating me into the Gallery and invisible ink, Harold Ware and 
J. Peters were organizing the Washington prospects into the secret 
Communist group now known by Ware’s name—the Ware group. 

“Under oath, before the House Committee on Un-American Activ- 
ities, Lee Pressman, in 1951, testified that he, Witt, Abt, and Kramer 
had been Communists and members of this group. He also gave an 
account of its organization which may well bear a sketchy resemblance 
to its first formative stage. But, by 1934, the Ware group had devel- 
oped into a tightly organized underground, managed by a directory 
of seven men. In time it included a number of secret subcells whose 
total membership I can only estimate—probably about 75 Commu- 
nists. Sometimes they were visited officially by J. Peters who lec- 
tured them on Communist organization and Leninist theory and 
advised them on general policy and specific problems. For several 
of them were so placed in the New Deal agencies (notably Alger Hiss, 
Nathan Witt, John Abt, and Lee Pressman) that they were in a posi- 
tion to influence policy at several levels. 

“They were so well-placed that the thought had occurred to Com- 
rade Peters, and no doubt to others, that such human material could 
be used more effectively, and moreover, that it was poor organization 
to leave so many promising Communists in one large group where 
everybody knew everybody else. Peters proposed to separate the 
most likely ones (an almost invariable underground practice) and 
place them in another distinct underground—a parallel apparatus— 
much more rigorously segregated and subdivided. When advisable, 
other Communists would be added to this special apparatus from 
other undergrounds in Washington. For the Ware group was not 
the only Communist underground in the capital. This task Peters 
assigned to me.” 

A number of cells were set up, each cell being led by a man who 
formed part of a committee and an underground committee which met 
regularly at the home of Henry Collins in St. Matthews Court. 

Some time in 1934 Peters introduced Chambers to Ware, and 
eventually to all members of the underground committee. 

Peters was overjoyed. It was the ideal situation for a master spy. 
Here is how Chambers described it in his superb style: 
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“The first time I met Peters in Washington we walked from the 
Union Station to a downtown restaurant. In New York Peters’ man- 
ner had always been that of a minor commissar—a little more human 
than the breed, for he had a sense of humor—but reserved, innately 
distrustful, secretive. In Washington he was like a king returned to 
his kingdom—suddenly gay and expansive. He enlarged on the 
party’s organizational and human resources in Washington, mention- 
ing, among others, the man whose name he always pronounced 
‘Awl-jur’-—with a kind of drawling pleasure, for he took an almost 
parental pride in Alger Hiss. Then, with a little inclusive wave of 
his pudgy hand, he summed up. ‘Even in Germany under the Weimar 
Republic,’ said Peters, ‘the Party did not have what we have here.’ ” 

Then, according to Chambers, came a new development: 

“J. Peters, whom I was seeing regularly, gave the Washington 
activity a sudden new turn. I have already mentioned his plans 
for financing the American Communist underground with the help of 
the Russians. One day, by way of broaching this idea, he observed 
that, until the first 5-year plan began in the Soviet Union (circa 1929), 
the Communist International had subsidized the American Commu- 
nist Party. During the rigors of the 5-year plan, that subsidy had 
been stopped, and the American Communist Party had been ordered 
to support itself. ‘The beggars of the Machavaya,’ as Comrade Stalin 
sometimes graciously called the representatives of the foreign Com- 
munist Parties (after the Moscow address of the Communist Inter- 
national), would now have to beg elsewhere. This, said Peters, had 
worked great hardships. Therefore, he had contrived a plan whereby 
the Russian Communists might continue to finance the American Com- 
munist Party—for services rendered. Through the Ware group and 
others, Peters had access to Government documents. He proposed to 
connect me with the right people who would turn such documents over 
tome. Peters would provide me with a Leica camera. I would copy 
the documents, return them to whomever gave them to me and turn 
the copies over to Bill. If he were interested, Bill would pay for them. 
Peters appealed to me, as an American Communist, to cooperate.” 

Chambers cooperated, naturally, and he found a willing confederate 
in Alger Hiss, a bright young attorney: 

“T had reference to an episode that occurred while Alger was living 
at P Street. His position with the munitions investigation had become 
so strong that he himself proposed to me that he could use the authority 
of the Senate committee to secure confidential documents from the 
State Department, which I could then photograph and turn over to 
the Communist Party. 

“T discussed the problem with Peters. He was again excited by 
the possibility of selling material to Bill. I told Alger to go ahead. 
In the name of the Senate Munitions Investigating Committee, he 
requested certain documents from the State Department. The State 
Department was reluctant, but, in view of the popular excitement 
about the committee’s investigation, no doubt thought it advisable 
to release a few documents. These Alger brought home. I photo- 
graphed them in his P Street house.” 

Members of the Washington underground continued their upward 
climb, sometimes boosted by fellow Party members. Chambers listed 
the most important members in his book. They are: 
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John Abt, attorney in the Department of Agriculture, Works Progress 
Administration, Justice Department, ie chief counsel of the Sen- 
ate Committee on Labor and Education (La Follette committee). 

Solomon Adler, Treasury Department representative in China; Ameri- 
can representative on the American-British-Chinese Stabilization 
Fund. 

Virginius Frank Coe, Assistant Director, and later Director, Division 
of Monetary Research, Treasury Department; financial adviser or 
consultant to the Federal Security Administrator; Executive Sec- 
retary of the Joint War Production Committee of the United States 
and Canada, and assistant to the Executive Director of the Board 
of Economic Warfare; Assistant Administrator, Foreign Economic 
Administration; Secretary, National Advisory Council on Inter- 
national and Monetary Problems; Technical Secretary-General, 
Bretton Woods Monetary Conference; special assistant to United 
States Ambassador in London. 

Henry H. Collins, Jr., National Recovery Administration; Depart- 
ment of Agriculture; executive secretary, Subcommittee on Tech- 
nological Mobilization of the Senate Military Affairs Committee. 

Lauchlin Currie, Administrative Assistant to the President; Deputy 
Administrator, Foreign Economics Administration. 

Laurence Duggan, chief, Latin American Division, State Depart- 
ment. 

Harold Glasser, Treasury Department; adviser, loaned to Govern- 
ment of Ecuador; adviser, loaned to War Production Board; ad- 
viser on North African Affairs in Algiers, North Africa; adviser 
to Secretary of State at Moscow Conference in March 1946; mem- 
ber of the United States delegation to the first and second UNRRA 
council meetings. 

Alger Hiss, attorney, Department of Agriculture; Senate Special 
Committee Investigating the Munitions Industry; Justice De- 
partment; State Department, Director, Office of Special Political 
Affairs; Secretary General, United Nations. 

Donald Hiss, attorney, Labor Department; State Department. 

Irving Kaplan, Associate Director, National Research Project, Works 
Progress Administration; Special Assistant to the Attorney Gen- 
eral, Department of Justice; principal research economist, Office 
of the Administrator, Federal Works Agency; head economic ana- 
lyst, Statistics Division, Industrial and Commodity Research 
Branch, War Production Board; head program progress analyst, 
Executive Office of the Chairman, Office of Progress Reports, War 
Production Board; Director, Programs and Reports Staff, Office of 
the Administrator, Foreign Economic Administration; etonomic 
adviser, Foreign Funds Control Section, United States Control 
Council, American Military Government in Germany. 

Charles Kramer, National Labor Relations Board; Office of Price 
Administration; Senate Committee on War Mobilization; Senate 
Committee on Wartime Health and Education; Senate Committee 
on Education and Labor. 

Eleanor Nelson, Labor Department; treasurer, United Federal Work- 
ers, a union of Government employees. 

Victor Perlo, head of branch in Research Section, Office of Price Ad- 
ministration; War Production Board; Monetary Research, Treas- 
ury Department. 
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Lee Pressman, attorney, Department of Agriculture; Works Prog- 
ress Administration. 

Philip Reno, analyst, economist, Social Security Board; Farm Credit 
Administration; Office for Emergency Management. 

Vincent Reno, Aberdeen Proving Grounds; mathematical assistant 
to Colonel Zornig. 

Abraham George Silverman, Director, Bureau of Research and In- 
formation Services, Railroad Retirement Board; Economic Ad- 
viser and Chief of Analysis and Plans, Assistant Chief of Air Staff, 
Materiel and Services, Air Force. 

Julian Wadleigh, economist, State Department. 

Harry Dexter White, Assistant Secretary, Treasury Department; 
Executive Director, International Monetary Fund; Treasury repre- 
sentative with the Interdepartmental Lend-Lease Committee, Ca- 
nadian-American Joint Economic Committee, Executive Commit- 
tee on Commercial Policy, Executive Committee and Board of 
Trustees of the Export-Import Bank, Interdepartmental Commit- 
tee on Inter-American Affairs, National Resources Committee, Price 
Administration Committee, Committee on Foreign Commerce "Regu- 
lations, Interdepartmental Committee on Postwar Economic Prob- 
lems, Committee on Trade Agreements, National Munitions Control 
Board, Committee on International Relief, Board of Economic War- 
fare, Executive Committee on Economic Foreign Policy, Liberated 
Areas Committee, Office of Strategic Services Advisory Commit- 
tee, United States Commercial Corporation, Interdepartmental 
Committee on Planning for Coordinating the Economic Activities 
of United States Civilian Agencies in Liberated Areas. 

Nathan Witt, attorney, Department of Agriculture; secretary, Na- 
tional Labor Relations Board. 

* 2 * * * * & 
Peters was to maintain his control over the Washington under- 
ground until after World War II when Whittaker Chambers—a 
reformed Communist—finally got his chance to tell his story before 

a congressional committee. 

By 1947 Peters was hiding from the immigration authorities. In 

1948 when the pumpkin papers came to light, his empire crumbled. 
But he was still audacious enough to instruct John Lautner to 

lot with Nathan Witt to intimidate Chambers just before the story 
roke. Here is Lautner’s account: 


“Mr. Lautner. Yes. I was told by Peters, a day or two before the 

umpkin story broke, to see Nathan Witt. I went up to Nathan 
Witt's office and was introduced to Lee Pressman, another lawyer 
there, and then I and Nathan Witt went downstairs. Near the build- 
ing was a bar and there he told me—— 

“Mr. Manpet. Who told you?” 

“Mr. Lautner. Nathan Witt. That we must find some means by 
which we could intimidate Whittaker Chambers. He expressed his 
views that Whittaker Chambers is easily intimidated. 

“He suggested finding where he worked at Radio City in the Time 
offices and if he would ‘only send him a bouquet of flowers or lilies, 
Bae that, he would know the Party is keeping an eye on him and he 

stop talking. When I left Nathan Witt I got $100 from him 
d1 assigned a Party organizer in transit from Brooklyn to follow 
a this suggestion of Nathan Witt. The Party organizer came back 
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to me the next day saying that Whittaker Chambers was not around 
the Time offices. He was somewhere down in Maryland. 

“The next day the pumpkin story broke. Nathan Witt called me 
up at my residence and told me to drop everything, not to do any- 
thing in relation to the project that we were discussing. The next 
Saturday morning, I think it was a day later, he came down and I 
gave him back the money. I met him on 22d Street on 7th Avenue 
and gave the money back to Nathan.” 

At the time Peters gave these instructions he was “lying low” in one 
of a succession of temporary hiding places in the New York area. 
In the summer of 1947 he had stayed in Lautner’s apartment. But 
he made the mistake of driving to upstate New York, where he was 
picked up by immigration officials. Shortly afterward, Peters went 
underground. 

In 1948 Lautner was instructed by John Williamson to again 
assume the task of hiding Peters. Thereafter Peters skipped from 
hiding place to hiding place until the Chambers story broke. At 
that time Peters was on a farm near Easton, Pa. 

Shortly after, the Immigration and Naturalization Service asked 
that Peters be produced, since he was on bond. 

Peters appeared before a grand jury which had heard the testimony 
of Whittaker Chambers. 

On August 30, 1948, Peters testified before a congressional com- 
mittee in New York. He answered only insignificant questions, in- 
voking the fifth amendment in refusing to answer all others. 

A warrant for Peters’ deportation was issued April 12, 1949. On 
May 3, 1949, an order was entered granting him cola departure 
from the United States. Three days later he boarded the airliner 
for his native Hungary. 

Prior to his departure, his wife, Ann Rollins, called at the Hun- 
garian Embassy and picked up a passport for him. 

Lautner heard from him once more when Peters wrote for clip- 
ings about the Chambers’ testimony and Hiss trial in 1949. In his 
etter he said his assignment in Hungary was to supervise all publica- 
tions going to Hungarian Communist Party members and sympa- 
thizers throughout the world. 
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LETTER OF TRANSMITTAL 


JaNuARY 25, 1957. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


Dear Senator Easttanp: The Subcommittee on Antitrust and 
Monopoly herewith transmits for the information of the members of 
the Committee on the J udiciary a staff report entitled “Corporate 
Mergers and Acquisitions.” 

This report is in the nature of a research study and was prepared by 
Jesse J. Friedman, economic consultant to the subcommittee. The 
report is one of several studies initiated when the late Senator Harley 
M. Kilgore was chairman and carried out under the general supervi- 
sion of Joseph W. Burns, former chief counsel, and “Donald P. Me- 
Hugh, subsequent chief counsel. 

One of the major fields of investigative and legislative activity of 
the subcommittee has been that relating to the merger problem. This 
problem has assumed steadily increasing importance in recent years. 
In 1950, the Congress amended section 7 of the Clayton Act with the 
intention of making it a more effective instrument in dealing with 
the merger problem. It is significant to note, therefore, that in every 
year since the enactment of that amendment the number of such trans- 
actions has progressively increased and is close to an all-time record. 
The numerical count of mergers does not in itself demonstrate adverse 
effects on the competitive structure of the economy. At the same 
time, however, the subcommittee has recognized in the uninterrupted 
trend of corporate mergers in the last few years a danger signal of 
which it must take cognizance in view of the unmistakable intention 
of the Congress to establish a more stringent control over corporate 
growth by merger or acquisition than by internal expansion. 

During the past year the subcommittee devoted a great deal of at- 
tention to the study and consideration of proposed legislation i in this 
field, and extensive public hearings were held. These activities are 
being continued in the present Congress. 

This report does not necessarily represent the views of the com- 
mittee itself and must be regarded solely as evidence to be considered 
by the Judiciary Committee. 

JosepH C. O’ManoNey, 
Acting Chairman, Subcommittee on Antitrust and Monopoly. 
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Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to 8S. Res. 170, 84th Cong., 2d sess., as extended by S. Res. 84, 85th 
Cong. | 


A. Lecistative BAcKGROUN 


The law concerning mergers and acquisitions had its origin in what 
is recognized today as a gre: ut merger movement which began shortly 
before, and ended shortly after, the turn of the century. By the time 
this movement had run its course, the industrial combination as exem- 
plified in the formation of the steel, oil, whisky, sugar, and a host of 
other “trusts,” had left a permanent mark on the structure of the 
American economy, and was recognized as a major threat to the main- 
tenance of a business system based upon the principles of competition. 

By 1914, the Sherman Act was felt to be an inadequate instrument 
for coping with the merger threat. It was felt that the antitrust laws 
were seriously deficient if effective action could be taken only after 
a monopoly had been achieved. ‘The framers of the Clayton Act 
sought “to prohibit certain trade practices which, as a rule, singly 
and in themselves are not covered by the act of July 2, 1890 (the Sher- 
man Act) or other existing antitrust acts, and thus to arrest the 
creation of trusts, conspiracies, and monopolies in their incipiency 
and before consummation.” Mergers and acquisitions were included 
among such practices.2_ The original legislation was intended to fulfill 
the need for specifying prohibited anticompetitive practices “in such 
terms as will practically eliminate uncertainty.” ? 

As passed by the House of Representatives, the bill made it a crim- 
inal offense for one corporation to acquire the stock of another “where 
the effect is to eliminate or substantially lessen competition * * *” 
[italics supplied]. The Senate change d the nature of the violation 
from criminal to civil, and changed the language of the legal test to 
read “where the effect may be to lessen competition.” * [Italics added. ] 


1H. Rept. No. 627, 63d Cong., 2d sess., 1941, p. 1. 


saan resident Wilson's 8 message to Congress, January 29, 1914, 51 Congressional Record 
63. 


* Conference Rept., S. Doc. No. 585, 63d Cong., 2d sess., pp. 12-13. 
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As finally enacted, section 7 of the Clayton Act contained a civil 
prohibition against the acquisition of stock of one corporation by 
another: 


where the effect of such acquisition may be to substantially 
lessen competition between the corporation whose stock is so 
acquired and the corporation making the acquisition, or to 
restrain such commerce in any section or community, or tend 
to creat a monopoly of any line of commerce.‘ 


A similar provision was included with regard to a corporation’s stock 
acquisition of holding company control of two or more other corpora- 
tions. Almost the same language describing the legally prohibited 
effect was used in sections 2 and 3 of the act, dealing with price dis- 
crimination and exclusive dealing, respectively, as in section 7, dealing 
with merge 

Section 7 acted only against acquisitions of stock; it contained no 
provisions concerning the acquisition of assets. To what extent the 
failure to extend the law to asset acquisitions was the result of design, 
and to what extent of oversight, is not entirely clear from the record, 
although evidence can be found to support either contention. In 
any event, the unintended result was a built-in legal loophole which 
was destined to lead to the total frustration of the purposes of the law. 

The gap which existed in the law was quickly recognized and ex- 
ploited by companies seeking to acquire or merge with others. Re- 
gardless of adverse e ‘fects upon competition, purchase of the assets 

r than the stock of the company being acquired effectively pre- 
vented Government action under section 7. 

The statute, defective as enacted, was weakened further by highly 
questionable court interpretations which prevented the Government 
from upsetting an otherwise illegal merger consummated in the first 
instance by stock acquisition, provided that the stock were disposed 
of and the assets merged before the Government issued a complaint, 
or even subsequent to such a complaint but before a final order had 
been entered.5 

These rulings, following a series of crippling decisions in which the 
courts persisted in applying Sherman Act tests to violations of this 
section of the Clayton Act, gave the coup de grace to enforcement of 
section 7. 

Beginning in the mid-twenties, regular efforts over a long period of 
years were made to obtain from Congress amending legislation needed 
to remedy defects in the law, and bills to accomplish this objective 
were introduced in both Houses from time to time. 

In both the 79th and 80th Congresses, legislation along this line was 
approved by the House Judiciary Committee but failed to reach the 
floor for debate. A similar bill received the approval of a subcommit- 
tee of the Senate Judiciary Committee in the 80th Congress, but like 
the House bill never reached the floor. i on December 30, 
1950, by action of the 81st Congress, H. R. 2734, amending section 7 
of the Clayton Act, became law. ‘The amended section provided as 
follows: 


38 Stat. 730. 
5 Sareaae Hart & Hegeman v. Federal Trade Commission, 29 U. S. 587 (1934), 
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Src. 7. That no corporation engaged in commerce shall 
acquire, directly or indirectly, the whole or any part of the 
stock or other share capital and no corporation subject to the 
jurisdiction of the Federal ‘Trade Commission shall acquire 
the whole or any part of the assets of another corporation 
engaged also in commerce, where in any line of commerce in 
any section of the country, the effect of such acquisition may 
be substantially to lessen competition, or to tend to create a 
monopoly. 

No corporation shall acquire, directly or indirectly, the 
whole or any part of the stock or other share capital and no 
corporation subject to the jurisdiction of the Federal Trade 
Commission shall acquire the whole or any part of the assets 
of one or more corporations engaged in commerce, where in 
any line of commerce in any section of the country, the effect 
of such acquisition, of such stocks or assets, or of the use of 
such stock by the voting or granting of proxies or otherwise, 
may be substantially to lessen competition, or to tend to cre- 
ate a monopoly. 


The new law made three basic changes in section 7: 

(1) With respect to all corporations subject to the jurisdiction of 
the Federal Trade Commission, the scope of the ban was extended to 
— acquisitions of assets as well as acquisitions of stock. 

(2) The legal test concerning the effect on competition, which under 
the old law had applied explic itly to competition between the ac- 
quired and acquiring corporations and somewhat ambiguously, if at 
all, to competition generally, was clarified so as to make it apply 
broadly to any acquisition which might have the effect of substantially 
lessening competition or tending to create a monopoly in any line of 
commerce in any section of the country. 

(3) The test concerning restraint of commerce in any section or 
community was eliminated. 

In enacting the changes made by the new section 7, Congress sought 
toc lose the long- standing loophole concerning asset acquisitions. The 
new provisions s also extended the explicit coverage of the law beyond 
the horizontal merger or acquisition, which involves the combination 
of competitors, to include the vertical type of transaction, where the 
parties involved have a customer-supplier relationship, as ‘well as the 
conglomerate type, where prior to the merger or acquisition the com- 
panies involved operated in noncompeting and otherwise unrelated 
fields of business. Finally, the new law reaffirmed the congressional 
intention that the Clayton Act, not the Sherman Act, standards 
govern the application of the merger statute. 

As revealed by its legislative history, the broad purpose of the 
1950 amendment was to convert section 7 into a more effective instru- 
ment for dealing with corporate mergers or acquisitions having anti- 
competitive effects significant enough to warrant concern from the 
standpoint of the basic objective of preventing excessive concentration. 
So far as this basic objective was concerned, the new law, like the 
old, was addressed to increases in concentration resulting from 
mergers or acquisitions, but was unconcerned with similar increases 
in concentration resulting from internal business growth and ex- 
pansion. 
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B. DeveELOpMENTs Since AMENDMENT OF SECTION 7 


The 1950 amendment was designed to strengthen the law concernin 
mergers and acquisitions. Paradoxically, the number of mergers an 
acquisitions has increased steadily each year since the amendment was 
enacted. It is estimated that more than 500 corporate mergers and 
acquisitions in manufacturing and mining activities took place in 1955, 
a record number for any one year since the feverish merger activity 
of the twenties. For the 1951-55 period as a whole, the total number 
was substantially higher than for any other 5-year period in the last 
quarter century. 

Although statistics as to the numbers of mergers are of necessarily 
limited significance in revealing broad trends of this type of activity, 
data are not available to permit a thorough evaluation of the effects 
of mergers and acquisitions in recent years upon the nature and extent 
of business concentration, industry by industry, or for the economy as 
a whole. An extensive report prepared by the Federal Trade Com- 
mission on “Corporate Mergers and Acquisitions” in May 1955 con- 
tains no information whatever on this basic aspect of the problem. 
While the United States Government produces a vast quantity of data 
of all kinds concerning business trends and developments, there is a 
conspicuous vacuum with respect to trends and developments con- 
cerning business concentration. More satisfactory data would un- 
doubtedly be helpful in appraising systematically effects of corporate 
mergers and acquisitions on concentration. Nevertheless, in view of 
the basic purpose of section 7 of the Clayton Act, as reaflirmed in the 
1950 amendment, to retard increases in concentration resulting from 
external business growth, the near record number of mergers and 
acquisitions, together with the size, power, and growth history of 
many of the companies involved, has awakened a growing sentiment 
in Congress and elsewhere as to the need for prompt action to add 
further strength to the statute in order to help achieve its intended 
purpose. 

1. COMPLAINTS FILED UNDER SECTION 7 


The Department of Justice and Federal Trade Commission at 
present have concurrent responsibility for the enforcement of section 
( of the Clayton Act. In the 6-year period 1951-56 since the 1950 
amendment became law, 29 actions have been instituted by these 
agencies. Four of these cases have been settled by consent. No case 
before the courts has yet been decided on the merits. 

Eighteen of the actions, which are briefly noted below, were brought 
before the Federal Trade Commission. A decision on the issues has 
been made by the Commission in one case. No other case has yet 
reached the Commission for decision. 

(1) The first action under section 7 was filed in June 1952 agni 
the second largest fiour miller in the United States, Pillsbury Mills, 

5 


following the acquisition by that company of two of its competitors. 
‘The complaint alleges that the growth history of this company, which 
just prior to the acquisition had annual net sales of more than $200 
million, had been marked by a series of acquisitions of other com- 
panies and that the acquisition of the two competitors in question 
permitted Pillsbury to promote its position in the Southeast from the 
fifth to second place in family flour, from third to first place in bakery 
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flour, and to have doubled the first place position it already possessed 
in prepared mixes. With respect to the national market for such 
mixes it is alleged that as a result of the acquisitions Pillsbury ad- 
vanced its position from second to first place. 

(2) In January 1954 in a complaint which dealt also with unfair 
methods of competition, the Federal Trade Commission instituted 
a proceeding against Luria Bros. & Co., Inc., a scrap producer and 
dealer, charging that the acquisition by this company of several other 
concerns engaged in the scrap business violated section 7. 

(3) One of the major cases brought under section 7 of the Clayton 
Act was that filed by the Federal Trade Commission in February 1954 
against Crown-Zellerbach Corp. as a result of the acquisition by that 
company of the St. Helen’s Pulp & Paper Co. The complaint alleges 
that prior to the acquisition Crown-Zellerbach had annual net sales 
in excess of $250 million; that both companies were integrated pro- 
ducers, St. Helen’s accounting for approximately 20 percent of the 
total sales of certain types of kraft papers and paper products in the 
Pacific Coast States and Crown-Zellerbach for approximately 50 
percent of total sales of such products in that market; and that this 
acquisition enabled Crown-Zellerbach to enlarge still further its vast 
holdings of timberlands in Oregon and Washington. 

(4) In June 1955 the Commission filed a complaint arising from 
the acquisition by the leading agricultural magazine in the United 
States, Farm Journal, of its principal competitor, Better Farming. 
The complaint alleged that among the 6 monthly farm magazines with 
a circulation of 1 million or more, the 2 magazines in question, prior 
to the acquisition, were the only periodicals with nationwide circula- 
tion, accounting for approximately 51 percent of the total net paid 
circulation of the 6. The complaint alleged further that prior to the 
acquisition the 2 magazines accounted for approximately 51 percent 
of total advertising revenues for the 6 publications as a whole. In 
September 1955 the Commission petitioned under the all-writs statute 
for an injunction to maintain the status quo, but the request was denied 
without opinion. 

The Commission issued its decision in this case on July 17, 1956, 
ordering Farm Journal, Inc., to divest itself of the names “Better 
Farming” and “Country Gentleman,” of the list of subscriptions fur- 
nished to it by the Curtis Publishing Co. and of the list of advertisers 
furnished to it by the Curtis Publishing Co., and to file its report of 
compliance on or before January 1, 1957. The decision was based on 
the following conclusions of law: (1) that the names, subscription 
lists, and advertiser lists acquired by Farm Journal, Inc., constitute 
assets within the meaning of section 7; (2) that the financial and 
competitive situation of Curtis prior to the acquisition affords no de- 
fense for the acquisition; (3) that the acquisition has had the effect 
of substantially reducing competition and tending to create a mo- 
nopoly in the relevant lines of commerce; (4) that the Commission has 
no power to rescind, alter, or redraft the acquisition contract or to 
affect the contract between Farm Journal and its new subscribers 
acquired after the acquisition; and (5) that notwithstanding item 
(4) above, “some corrective action may still be partially achieved.” 
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The hearing examiner, in the initial decision which was later 
adopted in toto by the Commission, stated cogently the difficulties of 
postmerger action in this case. He said: 

* * * as a practical matter divestiture of the subscribers’ 
list now will accomplish nothing. Respondent has, by now, 
extracted all the juice from that fruit as well as from the 
list of current Country Gentleman advertisers * * *. 

It would be difficult, indeed, to find an acquisition which 
would point up t the e ocedural inadequancy and ineffective- 
ness of section 7 of the Clayton Act as amended, when its 
objectives are considered, than that presented here. It is 
not just a case of too little and too late, from a trial stand- 
point. A preacquisition waiting and examination period, 
made mandatory by statute, coupled with the power to seek 
injunctive relief from the courts, would have Ke pt the eggs 
in the basket until it had been determined whether it was to 
the public’s interest to scramble them, instead of, as here, 
trying to unscramble them * * *. 

Divestiture is only half ‘2 objective of the statute, as the 
examiner construes it, and its legislative history and pur- 
pose. It does take away, an ‘d prevent the further use of com- 
petitive tools and weapons illegally acquired, but the aim, 
it would seem, is broader than that—namely, to restore 
to the relevant markets those competitive weapons to an 
active and vigorous use in the hands of the seller, or into those 
of a new entrant, so that competition may continue with its 
former vigor. This * * * is impossible. Country Gentle- 
man is dead, and the “assets” which it turned over to re- 
spondent are now without value to any newcomer or, indeed, 
to any farm publication now in the field. When his corn 
is taken from him and the horse dies, it is the height of 

vanity to strew the bare corncobs on his grave. All that 
can be acc omplished, then, is simple divestiture of the 2 trade 


names and the 2 lists, although * * * this at most may only 
disturb, but will not diffuse the coalescence which has taken 
place. 


(5) In June 1955 the Commission also instituted a proceeding 
_— the Union Bag & Paper Corp., charging violation of section 5 
of the Federal Trade Commission Act as well as section 7 of the 
Clayton Act, as a result of a supply and stock purchase agreement of 
that company with Hankins Container Co. The compl: Lint ch: irged 
that Union Bag & Paper, one of the leading manufacturers and con- 
verters of container board, prior to the acquisition had annual net 
sales in excess of $100 million; had been in direct competition with 
Hankins, an important converter with annual sales of $24 million, 
in the manufacture and sale of corrugated boxes and sheets; and had 
been in competition with other container board manufacturers in 
supplying such board to Hankins. In May 1956 this case was settled 
by a consent order which in effect restored the status quo prior to 
the acquisition in question. 

(6) Another action brought by the Federal Trade Commission 
under section 7 was that in December 1955 against A. G. Spalding 
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& Bros. as the result of the acquisition by that company of one of 
its leading competitors, Rawlings Manufacturing Co. Shortly there- 
after, the Commission filed in the Circuit Court of Appeals a motion, 
based upon the all-writs statute, for leave to petition for an injunc- 
tion in this case, and later withdrew this motion pursuant to a stipu- 
lation with Spalding that, pending a final decision on the section 7 
complaint, it would give the Commission at least 30 days’ notice before 
attempting any major commingling of the business or personnel of the 
two companies. ‘The complaint charges that these 2 concerns are 
among the 4 largest manufacturers and distributors of athletic goods 
in the United States with combined sales in excess of $30 million. 

(7) A complaint was brought by the Federal Trade Commission 
against Foremost Dairies, Inc., in January 1956, following a long 
series of acquisitions by that company of other dairies over a period 
of several years, as a result of which net sales of the company increased 
from $48 million in 1950 to about $300 million in 1954, making Fore- 
most 1 of the 4 largest purchasers, processors, and distributors in the 
United States. The complaint charges these acquisitions had the effect 
of substantially lessening competition between the acquired and 
acquiring companies, and had an adverse effect upon competition in 
the purchase, processing, and distribution of dairy products generally, 

(8) In March 1956 the Commission filed a complaint against Sco- 
vill Manufacturing Co. under section 7 of the Clayton Act, as a 
result of the acquisition of the De Long Hook & Eye Co. by Scovill. 
The complaint charged that Scovill had total sales of about $110 mil- 
lion in 1954, with sales of safety pins and common pins accounting for 
about $3,300,000, and that sales by De Long in the same year were 
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$2,265,000, including $777,000 in sales of pins. The complaint alleged, 
also, that Scovill was the largest manufacturer of safety pins and 
common pins in the United States, and by acquiring De Long had 
eliminated one of its principal competitors in this field. 

This suit was settled by consent order in September 1956. Accord- 
ing to the terms of the order, Scovill was forbidden to manufacture 
safety pins or common pins in the factory acquired from De Long, 
and was required to divest itself of all machinery for the manufacture 
of these items now located in the factory acquired from De Long. 
The purchaser of this equipment was to receive all acquired trade 
names, trademark registrations, patents, and goodwill relating to 
safety or common pins. 

(9) Another action brought by the Federal Trade Commission 
under the provisions of section 7 was that filed in May 1956 against 
Brillo Manufacturing Co., Inc., as a result of the acquisition by that 
company of the Williams Co. The complaint charges that Brillo, 
with sales of more than $11 million in 1954, was the largest producer 
of steel wool and steel-wool products in the United States, and that 
Williams, with sales of $863,000 in that year, was, prior to its acquisi- 
tion, the fourth largest producer of such products for household use 
and the third largest producer in the industrial market. 

(10) In June 1956 the Commission filed a complaint against Scott 
Paper Co., charging violation of section 5 of the Federal Trade Com- 
mission Act as well as section 7 of the Clayton Act, as a result of 
acquisition by Scott of the Soundview Pulp Co. in 1951, of the Detroit 
Sulphite Pulp & Paper Co. in 1953, and of Hollingsworth & Whitney 
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Co. in 1954. The complaint charges that prior to these acquisitions 
Scott was already the dominant company in the United States in the 
manufacture of sanitary paper products, accounting for approxi- 
mately 30 percent of the combined total United States production of 
toilet tissue, towels, and facial tissue, as against a share of approxi- 
mately 10 percent held by its next largest competitor in this field; 
that prior to these acquisitions Scott purchased approximately one- 
half of its total annual pulp requirements of approximately 800,000 
tons; that Soundview, prior to its acquisition, had total annual sales 
of about $23 million and produced approximately 200,000 tons of 
bleached sulfite pulp, all of which was for sale to others, and that 
since its acquisition its pulpmaking capacity has been increased and 
papermaking and converting facilities have been installed with all of 
the pulp produced being consumed by Scott; that prior to its acquisi- 
tion, Detroit, with annual pulpmaking capacity of about 60,000 tons, 
was engaged in the manufacture of base paper stock for various types 
of papers, with annual sales of approximately $13 million; that Hol- 
lingsworth & Whitney, with annual sales of $40 million, was engaged 
in the manufacture of special industry and converting papers and had 
an annual pulpmaking capacity of almost 300,000 tons, together with 
related papermaking and converting equipment; and that, as a result 
of these acquisitions, total sales of Scott had increased from $97 
million in 1950 to over $245 million in 1955, and its pulpmaking 
capacity from 600 tons per day in 1950 to approximately 2,000 tons 
per day in 1955. In describing the adverse competitive effects which 
may result from the acquisitions in question, the charge makes special 
mention of the resulting increased concentration of timber resources, 
pulp mills, paper mills, and converting facilities, and of the injury 
to potential as well as to actual competition, including pote ntial 
competition between Scott and each of the acquired companies. 

(11) The Commission instituted proceedings in August 1956 against 
Fruehauf Trailer Co. charging violation of section 7 of the Clayton 
Act and section 5 of the Federal Trade Commission Act, as a result 
of a series of acquisitions which extended over a period from 1947 
until shortly before the case was filed, and which brought total sales 
of Fruehauf to about $223 million annually. The complaint charges 
that prior to these acquisitions Fruehauf was the dominant truck- 
trailer manufacturing sales and service organization in the country, 
and alleges that the acquisitions in question further strengthened 
Fruehauf’s position in the industry by increasing its share of the 
national market for new truck trailers from 37 percent to about 49 
percent, for new aluminum truck trailers from 30 percent to about 
51 percent, and for dump trailers from 27 percent to about 47 percent. 
It is also charged that the companies acquired were actual or potential 
competitors of Fruehauf in these markets. Among the acquisitions 
cited in the complaint are the following: Carter Manufacturing Co., 
acquired in 1947, which manufactured an aluminum van-type truck 
trailer not at that time included in the Fruehauf line; Brown Equip- 
ment & Manufacturing Co., acquired in 1953, an eastern producer of 
aluminum van-type truck trailers; Hobbs Manufacturing Co., 
acquired in 1955, which manufactured aluminum van-type truck 
trailers, a patented dump truck trailer, and other types; Strick Plastic 
Corp., acquired in January 1956, the third largest manufacturer in 
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the truck trailer industry; and Independent Metal Products Co., 
acquired in April 1956, which formerly supplied Fruehauf with tank 
shells for mounting on a Fruehauf chassis. The complaint cites, as 
part of the competitive background of these acquisitions, that terms 
of sale and financing are of major competitive importance in this 
industry, and that Fruehauf, by use of a wholly owned financing sub- 
sidiary as both a controlling financing outlet and a major sales aid 
in the obtaining and holding of customers, is in an advantageous 
position with respect to its competitors who are subject to normal 
credit limitations. 

(12) In October 1956 the Commission filed a section 7 complaint 
against the Vendo Co., the largest manufacturer of soft-drink vend- 
ing machines in the country, which was charged with purchasing a 
major competitor, Vendorlator Manufacturing Co. The complaint 
alleges that the combined sales of these 2 companies in 1955 totaled 
about $21 million and represented over one-half of all coin-operated 
soft-drink vending machines sold by the industry. 

(18-15) Also in October 1956, three of the largest companies in the 
dairy industry were charged with constant and systematic elimination 
of actual and potential competitors as result of a long series of acquisi- 
tions by each of the companies involved. In each case the complaint 
charges violation of both section 7 of the Clayton Act and section 5 
of the Federal Trade Commission Act, and alleges that, as a result of 
the acquisitions in question, industrywide concentration in the pur- 
chasing, manufacturing, processing, or distribution of dairy products 
had been increased. The complaint points to the great size, financial 
resources and product, and geographic diversification of the acquiring 
companies in relation to their competitors; to the elimination of actual 
and potential competition with the acquired enterprises; and to the 
detrimental effect of the acquisitions in question upon the competitive 
structure of the industry. In all of these cases the complaints, which 
relate to acquisitions beginning in 1951, cite as part of the background 
the long history of these companies in expanding by means of acquisi- 
tion, with National Dairy having acquired over 400 concerns from 
1924 to 1950, Borden over 500 from 1928 to 1950, and Beatrice over 70 
concerns from 1928 to 1950, and allege that the growth of these 
companies in this period was primarily a result of these acquisitions. 

National Dairy Products Corp., the largest company in the dairy 
industry, is charged with the acquisition of 40 dairy enterprises and 
the Humko Co., a manufacturer of salad oil and shortening. The 
complaint alleges that net sales of National Dairy increased from 
approximately $906 million in 1950 to $1,260 million in 1955, with 
sales of fluid milk alone increasing by approximately two-thirds and 
sales of frozen desserts by about one-half, and that a substantial 
portion of these increases resulted directly from the acquisitions. 

The Borden Co., second largest in the dairy industry, is charged 
with acquiring 80 dairy enterprises since 1951. The complaint alleges 
that net sales of Borden increased from about $613 million in 1950 
to $810 million in 1955, with sales of fluid milk alone increasing about 
39 percent and sales of frozen desserts about 14 percent, and that a 
substantial portion of these increases resulted from the acquisitions. 

Beatrice Foods Co., one of the largest in the dairy industry, was 
charged with acquiring 131 dairy concerns since 1951. The complaint 
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alleges that net sales of Beatrice increased from about $205 million in 
1950 to $325 million in 1955, with sales of fluid milk alone increasing 
by about 95 percent and sales of frozen desserts by about 81 percent, 
and that a mlaniatial portion of these increases resulted directly from 
the acquisitions. 

(16) A complaint was filed against Erie Sand & Gravel Co. in Octo- 
ber 1956, charging that this company had violated the provisions of 
section 7 of the C layton Act by its purchase of the Sandusky division 
of Kelley Island Co. in the spring of 1955. cw complaint alleges 
that within the natural market for lake sand, i. e., along the south 
shore of Lake Erie from Buffalo to Sandusky ail extending inland 
approximately 25 miles, Sandusky was the largest supplier of such 
sand, accounting for 61 percent of total sales in that area in 1954; Erie’s 
share of that market in the same year was approximately 31 percent of 
the total. After the acquisition, combined sales accounted for approxi- 
mately 92 percent of total sales in the area, the remaining 8 percent 
of Ke lley Island Co. in the spring of 1955. The complaint alleges 
that Erie’s dominance in this market is increased by the fact that the 
demand for sand exceeds the supply in the area; that demand will 
undoubtedly increase because of heavy construction and highway 
projects now contemplated ; and that there is little possibility of any 
new entrants into the market because Erie now owns or holds lease 
rights to almost all available or useful docks and dock space in the 
area under consideration. 

(17) In November 1956 the Commission filed a complaint against 
International Paper Co., charging that its acquisition of Long-Bell 
Lumber Co. was a violation of section 7 of the Clayton Act. It is 
stated that International, with total net sales of $796 million in 1955, 
is the world’s largest paper company, is one of the largest owners 
of forest land in the United States, produces its own pulp require- 
ments, has a capacity to produce paper and paperboard more than 3 
times as great as its largest competitor, and is engaged in substantially 
every facet of the industry. The complaint charges that Long-Bell, 
with total sales of $106 million in 1955, was the second largest producer 
of lumber in the Northwest and one of the le: ading producers of ply- 
wood in the country, and operated in substantially every phase of the 
lumber industry. The complaint also notes that International owned 
or leased about 5 million acres of forest land in the United States 
and about 16 million acres in Canada. Holdings in the United States 
were in the Southern and Northeastern States. Long-Bell owned 
approximately half a million acres of forest land, about two-thirds of 
which was in the Pacific Northwest States. It is charged that before 
the acquisition Long-Bell had under consideration a plan to enter into 
the production of kraft pulp and paper on the west coast and had 
received favorable reports as to the profitability of such a venture, 
but that as a result of the acquisition this plan had been abandoned 
and that International now plans to erect a 400- to 500-ton-per-day 
kraft board mill in Oregon. It is alleged further that by Interna- 
tional’s thus entering the western market for the first time, the 
acquisition serves to foreclose the probable entry of Long- Bell and 
other potential entrants into this market, and it lessens the possibility 
of expansion by existing companies. The complaint also alleges sev- 
eral other ways in which potential, as well as actual, reduction of 
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competition or tendency toward monopoly may be expected to result 
from the acquisition. These include the ability of International to 
use in the western market the economic leverage which is available 
to it through its great natural and financial resources and extensive 
operations in other markets; the likelihood that International will not 
engage in price competition; the increase in International’s share of 
national production of various paper products; and the extension of 
the already dominant position occupied by International in the 
industry. 

In late November the Federal Trade Commission sought an injunc- 
tion from the United States Court of Appeals for the Second Circuit 
to restrain International from taking any further steps toward con- 
summating this merger pending adjudication of the complaint, but 
this request was denied on December 14, 1956. 

(18) In December 1956, the acquisition of Warren Petroleum Corp. 
by Gulf Oil Corp. was the subject of a complaint filed by the Federal 
Trade Commission under section 7. The complaint charges that prior 
to the acquisition Warren, with total cael sales in excess of $100 
million, was the largest independent producer of natural gasoline in 
the United States, ranking eighth or ninth among all companies in 
this branch of the industry ; the largest independent producer of lique- 
fied petroleum gas in the United States, ranking fifth among all pro- 
ducers in that segment of the industry; and the largest independent 
purchaser of natural gasoline and the largest purchaser of LP-gas 
in the United States. With respect to Gulf, the complaint alleges that 
that company, prior to its acquisition of Warren, was already one of 
the major integrated enterprises in the petroleum industry and that 
in terms of sales and other revenues, which in 1955 totaled $1.9 billion, 
it was the 2d largest company in the industry in the United States; that 
Gulf ranked 2d in the United States in natura] gas liquid reserves 
and 14th in the production of natural gas liquids, and that its pro- 
duction of natural gasoline and LP-gas was somewhat smaller than 
that of Warren; and that the merger raises Gulf from 12th to 4th 
position in production of natural gasoline and from 7th to Ist position 
in sales of LP-gas to other producers, and increases by about 40 per- 
cent reserves of natural-gas liquids under control of Gulf. 

It is charged that the merger eliminates actual or potential com- 
petition between the two companies in the industry categories served 
by Warren and weakens the competitive structure of these markets; 
eliminates Warren as the principal independent supplier of natural 
gasoline and J.P-gas and may cause its former customers to become 
largely dependent for supplies on Gulf or upon other integrated oil 
companies, which are in many cases their competitors; permits Gulf 
to channel to its own integrated use supplies of natural-gas liquids 
formerly available to Gulf’s competitors from Warren; gives Gulf 
a decided competitive advantage over its nonintegrated or less- 
diversified competitors; and contributes to a further increase in con- 
centration of control of the petroleum industry by the integrated 
companies. 

Eleven complaints, briefly summarized below, have been filed by the 
Department of Justice since the 1950 amendment of section 7. Five 
were brought during 1955 and six in 1956. One of these was settled 
by consent simultaneously with the filing of the complaint. Of the re- 
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mainder, 2 were subsequently settled by consent judgment and 8 have 
not yet emerged from the district courts. 

(1) In February 1955, an action was brought against Schenley 
Industries, arising from acquisition by that company of stock control 
of a competitor, Park & Tilford Distillery Corp. The complaint 
charged that prior to the acquisition, Schenley had the largest capacity 
in the industry for both production and storage of whisky, and that 
this capacity was further increased by acquisition of Park & Tilford; 
and that Schenley, which had been the second largest whisky producer 
in the country, moved into first place as a result of the acquisition, 
thereby increasing its share of the industry total to 26 percent. The 
complaint also alleged that a substantial portion of Schenley’s growth, 
as in the case of each of the four leading companies in the industry, 
had taken place by means of past mergers or acquisitions. The com- 
plaint also sought to enjoin Schenley from exercising its stock control 
or purchasing any additional stock, pending final adjudication. Pend- 
ing such determination by the court, Schenley has agreed not to vote 
its acquired stock. 

(2) In March 1955, the Department of Justice filed a complaint 
against the General Shoe Corp. as a result of a series of 18 acquisitions 
of companies engaged in the manufacture, distribution and sales of 
shoes. This suit was settled by consent judgment in February 1956, 
The complaint charged that prior to the acquisition General Shoe was 
1 of the 5 leading shoe manufacturers in the country, with annual net 
sales of more than 25 million pairs of shoes having a dollar value of 
approximately $135 million and that the combined annual net sales of 
the acquired corporations exceeded $67 million. The complaint also 
alleged that more than 7 million pairs of shoes, with dollar value of 
$48 million, were sold by General Shoe at retail through the 500 or 
more stores which it now owns or leases, and that one-half of these 
retail outlets were obtained through the series of acquisitions in ques- 
tion. It was charged that the acquisitions had resulted in unusual con- 
centration in the industry and had adversely affected competition at 
the manufacturing and retail levels by foreclosing competing manu- 
facturers from access to the retail outlets acquired and by depriving 
independent retailers of a fair opportunity to compete with such 
cutlets. 

The consent decree enjoins the company from acquiring any interest 
in any manufacturer, wholesaler, or retailer of shoes until October 1, 
1956. Thereafter for a period of 5 years, no such acquisition may be 
consummated by the company except with the approval of the Depart- 
ment of Justice, or in the absence of such approval— 


after an affirmative showing to the satisfaction of this 
Court * * * that such acquisition will not substantially less- 
en competition or tend to create a monopoly on the manufac- 
ture, distribution or sale of shoes. 


Under the consent order General Shoe is directed to divest itself of 
minority stock interests in other companies manufacturing or retail- 
ing shoes and for a period of 5 years, to: (a) Purchase from other man- 
ufacturers at least 20 percent of the total volume of shoes sold by the 
retail outlets affiliated with General Shoe; (6) abstain from requir- 
ing any other independent retail outlet to buy all or part of its require- 











CORPORATE MERGERS AND ACQUISITIONS 13 


ments from General Shoe; and (c) grant to any shoe manufacturer 
producing less than 3 million pairs of shoes annually unrestricted 
eee to use, in return for a reasonable royalty, the patents and tech- 
nical know-how of General Shoe. 

(3) In April 1955, the Department of Justice filed suit against the 
Hilton Hotels Corp., the largest hotel chain in the country, following 
its acquisition of the Hotels Statler Co., the second leading hotel chain. 
The suit was settled by consent judgment in February 1956. The 
complaint charged that a substantial part of Hilton’s growth prior to 
the acquisition had been accomplished through the acquisition of exist- 
ing hotels. The complaint also charged that prior to the acquisition, 
the Hilton Hotels controlled approximately 16,000 hotel rooms and 
had annual gross revenues of $105 million, while the Statler Hotels 
controlled about 10,000 hotel rooms and had annual gross revenues of 
about $60 million. The complaint also alleged that prior to the acqui- 
sition, Hilton and Statler had been in direct competition in New York, 
Washington, St. Louis, and Los Angeles, in which cities each had 
owned at least 1 hotel, and that the 2 chains had also competed with 
each other on a regional and national basis in the Solicitation of 
convention business. 

Under the consent order Hilton is required, within a reasonable time, 
to divest itself of the Jefferson Hotel in St. Louis ,the Mayflower Hotel 
in Washington, and either the New Yorker or Roosevelt Hotels in 
New York, in addition to the Town House in Los Angeles which had 
previously been disposed of. In addition, for a period of approxi- 
mately 5 years, Hilton is enjoined from acquiring any additional lead- 
ing hotels in these four cities without first obtaining the approval of 
the Department of Justice or, in the absence of such approval, the 

ermission of the court upon a showing that such acquisition will not 
e in violation of section 7. 

(4) In September 1955, a complaint was filed against the Minute 
Maid Corp., the leading producer of frozen citrus fruit concentrates in 
the country, as a result of its acquisition of the Snow Crop division of 
Clinton Foods, Inc. The complaint charged that prior to the acquisi- 
tion, Minute Maid’s production capacity was 20 percent, and Snow 
Crop’s production capacity 15 percent, of the industry total; and that 
in terms of annual sales, Minute Maid had accounted for 15 percent 
and Snow Crop 10 percent of the national market. At the same time 
as the complaint was filed, a consent decree was entered under which 
Minute Maid was to dispose of several of the frozen juice concentrate 
facilities it had acquired from Snow Crop, and was prevented from 
acquiring any facilities of this kind for a period of 5 years except with 
court approval. 

(5) A complaint was brought by the Department of Justice in No- 
vember 1955 seeking to prevent, in advance of consummation, a pro- 
posed acquisition by Brown Shoe Co., of one of its competitors, G. R. 
Kinney Co. The complaint charged that prior to the acquisition 
Brown had annual sales of more than $138 million, ranking thir 
among shoe manufacturers, while Kinney had annual sales of $46 
million, ranking ninth, and that on a combined basis, sales of the two 
companies would rank second in the industry. The complaint also 
alleged that the proposed acquisition would be the latest in a series of 
such transactions by Brown in recent years. This action was the first 
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brought by the Government under section 7 before a merger or acqui- 
sition had become an accomplished fact, thus constituting the initial 
court test of the extent of the present premerger injuncion power, 
The action of the court with respect to the injunction sought by the 
Department of Justice is discussed on page 54. 

(6) In May 1956 the Department of Justice instituted proceedings 
under section 7 of the Clayton Act against American Radiator & 
Standard Sanitary Corp. in connection with its acquisition of Mullins 
Manufacturing Corp. The complaint alleges that in 1954 total sales 
of American Standard were approximately $400 million, and of 
Mullins approximately $51 million; that a substantial portion of 
American Standard’s growth had been through previous mergers or 
acquisitions; that prior to the acquisition American Standard and 
Mullins competed with each other in the manufacture and sale of 
kitchen sinks, steel kitchen cabinets, and other products; that Ameri- 
can Standard was the largest manufacturer of kitchen sinks in the 
United States and that Mullins ranked first in the manufacture of steel 
kitchen sinks, and that American Standard and Mullins together 
accounted for approximately 27 percent of total shipments of kitchen 
sinks in the United States, a larger share than accounted for by any 
other manufacturer; that Mullins was the largest manufacturer of 
steel kitchen cabinets in the United States, accounting for approxi- 
mately 30 percent of all shipments of such items; that American 
Standard is the largest manufacturer of bathtubs, accounting for 
approximately 30 percent of all bathtub shipments, and that, while 
Mullins was not previously engaged in the manufacture of bathtubs, 
its facilities are adaptable to such production and American Standard 
plans to manufacture such products in the Mullins plants. 

The suit charges that actual and potential competition between 
American Standard and Mullins in the field of kitchen sinks and steel 
kitchen cabinets will be eliminated as a result of the acquisition, and 
that potential competition between the two with respect to bathtubs 
will also be eliminated ; that the competitive structure of the markets 
relating to kitchen sinks, steel kitchen cabinets, and bathtubs will be 
adversely affected, and that industrywide concentration in produc- 
tion, distribution, and sale of these products will be increased. 

(7) In September 1956, the Department filed a complaint under 
section 7 of the Clayton Act against Continental Can Co. in connection 
with its proposed acquisition of the Hazel-Atlas Glass Co. The com- 
plaint was accompanied by a petition for a court order to restrain 
consummation of the merger pending adjudication of its legality. 
The complaint alleges that Continental, with total net sales of $666 
million in 1955, was engaged in the manufacture and sale of various 
types of containers and related items, including metal cans, plastic, 
fiber, and paper containers, and other packaging materials; that the 
size and position of Continental in the container industry were to a 
great extent attributable to its previous mergers and acquisitions; and 
that Hazel-Atlas, with sales in 1955 of about $80 million, was engaged 
in the manufacture and sale of various types of glass containers and 
related items, including wide-mouth and narrow-neck bottles and 
metal closures. It also alleges that Continental was the second largest 
manufacturer of metal cans in the United States, accounting for more 
than 30 percent of total sales of meta] cans, and the fourth largest com- 
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pany in the field of plastic “squeeze” bottles, accounting for about 9 
percent of total sales in this field, while Hazel-Atlas was the largest 
manufacturer of wide-mouth glass bottles and the second largest manu- 
facturer of all glass bottles in the United States. The complaint 
states further that foods, beverages, drugs, cosmetics, and a variety of 
other products are packaged in metal cans, plastic bottles, and glass 
bottles, that manufacturers and processors of these products frequently 
have a choice as to the type of container to use, and that metal cans 
and plastic bottles scerticatinian by Continental were sold by that 
company in competition with glass bottles manufactured and sold by 
Hazel-Atlas. The complaint alleges also that Continental was the 
second largest manufacturer of vacuum-type metal closures in the 
United States, accounting for about 18 percent of total sales, and that 
these closures were in competition with the screw-type metal closures 
manufactured and sold by Hazel-Atlas. In addition, the complaint 
noted that Continental accounted for more than 82 percent of all fiber 
drums manufactured in the United States. 

The Department of Justice charges that, if consummated, the ac- 
quisition would eliminate actual and potential competition between the 
two companies—and Jessen competition in industry generally—with 
respect to the production and sale of metal cans and glass bottles, the 
production and sale of plastic and glass bottles, and the production and 
sale of metal closures; and that the combination of the second largest 
manufacturer of metal cans with the second largest manufacturer of 
glass bottles might give the resulting enterprise a decisive advantage 
over its less diversified competitors in the container field and would 
increase concentration in the container industry generally. 

The complaint and petition for restraining order followed an at- 
tempt by the Department of Justice in the preceding month to obtain a 
restraining order on the basis of a consent decree outstanding against 
Continental Can in connection with an antitrust suit which had been 
settled in June 1950. That decree had included a provision with 
respect to acquisitions by Continental Can in the field of containers. 
The court refused to issue the restraining order sought by the Depart- 
ment on the ground that there was no justification for interpreting 
the word “container” as used in the consent decree in any wider sense 
than used in the original case, which had involved metal and fiber con- 
tainers only, and that the terms of the decree therefore did not apply to 
the merger of Continental Can with a manufacturer of glass 
containers. 

The effort of the Department of Justice to employ the injunctive 
provisions of the Clayton Act in the present case, in order to restrain 
consummation of the acquisition pending final adjudication of the 
merits of the complaint, was also denied. 

(8) In October 1956 the Department of Justice brought a second 
suit under section 7 against the Continental Can Co., in connection 
with its acquisition of Robert Gair Co. In addition to a recital of 
pertinent information concerning Continental which had been con- 
tained in the earlier complaint, it is alleged that both companies pro- 
duced for their own use and for sale various important products in 
common, including basic and finished paperboard products, paper and 
paper-container products, and flexible packaging products; that the 
paperboard, paper container, and flexible packaging products manu- 
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factured by Continental were interchangeable with identical or similar 
products manufactured by Robert Gair; and that with respect to these 
products Continental in 1955 had sales of more than $120 million and 
Robert Gair of more than $131 million, out of total sales of the latter 
company of $160 million. The complaint, pointing out that both com- 
panies had achieved much of their growth and integration by means 
of mergers and acquisitions, alleges that since 1942 Continental had 
made more than 30 acquisitions, the majority consisting of manufac- 
turers and sellers in some phase of the container industry, and that 
Robert Gair during the same period had made more than 10 acquisi- 
tions, consisting chiefly of manufacturers and sellers of various types 
of paper containers and packaging or suppliers of materials used in 
their manufacture. It is stated also that the combined production of 
Continental and Robert Gair in 1955 make the merged enterprise the 
second largest in the industry in folding board and nonbending board, 
the third largest in shipment of kraft paper bags, and the fifth largest 
in container board, and that, as a result of the acquisition, 4 major 
companies now account for about 30 percent of total domestic paper- 
board production. 

The suit charges that the acquisition violates section 7 because it will 
eliminate actual and potential competition between the two companies 
in the production and sale of certain paperboard products, of certain 
flexible packaging products and of certain paper containers, and that 
actual and potential competition in these markets generally may also 
be lessened; that the addition of the facilities and product lines of 
Robert Gair to those of Continental may give the merged enterprise a 
decisive competitive advantage over many of its smaller single-line 
competitors; and that monopolistic tendencies may result because of 
increased industrywide concentration, because the combination of 
Continental and Robert Gair will foster further mergers and acquisi- 
tions by their competitors “as a matter of competitive necessity” and 
“will enhance the interlocking corporate relationships among several 
major competitors in the container industry,” and because the acquisi- 
tion in question constitutes a major step in a movement whereby the 
container industry is being converted from a pattern of “intense 
competition among many enterprises to one in which 3 or 4 large con- 
cerns will produce the entire supply.” 

(9) In November 1956 in a complaint which dealt also with alleged 
violation of the Sherman Act, the Department of Justice charged 
the Maryland and Virginia Milk Producers Association, Inc., with 
violation of section 7 of the Clayton Act by its acquisition of Embassy 
Dairy, Inc., in August 1954. Prior to that time, it is alleged, Embassy 
was the largest dealer outlet in the Washington metropolitan area 
for milk produced and supplied by others than the Maryland and 
Virginia Milk Producers Association, purchasing its requirements of 
milk from approximately 125 independent producers in Maryland 
and Virginia as well as from suppliers in other States. It is also 
alleged that in sales to consumers Embassy competed principally with 
dealers purchasing milk from the producers association, and that 
subsequent to this acquisition the producers association controlled 
more than 92 percent of the production and sale of milk to Washing- 
ton metropolitan area dealers. 

As a result of the acquisition, the suit charges, the substantial com- 
petitive activity of Embassy in the Washington area has been elimin- 
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ated, thus also eliminating the principal outlet for milk supplied by 
producers who are not members of the association, and producers of 
milk who formerly supplied Embassy have been foreclosed or diverted 
from independently supplying their milk to the Washington metro- 
nolitan area. 

(10) In December 1956 the Department of Justice filed a complaint 
under section 7 of the Clayton Act against Owens-Illinois Glass Co. 

ursuant to acquisition by that company of National Container Corp. 
Whe complaint recites that in 1955 Owens-Illinois had total sales of 
approximately $370 million and was the largest domestic producer of 
glass containers, accounting for more than one-third of all glass con- 
tainers manufactured in the United States; and that Owens-Illinois 
was also one of the Nation’s largest manufacturers and users of 
shipping containers, purchasing its entire requirements of container 
board from companies other than National Container. It alleges also 
that National Container was the Nation’s third largest seller of 
shipping containers made from container board, was a completely 
integrated enterprise in this field, and in 1955 had total sales of ap- 
proximately $95 million. The complaint alleges further that the 
combination of National Container and Owens-Illinois makes the 
merged enterprise “one of the largest, if not the largest, producer of 
shipping containers made from container board in the United States 
and 1 of 2 glass container manufacturers controlling completely inte- 

rated shipping container manufacturing facilities”; that much of 
the previous growth of both companies had been achieved by mergers 
and acquisitions; and that since 1930 Owens-Illinois had acquired 
about 20 companies, chiefly in the field of glass containers and rel: ted 
products, while National Container had since 1937 acquired 11 com- 
panies engaged in the manufacture and sale of container board, 
shipping containers or multiwall paper bags. 

The suit charges that the acquisition violates section 7 by lessening 
actual and potential competition and increasing the tendency to mo- 
nopoly in the manufacture and sale of glass containers, container 
board and shipping containers, by lessening actual and potential com- 
petition in the container industry generally, and by increasing indus- 
trywide concentration; by giving Owens-Illinois a decisive competi- 
tive advantage over many of its smaller single-line competitors not 
readily able to offer such a range of product lines; and by fostering 
mergers and acquisitions on the part of other producers in the con- 
tainer field. 

(11) The most recent suit filed by the Justice Department under 
section 7 of the Clayton Act is that against Bethlehem Steel Corp. 
and the Youngstown Sheet & Tube Co. in connection with the pro- 
posed merger of these two companies. The complaint charges that 
the merger would violate section 7 by eliminating competition between 
Bethlehem and Youngstown in the production and sale of various 
products of the iron and steel industry, and by weakening the com- 
petitive structure of the iron and steel industry generally, by mate- 
rially increasing the degree of concentration among the Livant pro- 
ducers in the industry and by enhancing the competitive advantage 
of the combined enterprise over smaller producers. The complaint 
recites that Bethlehem and Youngstown are the second and sixth 
largest producers of iron and steel in the United States and that the 











18 CORPORATE MERGERS AND ACQUISITIONS 


companies are two of the largest manufacturing companies in the 
United States, with sales of Bethleh« em in 1955 amounting to about 
$2.1 billion and sales of Youngstown in that year to about $617 million, 
The complaint alleges also that 4 companies account for approxi- 
mately three-fifths of total steel ingot capacity, with Bethlehem 
accounting for 15.6 percent and Youngstown 4.5 percent of such 
capacity as of January 1, 1956; that as of that date the 2 companies 
had varying percentages ‘of total production capacity for the manu- 
facture of various finished steel products; and that Bethlehem and 
Youngstown compete with each other as well as with other producers 
in the manufacture and sale of a wide range of products of the iron 
and steel industry and certain related products. As part of the relief 
sought by this action, the Department of Justice requests that the 
court enjoin the two companies from proceeding with the merger, 
pending final adjudication of the merits of the complaint. 

Two private actions brought under section 7 of the Clayton Act, 
although of somewhat limited scope, may also be noted at this point, 
One was a suit brought by the Hamilton W atch Co. as a result of the 
purchase of a large minority block of stock in that company by the 
Spiaeres Watch Co. Hamilton sought and obtained a preliminary in- 
junction in the district court forbidding the Benrus Co. to vote its 24 
percent share of Hamilton stock, thus barring Benrus from repre- 
sentation on Hamilton's board of directors. The court found that 
Benrus and Hamilton ranked fourth and fifth nationally in the jew- 
eled watch industry, composed of six leading producers, with Benrus 
an importer of Swiss movements accounting for about 10 percent o 
nationally advertised branded watches and 9 percent of all jeweled 

watches sold in the United States, and Hamilton for about 11 percent 
of nationally advertised branded jeweled timepieces and about 6 per- 
cent of all jeweled watches sold in the country. The court rejected 
the Benrus argument that the acquisition of Hamilton stock was for 
investment purposes only. The action of the district court in granting 
a preliminary injunction on the ground that— 


control of Hamilton and Benrus * * * would have been 
effective substantially to lessen competition in the jeweled 
watch industry— 


was sustained by the Second Circuit Court of Appeals which con- 
cluded that— 


in the light of the evidence before the judge and his findings 
not unreasonably derived therefrom, we hold that he surely 
did not “abuse” his discretion.® 


In addition, a similar case was brought recently by the American 
Crystal Sugar Co. applying for a preliminary injunction enjoining 
the Cuban-American Sugar Co. from voting its shares of Crystal’s 
stock or acquiring any representation on Crystal’s board of directors, 
In refusing to issue such an injunction, the court stated : 


At the present time the defendant owns approximately 21 
percent of plaintiff’s voting stock. The defendant has, since 
as early as 1951, evidenced a purpose to merge with the plain- 
tiff, which purpose it does not categorically disavow even 
now. 


#114 F. Supp. 307 (D. Conn. 1953), affirmed 206 F. 2d 738 (2d Cir. 1953). 
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On June 12, 1956 plaintiff’s present management voted 62 
percent of plaintiff’s total outstanding stock for their slate 
of directors and there is little or no possibility that defendant 
can obtain voting control, or even representation, on the plain- 
tiff’s board of directors prior to the trial of this action * * * 

It is the court’s opinion that on the facts in this case the 
immediacy of harm and irreparable damage to the plaintiff is 
so remote as to require a very clear showing that defendant’s 
stock acquisitions violate section 7 of the Clayton Act. The 
plaintiff here has failed to make such a showing * * * 

If the court were convinced of immediacy of harm to the 

laintiff it would be inclined to grant plaintiff’s motion, at 
Teast in part, on its initial showing of “quantitative substan- 
tiality.” However, since the court is not so convinced and feels 
certain that the only purpose a preliminary injunction would 
now serve would be to give the plaintiff a decided advantage 
in this litigation in advance of a full trial of the issues with 
corresponding disadvantages to the defendant, the motion is 
denied. 

2. MERGER CLEARANCE 


Another aspect of enforcement activity relates to the “clearance” 
procedures which have been established in both the Department of 
Justice and the Federal Trade Commission to consider the legality of 
proposed mergers or acquisitions submitted voluntarily by the parties 
with a request for such review. Under these clearance procedures, 
the enforcement agency concerned, in effect, advises the parties by 
letter whether, based upon the facts presented, consummation of 
the proposed transaction would subject the parties to the risk of 
adversary proceedings instituted by the agency. Clearances granted 
under the program are not legally binding from a technical stand- 
poirt, but obviously are of considerable practical importance in the 
decision of the parties as to whether or not to proceed with a proposed 
merger acquisition. Although merger clearance activities have grad- 
ually increased since the amendment of section 7, these activities are 
still of sharply limited dimension. 


The Federal Trade Commission 

The Commission expresses its approval or denial of clearance by 
indicating whether or not a full investigation of the proposed trans- 
action is contemplated if it is consummated. 

In the 6-year period 1951 through 1956, the Federal Trade Com- 
mission received a total of 26 requests for such clearance, of which 
12 were withdrawn because the proposed merger or acquisition was 
either abandoned or completed before the Commission gave any 
opinion. Of the other 14 requests for clearance, 6 were approved, 7 
denied, and 1 was still pending at the end of 1956. Of the 7 proposed 
transactions for which clearance was denied, 4 were afterwards con- 
summated; of these 4, formal proceedings have been instituted by 
the Federal Trade Commission in 2 (Pillsbury Mills and Borden), 
the acquired company was subsequently divested in another, and 
investigation by the Federal Trade Commission is still pending in 
the fourth. With the exception of the Pillsbury transaction, which 
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had been submitted for clearance and withdrawn before the Com- 
mission expressed an opinion, and the Borden transaction, which was 
denied clearance, none of the acquisitions against which complaints 
have been brought by the Commission had pr reviously been submitted, 
The record by years is as follows: 


—. $$, 


Total re- Withdrawn 





Year quests for | Approved Denied or aban- Pending 
clearance doned 
i a ae 1 Gl ccctumnee 
Nl nnisnts bettininnstibntinatimemebdandhobnediont 3 8 hideuspiivess blennadesulats 
Ric vhcinnitdbtdindbaiicls sichateddunbte 3 Di seodaccwsusa Dhow bequrnnanets 
RA capthacaii ha eit aici bdinghcncictceniorsines iinet R dochamiaducen 1 S lcncbesnnieh 
Ps <: Keandttainn tele tbgsieebadaiahindddtikiely weet 6 1 2 G hisibhbnoncccs 
Bs eile ce ep enk cB vkleenenpeipins 5 2 | 2 |accecuwcce-- 1 


The Department of Justice 

The Department of Justice expresses its decision concerning a Te- 
quest for clearance in terms of whether or not it intends at that time 
to take action with respect to the proposed acquisition. In the 4- -year 
period 1953 through 1956, the only years for which the Department of 
Justice apparently has such dat 1, a total of 48 requests for merger 
clearance were received by the Department, of which 10 were with 
drawn or abandoned before expression of an opinion. Of the remain- 
ing requests, 24 were approved, 11 were denied, and 3 were still pending 
at “the end of 1956. It may be significant that of the 11 proposed ac- 
quisitions for which clearance was denied by the Department of 
Justice, 3 were nevertheless subsequently consummated by the parties. 
In accordance with its information policy concerning the merger 
clearance program, the Department has declined to identify these three 
cases. None of the mergers or acquisitions which were the subject 
of suits filed by the Department of Justice under section 7 had previ- 
ously been submitted for clearance. The record by years is as follows 


Total re- Withdrawn 
Year quests Approved Denied inne Pending 
doned 
PCs bnitb i bbe cans cubavendebéoan 7 5 1 ] atin biotin 
Disa phesttenenmenaiinivate 12 7 1 BN cesalnenn 
CeCe Eee ee eee 13 5 4 4. cece 
ee eee eae 16 7 5 


1 Including 1 held in abeyance. 
C. SuscomMMITTrEE Stupy or Mercers 


The subcommittee’s study and investigation of mergers and acqui- 
sitions has included public hearings, at which the views of economists, 
lawyers, businessmen, and Gover rnment officials were presented; re- 
view of work done by previous congressional committees and by the 
Attorney General’s Committee; and extensive research in trade, finan- 
cial, and professional literature. The purpose of this investigation 
has been to assist the subcommittee in identifying those aspects of the 
law concerning mergers and acquisitions or its administration, which 
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require improvement or clarification, and to obtain suggestions or 
proposals for such changes. 

Before beginning hearings on the problem of corporate mergers and 
acquisitions, the subcommittee took note of the recommendations on 
this subject contained in the Attorney General’s Committee report. 
That Committee made no legislative proposals, confining its recom- 
mendations to the courts and enforcement agencies as follows: 


1. That the “Congressional objective of establishing more effec- 
tive rules against mergers,” provide “the main guide to the ad- 
ministrative and judicial construction” of section 7." 

2. That the legal test for vertical acquisitions under section 
7 be whether there is a “reasonable probability that the merger 
will foreclose competition from a substantial share of the market”.® 

3. That the legal test for horizontal mergers under section 7 be 
“whether the competition lost as a result of the merger may, in 
the context of the market as a whole, constitute a substantial 
lessening of competition or tend toward monopoly”.® 

4. That “no one pattern or proof can meet the requirements of 
all cases * * * Thus, it will always be necessary to analyze the 
effect of the merger on relevant markets in suflicient detail, given 
the circumstances of each case, to permit a reasonable conclusion 
as to its probable economic effect”’.?° 

5. That section 7’s “tendency-to-monopoly clause * * * should 
be construed to slow an appreciable growth toward monopoly by 
even relatively minor acquisitions”.™ 


Two sets of hearings were held by the subcommittee on the subject 
of mergers and the antitrust laws. The first hearings were held 
around the middle of 1955 and were of a somewhat general nature, 
dealing with broad trends and policy issues. The second hearings, 
held in May of 1956, were devoted specifically to the consideration of 
pending legislation dealing with premerger notification, bank mergers 
and injunctive powers of the enforcement agencies. Testimony pre- 
sented during the first set of hearings is summarized below; an analysis 
of the legislation considered by the subcommittee at the later hearings, 
and subsequently adopted, is treated in another section of this report. 


1. TESTIMONY OF ECONOMISTS 


The subcommittee received testimony from nine economists on 
various aspects of the merger problem. Six were university pro- 
fessors of economics, two were private economic consultants, and one 
a labor union economist. 

Prof. M. A. Adelman, of the Massachusetts Institute of Technology, 
felt that a stringent prohibition on mergers is justified, and expressed 
the hope that when the courts or the Federal Trade Commission 
consider the legality of a merger, “other things being equal, the 
make it somewhat tougher, the larger is the acquiring company” 


* Attorney General’s Committee Report, p. 117. 
8 Thid., p. 122. 
® Ibid., p. 123. 
2 Ibid., p. 123. 
4 Ibid., p. 124, 
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(I, 221).1* His reason for imposing stricter requirements upon the 
larger firms where mergers or acquisitions are involved is based upon 
the more ready availability to such firms of funds needed for expan- 
sion. Professor Adelman pointed out that the number of mergers in 
recent years is still far below what it was in the 1920’s, and that the 
relative importance of a given number of mergers today is less than 
in the earlier period because of the substantially larger total number 
of business enterprises in the country. He also observed that the 
recent report of the Federal Trade Commission on “Corporate 
Mergers and Acquisitions” provides no basis for judging the effects 
of such transactions upon the degree of concentration in the various 
industries, and gives no indication whether the effects of mergers or 
acquisitions may have been reinforced or counteracted by other de- 
velopments. He urged that the Federal Trade Commission imme- 
diately undertake a study to develop such information. 

Prof. Clare E. Griffin, University of Michigan, observed that al- 
though there may be a number of good reasons for mergers, “growth 
by merger has a different economic significance than growth by in- 
creased consumer acceptance” (I, 391). He felt, therefore, that the 

olicy inherent in section 7 of the Clayton Act which distinguishes 
xetween external and internal forms of growth was reasonable and 
wise. Professor Griffin felt, also, that mergers in recent years have 
been motivated to a larger extent by managerial reasons as contrasted 
with those of the 1920’s, which were often initiated for financial 
reasons. He pointed out that it was natural to expect a large amount 
of realinement of ownership in companies during a period of high 
business activity, such as characterized the last two postwar periods. 

Prof. Jesse W. Markham, Princeton University, formerly Director 
of the Bureau of Industrial Economics of the Federal Trade Com- 
mission, believed that the present law is a sufficiently effective instru- 
ment in its present form to proceed against really important mergers, 
and that no strengthening of the law is needed. He observed that 
the large numbers of mergers in the last few years does not neces- 
sarily reflect adversely upon the effectiveness of the law, and that its 
existence has probably prevented some mergers that would otherwise 
have taken place. He expressed the conviction that had section 7 been 
on the statute books at the time that the United States Steel Corp. 
was created by merger in 1901, it would have been found illegal, and 
that this would also have been true for subsequent acquisitions by 
that company. He stated that while section 7 applies to conglomerate 
and vertical mergers, as well as horizontal, the most clear-cut cases 
of injury to competition are to be found among transactions of the 
horizontal type. Nevertheless, Professor Markham indicated, some 
acquisitions of the conglomerate type are now in the study of the 
Federal Trade Commission (I, 420-422). 

Professor Markham urged the necessity of increased appropriations 
for enforcement of section 7 and other antitrust statutes. He pointed 
out that— 


the Federal Trade Commission’s budget is exactly the same 
as that of the Battle Monuments Bureau, that the amount of 


1 References to roman numerals are to part (volume) and page of the printed hearings, 
A Study of the Antitrust Laws, Hearings Before the Subcommittee on Antitrust and 
Monopoly of the Committee on the Judiciary, U. S. Senate, 84th Cong., 1st sess., Washing- 
ton, 1955. 
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money allocated to enforce section 7 is roughtly the equiva- 
lent of the postage and mailing allocation of the House and 
the Senate. Now this, I think, is putting a rather low pri- 
ority on antitrust matters. 


Prof. J. Fred Weston of the University of California, author of a 
recently published study on The Role of Mergers in the Growth of 
Large Firms, stated that mergers accounted for the high degree of 
concentration that existed in American industry around the turn of 
the century, but that mergers since that time have had a negligible 
effect on the degree of concentration. Professor Weston stated 
further : 


I think if you prevented all future mergers, that this would 
have a negligible effect on the future concentration in the 
United States (I, 483). 


Professor Weston cited the following factors which, in his opinion, 
lead firms to engage in mergers (I, 413) : 

(1) The desire to achieve production economies of large-scale 
and multiunit operations; 

(2) Possibilities of achieving distribution and advertising 
economies ; 

(3) Financial advantages of large size; 

(4) Strategic control of patents; 

(5) Acquisition of financial resources; 

(6) Possibility of obtaining able managers and executives; 

(7) Tax advantages; 

(8) Gains from the sale of securities; 

(9) Gains of promoters; and 

(10) The desire to limit competition. 

Professor Weston expressed the belief that despite the large num- 
bers of mergers there is no clear case that these have had undesirable 
economic consequences and that, on the contrary, much evidence exists 
for believing that the consequences have been desirable. He also cited 
the following reasons why mergers or acquisitions, rather than in- 
ternal growth, may be used to accomplish business goals: 

(1) New facilities may be acquired more quickly through 
mergers. 

(2) The desired facilities may be obtained more cheaply 
by purchasing the ownership stock of an existing company. 
For many reasons the securities of a company may be selling 
below replacement costs of the firm’s assets. 

(3) The desired new product, new process, or new organi- 
zation may be developed with less uncertainty of investment 
loss. The purchased facility may already have demonstrated 
its revenue-yielding capacity. 

(4) Sometimes it is possible to finance an acquisition when 
it would not be possible to finance internal growth. A large 
steel plant, for example, involves a tremendous investment. 
Steel capacity may be acquired through merger through an 
exchange of stock more quickly and, under certain price-cut 
conditions, more cheaply than could be obtained by the facil- 
ities themselves. 


| 
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(5) The development of new products and market areas 
may be accomplished through mergers, thereby avoiding the 
necessity of combating difficult competition in the early stages 
of development. 

(6) Mergers may represent the most effective method of 
achieving stability and progress at certain stages of indus- 
trial development. It may represent the most. efficient 
method of combining facilities and disposing of obsolete and 
inefficient properties. 

(7) Market control may be obtained more rapidly and 
with less risk through mergers than by internal expansion, 
The merger of two large firms may result in market domi- 
nance by the combined firms. Coordinated price and out- 
put policies that might be illegal by separate firms would be 
entirely respectable for a single, consolidated enterprise. 


In the immediate postwar period, three special influences explain 
the heightened merger activity which has taken place, in Professor 
Weston’s opinion. 

(1) The postwar shortages gave an incentive to expansion 
through mergers in that acquiring firms could obtain capac- 
ity more quickly through buying individual firms than by 
building new plants or other facilities. 

(2) Stock-market prices were relatively depressed after 
1946; market values of common stocks were low in relation 
to earnings levels. A company had a value to the acquirer 
greater than the value placed on it by the existing stock- 
holders. 

(3) Without question, the high level of taxation was a 
factor in the postwar period. One of the great advantages 
to the purchaser, in addition to the possibility of acquiring 
a tax loss, is that the relatively high levels of taxes provide 
a strong inducement to achieve diversification through the 
merger route. Any loss from the acquisition can be offset 
against the assured income from the other operations of the 
company (I, 414). 

Robert R. Nathan, consulting economist, suggested that the legis- 
lation requiring advance registration of all mergers above a certain 
size would facilitate the work of the enforcement agencies in curbing 
undesirable mergers. Mr. Nathan also urged more adequi ite appro- 
priations to permit more vigorous enforcement of section 7 (II, 601). 

Myron Watkins, consulting economist, proposed that as part of a 
reorganization of the powers and responsibilities of the antitrust 
enforcement agencies, the Department of Justice be given exclusive 
authority to enforce section 7 of the Clayton Act (I, 265). Mr. 
Watkins believed emphatically that the laws with respect to mergers 
and acquisitions are aimed at a course of business conduct rather 
than at a business condition, and that the criterion properly applicable 
to such transactions is the intent which motivates them (I, 271). 

Solomon Barkin, research director of the Textile Workers Union, 
stated that— 


Industrial giants created since the end of the war by busi- 
ness mergers now dominate the textile yarn, woven f: ibri ic, and 
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finishing and converting industry, previously considered 
typically competitive— 
and that the merger movement in this industry is still in process. He 
stated that the opportunity for mergers, encouraged through tax 
provisions and other financial arrangements, discourages established 
concerns from efforts at rehabilitation and inclines them to solve their 
business problems through merger. 


The alluring opportunities for profits through mergers cap- 
tivated many managements who feared the competitive 
path— 


thus accelerating the liquidation of plants in many communities which 
have thereby suffered serious economic disturbance (II, 763). He 
stated emphatically that textile companies which have grown great by 
mergers and acquisitions have radically changed the structure of the 
industry, dominating price and production practices, and substantially 
reducing competition in a number of direct and indirect ways. To 
meet the merger threat, Mr. Barkin recommended that the subcom- 
mittee consider a course of action embodying the following main 
oints: 
; (1) Remedial action to inhibit mergers primarily designed to 
exploit tax advantages; 

(2) Federal incorporation of giant corporations; 

(3) Imposition of a special tax upon the financial gains of 
large corporations which abandon plants, the revenue to ke 
used for assistance to the local communities affected (II, 764). 

Prof. Richard Heflebower, of Northwestern University, expressed 
the belief that the Congress was wise in not providing exact guides 
as to whether a proposed merger would result in a substantial lessen- 
ing of competition. In his opinion, an attempt to provide such a 
definition would be of little real help in that the only mergers for 
which per se rules could properly be established at this time are obvi- 
ously illegal under the present law. He urged expanded appropria- 
tions for the Federal Trade Commission to permit the type of economic 
appraisal in each case which he regards as necessary to effectuate the 
congressional purpose. 

Professor Heflebower observed that two types of mergers are not 
now clearly covered under section 7 of the Clayton Act. The first 
refers to mergers of companies between which there may have been 
no actual competition in any geographic or product market prior to 
the merger, but where there is a substantial amount of potential com- 
petition in the sense that one of the companies was a potential entry 
into the market of the other. The second refers to conglomerate 
mergers of companies between which there is neither actual nor po- 
tential competition. 


While the report of the committee of the Congress which 
sponsored the new section 7 states that the amendment did 
cover conglomerate mergers, I cannot see that the law as en- 
acted actually deals with them except in extreme cases (III, 
982), 

In Professor Heflebower’s opinion, the conglomerate mergers are 
as much a socio-political problem as an economic one and the enforcee 
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ment of section 7, by blocking other merger routes, may augment the 
tendency toward mergers of this sort. 

Prof. Corwin D. Edwards, University of Chicago, stated that the 
operation of section 7 to date has been disappointing, and suggested 
that Congress provide greater financial support to the enforcement 
agencies. It would also be helpful, he believes, if mergers could be 
dealt with by administrative processes less extensive and elaborate 
than at present. Professor Edwards suggested the desirability of 
shifting the burden of proof in certain classes of mergers. 


Where the presumption is very strong that a merger will 
have an adverse effect on competition, we might make it a 
rebuttable presumption in the law for certain classes of mer- 
gers, thereby enabling the enforcement agencies to move 
somewhat faster (VI, 2263). 

The purpose of this approach would be to empower the Federal 
Trade Commission to disapprove certain particularly dangerous types 
of mergers by rather a summary process, unless the companies in- 
volved took the burden of showing that the apparent danger did not 
really exist. 

In commenting upon a proposal by Prof. Louis Schwartz that the 
Government be empowered to prevent integration, unless a satisfactory 
demonstration is made that such integration is justified by production 
or distribution economies, Professor Edwards expressed doubts con- 
cerning the reliability of such a standard in view of inadequacies of 
present economic knowledge in this field. 


2. TESTIMONY OF ATTORNEYS 


Five members of the bar presented their views concerning corporate 
mergers and acquisitions to the subcommittee. All were specialists in 
the tield of antitrust, including several prominent law-school profes- 
sors. Their testimony will be briefly summarized. 

Prof. Eugene V. Rostow, dean of the Yale Law School, expressed 
the belief that the Attorney General’s committee, of which + had 
been a member, should have gone somewhat further than it did in 
commenting on the adequacy of the enforcement of section 7. He 
referred to his dissenting remarks in the report of that committee, in 
which he pointed to— 


the conspicuous failure of the Department of Justice and the 
Federal Trade Commission to undertake seriously the en- 
forcement of section 7 of the Clayton Act. In the midst of 
a merger movement raising obvious antitrust questions in 
almost every day’s newspaper, it is, in my view, a defect of 
the report that we have not urged prompt action in an appro- 
priate case to obtain an authoritative Berigentice of section 
( 13 


Prof. Milton Handler, Columbia University Law School, and a 
member of the Attorney General’s committee, stated that in amending 
section 7 of the Clayton Act Congress clearly intended to provide a 
stricter legal standard than that which was applicable under the 


3% Attorney General’s Committee Report, p. 386. 
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Sherman Act, “but how much stricter it did not reveal” (I, 45). He 
agreed with the views expressed by the majority of the Attorney Gen- 
eral’s committee eschewing any rigid per se rule in determining the 
legality of mergers and urging that a value judgment be made in each 
case on the basis of all the relevant facts. He suggested that the time 
had come for Congress to appraise the administration of section 7 of 
the Clayton Act in the 5 years since the amendment had been enacted. 

Prof. Louis B. Schwartz, University of Pennsylvania Law School, 
and a member of the Attorney General’s committee, proposed that 
the subcommittee address itself not only to the problem of preventing 
excessive concentration resulting from mergers and acquisitions, but 
also to the problem of existing “superconcentrations” and how to 
“reorganize them into units justifiable on grounds of technological 
necessity” (I, 217). He proposed that the subcommittee consider a 
program based upon the following three principles: _ 

(1) Leading firms to be subject to a flat prohibition against ac- 

uiring the capital assets or control of existing businesses. Professor 
Schwartz argued that the effect of such a prohibition would be to 
require such firms to build new facilities to meet expansion needs 
thus adding to the economic resources of the country, as contrasted 
with mergers or acquisitions which merely serve to rearrange control 
of existing resources. 

(2) Legal exemptions for mergers or acquisitions involving small 
units, even if such units have previously been in competition with 
each other. 

(3) A system of advance approval by an appropriate public body 
for mergers and acquisitions involving companies of intermediate 
size. For this intermediate group Professor Schwartz would adopt 
the proposal sponsored by the Temporary National Economic Com- 
mittee in 1940, and endorsed more recently by the Committee on 
Cartels and Monopoly of the Twentieth Century Fund, under which 
the burden of proof would be upon the merging companies to show 
that a proposed transaction was technologically justified and con- 
sistent with the public interest (I, 218). 

Prof. Donald F. Turner of the Harvard Law School, a conferee of 
the Attorney General’s committee, pointed out that the financial power 
of large companies generally permits them to make the best offers 
for acquisitions of small companies which contemplate selling out. 
Such smaller firms are sometimes obtained at prices in excess of their 
value as independent concerns, in order to eliminate a competitor 
from the field. He emphasized that the importance of a strong anti- 
merger statute lies not only in maintaining existing competition in 
various industries, but also in its potential influence to expand such 
competition, since normal business growth and development will, if 
not counteracted by consolidations, tend to erode the position of 
existing concentration of power. 


It seems to me quite likely that if we had had a very strong 
antimerger statute, concurrently with the Sherman Act in 
1890, that the existing pattern of industrial concentration 
would be considerably different from what it is now; and if 
such a statute were put into effect now it seems to me that over 
the course of time a lot of existing concentrations might well 
be decreased just by the changes that come in (I, 246). 
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Professor Turner associated himself, in general, with the sugges- 
tions made by Professor Schwartz for a more extensive merger statute, 
He believed it quite possible that effective enforcement of section 7 
would be seriously hindered by the Federal Trade Commission’s opin- 
ion in the Pillsbury case, as endorsed by the Attorney General’s com- 
mittee, which stressed the desirability of a rule of reason and the 
necessity of studying a large body of economic data before determining 
the legality of a merger. He stated that while it is reasonable for 
the Federal Trade Commission to investigate the market facts in a 
merger case sufficiently to form a rational judgment, the Commission 
could interpret the law to require a more limited economic investi- 
gation than was suggested in the Pillsbury opinion (I, 262). He 
suggested that if economic studies showed that mergers involving 
firms above a given relative size were likely to have adverse com- 
petitive effects— 


we could then dispense with the requirement of showing the 
probability of harm in each particular case, even though a 
considered number of inocuous mergers might thereby be 
prevented (I, 248). 


In order to avoid the proscription of significantly beneficial mergers 
by this approach, he suggested the desirability of providing “for 
affirmative justification along certain lines in such cases. 

Professor Turner suggested the feasibility of a per se rule which 
might make presumptiv ‘ely illegal any horizontal merger involving 
firms which together account for 15 percent of the xoods in any 
market, and any vertical merger which foreclosed others from a 
specified percentage of the consuming market or from access to a 
specified percentage of raw materials or supplies. He indicated that 
in such cases exception could be made where the acquired firm is in 
insolvent or failing condition, or where the consolidation would 
clearly result in substantial operating economies, in which event the 
burden of proof would be on those supporting the merger to make 
a satisfactory showing along this line. 

The legislative history of section 7, in Professor Turner’s opinion, 
clearly eliminates the application of a rule of reason such as is applied 
in Sherman Act cases. He conceded, however, that there is room for 
argument as to how far the legal standard applicable under section 
7 goes toward a per se approach. He recommended that the law 
might appropriately be amended to provide that merger shall be 
illegal wherev er the acquiring or acquired firm has a substantial share 
of the market, “in other words, where the putting of the two firms 
together is likely to increase market power” (I, 265 

H. A. Toulmin, Jr., a private practitioner, recommended legal 
screening of mergers or ‘acquisitions in advance of their consummation 
in order to avoid the difficulty of attempting to unscramble such 
transactions after the damage had been done. He criticized the 
Attorney General’s committee for failing to recommend ‘ ‘pretrial 
means of determining what is and what is not a valid merger. This 
should not be left to individual judgment of the Department of 
Justice without more detailed congressional direction” (IT, 553). 
Mr. Toulmin expressed the belief that under present legal standards 
mergers are legally possible which in fact are injurious to the public 
and violate the spivit but not the letter of the law. 
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3. TESTIMONY OF BUSINESSMEN 


As part of the subcommittee’s study of the causes and effects of 
business mergers and acquisitions, it was particularly interested in 
hearing businessmen’s views as to the practical considerations in- 
volved in such transactions. Accor dingly, executives of corporations 
which had been involved in several of the most important actual or 
proposed mergers in recent years were requested to testify before the 
subcommittee concerning the business reasons which had prompted 
such mergers, the methods by which they had been financed, the views 
of the companies involved as to the effects upon competition, and the 
suggestions for improving the iaw or its administration. 

The business witnesses included officers from three independent 
automobile manufacturing companies—American Motors Corp., 
Studebaker-Packard Corp., and Kaiser Motors Corp.—who testified 
concerning the mergers by which each had recently Noah formed ; of 
the Bethlehem Steel C orp. and the Youngstown Sheet & Tube Co., 
concerning the proposed merger of these companies which was still 
pending; of the Olin-Mathieson Chemical Corp. concerning its series 
of mergers and acquisitions in the chemicals, metals, and related fields; 
of the Borden Co. concer ning its series of acquisitions in the dairy and 
chemical industries; and of the Burlington Mills Corp. concerning 
its series of acquisitions in the textiles ‘industry. A statement was 
presented by the National Association of Manufacturers concerning 
the views of that business organization concerning the operation of 
the merger statute. 


(a) Auto industry mergers 


George A. Romney, president, American Motors Corp., nes 
the considerations leading to the establishment of his company by tl 
merger of the Hudson Motor Car Co. with the Nash-Kelvinator ay 
in May 1954. Hudson was merged into Nash-Kelvinator by exchange 
of stock and the name of the latter changed to American Motors. 
The Department of Justice gave its approval to the merger in advance 
of its consummation. 

American Motors now manufactures the Hudson, Nash, and Rambler 
automobiles and Kelvinator and Leonard household appliances. The 
company is also a major producer of injection-molded plastic parts, 
thermostatic and pressure controls for automobiles and appliances. 

In its last fiscal year prior to the merger, Nash-Kelvinator enjoyed 
net sales of more than $480 million and earnings after taxes of more 
than $14 million. It had total assets of more than $230 million. 
It was a highly integrated manufacturing company with facilities 
for forgings, cas stings, stampings, transmissions, axles, engines, and 
bodies as well as for the manufacture of refrigerators, ranges, and 
other major appliances. In 1953 it ranked fifth in volume of auto- 
mobiles produced and accounted for 2.2 percent of total passenger car 
sales in the industry. A year earlier its percentage of the industry 
total had been 3.5 percent. 

The Hudson Motor Car Co, in 1953 had net sales of almost $200 
million and assets of more than $120 million. In that year its pro- 
portion of total passenger car sales was 1.2 percent. In the preceding 
year it had been 1.7 percent. 

The slump in passenger-car sales had been felt particularly by 
the smaller companies. Some of their dealers were forced out of 
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business while others lacked adequate credit for normal operations, 
With fewer dealers, both Nash-Kelvinator and Hudson experienced 
sharp reductions in their volume of sales. Mr. Romney pointed out 
that the smaller companies in the industry were at a competitive dis- 
advantage in terms of size and volume operations compared with the 
major producers. 

The outstanding example of the advantage of size is body- 
tooling cost—the largest single cost in an automobile. Since 
World War II body-tooling costs have increased 4 or 5 times 
from prewar. Today, to tool a complete body for single- 
plant production costs in the area of $20 million. 

Of course, the cost of tooling a body in a multiplant com- 
pany is many times even this figure. Since this outlay of 
money has to be written off over the number of cars produced 
by the tooling, it is obvious that the larger the number of cars 
the lower is the tooling cost per unit. With the sizable amount 
of money involved, this is a most significant factor. 

It is a well-known fact that the Big Three operate with 
relatively few basic bodies. For example, Ford has 2 and 
General Motors has 3 and Chrysler has 2. 

Before the merger, Hudson had 2 and Nash had 2. So 
Hudson and Nash together used more basic bodies than either 
Ford or General Motors or Chrysler. 

While the reasons for the merger were many, the paramount 
one was this: 

Because of the compatability of Nash and Hudson bodies— 
they were the only 2 American companies using the advanced 
monocoque body, or single-unit type, body construction—we 
saw an opportunity to take swift advantage of building the 
2 lines of cars with 1 basic body. This use of common tooling 
for more than one make of car was perhaps the biggest single 
manufacturing and tooling advantage enjoyed by the Big 
Three and our ability to adopt this approach with Nash and 
Hudson would enormously improve our ability to compete 
(I, 447-448). 


Under the terms of the merger the automobile dealer organizations 
were maintained intact. Mr. Romney stated that most of these dealers 
were making substantially more profits than the year before, when 
many had operated in the red. During the first 5 months of 1955, 
American Motors accounted for 2.46 percent of factory sales for the 
entire industry, as against a combined Nash-Hudson total of 1.69 
percent in the same period in the preceding year. 

Within 6 months of the merger, several important manufacturing 
and distribution economies had been achieved. About $15 million 
was saved in 1955 model tooling; car manufacturing and assembly 
operations and parts production were concentrated, to provide more 
efficient utilization of existing capacity; and the pooling of adver- 
tising funds enabled the new company to increase markedly the 
effectiveness of such expenditures. 


While our advertising budgets still are modest compared 
to Big Three totals * * * Hudson and Nash dollars * * * 
are working harder, and getting more results, than comparable 








CORPORATE MERGERS AND ACQUISITIONS 31 


sums spent individually by Hudson and Nash on a sporadic 
basis in the past (1,451). 


Mr. Romney was frank in pointing out that the results of the merger 
were not all on the plus side. Consolidation of automobile manufac- 
turing speeiees resulted in substantial employee dislocation and the 
idling of certain facilities, and substantial losses were experienced in 
the early months following the changeover. The net result, however, 
had been to strengthen the financial] position of the company, which is 
now operating in the black, thus making American Motors a more 
significant competitive factor in the industry. 

Mr. Romney expressed the judgment that the automobile industry 
is highly competitive. 

To an unparalleled extent—I do not say to a complete ex- 
tent, but to an unparalleled extent—the larger companies 
have not reached their present positions through pract*ces 
or policies that are, in and of themselves, subject to criticism 
of competitors or customers (I, 454). 


He observed, however, that the present size of General Motors, 
Ford, and Chrysler creates certain marked competitive advantages 
such as in their ability to influence consumer preference and in sub- 
stantial degree shape consumer preferences for passenger-car styling. 


In an industry where style is a primary sales tool, public 
acceptance of a styling approach can be achieved by the sheer 
impact of product volume. Familiarity helps shape styling 
preferences * * *. 

Styling or product innovations undertaken by a company 
doing 50, 30, or 20 percent of the business, are more certain 
of public acceptance than equally good or better innovations 
by smaller firms * * *. 

Only in the passenger car do people still have the miscon- 
ception—and it is a misconception—that weight and bulk are 
an advantage, and that you have got to have weight and bulk 
in order to have American standards of comfort, spacious- 
ness, and safety * * *. 

The smaller company faces a tougher job of building cus- 
tomer familiarity with its product improvements because of 
its smaller relative volume and lesser advertising, sales and 
promotion expenditures (I, 455-456). 


Mr. Romney expressed the belief that sheer size is also an impor- 
tant competitive factor in the area of labor contracts and labor costs. 
He contended that while “pattern bargaining” was not an element 
in the decision of Nash and Hudson to merge, it has been “an impor- 
tant factor in the recent trend toward mergers and liquidations of 
industrial enterprises” (I, 459). 

(Results of operations of the American Motors Corp. subsequent to 
Mr. Romney’s testimony may be briefly noted at this point. In the 
year 1955 the company produced about 170,000 cars; in 1956 it 
produced approximately 104,000 cars. These figures compare with 
combined production of Nash and Hudson of about 115,000 cars 
in the year 1954. For the fiscal year ended September 30, 1955, 
the company reported a net loss of about $7 million. For the 
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fiscal year ended September 30, 1956, the company reported a net loss 
of about $19.7 million after giving effect to a nonrecurring profit of 
about $10.7 million from the sale of a subsidi: ary and to tax credits of 
about $1.5 million. Sales for the 1956 fiscal year were about $408 
million as against $441 million in the previous year. For the fiscal 
year ended September 30, 1954, the company reported a net loss of 
about $11.1 million after ‘taking a tax credit of about $11.5 million. 
Although operating results of the various divisions of the company 
are not broken down in public financial statements, the company has 
indicated that the automobile division suffered a “sizable loss” in the 
fiscal year 1956 as contrasted with the appliance division which had 
one of the most profitable years in its history. The company has also 
stated publicly that it has taken further steps to reduce automotive 
production and distribution costs and expects that such expenses in 
fiscal year 1957 will be about $23 million below those incurred in 1956, 
The result of such sav ings, it is stated, would be to reduce the com 
pany’s break-even point in automobile production to under 150,000 
cars per year. 

“This means American Motors should operate profitably in 

1957 if it produces and sells about 30,000 more cars than in 

1956”.14 

Edgar F. Kaiser, president, Kaiser Motors Corp., summarized for 
the subcommittee the circumstances leading to the acquisition by his 
company of the automotive assets of W illys- Overland, Inc., in April 
1953, for a purchase price of about $60 million, which was paid in 

cash either directly to Willys-Overland or to creditors of that com- 

pany. No securities were issued to Willys-Overland stockholders in 
connection with this transaction. The acquisition was cleared in 
advance by the Federal Trade Commission. 

Kaiser Motors had been organized under the name of Kaiser-Frazer 
Corp. in 1945. Immediately prior to the 1953 acquisition Kaiser 
Motors had |een operating at a substantial loss. In acquiring Willys, 
Kaiser obtained an earning asset against which such losses could be 
offset for tax purposes. Mr. Kaiser stated that this was not a basic 
factor in the decision to merge Kaiser and Willys; Kaiser was pri- 
marily interested in diversifying its operations, and Willys, whose 
production was largely in the military and commercial fields, offered 
such an opportunity. In 1952 Willys had produced about, 116,000 
commercial and military vehicles, approximately 10 percent of the 

national total, as compared with about 49,000 passenger automobiles, 
which represented about 1.1 percent of the national total. Kaiser was 
already established in the passenger-car business and had a distribu- 
tion organization in this field which could be supplemented by the 
established distribution position of Willys in the commercial field. 

Within a few months practically all the activities of the two organi- 
zations had been integrated and were being carried on as a single 
business. Mr. Kaiser ‘expressed the judgment that acquisition of the 
Willys assets had made the combined companies more competitive than 
if both had continued to operate individually. Sales of the expanded 
company and its subsidiaries in 1954 totaled about $212 million. Dur- 
ing that year it sold about 23,000 passenger vehicles, or 0.41 percent 
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of the total factory sales for the industry, and about 75,000 commercial 
and military vehicles, or 7.3 percent of the national total. 

(In 1955, subsequent to Mr. Kaiser’s testimony, Kaiser Motors 
Corp., now known as Kaiser Industries Corp., entirely discontinued 
the production and sale of passenger cars, although it is still engaged 
in the manufacture of jeeps and commercial vehicles.) 

James J. Nance, president, Studebaker-Packard Corp., described 
the background of the merger of the Studebaker and Packard com- 
panies which had been accomplished by an exchange of stock for assets. 
He pointed out that although Studebaker-Packard has one of the 
smaller shares of the passenger-car market, the word “small” is a 
relative term as it applies to this industry, and that, by standards of 
industry generally, there are no small companies in the automobile 
manufacturing business. Studebaker-Packard Corp., for example, 
ranks among the hundred largest corporations in the United States. 
Furthermore— 


the automobile market is so huge that a company securing 
only a relatively small percent of the total business can 
operate profitably and soundly, assuming that its whole 
operations are basically efficient (II, 860). 


Mr. Nance laid considerable stress upon the substantial postwar 
increase in the costs of tooling for new models. Such costs had in- 
creased more than 200 percent over the immediate postwar period, as 
compared with increases of about 35 percent in gross labor rates and 
about 15 percent in automobile prices. The cost of tooling in the auto- 
mobile industry is so large a factor that the sharp increases in such 
costs were disproportionately higher for the single-line producer and 
worked to the competitive advantage of the multiple-line producers. 


In about August of 1953, when the backlog of pent-up post- 
war demand for automobiles was satisfied, the industry en- 
tered a market which many have said was, and still is, the 
most highly competitive in its history. The buffeting of 
this furious competition brought into sharp outline any com- 
petitive deficiencies of any producer in the industry (II, 864). 


At about this time the economic position of both Studebaker and 
Packard, which had been important prime contractors in the produc- 
tion of jet engines, was seriously aggravated by the virtual elimina- 
tion of defense business, Traditionally, Packard had competed in the 
higher-price market and Studebaker in the lower-price field. “The 
combination resulted in a company with car lines which complement 
each other and whose dealers are not competitive with each other” (II, 
866) and the company plans to sell both the Packard and Studebaker 
lines in certain areas through single dealers. Aside from these mar- 
keting advantages, the merger offered the “potential advantages of 
common tooling, common parts and components, consolidation of facil- 
ities, and the other advantages which mark the successful pattern of 
the other full-line companies in the industry” (II, 866). Mr. Nance 
recognized that size in the automobile industry, as in others, has defi- 
nite advantages “because if you have sufficient size, * * * you have a 
much wider margin of error than if you do not have the size” (II, 875). 

(Events subsequent to Mr. Nance’s testimony have indicated that 
the advantages cited for the merger, which occurred in October 1954, 
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have not been sufficient thus far to place the combined enterprise in a 
rofitable position. Production of passenger cars by Studebaker- 
ackard in the year 1955 totaled approximately 190,000; during 

1956 production was about 95,000 cars. These figures compare 

with combined production of Studebaker and Packard of about 

113,000 cars in the year 1954. For. the year ended December 

31, 1955, the new enterprise reported a net loss of approximately $30 

million; for the first 6 months of 1956 the company reported a net loss 

of about $35 million before special charges which it was estimated 
might involve additional losses of $60 million. The deterioration of 
the company’s financial position required it to seek a further solution 
of its problems. In August 1956, Studebaker-Packard entered into 
an agreement with the Curtiss-Wright Corp. consisting of the follow- 
ing main points: (1) The lease to Curtiss-Wright of two of the prin- 
cipal plants of Studebaker-Packard for a 12-year period for a rental 
totaling $25 million, which was paid in advance. (2) The assignment 

-to Curtiss-Wright of all of Studebaker-Packard’s defense contracts 

with the United States Government, and the substitution of Curtiss- 

Wright for Studebaker-Packard as the subcontractor with the Ford 

Motor Co. for the production of jet engine parts, the total unper- 

formed amount of these contracts and subcontracts amounting to 

approximately $35 million. During the first 6 months of 1956 Stude- 
baker-Packard had incurred a loss on its defense work. (3) The 
rendering by Curtiss-Wright of advisory management services on an 
extensive basis, with Curtiss-Wright to receive 110 percent of its 
costs and expenses incurred in rendering such services. (4) The 

granting to Curtiss-Wright of a 2-year option to purchase up to 5 

million shares of Studebaker-Packard common stock at a price of $5 

per share. At the time of the agreement there were approximately 

6.4 million shares of Studebaker-Packard common outstanding. As 

a result of this agreement, Studebaker-Packard was able to revise its 

short-term credit arrangements with banks and long-term loan agree- 

ments with insurance companies so as to extend the maturity of a 

substantial part of its debt and eliminate certain restrictive provisions 

in these obligations.) 

The testimony and subsequent history of the three independent 
automobile producers reveal a common pattern. All had minor shares 
of the market, together accounting for barely 4 percent of total 
passenger car sales in 1954. All were at a serious disadvantage in 
competing with the Big Three integrated producers. All sought to 
mitigate these disadvantages by consolidations which broadened their 
dealer organizations and offered the prospect of production and dis- 
tribution economies of scale. Despite the substantial size of the com- 
panies involved, all received advance Government blessing of the 
mergers, based upon recognition of the competitive realities of the 
automobile industry. In each case, despite the merger, the enterprise 
has since lost further ground in the competitive struggle in the 
industry. 

(6) Bethlehem-Y oungstown merger 
Arthur B. Homer, president, Bethlehem Steel Corp., and George 

McCuskey, vice president, Youngstown Sheet & Tube Co., testified 

concerning the proposed merger of their two companies. 

Although merger clearance had not previously been requested by 
the companies, efforts had been made to determine the attitude of the 
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Department in order to avoid expensive time-consuming litigation. 
Through a speech made by Attorney General Brownell, the companies 
first received notice of the intention of the Department of Justice to 
bring suit if Bethlehem and Youngstown merged. This was sub- 
sequently confirmed by letter (II, 522). 

Mr. Homer stated that the merger of Bethlehem with Youngstown 
had first been proposed in 1930, but had been delayed at that time by 
private litigation. Although the court decided subsequently that the 
merger could proceed, economic conditions during the depression 
period caused the abandonment of these plans. __ 

Youngstown’s plants are located in the midcontinent area. Bethle- 
hem’s plants are in the East and on the Pacific coast. It has no plants 
in the midcontinent, although other principal producers, such as 
United States Steel, Republic, National, Inland, and Armco, do have 
such plants. The result of the proposed merger, Mr. Homer stated, 
wuld be to develop a strong new competitive force in the midcon- 
tinent region by joining existing Youngstown facilities with the com- 
bined management, experience, and financial resources of the two 
companies. Mr. Homer pointed out that because of the high cost 
of building new plants, the construction of new facilities by Bethle- 
hem in the midcontinent area is not feasible. 


Moreover, it is well known that when additional steel- 
producing capacity is installed at an existing plant many 
economies can be effected through the use of common fa- 
cilities. Accordingly, the cost of additional capacity at an 
existing plant may be far less than the cost of the same 
capacity at a new integrated plant (II, 491). 


Mr. Homer stated that the capital investment necessary to build 
a new integrated steel works exceeds $250 per ton of capacity, as 
compared with an estimate of about $100 per ton of capacity for the 
expansion of existing facilities. If Bethlehem were to build an en- 
tirely new plant in the midcontinent area, therefore, it would be 
at a serious disadvantage in comparison with the other large com- 
panies already in that area, which can expand their capacity with 
a much smaller unit investment per ton. 


It goes without saying that, if additional steel capacity 
can be provided at $100 a ton instead of $250 a ton, it will be in 
the interest of the national economy to do so in order to kee 
capital costs and operating costs as low as possible (II, 
492), 


At the present time Bethlehem has approximately 15 percent of the 
steel-ingot-producing capacity of the Nation and is the second larg- 
est steel producer. Youngstown is the sixth largest steel producer 
in the country. It accounts for about 4 percent of ingot capacity 
nationally and about 8 percent of the ingot capacity in the mid- 
continent area. After the merger, the combined company would 
rank approximately fifth in the midcontinent area. Mr. Homer 
stated : 


To forbid the proposed Bethlehem-Youngstown merger 
would mean that Bethlehem, which today has no productive 
capacity in the midcontinent area, would in effect be pre- 
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vented from entering the markets in that area in com- 
petition with the many large steel companies there (II, 
496). 


Mr. McCuskey stated that Youngstown’s past expansion of capacity 
had already taxed its financial resources to the limit and that it 
would be impossible for Youngstown alone to obtain the financing 
necessary for the further expansion contemplated by the merger. 
The projected plans include expansion of facilities for the production 
of structural steel, of which there is at present only one source in 
the midcontinent area, the United States Steel Corp. Because Beth- 
lehem and Youngstown companies serve essentially different sections 
of the country, the combination of the 2 would not eliminate any sub- 
stantial amount of competition between the 2 companies in the in- 
dustry with the possible exception of some items in certain over- 
lapping fringe areas in the Midwest which Bethlehem reaches by 
water transport; for these items, however, other competitors account 
for about 90 percent of total shipments to the midwestern markets. 


Although this combination would reduce by one the number 
of companies in the industry, we believe deeply, and we be- 
lieve the facts demonstrate, that it would result in substan- 
tially increasing rather than lessening the vigor of competi- 
tion (II, 503). 


Mr. Homer strongly emphasized that their reason for not proceeding 
in the face of the position taken by the Department of Justice was their 
reluctance to become involved in litigation which might drag on for 
several years. 


As a practical matter, a merger doesn’t get prevented today 
because the courts determine that it violates the anti-trust 
laws. It gets prevented, regardless of what a court might 
eventually decide, by strangulation because it isn’t possible 
to get a judicial decision in any reasonable period of time 
(II, 483). 


In subsequent testimony before the subcommittee, Judge Stanley N. 
Barnes, then Assistant Attorney General in charge of the Antitrust 
Division, emphasized his belief that the Bethlehem-Youngstown 
merger should not be permitted to take place. 

He contrasted the automobile mergers with the proposed merger of 
the Bethlehem and Youngstown steel companies, concerning which 
the Department reached a contrary conclusion. Bethlehem is the 
second largest producer of steel, and Youngstown the sixth largest. 
“Moreover, much of both Youngstown’s and Bethlehem’s capacity 
stems from past mergers and acquisitions” (I, 300). Although Beth- 
lehem and Youngstown had urged that by combining they might more 
effectively compete with the largest producer in the industry, United 
States Steel, the effect would be to move in the direction of a market 
controlled by a few large companies. 


This, of course, has been the trend in other industries * * * 
but, as we understand it, it was this sort of trend that Con- 
gress condemned and desired to halt when it adopted the 
new Clayton Act antimerger provisions. 
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The facts of steel concentration underscore the necessity of 
applying that reasoning to halt the Youngstown-Bethlehem 
merger. * * * 

* * * stopping steel mergers now seems the only chance to 
avoid the troublesome problem—some years from now—that 
automobile concentration today poses (I, 300). 


(The sec. 7 complaint filed subsequently by the Department of Justice 
in this matter is discussed on p. 17.) 
(c) Burlington Industries 

J. Spencer Love, chairman of the board, Burlington Industries, 
stated that the textile industry is a highly competitive one and that 
there is little danger of a trend toward monopoly and the disappear- 
ance of competition. 


There is not today and there cannot conceivably arise for 
years to come any important concentration of power with 
any one company which could seriously reduce either the 
present terrific competition or opportunities for newcomers 
to provide future competition (II, 733). 


He stated that statistics concerning the numbers of acquisitions 
and mergers should be viewed in the light of “the formation of new 
companies which goes on at an even more rapid rate in the industry,” 
(II, 733). Mr. Love submitted that “there is no evidence whatever 
that the broad structure of the industry has changed importantly,” 

II, 734). 
Until a few years ago, Burlington Industries concentrated almost 
exclusively on products manufactured from rayon and other synthetic 
fibers. It embarked upon a series of mergers and acquisitions in order 
to diversify its product lines and so to protect itself against cyclical 
variations in business and to compete effectively with lnrger already 
integrated producers in the industry, (II, 740). Out of a total of 90 
plants owned by Burlington at the time of the hearing, 79 had been 
acquired through merger or acquisition, (II, 751). From 1948 
through 1954 it merged with or acquired 12 enterprises, and is today 
the largest producer in the textile industry. Mr. Love stated that it 
would not have been economically feasible or practical to obtain neces- 
sary diversification by construction of new facilities instead of by 
merger or acquisition. 
We would not have had the capital, not only due to the 

depressed conditions in the industry which have existed, but 

it has been possible to acquire plants or merge with them at 

a great deal less than replacement cost and oftentimes without 

the necessity for an outlay of capital (IT, 744). 


Among the factors mentioned by Mr. Love as contributing to the 
merger trend in the textile industry are: the desire of aging owners 
to retire from business; inadequacies of capacity; effects of the tax 
laws; and failures due to inefficient management, obsolescence of 
equipment and products and dislocations resulting from sudden style 
shifts (II, 741). Mr. Love stated that in about half the mergers and 
acquisitions in which his company engaged, the initiative came from 
the acquired companies or from brokers or middlemen (II, 750). 
He stated that in its acquisition policy Burlington was not motivated 
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by the prospect of tax advantages and in fact has not obtained such 
advantages as yet (II, 751). Mr. Love expressed the judgment that 
the net result of its policy of growth by merger and acquisition had 
been to increase competition in the industry (II, 750). 

In commenting upon the effect of Burlington’s acquisitions upon 
communities in which acquired plants have been liquidated, Mr. Love 
stated that in only 1 or 2 instances had his company been criticized 
in this connection. He mentioned specifically the closing of the Good- 
all mill in Sanford, Maine, following the acquisition by Burlington of 
Goodall-Sanford, Inc., but declared that the predecessor management 
had suffered heavy losses and had already begun the liquidation which 
was subsequently completed by Burlington (II, 751). 


(d) Olin-Mathieson Chemical Corp. 


Thomas S. Nichols, president, Olin-Mathieson Chemical Corp., out- 
lined the course of his company’s growth beginning in 1948 when he 
became head of the Mathieson Chemical Co. In the ensuing 6-year 
period Mathieson’s sales expanded tenfold, from $25 million per year 
to $250 million annually, with nearly half of this increase accounted 
for by newly acquired businesses (II, 818). The major acquisition 
during this period was the long-established pharmaceutical concern 
of E. R. Squibb & Sons, which at the time of the merger in 1952 had 
annual sales of about $100 million (II, 822, 844). During this same 
period Olin Industries had also expanded to approximately the same 
annual sales Jevel as Mathieson, partly as a result of a number of major 
acquisitions, including the Ecusta Paper Co. and Frost Lumber Indus- 
tries. In 1954 Olin and Mathieson were consolidated, the transaction 
representing the 17th merger or acquisition in which these companies 
had been involved since 1948. Subsequent to the Olin-Mathieson 
merger the company acquired the Blockson Chemical Co. and the 
Brown Paper Co. 

Mr. Nichols stated that although Olin-Mathieson manufactures a 
great diversity of products, it does not have a dominant position in 
any one line (II, 833). In only one product line, sodium phosphate, 
does the company account for as much as 20 percent of the total na- 
tional market (II, 838). The mergers and acquisitions were almost 
entirely of the conglomerate or diversification type. 


Since there was no overlapping between the businesses of 
our companies and those of any of the other concerns which 
we have acquired or with which we have merged, all of such 
businesses being complementary, not one of the steps in the 
expansion program that I have recounted to you resulted in 
any diminution of competition. On the contrary, our entry 
into these new markets has stimulated competition * * * 
(II, 831). 


Mr. Nichols emphasized that the mergers and acquisitions in which 
Olin and Mathieson had engaged constituted an essential supplement 
to the internal growth of the companies, permitting them 


* * * to compete effectively with larger, more powerful com- 
petitors that were already well integrated and diversified 
on a national scale, as well as with the many other concerns 
already operating successfully in specific areas (II, 831). 
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Mr. Nichols emphasized that, as interpreted by his counsel, section 7 
did not apply to mergers involving companies not previously in 
competition with each other. He conceded that “There must be a 
limit somewhere about the broadening of a base in a given group” 
(II, 837). He felt sure, however, that Olin-Mathieson had not yet 
even approached such a limit (II, 836). 

(e) The Borden Co. 

Theodore G. Montague, president of the Borden Co., stated that his 
company was probably the second largest in the dairy industry. Dur- 
ing the period 1940 to 1947, the Borden Co. acquired approximately 
30 enterprises; from 1948 to 1954 the company acquired an additional 
17 enterprises. Over the entire period, most of the acquisitions were 
in the dairy business, although some were in fields unrelated to that 
business. 

Mr. Montague pointed out that the dairy industry is unique in the 
large number and widespread location of its sources of supply, and 
in the number of manufacturers, processors, and distributors. He 
also pointed out that the fluid milk and ice cream industry, which 
consumes about 43 percent of the national milk supply, is made up 
essentially of local businesses (II, 887). 


There are many reasons for this. Fluid milk is perishable. 
It is also heavy and bulky. Ice cream requires continuous 
refrigeration, and it, too, is bulky. ‘These products cannot be 
shipped—economically—over such large distances as many 
other food items can. Local health regulations govern pro- 
duction of both products. There are strong local preferences 
shown by local consumers. These, among other factors, have 
channeled the growth of both industries along local lines 
(II, 887). 


He stated that the principal business motivation for the large num- 
ber of their acquisitions has been to extend Borden’s operations into 
new geographic markets and that a closely related consideration is 
“the desire to make available both fluid milk and ice cream in a mar- 
ket in which we have previously offered but one of those products” 
(II, 889). He stated that local conditions determine whether the 
entry into a new market is accomplished by internal or external 
expansion. He observed that the purchase method is sometimes the 
aly sound one because of local laws requiring the use of a local milk 
supply or local processing, while the potential sales volume in relation 
to the already-existing plant capacity in the area may be insufficient 
to justify construction of a new plant (IT, 889). 

In more than one-half of the acquisitions in which the Borden Co. 
has been involved, the initiative was taken by the sellers (II, 897). 
In commenting on the reasons why sellers may wish to dispose of their 
dairy businesses, he observed that many fluid milk or ice-cream con- 
cerns are small family businesses. 


Old age, death, and taxes worry the owners. * * * Estate 
taxes may require the sale of at least a portion of the business 
with consequent diminution of value as well as loss of family 
control. Many people so situated come to the Borden Co. 
with offers for the sale of their businesses (II, 890). 
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Acquisitions are usually negotiated by company representatives in 
the field, although the larger ones require executive approval. Most 
of these ‘acquisitions have been of relatively small magnitude. Since 
the beginning of 1951, for example, the largest involved assets of about 
$1.5 million, and all but two, less than $1 million (II, 891). 


(f) National Association of Manufacturers 

The National Association of Manufacturers submitted a prepared 
statement, the essential points of which may be summarized as follows: 

(1) It has become almost a fixed idea or obsession in some quarters 
that mergers invariably result in an increase in the size of the largest 
companies relative to their smaller competitors, and thus intensify 
industrial concentration. Mergers have not been the major means of 
growth of large companies. 

(2) In 1954 less than one-third as many companies were merged 
or acquired as in 1929, despite the fact that the number of corporations 
in existence has increased shar ply since 1929. 

(3) In some cases, a merger rescues a company which would other- 
wise go bankrupt. In these instances competition cannot be said to 
have been impaired since the company might have disappeared as a 
separate entity in any case. 

(4) In other cases mergers occur because some companies are un- 
able to raise the capital needed for expansion or improvement of 
their facilities. 

(5) The impact of taxes has an important effect in bringing about 
mergers. In any study of the size structure of American business, 
perhaps as much attention should be given to the effects of the tax laws 
as is given to the effects of the antitrust laws. Many businessmen 
who are sincere and energetic in their efforts to preserve the oppor- 
tunity for freest possible ‘competitive conditions in our country have 
been forced, by our tax system, to seek mergers which would protect 
the interets of their companies, their employees, their associates, and 
their families (II, 918-919). 


4. TESTIMONY OF GOVERNMENT OFFICIALS 


Former Assistant Attorney General Stanley N. Barnes suggested 
that the subcommittee give consideration to two problems concerning 
section 7 of the Clayton Act as amended which might warrant cor- 
rection. One is the distinction now made by the law between acquisi- 
tions by corporations subject to the jurisdiction of the Federal Trode 
Commission and by those not so subject ; in the former case the prohibi- 
tions of the law apply to acquisitions of either stock or assets, whereas 
in the latter case the prohibition still goes only to acquisitions of stock. 
Thus bank mergers effectuated by purchase of assets are not subject 
to section 7. His second suggestion was that advance notification to 
the Government concerning proposed mergers or acquisitions should 
be required, with a sufficient waiting period to permit examination 
of the facts. He felt that such notification was more important for 
the Department of Justice than for the Federal Trade Commission, 
because the latter lacks the power to seek restraining action by the 
courts (I, 313-14). 

Because of its power to seek restraining orders, the Justice Depart- 
ment “can act with more dispatch to prevent the ultimate necessity 
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of unscrambling the omelet than can the Federal Trade Commission” 
(I, 318). Mr. Barnes pointed out, however, that the Federal Trade 
Commission may, if it wishes, request the Department of Justice to 
take such action on its behalf although this right, to his knowledge, 
had never been exercised. He suggested that as a matter of policy it 
might be desirable for the Federal Trade Commission to have power 
to stay proceedings similar to that now vested in his Department. 

In commenting on concurrent jurisdiction of the Department of 
Justice and the Federal Trade Commission with respect to section 7, 
he pointed out that close liaison is maintained between the two agen- 
cies at both operating and policy levels and “undoubtedly is not the 
most efficient system that could be devised, but nevertheless works out 
surprisingly well in practice, in my opinion” (1, 318). He expressed 
the belief that while the success of this system depends upon person- 
alities, a certain degree of rivalry in this area has certain definite 
advantages (I, 319). He was unable to explain, however, why the 
Department of Justice had failed to seek a restraining order in the 
case of certain acquisitions by Pillsbury Mills which had been con- 
summated clespite denial of clearance by the Federal Trade Commis- 
sion (I, 320). He stated that the question of whether there should be 
concurrent responsibility or single responsibility for matters coming 
under section 7 “could be argued on both sides” and in the last analysis 
was for the Congress to decide as a matter of legislative policy (I, 319). 

Mr. Barnes pointed out that the problem of reaching conglomerate 
mergers under the present section 7 was considerably more difficult 
than in the case of horizontal or even vertical mergers, and that 
there was no conglomerate merger with respect to which the Depart- 
ment of Justice had an immediate intention to file suit. He inti- 
mated, however, that certain of the transactions of this kind were 
being carefully watched (I, 325). 

With respect to the acquisition of a company in financial difficulties, 
Mr. Barnes stated that even where the purchaser was a dominant 
company in the field and the action would substantially lessen compe- 
tition in certain markets, section 7 would not necessarily be violated. 
The “failing company defense” may be used under certain circum- 
stances. Mr. Barnes noted that the doctrine of this defense depends 
not upon the statute but upon the Supreme Court decision in the 
International Shoe case. In this connection he observed that under 
that decision such an acquisition would be permissible “there being 
no other buyer available,” which means that “there must be some good 
faith effort to sell to a company other than the dominant company” 
(1,826). In commenting upon the approval given by the Department 
of Justice when the Hudson-Nash and Packard-Studebaker mergers 
were submitted to it for clearance, Mr. Barnes stated that in his view 
“producer concentration lies at the heart of the antitrust problem in 
the automotive industry” (I, 298). In 1949 General Motors, Ford, 
and Chrysler had produced more than 85 percent of the new cars 
manufactured in the United States. 

By early 1954 these producers had increased their share of the 
market to 95.5 percent. 


In 1954 some of the smaller firms actually operated at a 
loss. The picture confronting us, then, revealed the smaller 
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companies falling fast behind and the larger producers surg- 
ing rapidly ahead. 

Against this background, our feeling was the proposed 
mergers might revitalize these lagging smaller concerns. 
They would then have broader asset basis, might economize by 
eliminating duplicating facilities, secure better dealer repre- 
sentation and sell more complete lines of cars (I, 298). 


The Department of Justice reached the conclusion, therefore, that 
these mergers threatened no substantial lessening of competition or 
tendency toward monopoly. 

Edward F. Howrey, then Chairman of the Federal Trade Com- 
mission, summarized for the subcommittee the findings of a recent 
Commission report on corporate mergers and acquisitions. The 
study showed that the recent rate of mergers was about 3 times the 
1945 rate, but well below the rate of the late twenties, with merger 
activity in some industries considerably stronger than in others. Dur- 
ing the period 1948-54 two-thirds of the acquisitions were made by 
companies with assets of $10 million or more, with companies holding 
assets of less than $1 million accounting for less than 8 percent of the 
total number of acquisitions. 

Most mergers are initiated by the acquiring company. In some 
cases mergers originate with the acquired companies where small con- 
cerns anxious to sell out are involved, or where a divesting company 
seeks a buyer for parts of its property or business. Another important 
source of merger activity is diddlerien who, because of stock owner- 
ship, interest in products or services to be provided or promotional 
fees to be collected, find it to their advantage to encourage the merger 
(1, 89). Infrequently a merger may be promoted by the joint efforts 
of both the acquiring and the acquired firms. 

The report lists five of the most important competitive reasons for 
mergers: (1) additional capacity, accounting for 2 out of 5 acquisi- 
tions; (2) diversification of products, accounting for 1 out of 4; 
(3) backward vertical mergers looking toward sources of supply, 1 
out of 8; (4) forward vertical mergers looking toward ultimate sale 
to consumers, 1 out of 10; and (5) additional capacity located in new 
markets, 1 out of 10 (1, 89, 90). 

Other factors may also account for mergers, including: (1) inabil- 
ity of smaller companies to obtain needed funds; (2) surplus funds 
in the hands of acquiring companies; (3) retirement of aging owners; 
(4) tax advantages. Mr. Howrey stated that while the prospect of 
tax advantages was an important motive to mergers he would not 
regard it as a major one. 


I think the major competitive reason is the desire for new 
capacity and the desire to get that new capacity without 
creating new competition (I, 94). 

Mr. Howrey pointed out that the Federal Trade Commission oper- 
ates as an administrative court in contrast with the Antitrust Division 
of the Department of Justice which operates through the Federal 
courts. 


We both administer the same laws, that is, certain sections 
of the Clayton Act, * * * we till the same fields, using how- 


ever, different tools. The concept of the administrative 
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agency was that we should deal with the problem as a pre- 
ventive, not as a prosecuting agency. We try to prevent these 
mergers or try to undo them by administrative hearings and 
administrative orders (I, 98). 


Mr. Howrey suggested that the subcommittee make a study of each 
of the business categories that are now exempted from section 7, such 
as the industries now regulated by the Civil Aeronautics Board, the 
Interstate Commerce Commission, the Federal Communications Com- 
mission, Maritime Board and the Federal banking agencies, to deter- 
mine whether the basic laws are adequate to deal with merger problems 
in these areas (I, 123). 

John W. Gwynne, then a member and now Chairman of the Fed- 
eral Trade Commission, stated that the 1950 amendment of section 7 
of the Clayton Act had accomplished four major improvements by 
(1) broadening the law to include all means by which a merger may 
be accomplished; (2) eliminating certain provisions which might 
make for unreasonable application; (3) including all types of mer- 

ers, vertical, horizontal, and conglomerate; and (4) stressing the 
importance of attacking the problem of monopoly in its incipiency 
(I, 102). He suggested that it would not be unreasonable to require 
corporations planning a merger to advise the Government of their 
plans, which “would, in the long run, be much simpler than going 
through the unscrambling process if it should develop that the 
acquisition violated the law” (1, 103). Mr. Gwynne also pointed out 
that divestiture is now the only remedy available to the Federal Trade 
Commission in the event a merger or acquisition is found to be illegal, 
and he suggested also that the subcommittee might wish to reexamine 
the desirability of such a limitation. 


D. Suacestep IMPROVEMENTS 


For perhaps a quarter of a century prior to the loophole-eliminating 
amendment of section 7 of 1950, the law was virtually a dead letter. 
The amendment was a major legislative accomplishment. It breathed 
new vitality into a moribund statute. It was directed at, and corrected 
a gone defect in the antitrust laws which previous Congresses had 
refused or neglected to rectify. If questions have since arisen as to 
the need for further improvement, it is because the form of business 
behavior with which the law deals is so increasingly resorted to; and 
the motivations and consequences of transactions of this kind so dy- 
namic, that unusually great interest and attention have been focused 
upon the law as an instrument for achieving its objectives. Some of 
the problems to which the subcommittee has addressed itself in study- 
ing the possibilities of such improvement will be discussed briefly. 


1. CONGLOMERATE MERGERS 


The wording of section 7 of the Clayton Act, as amended, contains 
no specific reference to the types of mergers or acquisitions to which 
it is applicable. The original version of this section of the Clayton 
Act as enacted in 1914 applied unambiguously only to mergers where 
the acquiring and acquired companies had been in competition with 
each other. As amended in 1950 this limitation was eliminated so that 
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the new statute applies broadly to the acquisition of any corporation 
“engaged in commerce” by any other corporation similarly engaged, 
The amended law therefore applies to all mergers whether or not any 
direct competitive relationship existed between the two companies 
prior to acquisition. 

The legislative history of the 1950 amendment, at least as far as the 
House of Representatives is concerned, gives explicit recognition that 
this was the intention of the proposed law, for the report of the Com- 
mittee on the Judiciary of that chamber accompanying the bill stated 
that— 


the bill applies to all types of mergers and_ acquisitions, 
vertical and conglomerate as well as horizontal, which have 
the specified effects of substantially lessening competition 
* * * or tending to create a monopoly.® 


No corresponding reference to conglomerate mergers was made in the 
report of the Senate Judiciary Committee nor in the course of the 
Senate floor debate on the bill. 

Although the language of the law is now broad enough so as not to 
exclude the possibility of its being applied to conglomerate mergers, 
and the legislative history reveals evidence of an explicit intention in 
the House that the law be so applied, and at least the absence of a con- 
trary intention in the Senate, it is not yet clear whether from a prac- 
tical standpoint section 7 in its present form is an effective instrument 
for dealing with conglomerate mergers. 

Neither the legislative history nor the law itself provides any clue 
as to the legal or economic theory under which the acquisition by one 
company of another engaged in an unrelated or noncompeting geo- 
graphical or product market might result in a “substantial lessening 
of competition” or in a “tendency to create a monopoly.” 

The report of the Attorney General’s Committee recognizes— 


as the House report makes clear, that the new section 7 applies 
to “all types of mergers and acquisitions, vertical and con- 
glomerate as well as horizontal, which have the specified 
effects” 


prohibited by section 7, but throws no light on the crucial question as 
to the circumstances under which a conglomerate merger might be 
deemed to have such effects.*® As one prominent antitrust practitioner 
has pointed out: 


The Committee’s failure to discuss conglomerate mergers is 

to be regretted since perhaps the murkiest area in the in- 

terpretation of the new section 7 is its applicability to con- 
glomerate mergers.” ; 
The difficulty of applying the law to mergers or acquisitions of the 
conglomerate or “diversification” type is illustrated by the fact that, 
despite the Jarge numbers of such transactions in recent years, many 
involving the largest corporations in the country, no complaint under 
section 7 has to date been brought by either the Department of Justice 


% House of Representatives, 81st Cong., 1st sess., Rept. No. 1191, p. 11. 

16 Attorney General’s Committee Report, p. 119 

47 Philip W. Tone, Conference on the Antitrust Laws and the Attorney General’s Conk 
mittee Report, A Symposium. Trade Regulation Series No. 2, 1955, p. 90. 
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or the Federal Trade Commission in a matter squarely involving a 
true conglomerate or diversification merger, even for purposes of 
testing the law. By true conglomerate or diversification merger is 
meant here the combination of companies not previously in direct or 
indirect competition with each other in any market; i. e., the acquisi- 
tion by one enterprise of another which is engaged in a noncompetitive 
field. 

It is not difficult to understand the caution of the enforcement 
agencies to institute proceedings in such cases in the absence of guid- 
ance from Congress as to the specific conditions under which conglom- 
erate mergers or acquisitions might be violative of the tests established 
in the law. It may be argued, however, that the lack of explicitness 
of section 7 with respect to conglomerate transactions is no more 
serious than that of other sections of the antitrust laws, and that, as 
in the case of such other sections, the enforcement agencies could, if 
they chose, seek through the development of a body of case law to 
extend the metes and bounds of the law to the full limits intended by 
the Congress. 

In the case of some diversification acquisitions in which the acquir- 
ing company enters a new field, a beginning seems to have been made 
by the enforcement agencies in this direction during the past few 
months. 

In one important case, that of the acquisition of Hazel-Atlas Glass 
Co. by Continental Can Co., the Department of Justice has organized 
its complaint around the charge that the product lines of the acquiring 
and acquired corporations, while different in a physical sense, are 
actually in direct or indirect competition for the same market. In 
that case one of the main issues raised by the Department of Justice 
is that metal cans and plastic bottles manufactured by Continental 
were in competition with glass bottles manufactured by Hazel-Atlas 
with respect to the same customers for containers. In terms of the 
theory of the complaint it might seem more appropriate to consider 
this case as one involving a horizontal acquisition, with the same broad 
“relevant market” served by both companies.'* The transaction in- 
volves the entry of an acquiring company into a new field for the 
purpose of diversification, and in this sense marks an important, if 
modest, step forward in building a theory of the applicability of Sec- 
tion 7 to diversification mergers generally. 

A somewhat different approach to the question of conglomerate 
mergers, involving impairment or forestalling of “potential compe- 
tition” between the acquiring and acquired firms, is contained in two 
other complaints which have been filed. In the American Standard- 
Mullins Manufacturing Corp. case, the Department of Justice charges 
that American Standard manufactures bathtubs and that while Mul- 
lins, prior to its acquisition, was not engaged in the manufacture of 
bathtubs, its facilities are adaptable for such production, and that 


% See the U. S. Supreme Court decision in the Cellophane case, in which the majority of 
the court held that “In considering what is the relevant market for determining the control 
of price and competition, no more definite rule can be declared than that commodities 
reasonably interchangeable by consumers for the same purposes make up that ‘part of the 
trade or commerce,’ monopolization of which may be illegal.* * * 

“The ‘market’ which oue must study to determine when a producer has monopoly power 
will vary with the part of commerce under consideration. The tests are constant. That 
lwarket is composed of products that have reasonable interchangeability for the purposes 
for which they are produced—price, use, and qualities considered.” United States v. B. I. 
du Pont de Nemours & Co., 351 .U. 8.‘377. ’ 
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the merged enterprise intends to use the Mullins facilities for this 
purpose. In the International Paper case the Federal Trade Com- 
mission charges that prior to its acquisition of Long-Bell Lumber Co.,, 
International Paper was the major producer of pulp and paper, 
although not engaged in the western market served by Long-Bell, that 
the acquired corporation had had under favorable consideration a 
plan to build a kraft pulp and paper mill in this area, that in view 
of the acquisition these plans were abandoned, and that as a result 
of the merger International Paper now plans to build such a mill 
utilizing timber resources acquired in the transaction. Thus, it is 
charged, the merger foreclosed “the probable entry of Long-Bell, as 
well as other potential entrants, into the paper industry”. 

In both the above complaints the basis of the charge with respect to 
potential competition is that the acquiring company purchased an 
enterprise which was not yet engaged in the product fields of the 
acquiring company but which was nevertheless a potential competitor 
as evidenced by the subsequent plan of the acquiring company to 
utilize the resources or facilities of the acquired company for expan- 
sion in such fields. A somewhat similar situation which has not been 
made the subject of a section 7 complaint to date is the acquisition of 
Euclid Road Machinery Co. by General Motors Corp., concerning 
which the subcommittee developed considerable testimony in the 
course of its extensive hearings on the operations of the latter com- 
pany. By its acquisition of the Euclid Co., General Motors entered 
the field of off-highway earthmoving equipment by purchase rather 
than by growth from within, although testimony revealed that for 
some time prior to this acquisition General Motors had given serious 
attention to the possibility of engaging in that industry and had 
expended considerable funds in research, design and engineering work 
along this line. The General Motors-Euclid situation is a little dif- 
ferent from the American Standard and International Paper cases, 
however, in that in the case of General Motors the acquiring corpora- 
tion itself might have been the source of potential competition, and 
the result of the acquisition was to remove a preexisting competitor 
from the field which General Motors apparently planned to enter.” 

Still another approach to the question of conglomerate mergers 
which may help to test the reach of the law in this regard is the 
“decisive competitive advantage” theory incorporated in 3 of the last 
5 suits instituted by the Department of Justice. All three relate 
to the container industry—the acquisitions by Continental Can Co. 
of Hazel-Atlas Glass Co. and Robert Gair Co., and the acquisition by 
Owens-Illinois Glass Co. of National Container Corp. In the Conti- 
nental Can-Hazel Atlas case, the complaint charges that the acquisi- 
tion “might give the resulting enterprise a decisive advantage over its 
less diversified competitors in the container field.” In the Conti- 
nental Can-Robert Gair case, it is charged that “the addition of the 
facilities and product lines of Robert Gair to those of Continental 
may give the merged enterprise a decisive competitive advantage over 
many of its smaller single-line competitors.” In the Owens-Lllinois- 


For additional detail concerning the acquisition of Euclid Road Machinery Co. by 
General Motors Corp., see Bigness and Concentration of Economic Power—A Case Study 
of General Motors (S. Rept. 1879, 84th Cong., 2d sess.), pp. 56-67; and A Study of the 
Antitrust Laws, hearings before the Subcommittee on Antitrust and Monopoly of the 
os _ Judiciary, U. S. Senate, 84th Cong., 1st sess., Washington, 1955, 
pts. 6, 7, and 8. 
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National Container complaint, the Department of Justice charges 
that the acquisition might give the merged company “a decisive com- 
petitive advantage over many of its smaller single-line competitors 
not readily able to offer such a range of product lines.” The trend 
of this legal thinking thus approaches, although it has not yet 
squarely confronted, the fundamental problem involved in many 
conglomerate and diversification acquisitions involving giant corpo- 
rations, namely the size, resources, and power of such corporations in 
relation to the size, resources, and power of established competitors in 
the field that is entered. 


2. ADVANCE NOTIFICATION 


Several bills were introduced in the 84th Congress which embodied 
proposals for requiring all companies over a given size planning a 
merger or acquisition to file a notification of such plan with the en- 
forcement agencies, in advance of the transaction, and to furnish 
supplementary information requested by these agencies. During a 
stipulated waiting period thereafter the merger or acquisition could 
not legally be consummated. Similar provisions were contained in 
bills considered by the Congress prior to the 1950 amendment, but 
apparently were omitted from the latter in the interest of facilitating 
its passage. The President recommended such legislation in his 
Economic Report transmitted to the Congress in January 1956. 

The principal advantages which have been cited for the advance 
notification requirement are that it would provide a more systematic 
stream of intelligence to the Department of Justice and the Federal 
Trade Commission concerning proposed mergers or acquisitions, and 
would assure these agencies of a timely opportunity to challenge 
the legality of a questionable transaction before it became accom- 
plished fact. The notification requirement would enable the enforce- 
ment agencies to keep currently informed of such transactions and 
would allow them a reasonable period of time in which to study the 
competitive implications before deciding whether to seek preventive 
action. 

In May 1956 the committee held extensive hearings on 3 of these 
bills, receiving testimony from some 30 witnesses. The bills under 
consideration were H. R. 9424, which had been passed by the House on 
April 16 after introduction by Congressman Celler, S. 3424, which 
had been introduced by Senator Watkins as the companion bill to 
H. R. 9424, and §S. 3341, introduced by Senator Sparkman. On July 
27, 1956, the Committee on the Judiciary reported favorably an 
amended version of H. R. 9424. The Senate adjourned on July 27 
without taking action on this bill. A summary and analysis of the 
provisions of the reported bill dealing with advance notification 
are presented below: *° 


®In addition to the provisions concerning advance notification, the bill also contained 
provisions amending sec. 7 to authorize any corporation to bring suit in the Federal courts 
to obtain a declaratory judgment as to the legality of a merger or acquisition which has 
been asserted by the Attorney General or Federal Trade Commission to illegal under the 
Clayton Act; amending sec. 15 of the Clayton Act to empower the Federal Trade Commis- 
sion to seek a court injunction to prevent consummation of a merger or to preserve the 
status quo; amending sec. 18 (c) of the Federal Deposit Insurance Corporation Act to vest 
in the Federal banking supervisory agencies exclusive authority for approving bank mergers 
and acquisitions, and adding the competitive factor to the criteria for such approval; 
extending the applicability of sec. 7 so as to include transactions where either the 
acquiring or the acquired corporation is engaged in commerce; and amending sec. 2 (b) 
of the Robinson-Patman Act to limit the applicability of the good faith defense in price 
discrimination cases brought under that act. These provisions, with the exception of 
the Robinson-Patman Act amendment, are discussed in later sections of this report. 
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(1) Notice and waiting period —Any corporation subject to the 
provisions of the Clayton Act and proposing to acquire stock or assets 
of another corporation would be required to give the appropriate 
enforcement agencies advance notice of the proposed acquisition and 
to wait for a period of from 20 to 90 days before consummating the 
transaction. ‘The acquiring corporation would be obliged, as part of 
the notice, to furnish information concerning the names and aaleeual 
nature of business, products or services sold or distributed, total assets, 
net sales and trading areas of the acquiring corporation and the cor- 
poration in which stock or assets are acquired. 

The notice and waiting period provisions of the bill were designed 
to aid enforcement of section 7 by assuring that the enforcement 
agencies would be adequately informed of proposed mergers so as to 
enable these agencies, if they saw fit, to seek court action to restrain 
the consummation of such transactions before the merging businesses 
were irrevocably mingled. 

Both the Department of Justice and the Federal Trade Commission 
testified as to the necessity for such provisions. Present procedures 
by which these agencies attempt to keep informed of proposed mergers 
by culling information from newspapers and trade and financial 
publications are regarded by them as an inadequate and incomplete 
substitute for obtaining such information directly from the companies 
involved. Not only would the notice and information requirements of 
the bill insure the availability to the enforcement agencies of more 
reliable information than at present, but these requirements would 
also provide the agencies with information not otherwise available con- 
cerning mergers which were not publicly announced prior to their 
consummation. 

An enforced waiting eee following notice of intention to merge 
was also provided in the bill for the purpose of permitting the agencies 
to examine the initial information, to request additional relevant data, 
and to determine whether any action prior to the consummation of 
the transaction were justified. In the interest of minimizing the 
burdens of the waiting period requirements upon the business com- 
munity, and in recognition of the fact that even with the establishment 
of liberal waiver procedures certain transactions with little or no com- 
petitive significance might technically be subject to these provisions, 
the bill limited the waiting period to 20 days unless in the discretion 
of the enforcement agencies additional time were needed. In such 
event, the period might be extended to a maximum of 90 days. While 
such discretion was to be vested in the agencies in order to make sure 
that they would have the benefit of the full period wherever it was 
needed for effective enforcement, it was not intended that this power 
would be exercised capriciously or arbitrarily. Whenever in its 
discretion the agency determined that such additional time were 
needed, it would be required to notify officially the acquiring corpora- 
tion to this effect before the end of the 20-day period, either by per- 
sonal service of such notice or the sending of telegraphic notice. 

A burden would thus be placed upon the enforcement agencies to 
examine promptly the notices filed with them by companies proposing 
to merge and to determine promptly whether the facts were such 
as to require any further waiting period beyond the initial 20 days. 
At the same time it was the intention, as explicitly stated in the bill, 
that the enforcement agencies should have the sole discretion in de- 
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termining whether or not extension of the waiting period were neces- 
sary, and it was further intended that such discretion might be exer- 
cised without the necessity of hearings, proceedings, or argument of 
any kind. db, . 

(2) Supplementary information.—The acquiring corporation would 
also have to furnish such additional relevant information as might 
be requested within the 90-day period by the enforcement agencies. 
The additional relevant information which acquiring corporations 
would be required to submit was to be limited to information within 
their knowledge or control. A 30-day time limit was established for 
furnishing this information, subject to extension by any of the enforce- 
ment agencies. 

(3) Penalties.—A civil penalty of $5,000 to $50,000 was provided 
for willful failure to submit the required notice or requested infor- 
mation. 

(4) Disclosure—Any information furnished to the Government 
agencies pursuant to the notice and information requirements was 
not to be made public by any officer or employee of the agency in- 
volved, without proper administrative authority, unless directed by 
a court or unless the information had already been made public. 

Considerable testimony was presented in the hearings to the effect 
that many of the corporate transactions affected by this bill could be 
jeopardized by preinature disclosure, and suggesting the need for 
safeguarding from unauthorized disclosure by Government personnel 
any privileged company information required to be furnished under 
the proposed law. The bill would make it a misdemeanor for em- 
ployees of the agencies receiving the information to make public this 
information without the authority of the appropriate commission or 
board or the Attorney General. This prohibition against unauthor- 
ized disclosure would not apply where the information furnished had 
already been made public in one form or another, or where a court 
directed the publishing of such information. It was not the purpose 
of this section of the bill to restrict in any way the use of this informa- 
tion in a court proceeding, or in any other manner necessary for the 
enforcement of the statute. Accordingly, the bill did not prohibit 
making public the information where this was done under the spe- 
cific authority of the commission or board or Attorney General. This 
provision would net prohibit making such information available to 
committees of the Congress. 

(5) Government right of subsequent action—Failure by the en- 
forcement agencies to request information or to object to the proposed 
acquisition within the 90-day period was not to bar any subsequent 
investigation, action or proceeding authorized by law. The reason 
for this provision was to make it clear that neither silence nor inaction 
by the enforcement agencies during the 90-day period was to be inter- 
pretated in any sense as constituting approval of the legality of the 
merger. 

(6) Lxemptions.—In its hearings the committee received from a 
number of witnesses persuasive testimony indicating that exemptions 
from the notice and waiting period requirements of the bill were both 
necessary and desirable in the case of many transactions which, while 
technically acquisitions by one corporation of the stock or assets of 
another corporation, were actually remote from the type of trans- 
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action to which section 7 is intended to apply, or too small to justify 
the imposition of the burden of these requirements upon the business 
enterprise involved. 

The following situations were among those cited as examples of such 
transactions: 

(a) Multitudinous types of intrafamily corporate transactions, such 
as stock acquisitions in the formation of a subsidiary corporation not 
previously in existence; acquisitions which increase a stock interest in 
an already controlled corporation; transactions of a corporation with 
a controlled subsidiary, or of one corporation with another where both 
are controlled by a third corporation. 

(6) Stock acquisitions by an underwriting company in the ordinary 
course of its business of purchasing securities from an issuer for resale, 
or by a securities broker or dealer in the ordinary course of its business 
as such. 

(c) Acquisition of stock or assets where title is acquired solely as 
collateral for security purposes. 

(d) Stock acquisitions resulting from reorganizations which do not 
directly or indirectly increase the share of voting rights previously 
held in another corporation. 

(e) Stock acquisitions pursuant to the exercise of preemptive or 
similar rights. 

(7) Stock acquisitions pursuant to a mere change in identity, form, 
or place of organization. 

(q) Acquisitions of the stock or assets of foreign corporations which 
do not significantly affeet commerce within the United States. 

(h) Sales of assets by a corporation constituting all or part of its 
ordinary inventory as stock in trade. 

(7) Sales of accounts receivable to factoring or other organizations. 

(7) Sales of obsolete facilities or of buildings constructed or equip- 
ment manufactured to the specifications of a buyer. 

(4) Basket sales of mortgages by a mortgage company. 

(Z) Sales and lease-backs of real property or capital equipment. 

(m) Acquisitions from United States Government corporations. 

(nm) Acquisitions of bonds or other obligations of any Federal, State, 
or municipality or any of its instrumentalities previously held as assets 
of other corporations. 

(o) Ordinary steps by financial institutions in connection with bor- 
rowing transactions, such as foreclosure of a mortgage. 

(p) Acquisitions of timberlands or oil or other mineral properties, 
which are not in commercial production, and acquisitions of certain 
types of interests in such properties through production payments and 
similar arrangements. 

(q) Acquisition of stock or assets by corporations subject to juris- 
diction of Federal regulatory agencies, where the prior approval of 
such agencies is already required by law. 

In the interest of minimizing regulatory requirements imposed upon 
business, particularly small business, with respect to transactions 
bearing little or no significance under section 7, a strong justification 
was felt to exist for exemption from the notice and waiting period 
provisions for many of the types of transactions which had been called 
to the committee’s attention. Because of the large number of such 
exemptions which appeared to be required, however, as well as the 
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inadvisability of attempting to frame statutory language to accommo- 
date the variety and complexity of the situations involved, the bill, 
while going somewhat beyond the House bill in this respect, did not 
attempt to meet by specific reference in the statute all of the situations 
for which exemption was recognized to be merited. 

The following are the situations for which the proposed law con- 
tained a specific exemption from the notice and waiting period require- 
ments : 

(a) Any acquisition of assets in the form of stock in trade used in 
the ordinary course of business by the corporation from which 
acquired. 

(b) Any acquisition of stock as a result of which the acquiring cor- 
poration held no more than 15 percent of the voting rights of the cor- 
poration from which acquired. fy 

(c) Any acquisition of stock in a corporation in which the acquirin 
corporation held, as of the enactment date, more than 50 percent o 
the voting rights. 

(2d) Any acquisition of stock, or of assets (other than stock in 
trade), where the price paid was not more than $1 million. Where 
part or all of the consideration paid was in the form of stock or other 
property, the fair market value of such stock or other property was 
to be used for the purpose of determining whether the transaction 
came within the terms of the exemption. For purposes of the pro- 
vision, a series of related acquisitions was to be treated in the same 
manner as a single acquisition. Thus a series of related transactions 
involving several acquisitions of less than $1 million each, but where 
the total consideration exceeded $1 million, would not be specifically 
exempt from the notice and waiting period requirement. 

(e) Any acquisition of stock or of assets where the combined net 
worth of the acquiring corporation and the corporation from which 
acquired was no more than $10 million. For this purpose it was 
presumed that net worth is normally reflected on the books of the 
respective corporation in accordance with generally accepted account- 
ing principles which would determine whether the transaction comes 
within the terms of the exemption. 

(f) Any acquisition of stock or of assets, the lawfulness of which 
requires the prior approval of a regulatory agency of the United 
States, wherever such approval, when granted, carries with it an 
exemption from the prohibition of section 7 of the Clayton Act. The 
bill, however, placed upon such regulatory agencies the obligation 
to notify the Attorney General of any application or request for such 
approval. 

While limiting the statutory exemptions to these specific situations, 
the bill provided broad authority to the enforcement agencies to 
waive all or part of the notice and waiting period requirements in any 
other situations, pursuant to procedures which were to be established 
within 120 days of enactment. Such waivers might be granted on 
the basis of broad categories of cases, as well as on an individual-case 
basis. By vesting in the enforcement agencies the broadest possible 
authority for granting waivers by administrative action while limit- 
ing the area of exemptions provided by statute, the bill placed in the 
hands of the enforcement agencies powers which it was intended 
would be used liberally, within the limits of effective enforcement 
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policy. This was designed to accomplish by administrative tech- 
niques that which it was considered much less practical to attempt by 
a legislative device in dealing with the complicated and ever-changing 
pattern of corporate transactions. Specifically, it was intended ‘that 
in establishing policies for the granting of waivers, the agencies 
would give full e yon izance to the fact ths at the purpose of the bill 
was to subjec t to its advance notice provisions primarily those trans- 
actions whereby through purchase of stock or assets one corporation 
gains control of the business of another corporation, or of a subsidiary 
or division or other operating unit of such other corporation, and 
that these provisions were not directed at the wide range of other 
corporation activities which in the routine of ordinary business might 
ie transactions in stock or assets of other corporations. 
(7) Effective date-——The provisions were to take effect 120 days 
eplicinte enactment of the bill. 

(8) Existing rights.—The bill stipulated that the above provisions 
were not to affect or impair any legal right in existence at the time 
of theirenactment. This provision was designed to avoid interference 
with legal rights acquired prior to the passage of the proposed bill, 
and in effect would reenact protection for such rights in the same 
Janguage as contained in section 7 when first enacted in 1914. The 
effect of this provision was to maintain without legal impairment any 
contractual right which was lawfully obtained by a corporation before 
this measure should have become law. At the same time, as in the 
similar provision contained in the original section 7, the bill made it 
clear that such protection of existing legal rights did not make lawful 
anything which before the enactment of this measure was in violation 
of the antitrust laws. 


3. PREMERGER INJUNCTION 


The essential purpose of a requirement for advance notification is 
to permit the Government an adequate a to stop those 
mergers and acquisitions which appear to be of doubtful legality. 
This is consistent with the basic principle of the Clayton Act gen- 
erally, which is the prevention of offenses against competition in 
their incipiency. In many mergers or acquisitions, the properties, 
equipment, management, sources of supply, or customers become so 
commingled that “subsequent attempts to unscramble them may be 
extremely complicated. Furthermore, the time which may elapse 
before the legality of a merger acquisition which has been challenged 
by the Government is adjudicated m: iy be so great that, even where a 
finding of illegality is ultimately made, the competitive structure of 
the particular industry or market may already have been severely 
damaged and the task of restoring competitive conditions highly 
difficult. 

Although the Department of Justice and the Federal Trade Com- 
mission now have concurrent jurisdiction with respect to section 7 
(as well as secs. 2, 3, and 8) of the Clayton Act, only the former agency 
is empowered to institute legal proceedings to prevent and restrain 
violations. This power derives from section 15 of the Clayton Act 
which provides: 


That the several district courts of the United States are 
hereby invested with jurisdiction to prevent and restrain vio- 
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lations of this act, and it shall be the duty of the several 
district attorneys of the United States, in their respective 
districts, under the direction of the Attorney General, to 
institute proceedings in equity to prevent and restrain such 
violations. Such proceedings may be by way of petition 
setting forth the case and praying that such violation shall be 
enjoined or otherwise prohibited. When the parties com- 
plained of shall have been duly notified of such petition, the 
court shall proceed, as soon as may be, to the hearing and 
determination of the case; and pending such petition, and 
before final decree, the court may at any time make such tem- 
porary restraining order or prohibition as shall be deemed 
just in the premises. Whenever it shall appear to the court 
before which any such proceeding may be pending that the 
ends of justice require that other parties should be brought 
before the court, the court may cause them to be summoned, 
whether they reside in the district in which the court is held 
or not, and subpenas to that end may be served in any district 
by the marshal thereof. 


Under this provision the Department of Justice may apply to a 
court for an order staying the consummation of a proposed merger or 
acquisition either for a temporary period or pending its adjudication 
by thecourt. Private parties also have the right to petition a Federal 
district court to enjoin the consummation of a proposed merger or 
acquisition, as in the case of Hamilton Watch Company v. Benrus 
Watch Company.” 

It has been suggested that the Federal Trade Commission be pro- 
vided with the same premerger injunction power as the Department of 
Justice with respect to corporations under the jurisdiction of the Com- 
mission. Prof. S. Chesterfield Oppenheim, cochairman of the Attorney 
General’s Committee, has stated that the Clayton Act committee of 
the American Bar Association Section on Antitrust endorsed such a 
provision almost unanimously.** The Federal Trade Commission 
would be given such a power under H. R. 9424, which was approved by 
the House in the 84th Congress. This provision with slight modifica- 
tion was also approved by the Judiciary Committee of the Senate as 
part of the amended version of H. R. 9424, which it reported on July 
27,1956. As modified by the Senate committee, that provision would 
authorize the Federal Trade Commission, whenever it had reason 
to believe such action to be in the public interest, to petition a Federal 
district court for an order to enjoin stock and/or asset acquisitions in 
advance of consummation, or to maintain the status quo after such 
acquisitions had been wholly or partially efit. 

Although the Federal Trade Commission now lacks the power to 
seek restraining action of a court to prevent consummation of a pro- 
posed merger or acquisition or to maintain the status quo, it does have 
the right to request the Attorney General to seek such action on its 
behalf. This right has never been exercised, even in the four cases 
in which, prior to consummation of the transaction, the companies 
involved had sought, and been denied, clearance by the Federal Trade 


715 U. 8. C.. sec. 25. 
#211 Supp. 807 D. Conn. 1953. 
* Hearings House Antitrust Subcommittee, January 23, 1956, testimony, p. 269. 
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Commission. These cases include the acquisition by Pillsbury Mills 
of two of its competitors, and the acquisition by International Paper 
Co. of Long-Bell Lumber Co., both of which were made the subject 
of complaints brought by the Federal Trade Commission subsequent to 
consummation. In the case of the International Paper acquisition, 
the Federal Trade Commission, immediately following announcement 
of the proposed transaction, moved under the all-writs statute to obtain 
a court injunction to restrain International Paper from taking any 
further steps to consummate the merger pending adjudication of its 
legality ; the court denied this motion without an opinion. 

The premerger injunctive remedy now available to the Department 
of Justice has not been used to any significant extent to date, even 
with respect to proceedings initiated by that agency. In only two 
cases to date, one involving an acquisition by the Brown Shoe Co. and 
one by Continental Can Co., has the Attorney General employed this 
preliminary injunction power to attempt to prevent consummation of 
a proposed merger. In both cases the court refused to grant the relief 
sought by the Government. 

In the Brown Shoe case, the restraining order issued by the court 
permitted the merger to be consummated under certain conditions be- 
fore the Government complaint was decided. The court granted a 
temporary injunction under which the parties may proceed with the 
merger, pending final adjudication of the issues, provided that the 
stock earnings and profits of the acquired company are maintained 
in segregated form. In its opinion the court stated: 


The appellate court decisions and the affidavits of all par- 
ties in this case convince this court that the shoe industry is 
not simple in its operations and that many factors of a com- 
plex nature must be considered before it can be determined 
that a merger of the character presented in this case would 
violate section 7 * * * 

There is no way to determine how long this case will take 
before the decree becomes final. The merger depends on 
economic and stock market factors. They are now favorable 
to consummation of the merger. On the day of final judg- 
ment they may be such as to make the merger impossible. If 
there is a final judgment in favor of defendants, and economic 
and market conditions at that time are such as to make the 
merger impossible, plaintiff would have the victory in fact 
but not on the record. 


In the Continental Can case, the court refused to take any step 
whatever to prevent the consolidation of the operations of the two 
companies pending the adjudication of the legal issues: 


The complaint herein does not clearly show by specific 
facts that the plaintiff United States will suffer immediate 
and irreparable injury, loss, or damage if the drastic remedy 
of temporary restraint of the proposed acquisition of de- 
fendant Hazel-Atlas Glass Co.’s assets by defendant Con- 
tinental Can Co., Inc., is not invoked. 





®U. S. District Court, Eastern District of Missouri, Eastern Division, No. 10527 (2). 
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Should the acquisition be ultimately held violative of the 
Clayton Act, plaintiff’s relief may be accompanied by a de- 
cree of divestiture. 

Balancing the equities presented by the plaintiff in its com- 
plaint and upon argument with those presented by the de- 
fendant upon argument and in their memorandum, the court 
in its discretion saa the plantiff’s application on notice for 
a temporary restraining order. 


In one other case, involving the acquisition by Schenley Industries 
of another distiller, an injunction proceeding was brought by the 
Attorney General to restrain an acquiring company from voting the 
stock of a competitior which had already been acquired. No decision 
in this matter has yet been rendered, although pending such decision 
Schenley has agreed not to vote the acquired ‘stock. 

Experience with the use of the premerger injunctive power has 
been so limited to date that it cannot be foretold with certainty what 
attitude the courts will take. It is clear, however, that in the final 
analysis the power to seek a restraining order in advance of consum- 

mation of a proposed merger provides no assurance that the courts 
will agree that the circumstances as presented by the enforcement 
agencies warrant such interference with the normal course of a busi- 
ness transaction before its illegality has been determined. In the Con- 
tinental Can case, the court based its refusal to grant the Govern- 
ment’s petition for a restraining order on the ground that it regarded 
even temporary restraint as a “drastic re smedy” and that the complaint 
failed to demonstrate clearly that the restraint was necessary in order 
to avoid “immediate and irreparable injury loss or damage” to the 
public interest. The courts may be partic ular ly reluctant to interfere 
in this manner if it appears that the trial of ‘the issues will require 
an extended period of time. 


4. QUANTUM OF PROOF 


It is well recognized today that a lower order of evidence or “less 
stringent burden of proof” is sufficient to establish violations of the 
Clayton Act than of the Sherman Act. In a number of cases brought 
under the old section 7, application by the courts of legal tests more 
suitable to cases brought under the Sherman Act aggravated problems 
of enforcement. In amending the law in 1950 the Judiciary Commit- 
tees of both Houses of Congress clearly intended to avoid a repetition 
of that experience. 

For example, the report of the Senate Committee on the Judiciary 
stated : 


The committee wish to make it clear that the bill is not 
intended to revert to the Sherman Act test. The intent here, 
as in other parts of the Clayton Act, is to cope with monop- 
olistic tendencies in their incipiency and well before they 
have attained such effects as would justify a Sherman Act 
proceeding.”® 


* U.S. District Court, Southern District of New York. 
®S. Rept. 1775, 81st Cong., 2d sess., 4-5. 
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The House committee report went somewhat further. It stated; 


Acquisitions of stock or assets by which any part of the 
commerce is monopolized or by which a combination in re- 
straint of trade is created are forbidden by the Sherman Act. 
‘The present bill is not intended as a mere re-enactment of this 
prohibition * * *, Merger or acquisition will be unlawful if 
it may have the effect of either (a) substantially lessening 
competition or (0) tending to create a monopoly. These two 
tests of illegality are intended to be similar to those which 
the courts have applied in interpreting the same language as 
used in other sections of the Clayton Act.?" 


Against the background of this expression of legislative intention 
considerable controversy appears to have arisen recently as to the 
nature and extent of the evidence required to determine whether 
a merger or acquisition violates section 7. Some argue that the effect 
of a merger or transaction upon competition cannot readily be deter- 
mined except on the basis of a comprehensive appraisal of a wide 
range of relevant economic data. Others argue that a comprehensive 
economic inquiry of this kind is analogous to a rule-of-reason approach 
which is applicable under Sherman Act standards, but which is un- 
necessary for purposes of section 7. The latter point to the Standard 
Stations decision of the Supreme Court which was handed down 

shortly before the bill amending section 7 was acted upon by the 
House committee, and to the Supreme Court decision in the Inter- 
national Sait case, which had been handed down 2 years earlier.* 

These decisions, which involved section 3 of the Clayton Act con- 
cerning exclusive dealing contracts, have been generally, although 
not unanimously, interpreted as establishing a per se rule of violation 
under which the legal requirement was satisfied by proof that a 
substantial portion of the market had been affected by the practice 
in question. Under the line of reasoning flowing from that decision, 
it is argued, section 7 is violated without further need of proof where 
on the face of the facts themselves a “dominant” concern acquires 
another which is in financially sound condition, where the amount 
of the market thus acquired is quantitatively substantial. The Stand- 
ard Stations decision in this respect was somewhat qualified in that 

it referred not only to the substantiality of the amount of commerce 
affected, but also to the substantiality of the share of the market 
atfec ted. 

The first major proceeding in which this problem was at issue was 
that involving a complaint brought by the Federal Trade Commission 
against Pillsbury Mills. In that case the examiner had dismissed 
the complaint, ruling that the failure of the Commission counsel to 
insist by subpena upon the submission by Pillsbury of certain original 

market data constituted a failure to support the complaint “by relia- 
ble, probative, and substantial evidence in the record as required by 
the Administrative Procedure Act.” The examiner expressed no 
opinion as to whether section 7 had been violated. 

The Commission unanimously reversed the examiner, stating that 

a prima facie case had been made out and that the complaint had 


7 H. Rept. 1191, 81st Cong., 1st sess., 8. 
% Standard Oil of California v. U. 8. 337 U. S. 298 (1949) ; International Salt Company 
v. U. 8. 332 U. S. 392 (1947). 
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been improperly dismissed. Accordingly, the Commission remanded 
the case for further hearing. 

The Commission also made a number of observations concerning 
questions which, although not essential to a determination of the 
rather narrow issues involved in the examiner’s decision, were relevant 
to broad policy issues concerning the type and quantity of proof re- 
quired by the law. In certain respects these observations served a 
salutary purpose. The Commission counsel had argued vigorously 
before the examiner that it was not necessary to show the “market 
shares” or proportions of the market held by the acquiring and ac- 
quired companies and thus affected by the acquisitions. ‘The posi- 
tion of the Commission counsel in this regard was essentially that it 
was suflicient to demonstrate that the companies involved were sub- 
stantial factors in the market in quantitative terms, The examiner 
had ruled that— 


even if the Standard Stations case test of competitive effect 
under section 3 of the Clayton Act is applied to section 7 
cases, as has been suggested by counsel in support of the com- 
plaint, it would be necessary to have abet evidence in the 
record to show the percentage of the market controlled by the 
respondent as the result of the acquisition, 


While not specifically alluding to this issue, the Commission im- 
pliedly endorsed the ruling of the examiner on this particular point 
and rejected the extreme position adopted by the Commission counsel 
in support of the complaint. By not focusing attention more clearly 
upon the necessity for proving that the market shares, as well as the 
quantity of commerce, were affected by any acquisition, the Commis- 
sion in this opinion lost an important opportunity to provide con- 
structive guidelines to the Commission staff in section 7 cases. Un- 
fortunately from the standpoint of providing practical and effective 
enforcement criteria, the Commission in its observations or “dicta” 
went to the opposite extreme of the position presented by the Commis- 
sion counsel, declaring emphatically that— 


There must be a case-by-case examination of all relevant 
factors in order to ascertain the probable economic conse- 
quences. 


The Commission opinion stated : 


No single set of standards can be applied to the whole range 
of American industries. No single characteristic of an ac- 
quisition would of itself be sufficient to determine its effect 
on competition. For this reason it would not be sufficient 
to show that an acquiring and an acquired company together 
contro] a substantial amount of sales or that a substantial 
portion of commerce is affected * * *,?9 

Much as the simplified test laid down in Standard Stations 
and International Salt may aid in the presentation of proof 
in cases under section 3, it is not in itself a reliable guide for 
the Commission in carrying out its long-run responsibility to 
prevent reductions in competition through acquisitions of 
assets or stock.*° 





® Docket No. 6000, Opinion of the Commission, p. 8. 
® Tbid., p. 8. 
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The laws given to the Commission to administer are for 
the most part general in nature and not clear of policy ele- 
ments * (Congress) contemplated clarification and com- 
pletion by the Federal Trade Commission. If the admin- 
istrative tribunal to which such discretion is delegated does 
nothing but promulgate per se doctrines, the rationale for its 
creation disappears * * *.5% 

There must be a case-by-case examination of all relevant 
factors in order to ascertain the probable economic conse- 
quences.*? 


Commissioner Mead in a concurring opinion stated that in his 
opinion the language of the Commission— 


should not be interpreted as encouraging the introduction 
into trial records of remotely relevant economic evidence 
which is unnecessary for a determination of the issues.** 


He stated further: 


The extent and character of economic or other data which 
is necessary in any particular case in order for the Commis- 
sion to make an informed decision is a matter which must be 
determined by the facts of that particular case * * * 

* * * the economic factors and economic theories avail- 
able for exposition relating to what effect a merger * * * 
may have on competition may be so many and so changing 
that proceedings attempting to explore thoroughly all facets 
would have no foreseeable termination dates. 

The facts to be determined may be so apparent that a rea- 
sonable man could fairly decide the issues without the benefit 
of extensive data.®® 


The above decision of the Federal Trade Commission in the Pills- 
bury Mills case was rendered in December 1953. The further hearings 
ordered by the Commission are still in progress with the end not yet 
in sight. No more dramatic illustration could be adduced as to the 
unworkability of a rule which requires “a case-by-case examination 
of all relevant factors,” at least as that rule is presently being inter- 
preted and applied. 

The essential dilemma is thus clearly revealed. It is desirable to 
have all the facts, particularly all the truly relevant facts before 
reaching a decision in a matter significantly affecting the property 
interests of corporations and their stockholders. At the same time 
it is not likely that a policy which stultified the enforcement process 
by insistence upon utterly conclusive demonstrations of the competi- 
tive consequences of corporate acquisitions would long be tolerated— 
no matter how justified as a matter of legal philosophy. The search 
for truth would defeat itself were it to frustrate, as a matter of prac- 
tice. the objectives of the law. There is growing recognition that 
fulfillment of the policy and purpose of section 7 requires a conceptual 
framework in which reasonably valid—if somewhat imperfect— 
inferences may be drawn from readily developed types of economic 


81 Tbid.. p. 9. 
%2 Tbid., p. 9. 
83 [hid., Coneurring Opinion, p. 1. 
* Thid., p. 2. 


% Ibid., p. 3. 
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evidence. The concept of market shares as an indicator of competitive 
effect will probably constitute an important part of such a framework. 

It is disconcerting to note that in the 6 years since enactment of the 
new section 7, the courts have yet to rule upon the main legal issues 
in even one of the cases thus far brought by the Government, and that 
in only one case has a section 7 proceeding yet reached the Federal 
Trade Commission for its decision on the issues. The courts and the 
administrative agencies will have to find some practical middle way 
by which the rights of private parties can be properly protected 
without thre: :tening the survival of section 7 as an effective instrument 
of antitrust. 

In this connection, Prof. Edward S. Mason, of Harvard University, 
has observed that “the demand for full investigation of the conse- 
quences of a market situation or a course of business conduct is a de- 
mand for nonenforcement of the antitrust laws,” adding with some 
cogency that, on the other hand, “the rule of reason—even in its ‘most 
reasonable’ application—has never, in fact, examined very far into 
the effects of a challenged course of business conduct. At most it has 
pursued economic inv estigation 1 or 2 steps beyond the point at which 
per se would have carr ied it.” He concludes that neither the per se 
nor the rule of reason approach justifies exhaustive i inquiry, and argues 
for the application of a “market power” standard in the judgment of 
corporate mergers. “And where, in Sherman Act cases, the existence 
of going concerns argues for the application of—at best—a relaxed 
standard of market power, there is every reason why, in section 7 
cases, the standard should be strict.” * 


5. LEGAL TESTS 


In common with other sections of =" Clayton Act, the legal test in 
a proceeding brought under section 7 hinges upon the reasonable 
probability of the specified prohibited effect upon competition. The 
ultimate test is the same for all mergers or acquisitions regardless of 
wide differences which may exist in the seriousness of the competitive 
threat or the effect upon economic concentration in one or another 
transaction. The effect specified in the law is no more specific than a 
substantial lessening of competition or tendency to create a monopoly 
in any line of commerce in any section of the country. 

Substantively the legal issue is whether the transaction is likely to 
have harmful effects upon competition, not whether it may benefit 
competition. Procedurally the burden is upon the Government to 
rove the probability of competitive harm; the defendant does not 
ons to prove that competitive harm will not result. 

Various proposals, some quite drastic in nature, have been made in 
the past to strengthen the position of the Gover nment with respect to 
the substantive and procedural requirements in section 7 proceedings. 

In its final report in 1940, the Temporary National Economic Com- 
mittee recommended unanimously not only the elimination of the 
loophole in section 7 concerning asset acquisitions, which subsequent- 


*° Market Power and Business Conduct: ‘Some Comments on the Report of the Attorney 
General’s Committee on Antitrust Policy,” Proceedings of American Economie Association, 
May 1956, pp. 475-481. 
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ly was accomplished by the 1950 amendment, but also additional legis. 
lation which would— 


forbid the acquisition of the assets and property of com- 
peting corporations of over a certain size unless it be made 
to appear that the purpose iad apparent effect of such con- 
solidation would be desirable. 


It recommended that— 


no such merger should be permitted unless its proponents 
demonstrate— 


(a) that the acquisition is in the public interest 
and will be promotive of greater efficiency and economy 
of production, distr ibution and management; 

(6) that it will not substantially lessen competition, 
restrain trade, or tend to create a monopoly (either in 
a single section of the country or in the country as a 
whole) in the trade, industry, or line of commerce in 
which such corporations are engaged ; 

(c) that the corporations involved in such acquisition 
do not control more than such proportion of the trade, 
industry, or line of commerce in which they are engaged 
as Congress may determine; 

(d) that the size of the acquiring company after the 
acquisition will not be incompatible with the existence 
and maintenance of vigorous and effective competition 
in the trade, industry, or line of commerce in which it is 
engaged ; 

(e) that the acquisition will not so reduce the number 
of competing companies in the trade, industry, or line 
of commerce as materially to lessen the effectiveness and 
vigor of competition in such trade, industry, or line of 
commerce ; 

(f) that the acquiring company has not, to induce 
the acquisition, indulged in any unlawful methods of 
competition or has not otherwise violated the provisions 
of the Federal Trade Commission Act, as amended. 


The procedural effect of this proposal would be to shift the burden 
of legal justification to the companies proposing a merger or acquisi- 
tion of more than a given size. The substantive effect would be to 
require these parties to demonstrate that the transaction would bene- 
fit the public, and would not injure or threaten competition. 

A number of bills patterned after this recommendation have since 
been introduced in Congress from time to time, and some of the same 
basic principles have been suggested for current consideration, 
Criticism centers chiefly around the indefiniteness of such terms as 

“public interest, economy, and efficiency” and the difficulty and ex- 
pense of amassing the economic data required to meet the legal tests 
established. To shift the burden of proof to the defendants and in 
addition to require not merely a showing that the merger or acquisi- 
tion is not likely to injure or threaten competition, but also that the 
transaction will be of public benefit, is to raise a basic question as 
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to whether such a burden could be effectively discharged even where 
healthy and desirable transactions were involved. 

The introduction of an arbitrary statutory standard concerning 
the maximum market sh: are resulting from a merger or acquisition, 
as proposed by the TNEC and others, has evoked strong objection on 
the ground of inflexibility. Similar objections have been voiced con- 
cerning more recent proposals for prohibiting outright any merger 
or acquisition by corporations which have already “achieved large 
size or have attained a position of dominance in their industries. 

Referring to the public interest test alone, such a test is used today 
in the case of proposed mergers or acquisitions in industries which 
are under the jurisdiction of Federal regulatory bodies, such as the 
Interstate Commerce Commission. It is argued that the use of such 
a test for mergers or acquisitions in the nonregulated segment of the 
economy would mean the spre: id of regulation to this segment, with a 
consequent weakening of the spirit of free enterprise. Proponents of 
the idea, on the other hand, argue that the existence of section 7 on 
the statute books is itself a recognition by Congress that corporate 
mergers or acquisitions are of public concern. These proponents point 
out that it might as well be recognized that mergers or acquisitions in 
nonregulated industries, particularly transactions involving the cor- 
porate giants of such industries, can be of such potential consequence 
for the structure of major segments of industry that they are pro- 
foundly affected with a public interest, and in some cases even more 
so than similar transactions in regulated industries. 

The public interest test is a pe test. Its justification, if any, 
must be sought in the relative importance of the objectives of public 
policy in this field. If Congress places a premium upon maximizing 
the relative importance of independent competitive enterprises in the 
country and protecting their number from inroads due to mergers 
and acquisitions, it is difficult to see why it may not properly place 
upon those proposing such transactions a burden of reasonable pro- 
portions designed to demonstrate that the benefit to the public will 

at least counterbalance the loss resulting from the elimination of a 
previously independent business. Such a benefit, however, need not 
for this purpose be defined in terms so broad as “public interest,” a 
concept which is common in the field of regulation but foreign to tra- 
ditional antitrust policy. It should be sufficient to require a positive 
showing that the transaction is consistent with the objectives of public 

olicy concerning economic concentration resulting from external 
cae ab growth. In form, such a test could require a showing that 
a merger or acquisition may reasonably be expected to have the effect 
of increasing competition. This would mean a change in the substan- 
tive legal test contained in section 7 and a shift of the burden of 
proof from the Government to the defendant. 

Merging enterprises frequently justify their consolidation publicly 
on the ground that it will result in more vigorous competition than 

each was capable of offering separately in the industrial fields con- 
cerned, and this is no less true even where the companies involved 
have been engaged in a long series of acquisitions. For example, i in 
testimony before the sube »ommittee, the chairman of the board of 
Burlington Industries, which in the preceding 6 years had acquired 
a dozen enterprises, making it the largest producer in the textile 
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industry, justified these acquisitions in large part on the ground that 
they had strengthened competition. Similarly, the president of Olin- 
Mathieson Chemical Corp., which in the preceding 6 years had been 
involved in 17 mergers or acquisitions, asserted vigorously that these 
transactions not only resulted in no diminution of competition but 
in a positive stimulus to competition. Under the circumstances, 
therefore, it might seem that to require merging enterprises, par- 
ticularly where the acquiring company is of large size, to establish 
such a benefit to competition legally would not be unreasonable. 

In considering the advantages and disadvantages of suggestions 
for broadening the legal tests for mergers and acquisitions, it 1s essen- 
tial to stress the importance of avoiding standards of legality so diffi- 
cult to meet as to deter business combinations which not only may be 
unexceptionable from an antitrust standpoint, but which may actually 
be desirable in the interest of healthy business growth and develop- 
ment, on which, in the final analysis, the economic well-being of the 
country depends. 

The principal drawback of changing the legal test so as to require 
a showing of a positive benefit to competition is that it is not possible 
to foretell the legal difficulties that might be experienced in justifying 
healthy transactions under this standard. The problems of proof 
under law are quite different from those which govern the field of 
public relations, and might well be insurmountable; but even more 
important, the establishment of a new substantive standard with the 
necessity of considerable litigation before its meaning and applicabil- 
ity were fully determined by the courts might conceivably do more 
harm than good at this stage in the development of public policy con- 
cerning the forms of business growth. The shift of the burden of 
proof, however, has no such disability. The change would be pro- 
cedural only with the substantive test remaining the same as at present. 
The difference would be that it would be up to the company acquiring 
another to establish that the acquisition would not substantially lessen 
competition, rather than up to the Government to prove that the 
acquisition would have the prohibited competitive effect. 

One approach which appears to have some promise along this line 
might be to select those mergers or acquisitions which are of a rela- 
tively high order of economic importance, from the standpoint of 
effect upon concentration or similar considerations, and to require 
only in such cases that the burden of proof be upon the companies 
involved. The success of such an approach depends upon the feasi- 
bility of establishing legislative criteria as guides for determining 
those acquisitions to which the new burden-of-proof requirement would 
properly be applied. 


6. ADVANCE LEGAL DETERMINATION 


One method which has been proposed from time to time for assur- 
ing that legally doubtful mergers or acquisitions are stopped prior 
to consummation would be to require advance legal determination of 
such transactions by the Government under certain conditions.** 
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The purpose of such a plan would be to make fully effective the 
power to prevent violations of section 7, thus applying corrective 
action, where justified, before rather than after the damage has been 
done. The effect would be to apply to certain mergers or acquisitions 
in industry in general the same requirement for advance Government 
approval—although not the same criteria for such approval—as now 
applies to mergers or acquisitions by railroads, airlines, or other 
regulated enterprises which are subject to the jurisdiction of the Inter- 
state Commerce Commission, Civil Aeronautics Board, or other regu- 
latory bodies. 

Present clearance procedures of the enforcement agencies depend 
upon voluntary submission of merger and acquisition proposals by 
the companies involved. While designed to encourage parties to 
submit such proposals for advance legal review, relatively few such 
submissions have been made and the program as a whole suffers from 
defective legal authority. 

Establishment of an effective plan of advance approval must take 
cognizance of the sound objections which have been raised against 
such a plan in the past. These objections are generally similar to, 
although stronger than, those suggested concerning a requirement for 
advance notification. Practical business disadvantages resulting from 
the necessity of premature disclosure of merger plans to the Govern- 
ment would be even greater in the case of public disclosure. Further- 
more, businessmen’s fears of undue delay in such proceedings are 
well-founded, judging by the history of some of the cases which have 
been brought under section 7, such as the Pillsbury Mills case which 
has been in progress in the Federal Trade Commission for almost 5 
years without yet having reached the courts. It is argued also that 
the administrative burdens of operating a program of advance ap- 
proval might be so great as to delay still further the extensive time 
already required on purely legal grounds. Finally, it is felt that the 
added redtape necessitated by a program of advance approval would, 
in and of itself, discourage mergers or acquisitions which otherwise 
might be perfectly healthy and desirable from the standpoint of the 
public interest. 

It is clear that to be effective a plan of advance approval would, 
in the first instance, have to be fairly selective. If the aim of such 
a plan is to require an advance legal determination of mergers or 
acquisitions which constitute a serious threat to the basic purposes 
of the law concerning such transactions, the requirement for such 
advance review may properly be limited to the more important cases. 
Thus, the requirement for advance legal determination could be made 
coextensive in application with the requirement for a shift in the 
burden of proof. In the case of those proposed transactions selected 
as having such potential consequences as to require such a procedural 
shift, the advance legal determination would, for the same reason, 
also be required. 

Secondly, the advance determination would have to be of a binding 
character from a legal standpoint. That is, it would not be in the na- 
ture of an advisory opinion or an expression of an enforcement agency’s 
intention to proceed on certain submitted facts, but would be based 
upon an adversary proceeding having the same force and effect as one 
in which a complaint is now initiated by the Government. The deter- 
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mination resulting from such a proceeding would have to be subject 
to court review. 

Thirdly, the criteria for determining which transactions would be 
subject to the requirement of advance ‘legal determination would, as 
in the case of the burden-of-proof requirement, have to be provided 
by the Congress. 

Fourthly, in the case of proposed mergers or acquisitions for which 
advance legal proceedings would not be mandatory, that is, in those 
cases where only the procedural] provisions in the present law would be 
applicable, the right voluntarily to seek an advance adjudication 
might be accorded to the parties involved. In such cases, the burden 
of proving that the proposed acquisition would not impair ‘competition 
would also be upon those proposing the acquisition. The effect of this 
opportunity for advance legal determination would be to retain the 
advantage of the present clearance procedures in providing some legal 
guides to parties proposing to merge, but would establish such guides 
on the firm legal footing of a formal proceeding. The main disadvan- 
tages of this idea from an enforcement standpoint are twofold : 

(1) It would permit private parties to determine the timing of a 
trial of the issues, and at the time so selected the full competitive im- 
plications of a proposed merger or acquisition might not be clear. A 
related consideration is that advance adjudication may be voluntarily 
sought for each of a series of transactions, no one of which may have 
manifestly adverse competitive effects, but which may raise questions 
as to legality under section 7 by reason of the total pattern and effect of 
such acquisitions. 

(2) From a practical standpoint, requests for advance adjudication 
might interfere with the machinery of enforcement if they were too 
numerous or subjected the staff to excessive pressures in curtailing the 
time needed to investigate and prepare an adequate case on behalf of 
the Government. For the idea to be effective, then, some means would 
have to be found for meeting these problems satisfactorily. 

Finally a requirement for advance legal determination would tend 
inevitably to discourage mergers indiscriminately, the good with the 
bad, if the prospect were only ‘for the same type of pr olonged litigation 
which has characterized section 7 proceedings to date. The feasibility 
of such a requirement therefore stands or falls upon the dispatch with 
which premerger proceedings can be tried and papaliented. If such 
cases cannot be disposed of expeditiously, the question to be faced is 
whether a requirement for advance legal determination would not do 
at least as much harm as good. 


7. EITHER CORPORATION ENGAGED IN COMMERCE 


As defined in the Clayton Act, “commerce” means the interstate 


or foreign commerce of the United States. Section 7 at present has 
no applicability to stock or asset acquisitions where the corporation 
whose stock or assets are acquired is not engaged in such commerce. 
Thus the prohibitions of section 7 concerning corporate mergers or 
acquisitions which do substantial injury to competition does not apply 
where the acquired corporation is engaged in pureiy intrastate busi- 
ness. If this exemption from the terms of section 7 were eliminated, 
the enforcement agencies would be able to reach situations where 
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certain types of interstate corporations expand their power through a 
continuous pattern of acquisitions of purely intrastate businesses. 
Such acquisitio ns, while individually not of particular significance, 
ean be of the greatest competitive significance from a cumulative 
standpoint. 

Furthermore, it is sometimes unclear whether a corporation doing 
a local business is engaged purely in intrastate commerce or is, in a 
strictly leeal sense, engaged in interstate commerce. The objective 
of section 7 is to prevent competitive evils which may be achieved by 
buying up other companies, and these evils are basically the same 
whether the businesses acquired are interstate or intrastate in char- 
acter. 

One of the provisions of H. R. 9424 as approved by the Committee on 
the Judiciary on July 27, 1956, would have recognized this problem 
by amending section 7 to make it applicable to transactions where 
either the acquiring corporation or the corporation from which stock 
or assets are acquired is engaged in interstate or foreign commerce. 


8. BANK MERGERS AND ACQUISITIONS 


The need for strengthening the law with respect to bank mergers 
received considerable attention during the 84th Congress in both House 
and Senate. The House on February 6, 1956, approved H. R. 5948 
which would have amended section 7 by subjecting bank mergers to 
the same legal standards of competition now contained in that section 
with respect to corporate mergers generally, and this provision was 
incorporated in precisely the same form in the bill H. R. 9424, which 
contained several other changes in the merger statute and which was 
passed by the House on April 16. 

During hearings held in June 1955 and May 1956, testimony was 
received from the heads of the Federal bank supervisory agencies 
Board of Governors of the Federal Reserve System, Controller of 
the Currency, and Federal Deposit Insurance Corporation; from the 
National Association of Supervisors of State Banks, the organization 
representing State banking officials; from the American Bankers 
Association, the principal trade association in the banking field; and 
from the Independent Bankers Association of America representing 
smaller independent banks 

The reason for the subcommittee’s concern with respect to bank 
mergers derives from the number, character, and trend of such trans- 
actions in recent years. In 1955, 232 previously independent banks 
had ceased operations in the United States as a result of consolidations 
and mergers. In the 3 years 1953-55, there were 556 such bank absorp- 
tions, more than twice the number of such transactions in the pre- 
ceding 3 years. 

The size of the banks involved in these transactions has varied 
widely. In some cases small banks have been purchased by other small 
banks; in other cases local banks have been acquired by large city 
banks; in still other cases giant financial institutions have merged 
with each other. The effect of bank mergers has been to increase 
the concentration of banking resources in almost every important finan- 
cial center in the United States. New York City alone, in the year 
1955, witnessed several of the largest bank mergers in ‘American 
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financial history. Among these were the merger of the Chase National 
Bank, having total assets of about $5.7 billion, with the Bank of Man- 
hattan Co. which had assets of $1.6 billion and the Bronx County 
Trust Co. which had assets of $76 million; the merger of the National 
City Bank of New York, having total assets of about $5.8 billion, 
with the First National Bank of New York, which had assets of over 
$700 million; and the merger of the Bankers Trust Company of New 
York, which had assets of $2.2 billion, with the Public National Bank 
& — Company of New York, which had assets of almost $600 
million. 

Data submitted to the subcommittee showed the percentage of total 
commercial bank assets owned by the single largest, the 2 largest, and 
the 4 largest banks in 16 important cities of the United States. In 
each case the 4 leading banks own more than 60 percent of total com- 
mercial banking assets in that city. The data are as follows: 


Percentage of total assets owned by largest banks in principal financial centers 
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The increasing trend toward banking concentration directed the 
attention of the subcommittee to the need for assuring that statutory 
powers are adequate to cope with those mergers which have adverse 
effects upon the competitive structure of banking in the country. 
Section 7 of the Clayton Act now prohibits bank mergers consum- 
mated by purchase of stock wherever the result might be a substantial 
lessening of competition or a tendency to create a monopoly in 
any line of commerce in any section of the country. In actual prac- 
tice this prohibition has been a “dead letter” since virtually all bank 
mergers, for legal reasons, are effected through purchase of bank 
assets rather than of stock. As a result, the legal tests concerning 
competitive effect which are now applied under section 7 with respect 
to other types of corporate mergers are totally ineffective with respect 
to bank mergers. 

In order to remedy this deficiency, the subcommittee in reporting 
H. R. 9424 to the full committee accepted without change that pro- 
vision of the House-passed bill relating to bank mergers. Under this 
provision, the legality of any bank merger would be determined pri- 
marily on the basis of its effect upon competition. Enforcement of 
section 7 with respect to banks would be vested concurrently in the 
Federal Reserve Board and in the Attorney General in line with the 
concurrent jurisdiction principle applicable to other types of mergers 
under section 7. 

Under present State and Federal banking statutes various bank 
supervisory agencies have responsibility for approving or disapprov- 
ing bank mergers, depending upon the nature of the transaction. 
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This responsibility is incomplete and somewhat overlapping. The 
Comptroller of the Currency is required to pass upon all mergers 
where the surviving institution is a national Cok. Where the sur- 
viving bank is a State-chartered institution, the merger must be ap- 
proved by the appropriate State banking authority. However, if the 
continuing or acquiring State-chartered bank is a member of the Fed- 
eral Reserve System, the approval of the Board of Governors of that 
System is also required, but only if the combined capital and surplus 
of the merging banks are diminished by the transaction. Where the 
surviving State-chartered bank is not a member of the Federal Re- 
serve System but is insured by the Federal Deposit Insurance Cor- 

oration, the approval of the transaction by that body is also required, 
but again, only if the combined capital and surplus are to be im- 
paired. Where the surviving institution is a nonmember noninsured 
bank, or where the bank which survives is a State-chartered bank and 
the combined capital and surplus of the merging banks are not re- 
duced, no approval is required by any Federal agency. The largest 
bank merger in the history of this country, that of the Chase National 
Bank into the Bank of Manhattan Co., a State-chartered institution, 
was in the latter category, and thus, regardless of its effect, not legally 
subject to any requirement for approval by any Federal banking 
agency. 

oh those cases in which Federal approval of a bank merger is re- 
quired at present, the statutory criteria for approval do not include 
any reference to the effect of the proposed transaction upon banking 
competition. During the course of the hearings, the three Federal 
bank supervisory agencies proposed that the present authority for 
advance approval of bank mergers by those agencies under the bank- 
ing statutes be broadened to include all bank mergers, regardless of 
the effect upon capital structure, wherever the surviving institution 
is a national bank, a member of the Federal Reserve System, or is 
insured by the Federal Deposit Insurance Corporation; that the cri- 
teria for approval be amended to include the effect of banking compe- 
tition among the various factors to be considered ; and that these three 
agencies be vested with final authority over all bank-merger trans- 
actions. Under this proposal the appropriate banking agency might, 
if it wished, require the opinion of the Attorney General but would 
not be obliged either to make such a request or to follow the recom- 
mendation received. 

This approach, which was endorsed by the American Bankers As- 
sociation, was proposed by the Federal bank supervisory agencies in 
place of legislation making section 7 applicable to bank mergers. The 
Department of Justice testified in vigorous support of the provisions 
embodied in H. R. 9424 with respect to bank mergers, and in vigorous 
opposition to the approach proposed by the three Federal supervisory 
agencies and the American Bankers Association. 

A bill embodying the approach recommended by the Federal bank- 
ing agencies and the American Bankers Association, S. 3911, was in- 
troduced by Senator Fulbright on May 23, 1956, referred to the Com- 
mittee on Banking and Currency, reported favorably by that commit- 
tee on July 16 and passed by the Senate on July 25, 1956. 

The Committee on the Judiciary, in acting on H. R. 9424, was con- 
vinced that only by subjecting bank mergers to a more stringent stand- 
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ard of competitive effect than was possible under existing law could 
an effective means of coping with the rising trend of bank mergers or 
acquis:iions be provided. It was evident that in applying such a ‘stand- 
ard, the special problems of the banking business, as compared with 
the general run of commercial activities, would have to be taken into 
consideration, The Committee on the Judiciary did not act on the 
merger legislation before it until July 27, 1956. In view of the action 
already taken by the Senate on S. 3911, the committee decided to accept 
that approach to the bank-merger problem at that time with the pro- 
viso that before acting upon any bank merger the appropriate bank- 
ing agency would be required to provide an adequate opportunity for 
an expression of views by the Attorney General as to the competitive 
effect of the proposed transaction. The obtaining of such an opinion 
from the Attorney General was to be mandatory rather than discre- 
tionary as provided in S. 3911. It was expected that in weighing the 
effect of a proposed bank merger upon competition the b: anking agen- 
cies would view sympathetically transactions which stemmed from 
the failing conditions, unsound assets or capital structure, or incom- 
petent management of the defunct bank, or from other special circum- 
stances which might otherwise have led to a serious deterioration of 
banking services or conditions in the community or communities af- 
fected. 
While the bill as approved by the Judiciary Committee would 

vest in the banking agencies exclusive authority for approving bank 
mergers and add the competitive factor to the criteria for approval 
instead of making the competitive criteria of paramount and over- 
riding importance, it was not intended that these agencies, in adminis- 
tering the authority, would give mere lipservice to the effect of a 
proposed merger upon competition. The addition of the competitive 
test to those already contained in the Federal Deposit Insurance e Cor- 
poration Act was expected to make a substantial difference in the 
standards applied by the banking agencies in determining whether to 
grant or withhold consent for proposed bank mergers and acquisi- 
tions. In order to assist the banking agencies in discharging their 
responsibilities for giving due weight to the effect of a proposed mer- 
ger upon banking competition, the appropriate agency was to provide 
sufficient opportunity for an opinion from the Attor ney General con- 
cerning such effect. It was expected that the mechanics of obtaining 
such an opinion would be worked out cooperatively and practically so 
that the opinion might be rendered in a timely manner without un- 
necessarily impeding orderly administrative action. 


E. Conciusions 


On the basis of the facts above set forth the staff of the subcom- 
mittee presents for the consideration of the Judiciary Committee 
itself the following conclusions: 


1. POLICY OBJECTIVES 


The objective of an effective public policy concerning mergers and 
acquisitions is to arrest tendencies toward excessive concentrations of 
business power resulting from external, as distinguished from inter- 
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nal, business growth. In achieving this objective, it helps to fulfill the 
broad purpose of the antitrust laws generally to promote and facili- 
tate the efiicient use of economic resources through competition. 

The justification for singling out business gr rowth via merger or 
acquisition for special attention under the antitrust laws is that re- 
gardless of the competitive or other economic effects, such a transac- 
fion, by definition, results in the elimination of a previously inde- 
pendent business enterprise or of a portion of such an enterprise. 
Although considerable business risks may be present regardless of the 
type of business growth involved, section 7 of the C layton Act, since 
its inception, has properly recognized that from a fundamental anti- 
trust standpoint expansion of a company’s market position by the 
acquisition of a going business represents a somewhat lower order of 
enterprising activity than similar expansion through investment of 
new funds or the reinvestment of earnings, superior production or 
distribution efliciency, technological or product innovation, or com- 
petitive skill. 

At the same time, an effective policy in this field must recognize 
that a merger or acquisition may be, and frequently is, an economic 
and efficient route for the expansion of a particular business enterprise. 
In itself, a merger or acquisition is merely one form of competitive 
activity, which may have salutary or unsalutary competitive results, 
depending upon the individual circumstances. Furthermore, as with 
other business transactions, a merger or acquisition may have economic 
effects of a noncompetitive nature which may be either beneficial or 
injurious. 

The law concerning mergers and acquisitions, therefore, must strike 
a difficult balance. It must provide standards and procedures which 
are stringent enough to hold the line against business combinations 
which would tend to weaken significantly the competitive fabric of 
the economy, yet these standards must not be so extreme as to impede 
healthy business growth and development. 

Although the economic significance of individual mergers or acquisi- 
tions may vary widely, the present law provides a single standard 
for judging the legality of all such transactions, and the evidentiary 
burden is the same in al! cases. The present law, in the interest of the 
competitive health of the economy, applies different standards of legal- 
ity to mergers and acquisitions generally than to growth by internal 
expansion. The interest of public policy in corporate mergers is not 
necessarily confined to their effects upon competition. Concern over 
excessive growth of private economic power and its social and political 
implications is built into every member of the structure of antitrust 
policy, including section 7. Given the difficulty of predicting the full 
implications of a major corporate merger for the growth of business 
power, and of restoring the status quo ante years after a merger is con- 
summated, the Congress, in balancing the objectives of public policy, 
may appropriately impose stricter standards and the heavier burden 
of justification in the case of those transactions which are of greater 
potential consequence than others. 

An effective policy concerning mergers must be preventive in ap- 
proach and in result. By the very nature of a merger or acquisition, 
determination of its legality has more practical effect before its con- 
summation rather than some years after. Advance determination 
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may appropriately by required in the case of the more important 
mergers or acquisitions such as those which would be subjected to the 
more stringent requirements mentioned above. 

Regardless of whether or not an advance determination is required 
by the Government, there is merit in the contention that business 
firms which feel the need of certainty as to the legal position of a 
proposed merger or acquisition should have the right to seek and to 
obtain in advance a legally binding determination as to the legality 
of the proposed action. In order for such an approach to be effective, 
it would be necessary to safeguard the enforcement agencies with re- 
spect to the invoking of this right in situations involving a series of 
acquisitions, or with respect to the amount of time necessary to investi- 
gate the facts and try the issues. 

Mergers and acquisitions of the conglomerate or diversification type 
have become increasingly common since the enactment of the 1950 
amendment of section 7, and some of the largest and most important 
mergers and acquisitions during this period have been of that type. 
The present law is an imperfect instrument for dealing with conglom- 
erate mergers or acquisitions. Although intended by the Congress 
to apply equally to conglomerate as to horizontal and vertical 
mergers or acquisitions, the actual language of the law makes 
it difficult at best to effectuate this purpose efficiently. The problem 
is important from an enforcement standpoint because transactions of 
this kind may frequently involve firms which might have expanded 
into each other’s domain in competition with each other; the effect 
upon competition would thus be of a potential character but nonethe- 
less significant in terms of the ultimate competitive structure of the 
industries concerned. Basically, the entry of very large corporations 
by purchase into new industry fields, while justified in the name of 
diversification, may present serious implications for the competitive 
structure of the industry entered, particularly with respect to existing 
smaller and nondiversified competitors in that field. Some recent 
complaints filed by the Government represent an initial attempt to 
explore the applicability of the present statute in such situations, 
These efforts should be intensified so that the status of the law in this 
regard can be fully clarified on the basis of varying sets of facts. 

The legality of some mergers may be a relatively easy matter to 
determine, while a legal judgment concerning others may be extremely 
difficult, depending upon the circumstances in each case. Concepts 
of fair play require that a businessman whose past or proposed conduct 
is in question should have a full opportunity to justify the legal pro- 
priety of such conduct. At the same time, if the policy objective con- 
cerning mergers is not to be defeated by administrative procedures 
which clog the channels of enforcement, a rule of commonsense must 
prevail concerning the nature and extent of economic evidence re 
quired in each case, or type or class of case. Judicial and enforcement 
officers have an obligation to apply such a rule so as to expedite the 
legal process. 

2. PROPOSALS FOR CONSIDERATION 


(a) Selective advance notification and determination 
Under the proposal outlined in this report as being worthy of 
further study, statutory authority would be provided for compulsory 
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notification to the Government in advance of proposed mergers or 
acquisitions involving companies above a given size; mandatory deter- 
mination of the legality of the more important mergers or acquisitions 
in advance of their consummation; and optional advance determina- 
tion for all other mergers or acquisitions. 

Both the Department of Justice and the Federal Trade Commission 
now employ advance clearance procedures under which a company, 
seeking voluntarily to determine in advance the legality of a proposed 
merger or acquisition to which it is a party, may obtain an sdmatien 
or negative “clearance letter” from the agency to which it applies. It 
is not clear whether such clearances are more accurately described as a 
form of advisory legal opinion or merely an indication of the en- 
forcement agency’s intention with regard to proceeding on the facts 
presented. 

In either case the present program has serious weaknesses from the 
standpoint of overall effectiveness, and the legal authority and the 

rocedures employed for the actions taken under this program are 
highly questionable. Furthermore, although the Department of Jus- 
tice now has the authority to institute court proceedings to restrain 
a proposed transaction which it believes to be illegal, no provision 
exists by which the Government is systematically informed abana 
mergers or acquisitions as a basis for determining whether such 
authority should be exercised. 

The purpose of this proposal would be to replace the present pro- 
gram with one which has proper legal authority; which would provide 
the Government with necessary advance information without un- 
reasonably burdening smaller firms; which would require that a 
formal legal determination be made in advance of consummation of 
those proposed mergers or acquisitions which are deemed sufficient] 
important under criteria set forth by Congress to warrant such ad- 
vance adjudication, whether or not such advance determination is 
sought by the parties to the transaction; and which would provide 
companies involved in all other mergers or acquisitions, whether or 
not of such importance as to make advance determination mandatory, 
the option of obtaining a formal adjudication of the proposed trans- 
action if they so desire. 

Advance notification would consist of submission to the Govern- 
ment of pertinent information as specified, and such supplementary 
information as might be necessary. 

With respect to establishing the level of company size below which 
notice to the Government in advance of a proposed merger or acquisi- 
tion would not be necessary, it must be emphasized that the purpose 
of advance notification under this proposal would be to provide a 
systematic flow of intelligence to the Government as a basis for select- 
ing those merger or acquisition proposals which, because of their 
potential consequence for an industry or for the economy generally, 
should be subjected to an advance legal proceeding under the criteria 
established. Care would have to be taken, therefore, not to set the 
line so low as to place upon small business a burden of redtape and 
delay which would contribute little or nothing to the purpose intended, 
nor so high as to run a substantial risk that the Government would 
fail to be informed of planned mergers or acquisitions which would 
justify invoking the requirement of advance determination. The 
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administrative burden of processing and analyzing the information 
submitted would also have to be considered in drawing such a line 
since it would be pointless to impose a reporting requirement merely 
for the accumulation of data in a Government file. 

Under the circumstances, it is likely that the line should be a flex- 
ible one, promulgated by regulation of the responsible agency in 
accordance with the intended purpose of the notification procedure 
and adjusted as circumstances, experience, and good judgment dictate, 
Exemption from the requirements of advance notification or of ad- 
vance determination would not constitute exemption from the prohibi- 
tions of the law itself, and the right of the Government to proceed 
against mergers or acquisitions which had not been the subject of 
advance legal procedings would remain the same as at present. 

The selection of those merger or acquisition proposals for which 
advance legal proceedings would be mandatory would be made on 
the basis of criteria to be contained in legislation. The purpose of 
requiring advance legal determination in certain cases would be 
essentially the same as that of the premerger injunction. It would 
preserve the status quo while the legality of the transaction was being 
tested. The mandatory procedure would be reserved for those pro- 
posed mergers or acquisitions which were deemed to involve economic 
considerations of such importance that the public interest would be 
better served by a determination of their legality before the “scram- 
bling of the eggs” than after. 

The criteria for determining which proposed mergers or acquisi- 
tions warranted a requirement of advance legal review would be the 
same as the criteria for selecting those transactions upon which heavier 
burdens of justification would be imposed upon the companies pro- 
posing a merger or acquisition, as discussed below. Thus, if a pro- 
posed merger or acquisition were deemed of suflicient potential 
consequence to justify an advance proceeding it would at the same 
time be considered sufficiently important to justify a shift of the 
evidentiary burden. 

In effect, the present proposal would divide all mergers or acquisi- 
tions subject to section 7 of the Clayton Act into three groups: 

The first group would consist of those mergers or acquisitions 
which could be consummated without advance notice to the Govern- 
ment. Transactions in this group would be exempt from the require- 
ment of advance legal determination. Parties to the merger or acqui- 
sition, however, could, if they wished, obtain a determination of the 
legality of the proposed transaction in advance of its consummation 
by requesting such a determination and subjecting the proposed trans- 
action to a formal proceeding, with the requesting party bearing the 
burden of proof. If such a proceeding resulted in approval of the 
transaction, the merger or acquisition would be immune to subsequent 
Government action. On the other hand, if the option to undergo 
advance proceedings were not exercised by the parties, the right of 
the Government, as at present, to proceed prior or subsequent to the 
merger would be safeguarded. In the event of legal proceedings insti- 
gated either by the Government or by the parties themselves, the 
legal tests applicable to mergers or acquisitions in this group would 
be the same as in the present law, namely a probable substantial 
lessening of competition or tendency to create a monopoly in any 
line of commerce in any section of the country. 
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The second group would consist of those mergers or acquisitions 
requiring notification to the Government in advance of their con- 
summation. As in the case of the first group, advance legal proceed- 
ing would not be obligatory; the option to undergo such a ) proceeding 
would be available to the parties, subject to their bearing the burden 
of proof, if they wished to assure themselves of protection from attack 
subsequent to the merger or acquisition; and, if this opportunity 
were not taken adv antage of, the Government would be free to act, 
as at present, either before or after the transaction had been com- 
pleted. The same legal tests as in the first group would be applicable. 

The third group would consist of those mergers or acquisitions for 
which advance legal proceedings would be obligatory, together with 
the heavier burden of proof upon the defendants, 

(b) Criteria for selection 

It is worth emphasizing that the purpose of such criteria would be, 
not to establish the legality or illegality of a proposed merger or 
acquisition, but to guide the identification of those transactions which 
appear to have suc ch important implications from the standpoint of 
policy objectives in this field as to justify advance scrutiny and the 
application of more stringent requirements of legality than ordinarily 
imposed. In brief, the purpose of such criteria of selection would be, 
not to provide legal answers but to permit the timely raising of per- 
tinent legal questions. 

In establishing such criteria, the aim of Congress would be to pro- 
vide an adequate basis for the guidance of ‘the enforcement and 
adjudicating bodies, but not to attempt to establish a mechanical 
formula in a field which by its very nature requires an important 
degree of flexibility and discretion to meet complex and changing 
economic situations. 

These criteria might appropriately relate to the following factors: 

(a) Absolute or relative size of the companies involved, regardless 
of how such size was attained, where such size is already manifested 
in a high degree of power in one or more markets. 

(6) History of merger record of the companies involved, where the 
possibility of excessive resort to this form of expansion is indicated. 

(c) Competitive structure of the industries affected, where markets 
are already characterized by a high degree of concentration, or where 
the companies involved, either singly or together, have already at- 
tained a position of dominance and account for a substantial share of 
such markets. 

The above factors are not intended to be exhaustive, but rather to 
illustrate the types of criteria which might properly be considered 
in connection with the general proposal, and to serve as a basis for 
discussion and further elaboration by interested parties. 


3. IMPROVED DATA ON BUSINESS MERGERS AND CONCENTRATION 


There is a serious deficiency with respect to the availability of com- 
prehensive statistical and analytical data concerning the facts of size 
and concentration in industry and finance. Under the Legislative 
Reorganization Act “each standing committee of Congress is required 
to exercise continuous watchfulness” of the execution of the laws under 
its jurisdiction, and for that purpose to study all pertinent data 
submitted to the Congress by the executive agencies. 


ee enter eet ee at 


viaemnere 


MAS VT ACME SRE OY APL) 








74 CORPORATE MERGERS AND ACQUISITIONS 


It is disturbing that reliable current data are lacking with which 
to evaluate with any degree of precision the significance of recent 
merger trends from the standpoint of business concentration. More 
adequate intelligence of this kind is urgently needed to facilitate 
understanding of the economic significance of individual mergers as 
well as of broad merger trends or movements, and to permit a con- 
tinuing appraisal as to whether or not the objectives of public policy 
concerning mergers and acquisitions are being died 

This problem is a fundamental one. The lack of data concerning 
the concentration effects of recent mergers is but part of a serious 
deficiency of basic statistical and analytical data concerning the nature 
and extent of concentration in industry and finance generally. 

The committees of the Congress charged with jurisdiction of the 
antitrust laws cannot effectively discharge their responsibilities in 
the absence of relevant economic information caaauel and presented 
currently on a comprehensive and systematic basis. 

In recognition of the need for such data, the subcommittee has 
arranged for the preparation of an extensive body of pertinent infor- 
mation from the 1954 census. This information will be released by 
the subcommittee as part of a special report on business concentration, 
which is under preparation and will be issued as soon as possible. 
Using this material as a beginning, it is proposed to study the pos- 
sibility of developing a program for the regular submission to the 
Congress of adequate up-to-date reports concerning concentration 
trends in the economy and the factors contributing thereto, 
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Mr. Payne, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany 8, 235] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 235) to increase from $50 to $75 per month the 
amount of benefits payable to widows of certain former employees of 
the Lighthouse Service, having considered the same, report favorably 
thereon without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 235 would authorize an increase in the amount of annuity bene- 
fits payable to certain unremarried widows of former Lighthouse Serv- 
ice employees. The annuities are payable under the noncontributory 
retirement system set up by the Lighthouse Retirement Act of 1918, 
and administered by the United States Coast Guard, of which the 
former Lighthouse Service is now a part. Under the provisions of the 
act of August 19, 1950 (title 33, U. S. C., see. 771, 772) unremarried 
widows of certain former employees of the Lichthouse Service who 
died while receiving retired pay, and widows of certain employees of 
the Service who have died or may die from non-service-connected 
causes after 15 or more years of employment, are entitled to receive 
an annuity of $50 per month. S. 235 would increase the amount of 
this annuity to $75 per month. 

In its report on 5. 2937, 84th Congr ess, an identical bill, the Civil 
Service Commission stated that it “would not object to an increase 
approximating the same percentage (a maximum of 12 percent) 
allowed civil service retirees generally (act of August 11, 1955)” but 
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was unable to recommend enactment of the bill as drawn. The 
Treasury Department, reporting on 5. 2937, stated that the Bureau 
of the Budget, had advised that it could not recommend enactment. 
However, the C omptroller General, in his report on S. 2937, ‘‘saw no 
serious objection to increasing the annuities * * * to the extent 
proposed,” and his report on 8. 235, dated January 15, 1957, states 
““we still can perceive no objection to the proposed legislation.” 

While the increase proposed in the instant bill is higher, percentage- 
wise, than the increases granted to civil service employes es gene! ‘ally 
by the act of August 11, 1955, your committee believes that the 
proposal is not out of line with the recommendation made to Congress 
by the Committee on Retirement Policy for Federal Personnel, 
established by the act of July 16, 1952. The recommendation reads 
as follows: 


(1) The problem of adjusting the annuity benefits of re- 
tired employees and of the survivors of former emplovees is 
one which must be resolved from time to time as circum- 
stances require; e. g., a substantial increase in the cost of 
living. The committee believes that it is incumbent on the 
Congress when adjusting the current pay of Government 
employees, or when liberalizing the benefit formula for future 
annuitants, to reexamine the benefits paid to annuitants 
already on the rolls with a view to adjusting their annuities as 
warranted. 

(2) In making the annuity adjustments, consideration 
should be given to the fact that the staff retirement systems 
are designed primarily to provide benefits for career em- 
ployees. When adjustments in annuities are made, the orig- 
inal relationship of the basic annuity to the salary and service 
of the annuitant should be maintained. 

(3) When enacting provisions for adjustment of annuities 
the Congress should concurrently make appropriations to 
finance such adjustments. 


Certainly a ‘‘cost of living” increase in the annuities of the unre- 
married widows of former Lighthouse Service employees can be justi- 
fied on the same grounds on which the general increase in civil service 
annuities was based. Howeve r, maintenance of the original relation- 
ship of the basic annuity to the salary of the employees involved was 
not deemed justified: (1) Because there was no such formula involved 
when the amount of annuities was set; (2) because salaries in the 
Lighthouse Service were never quite adequate; and (3) because the 
widows in question are deserving of special conside ‘ration, inasmuch 
as they were frequently called upon to discharge the duties of their 
husbands when the latter went to the mainland for supplies, or in case 
of illness. The wives of the lighthouse keepers were members of the 
Service in every way but one—they were not paid for their services. 
Yet they had to be familiar with, and able to perform, all the routine 
lighthouse duties. 

The cost of annuity bene fits for fiscal 1957 will total approximately 
$238,200 for annuities to 397 recipients. The estimated cost for 
fiscal 1958, 0 an estimated 415 widows, is put at $249,000. Enact- 
ment of S. 235 would increase this amount by $124,500. 

Reports of Government departments and agencies are appended. 
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CoMPrTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., January 15, 1957. 
Hon. WARREN G. MaaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CuarrMan: Your letter of aay 10, 1957, trans- 
mitted a copy of S. 235, which is identical to S. 2937 of the 84th 
Congress. 

In our report dated January 27, 1956, to your committee on S. 2937 
of the 84th Congress, we indicated that while we had no information 
regarding the merits of the bill, we saw no serious objection to 
increasing the annuities of w idows of certain former employees of the 
Lighthouse Service to the extent proposed. 

We have read the report of your committee (Rept. No. 1968) and 
the report of the Committee on Merchant Marine and Fisheries, 
House of Representatives (Rept. No. 2300) on S. 2937, which were 
issued subsequent to our report of January 27, 1956, and we still can 
perceive no objection to the proposed legislation. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States, 





Tue SECRETARY OF COMMERCE, 
Washington, D. C., January 16, 1957, 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: This letter is in reply to your requests of 
January 10, 1957, for the views of this Department with respect to 
S. 235, a bill to increase from $50 to $75 per month the amount of 
benefits payable to widows of certain former employees of the Light- 
house Service, and 8S. 236, a bill to amend section 6 of the act of June 
20, 1918, as amended, relating to the retirement pay of certain mem- 
bers of the former Lighthouse Service. 

These bills appear to be concerned primarily with matters within 
the purview of the Coast Guard in the Department of the Treasury. 

After careful consideration, it appears that the interest of the 
Department is too remote to justify comment. 

Sincerely yours, 
J. ALLEN OvERTON, Jr., 
Deputy General Counsel. 


Unitrep States DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATrorNEY GENERAL, 
Washington, D. C., January 15, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (Senate 235), to 
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increase from $50 to $75 per month the amount of benefits payable to 
widows of certain former employees of the Lighthouse Service. 

The bill has been examined, but since the subject matter thereof is 
not related to any of the activities of the Department of Justice, we 
would prefer not to offer any comment concerning it. 

Sincerely, 
Wituram P. Rocers, Deputy Attorney General, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
matter proposed to be omitted in brackets, existing law in which no 
change is proposed is shown in roman): 


NAVIGATION AND NAVIGABLE WATERS 


(U.S. C., title 33) 
Bae. 371, * 
Where— 

(1) any former employee (other than a former employee whose 
position was classified in one of the grades of the professional and 
scientific service of the Classification Act of 1923, as amended, 
or a comparable grade of the Classification Act of 1923, as 
amended, or a comparable grade of the Classification Act of 
1949, or ‘who performed duties of a position comparable to a 
position so classified after the enactment of law requiring the 
classification of such positions) of the Lighthouse Service has 
died or shall hereafter die at a time when he was receiving or 
was entitled to receive retirement pay under section 763 of this 
title as amended and supplemented, and 

(2) such former employee is survived by a widow who married 
him prior to his retirement from the Lighthouse Servicesand has 
not since remarried—such widow, so long as she does not remarry, 
shall be paid [$50] $75 per month by the Secretary of the 


Treasury. 
mG. dias *.*.%. 
Where— 


(1) any employee (other than an employee whose position was 
classified in one of the grades of the professional and scientific 
services of the Classification Act of 1923, as amended, or a com- 
parable grade of the Classification Act of 1949, or who performed 
duties of a position comparable to a position so classified after the 
enactment of law requiring the classification of such positions) 
of the Lighthouse Service has died or shall hereafter die from non- 
service-connected causes after fifteen or more years of employ- 
ment in such service, and 

(2) such employee is survived by a widow who has not since 
remarried, such widow, so long as she does not remarry, shall be 
paid [$50] $75 per month by the Secretary of the Treasury. 
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Mr. Payne, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8. 236] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 236) to amend section 6 of the act of June 20, 1918, 
as amended, relating to the retirement pay of certain members of the 
former Lighthouse Service, having considered the same, report favor- 
ably thereon without amendment, and recommend that the bill do 

ass, 
: PURPOSE OF THE BILL 


S. 236 would amend section 6 of the act of June 20, 1918, as amended 
(33 U.S. C. 763), to authorize the waiver of all or any part of the re- 
tirement pay of members of the former Lighthouse Service. Present 
statutes provide that a single veteran with income of more than $1,400 
per year or a married veteran whose income exceeds $2,700 per year 
may not receive a non-service-connected pension. (38 U.S. C., ch. 
12A; pt. ILI, sec. Il (a) Veterans Regulations No. 1 (a)). This bill 
would permit such veterans to receive a non-service-connected pension 
by waiving that portion of his retirement pay which is in excess of the 
amounts as noted above. 

In general, unless otherwise provided by statute, compensation 
fixed by statute, or pursuant to statute, may not be waived. Provi- 
sion for waiver of statutory compensation for retired Federal employees 
generally has been made in the Civil Serivce Retirement Act since 
July 16, 1952 (66 Stat. 722) the currently applicable provision con- 
tained in section 14 (d) of the act of July 31, 1956 (70 Stat. 758). 
This bill would simply provide similar authority to individuals 
receiving annuities under the Lighthouse Service Retirement Act. 

The report of the Secretary of the Treasury, dated February 27, 
1957, states that the Treasury Department would have no objection 
to the enactment of S. 236. 
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The report of the Comptroller General of the United States, dated 
January 18, 1957, likewise offers no objection to enactment. 
The reports in question are appended herewith. 





Fresruary 27, 1957, 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CuHarrman: Reference is made to the request of 
your committee for the views of the Treasury Department on S. 236, 
to amend section 6 of the act of June 20, 1918, as amended, relating 
to the retirement pay of certain members of the former Lighthouse 
Service. 

Section 6 of the act of June 20, 1918, as amended and supple- 
mented, provides for the retirement and computation of retired pay 
of certain officers and employees of the former Lighthouse Service, 
The purpose of S. 236 is to amend section 6 by adding a provision 
that any person entitled to retirement pay under the section may 
decline to accept all or any part of his retirement pay by a waiver 
signed and filed with the Secretary of the Treasury. The waiver 
could be revoked in writing at any time, but no payment of the 
retirement pay waived could be made during the effective period of 
the waiver. 

Certain retired officers and employees of the former Lighthouse 
Service are eligible for benefits administered by the Veterans’ Admin- 
istration. Before their entitlement to these benefits is established 
their annual income from all sources must be determined. For 
example, part III of Veterans Regulation 1 (a) provides for payments 
of pension for disabilities or death not the result of service. Paragraph 
II (a) of part III provides: 

“Payment of pension provided by part III shall not be made to any 
unmarried person whose annual income exceeds $1,400 or to any 
married person or any person with minor children whose annual income 
exceeds $2,700.” 

Certain retired officers and employees of the former Lighthouse 
Service receive retired pay in an amount somewhat more than the 
limitation in the provision cited above. Hence, they are barred from 
receiving the pension. On the other hand, an annuitant under the 
Civil Service Retirement Act may waive acceptance of an annuity 
or any part thereof by authority of the act of July 16, 1952, as amended 
(5 U.S. C. 2264 (d)), which provides: 

“Any person entitled to annuity from the [civil service retirement 
and disability] fund may decline to accept all or any part of such 
annuity by a waiver signed and filed with the Commission. Such 
waiver may be revoked in writing at any time, but no payment of the 
annuity waived shall be made covering the period during which such 
waiver was in effect.” 

The enactment of S. 236 would give a similar right to retirees under 
the act of June 20, 1918, to waive acceptance of all or part of their 
retired pay. 

The Treasury Department would have no objection to the enact- 
ment of S. 236. 
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The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
(Signed) Davin W. KeEnpaAtt, 
Acting Secretary of the Treasury. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, January 18, 1957. 
B-89747 
Hon. WARREN G. MaaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. Cuairman: Your letter of January 10, 1957, in effect, 
requests our views on 8S. 236. 

The proposed legislation would amend section 6 of the act of June 20, 
1918, as amended (33 U.S. C. 76 3) relating to retirement pay of certain 
members of the former Lighthouse Service, so as to authorize the 
waiver of all or any part of such pay. 

Under current provisions of law, a single veteran with income in 
excess of $1,400 a year or a married veteran with income in excess of 
$2,700 a year is precluded from receiving a non-service-connected 
pension. (See 38 U.S. C., ch. 12A; pt. III, sec. II (a) Veterans 
Regulation No. 1 (a)). We understand that the purpose of this bill 
is to permit a recipient of Lighthouse Service retirement pay, who is 
also a veteran, to receive a non-service-connected pension by waiving 
that portion of his retirement pay which precludes entitlement to 
non-service-connected pensions. 

The general rule is that, in the absence of any provision so authoriz- 
ing, compensation fixed by statute, or pursuant to statute, may not 
be waived (14 Comp. Gen. 289; 20 id. 41; 23 id. 109; and 24 id. 46). 
In view thereof, and as a similar provision for waiver of retirement 

pay has appeared in the Civil Service Retirement Act since July 16, 
1952 (66 Stat. 722; current provision contained in sec. 14 (d) of the 
amendment of July 31, 1956, 70 Stat. 758). We have no objection 
to offer to the proposed legislation. 

Very truly yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule X XIX of the nee 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (new matter is printed in italics, meatier 
proposed to be omitted in brackets, existing law in which no change 
is proposed is shown in roman): 


RETIREMENT FOR AGE OF OFFICERS AND EMPLOYEES GENERALLY 
(U.S. C., Tire 33) 
a. as. 

* ~ * x * * * 
Provided further, That the retirement provisions and pay shall not 
apply to persons in the field service of the Lighthouse Service whose 
duties do not require substantially all their time. Any person entitled 
to retirement pay under this section may decline to accept all or any part 
of such retirement pay by a waiver signed and filed with the Secretary of 
the Treasury. Such waiver may be revoked in writing at any time, but 
no payment of the retirement pay waived shall be made covering the period 
during which waiver was in effect. 


O 








| 
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INVESTIGATION BY THE FEDERAL TRADE COMMISSION INTO 
THE ACTIVITIES AND PRACTICES OF COMPANIES ENGAGED IN 
THE PRODUCTION, DISTRIBUTION, OR SALE OF NEWSPRINT IN 
INTERSTATE COMMERCE 


Marcu 5 (legislative day, Marcu 2), 1957.—Ordered to be printed 


Mr. Maanuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8S. Con. Res. 20] 


The Committee on Interstate and Foreign Commerce reports 
favorably an original concurrent resolution (S. Con. Res. 20) author- 
izing an investigation by the Federal Trade Commission into the 
activities and practices of companies engaged in the production, 
distribution, or sale of newsprint in interstate commerce, and recom- 
mends that the concurrent resolution do pass. 

Formal inquiry by the Senate Committee on Interstate and Foreign 
Commerce into the recently announced newsprint price increase was 
convened Tuesday, February 26, and continued until February 28, 
1957. Testimony was heard from industry spokesmen and Govern- 
ment officials. The publishers were represented by the general 
manager of the American Newspapers Publishers Association. 

The testimony indicated that during the early part of 1957 the 
publishers were unable to secure a sufficient amount of newsprint to 
meet publishing demands. While at the present time the supply 
seems to be temporarily equal to demand, when 80 percent of the 
newsprint used in the United States is brought in from foreign coun- 
tries, the skyrocketing profits of these suppliers should be looked into. 
This most important problem—price increases—has not been solved. 
In fact an increase of $4 per ton went into effect March 1, 1957. The 
committee believes a solution must be found. 

Earl W. Kintner, General Counsel, Federal Trade Commission, 
made this statement before the committee: 


You may wish to consider the possibility of a congressional 
resolution directing the Commission to make an economic 


86009 





INVESTIGATION OF NEWSPRINT IN INTERSTATE COMMERCE 


survey of the newsprint industry. This survey would 
result in our telling you the current facts with respect to the 
two problems. * * * 

It is also possible, as has occurred with past industrywide 
economic studies made by the Commission, that such an 
industrywide inquiry might develop facts indicating viola- 
tions of the law which could be subject to corrective action 
by the Commission or by the Department of Justice. 

The Commission might undertake another industrywide 
legal investigation of newsprint in the United States. How- 
ever, the Commission does not now have the manpower or 
funds available for such a study in view of the necessity of 
concluding other current work. 


The committee agreed with Mr. Kintner’s suggestion and re- 
quested that a concurrent resolution be drafted which would direct 
the Federal Trade Commission to conduct such an inquiry. 
agreed that an investigation should be made to determine whether 
or not there has been collusion among newsprint manufacturers in 
the pricing of their product. 

The concurrent resolution directing the Federal Trade Commission 
to proceed with such an inquiry, is the result of the hearings, and was 
voted unanimously by the full committee, in the belief that the in- 
quiry, because of its scope, could best be conducted by the Commission. 


O 


It was 
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AUTHORIZING FURNITURE AND FURNISHINGS FOR THE 
ADDITIONAL OFFICE BUILDING FOR THE UNITED 
STATES SENATE 


Marcz 8 (legislative day, Marcu 2), 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 1428] 


The Committce on Public Works, to whom was referred the bill 
(S. 1428) to authorize furniture and furnishings for the additional 
office building for the United States Senate, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of this bill is to authorize and direct the Architect of the 
Capitol, under the direction of the Senate Office Building Commission, 
to provide furniture and furnishings for the additional office building 
for the United States Senate; to enter into contracts and make other 
expenditures necessary to carry out the purposes of the act; and 
authorizes appropriation of necessary sums, providing that any 
appropriations made available under the act may be expended without 
regard to section 3709 of the Revised Statutes of the United States, 
as amended, and section 1316 of the Supplemental Appropriation Act, 
1954 (67 Stat. 439). 

GENERAL STATEMENT 


The act of June 25, 1948, authorizing the construction and equip- 
ment of an additional office building for the United States Senate, 
does not authorize the purchase of furniture and furnishings for the 
new building. It has ane the prevailing practice with respect to 
buildings erected on Capitol Hill to provide for furniture and fur- 
nishings by separate legislation. 

S. 1428 authorizes and directs the Architect of the Capitol, under 
the direction of the Senate Office Building Commission, to provide 
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furniture and furnishings for the additional Senate Office Building, 
The furniture and furnishings for the three original wings of the 
Senate Office Building, erected in 1905-09, and the First Street wing, 
erected in 1931-33, were provided by the Architect of the Capitol 
under the direction of the Senate Office Building Commission. The 
proposed legislation, therefore, adheres to precedent. 

The new Senate Office Building is presently scheduled for occupancy 
about January 1958. The committee believes it urgent that this legis- 
lation be enacted at an early date in order that the Architect of the 
Capitol and the Senate Office Building Commission may (1) be vested 
with authority to provide the furniture and furnishings required for 
the new building; (2) proceed promptly with a study of the building’s 
needs; (3) determine upon the design, quality, and quantity of furni- 
ture and furnishings required; (4) prepare an estimate of cost for the 
procurement of such furniture and furnishings, based on such design, 
quality, and quantity; and (5) secure, on the basis of such estimate, 
the necessary appropriation to procure the required furniture and 
furnishings, in time to award contracts and have the furniture fabri- 
cated, delivered, and installed in the building, by the time the building 
is ready for occupancy. It is estimated that it will require from 6 to 7 
months to manufacture and deliver the required furniture. 

It is considered important that the furniture should be of proper 
design and quality in keeping with the dignity of the Senate. In 
order that the furniture may be selected on such basis as may be 
determined by the Commission to best meet the needs of the Senate, 
and bearing in mind the difficulty of writing nonrestrictive specifica- 
tions that would permit open competitive bidding and at the same 
time result in the Senate obtaining the design and quality of product 
desired, S. 1428 permits expenditures to be made without regard to 
section 3709 of the Revised Statutes, as amended, and section 1316 
of the Supplemental Appropriation Act, 1954. 

Section 3709 of the Revised Statutes, as amended, requires expendi- 
tures to be made on the basis of open competitive bidding and pro- 
hibits proprietary or restrictive specifications. 

Section 1316 of the Supplemental Appropriation Act, 1954, vests 
the General Services Administration with authority over furniture 
procurements by transfer of excess furniture, including rehabilitated 
furniture, from other departments and agencies. 

S. 1428 authorizes the appropriation of such sums as may be neces- 
sary for the procurement of furniture and furnishings for the additional 
Senate Office Building, and also provides the Architect of the Capitol, 
under the direction of the Senate Office Building Commission, with 
necessary contract and expenditure authority. Under the bill, how- 
ever, being an authorization act, and not an appropriation act, it will 
be necessary to follow the customary procedure and secure funds 
through the Appropriations Committee to carry out the purposes of 
the authorization act, after its enactment, before contracts or expendi- 
tures thereunder may be made. 

The committee desires to emphasize that the furniture and fur- 
nishings will be selected by the Senate Office Building Commission 
composed of nine Senators, and does not prohibit awarding contracts 
for such furniture on the basis of competitive bidding. 

The committee urgently recommends enactment of S. 1428 to permit 
Se of the necessary furniture prior to occupancy of the new 

uilding. 
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CHANCES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
| Rules of the Senate, the existing laws from which the bill is exempted 
are as follows: 

Section 3709 of the Revised Statutes, as armended by section 302 (c) 
of the Federal Property and Administrative Services Act of 1949, is 
as follows: 


302 (c). All purchases and contracts for supplies and serv- 
ices shall be made by advertising, as provided in section 303, 
except that such purchases and contracts may be negotiated 
by the agency head without advertising if * * * 
Sec. 303. Whenever advertising is required— 
(a) The advertisement for bids shall be made a sufficient 
time previous to the purchase or contract, and specifications 
and invitations for bids shall permit such full and free com- 
petition as is consistent with the procurement of types of sup- 
plies and services necessary to meet the requirements of the 
agency concerned. 


Section 1316 of the Supplemental Appropriation Act, 1954, is as 
follows: 


Src. 1316. Notwithstanding the provisions of any other 

law, no funds shall be available in this or any other Act fur 

| the purchase of furniture by any department or agency in 

| any branch of the Government if such requirements can 

reasonably bc met, as determined by the Administrator of 

General Scrvices, by transfer of excess furniture including re- 

habilitated furniture from other departments and agencics 

pursuant to the Federal Property and Administrative Serv- 
ices Act of 1949, as amended. 


O 
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IMPROVING ACCOMMODATIONS IN THE EXISTING 
SENATE OFFICE BUILDING 


Makrcz 8 (legislative day, Marcu 2), 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted 
the following 


REPORT 


[To accompany 8. 1429] 


The Committee on Public Works, to whom was referred the bill 
(S. 1429) authorizing the enlargement and remodeling of Senators’ 
suites and structural, mechanical, and other changes and improve- 
ments in the existing Senate Office Building, to provide improved 
accommodations for the United States Senate, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of this bill is to authorize and direct the Architect 
of the Capitol, under the direction of the Senate Office Building 
Commission, to enlarge and remodel Senators’ suites in the existin 
Senate Office Building; to make necessary structural, mechanical, an 
other changes and improvements therein; and to authorize 
appropriation of necessary sums to carry out the provisions of the act. 


GENERAL STATEMENT 


The Senate Office Building Commission was created by Congress 
in 1904 and since then has been charged by Congress with responsi- 
bility for planning, constructing, and furnishing the three original 
wings of the Senate Office Building, together with acquisition of the 
site therefor, in 1904-9; planning, constructing and furnishing the 
First Street wing of the Senate Office Building, alteration of the 
C Street facade and completion of the building approaches, in 1931-33; 
and planning and constructing the additional office building for the 
United States Senate, now under way, together with acquisition of the 
site therefor, in 1947-57. 
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The act of June 25, 1948, authorizing the construction and equip- 
ment of the New Senate Office Building, under the direction of the 
Senate Office Building Commission, makes no provision for remodeling 
or other changes necessary to be made in the present Senate Office 
Building—leaving this matter for separate and subsequent considera- 
tion by the Senate. 

In order to obtain maximum and efficient utilization of space in tho 
present Senate Office Building and in order to provide 5-room suites 
for Senators in that building, it is not only necessary to effect struc- 
tural changes and alterations, but also to effect mechanical, electrical, 
plumbing, and other changes necessitated thereby; also, to make 
other needed improvements in the present building, which has been 
occupied for nearly 50 years. 

S. 1429 authorizes and directs the Architect of the Capitol, under 
the direction of the Senate Office Building Commission, to enlarge 
and remodel Senators’ suites and to make structural, mechanical, 
and.other changes and improvements in the existing Senate Office 
Building, to provide improved accommodations for the United States 
Senate, in accordance with plans to be prepared by or under direction 
of the Architect of the Capitol and to be submitted to and approved 
by the Senate Office Building Commission. 

The Senate Office Building Commission, in their report of July 
16, 1954, on the additional Senate Office Building (S. Doc. 143, 83d 
Cong.), indicated that in order to provide a 5-room suite for cach 
Senator it would be necessary to convert 280 office rooms in the 
present Senate Office Building into 5-room suites, in addition to 
the forty 5-room suites to be provided in the New Senate Office 
Building. 

The Coiiniisdion’ in their report, stated that in the present Senate 
Office Building 5 Senators were provided with a 4-room suite and 1 
detached room; 1 Senator a 3-room and 2 detached rooms; 2 Senators 
a 3-room suite and a 2-room suite; 36 Senators a 4-room suite; 34 
Senators a 3-room suite and 1 detached room; and 17 Senators a 3-room 
suite only; 1 Senator’s suite, consisting of 4 rooms, is located in the 
Capitol. 

The Commission, in their report, also proposed that 83 rooms in 
the present Senate Office Building be provided for committec, sub- 
committee, and special committee staffs. S. 1429 authorizes the ap- 
propriation of such sums as may be necessary for such purposes and 
provides the Architect of the Capitol, under the direction of the Senate 
Office Building Commission, with necessary contract and expenditure 
authority. Under the bill, however, being an authorization act, and 
not an appropriation act, it will be necessary to follow the customary 
procedure and secure funds through the Appropriations Committee 
to carry out the purposes of the authorization act, after its enactment, 
before contracts or expenditures thereunder may be made. The com- 
mittee notes that the estimate of cost cannot be determined until the 
authority granted in this bill is given, the studies made, and the plans 
drawn. 

The committee believes it urgent that the Architect of the Capitol 
be authorized at an early date to engage the necessary architectural 
and engineering assistance to make a detailed survey and study of 
existing conditions and to prepare for the consideration and approval 
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of the Senate Office Building Commission detailed plans and estimates 
of cost of changes, alterations, and improvements which should be 
made. 

The committee therefore recommends early enactment of S. 1429 
to provide the Architect of the Capitol not only with necessary au- 
thority to proceed with such surveys, studies, and plans, but also 
with authority to carry out such plans after they have been considered 
and approved by the Senate Office Building Commission, 


O 
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INCREASING THE LIMIT OF COST FOR CONSTRUCTION 
AND EQUIPMENT OF THE ADDITIONAL SENATE OF- 
FICE BUILDING 


Marcu 8 (legislative day, Marcn 2), 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 1430] 


The Committee on Public Works, to whom was referred the bill 
(S. 1480) increasing the limit of cost fixed for construction and equip- 
ment of an additional office building for the United States Senate, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to increase the limit of cost for construc- 
tion and equipment of an additional office building for the United 
States Senate by $2,846,000, from $20,600,000 to $23,446,000. 


GENERAL STATEMENT 


Construction and equipment for an additional office building for 
the United States Senate was authorized by the Second Deficiency 
Appropriation Act, 1948, approved June 25, 1948, at an estimated 
cost of $20,600,000, including subway and subway transportation. 
The site was acquired and cleared of structures by the Architect of 
the Capitol in 1948-49, under the direction of the Senate Office Build- 
ing Commission. Appropriations totaling $20,600,000 have been 
made available to date under the authorization for the building. 

The authorized total of $20,600,000 was, however, fixed by Congress 
in 1948 and the plans for construction and equipment of the building 
were completed in 1949. As no increase in the authorized limit of 
cost was provided when the project was resumed in 1954, it was neces- 
sary to endeavor to absorb a 23 percent rise in construction costs 
which occurred during the period 1948 to 1954. 
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Effort to absorb this increase was made, upon recommendation of 
the Senate Office Building Commission, by including the following 
language in appropriations made available for the project: 

Provided, That no part of the funds herein appropriated 
shall be obligated or expended for construction of the rear 
center wing of said building, from the ground floor up, pro- 
vided for under the building plans heretofore approved by 
such Commission, 


When the work was resumed the estimated cost of planning, construc- 
tion, and equipment of the building was $19,841,500, as compared to 
a@ present estimated cost of $20,545,000, and the estimated cost of 
planning and construction of the subway and subway transportation 
system was $758,500, as compared to a present estimated cost of 
$2,901,000. 

During the period 1954 to 1957, there has been a further rise in 
construction costs of approximately 17 percent. The contract for 
excavation, concrete footings, and mats was awarded January 10, 
1955. This contract was completed in January 1956. The contract 
for the superstructure was awarded September 9, 1955, and work under 
that contract is in progress. A contract is yet to be let for construc- 
tion of two pedestrian tunnels between the old and new buildings as 
part of the building construction. In order to complete the new build- 
ing, it is now estimated that an additional amount of $703,500 will be 
required for construction and equipment. 

Obligations, totaling $20,133,607, have been incurred, to date, under 
the $20,600,000 authorized and appropriated, leaving a present avail- 
able balance of $466,393. It is estimated that in order to complete the 
project, it will be necessary to incur additional obligations, totaling 
$3,312,393, resulting in the necessity to request a $2,846,000 increase 
in the authorized limit of cost. 

Of the increase of $2,846,000 required, $703,500 additional is neces- 
sary for construction and equipment of the building and $2,142,500 
additional for planning and construction of a subway and subway 
transportation system. 

With respect to the increase of $2,142,500 in the cost of the subway 
and subway transportation system, the following explanation 1s 
presented. 

Under the act of June 25, 1948, the Architect of the Capitol is 
authorized, under the direction of the Senate Office Building Commis- 
sion, at a total cost of not to exceed $20,600,000, and in substantial 
accordance with preliminary plans approved by the Commission, 
June 8, 1948, with such modification as may be necessary or advan- 
tageous, to construct and equip an additional office building for the 
United States Senate, including connections with the present Senate 
Office Building and subway transportation system by suitable tunnels 
and transportation system under First Street and Constitution Ave- 
nue NE., and structural and other changes in the present building 
and subway system necessitated thereby. 

By direction of the Commission, the architects who had prepared 
the preliminary plans for the New Senate Office Building were retained 
by the Architect of the Capitol, by contract, August 6, 1948, as con- 
sulting architects to prepare the final plans and specifications and 
perform all other necessary related services for the design and con- 
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struction of the new building, including the subway and subway 
transportation system, in substantial accordance with the approved 
preliminary plans. i150 

When the New Senate Office Building project was suspended in 
1949, only tentative plans had been prepared for a subway system to 
connect the New Senate Office Building with the Capitol. No final 
decisions had been reached, and the consulting architects had not 
been paid any fees for this part of the work. Tentative plans under 
consideration at the time of suspension of the project contemplated 
construction of a tunnel under Constitution Avenue from the First 
Street and Constitution Avenue corner of the New Senate Office 
Building to the Delaware and Constitution Avenues corner of the 
present Senate Office Building, where the new system would connect 
up with the existing system and continue on to the Capitol via the 
existing subway tracks. Such tentative plans contemplated a return 
switch system which would permit all cars going to the oe to 
operate on one track and all cars returning from the Capitol to the 
Senate Office Buildings to operate on the second track. 

When the project was resumed in 1954, the Senate Office Building 
Commission, in its report on July 16, 1954 (S. Doc. 143, 83d Cong.) 
advised the Senate of these facts and further advised that upon re- 
sumption of the project the Commission would give serious considera- 
tion to the subway and subway transportation phase of the project, 
with a view to providing the Senate with a system that would be highly 
satisfactory and serviceable. 

In the year following resumption of work under the New Senate 
Office Building project, Congress authorized two additional projects 
which materially affect all operations on Capitol Hill—one, the con- 
struction of an additional office building and other facilities for the 
House of Representatives, under the direction of the House Office 
Building Commission; and the other, the extension of the Capitol 
and other improvements related to such extension, under the direction 
of the Commission for the Extension of the United States Capitol. 
With the authorization of these 2 additional projects, it became 
evident that steps should not be taken to crystallize plans for a sub- 
way and subway transportation system between the Senate Office 
Buildings and the Capitol, until studies were first made of the over- 
all transportation and other underground requirements of all 3 of 
the authorized projects. 

The additional House Office Building necessitates construction of 
underground garages, security vault, subways and subway transporta- 
tion systems between the three House Office Buildings and the Capi- 
tol. The extension of the Capitol project provides for construction of 
underground garages and security vault; also approaches, under- 
ground service and delivery facilities, and subways. 

Studies completed to date indicate that in order to integrate the 
Senate Office Buildings’ requirements with those of the Capitol and 
the House Office Buildings and to provide the Senate with speedy and 
efficient service, the original tentative subway and subway transporta- 
tion scheme for the Senate Office Buildings should be abandoned and a 
new scheme developed. 

As a result of these studies, the Senate Office Building Commission 
believes that use of the existing Senate subway transportation system 
should be discontinued and that new tunnels be constructed from the 
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Senate side of the Capitol to the Senate Office Buildings large enough 
to accommodate a separate track system for each of the Senate Office 
Buildings. The new tunnel would start out from the Senate side of 
the Capitol as a tunnel of sufficient width to contain 4 double-rail 
tracks and after a distance of approximately 320 feet from the Capitol 
would branch out into 2 smaller tunnels, each containing 2 double- 
rail tracks—one of the smaller tunnels leading to the present Senate 
Office Building, and the other to the New Senate Office Building. 

The tunnels would be so designed as to fit into the plans for the 
extension of the Capitol, to be carried out at a date subsequent to 
execution of work under the Senate plans. A modern, speedy trans- 
portation system would be provided for operation within the new 
tunnels. 

Studies made to date indicate that it would be almost as costly to 
retain the present Senate subway, widen it, install a new modern, 
speedy transportation system in the same, and construct a tunnel and 
subway transportation system servicing only the New Senate Office 
Building, as it would be to carry out the plans now under consideration. 

These studies indicate the cost of planning and construction of the 
tunnels and subway transportation system now proposed for the Senate 
Office Buildings to be $2,901,000—or $2,142,500 in excess of the 
amount of $758,500 allocated for subway and subway transportation 
systems for these buildings in 1954. 

The preliminary layout of the tunnels and rapid transportation 
system, as now proposed, can be reaily developed into final construc- 
tion plans and specifications and, as soon as the authorization act has 
been amended to provide for the required increase in the limit of cost 
of the project, the construction plans and specifications can promptly 
be placed in the hands of contractors for competitive bid purposes and 
award of contract. 

The committee realizes that since the authorization of the additional 
Senate Office Building, plans for buildings in the Capitol area have 
greatly enlarged in scope, and believes it desirable to integrate the 
subway system with the work to be done under the direction of the 
Commission for the Extension of the United States Capitol, and also 
to consider the system in connection with House Office Buildings 
projects. This work was not anticipated at the time the original 
authorization was made, and full consideration of all projects will 
probably save money in the overall plan. 

The committee urgently recommends enactment of this legislation, 
as it is believed necessary for early comrletion, occupancy, and full 
utilization of the additional Senate Office Building. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate changes in existing law are shown below enclosed 
in brackets: 


Seconp Dericrency AppropriATION Act, 1948, Pusiic Law 
785, 80TH ConaREss, 2p Sussion, APPROVED JUNE 25, 1948 


Construction and equipment of building: To enable the Architect 
of the Capitol, under the direction of the Senate Office Building 
Commission, at a total cost (exclusive of site and other expenses 
authorized under the preceding paragraph) not to exceed $20,600,000 
[$23,446,000] and in substantial accordance with the preliminary 

lans prepared under the authority of the Act of July 11, 1947 (Public 
ose 169, 80th Congress), and approved by the Senate Office Building 
Commission, ~ e's, 


O 
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AMENDING CERTAIN PROVISIONS OF THE COLUMBIA 
BASIN PROJECT ACT 


Manrcu 12 (legislative day, Marcu 2), 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1482] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1482) to amend certain provisions of the Columbia 
Basin Project Act, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The text of the bill is as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 2 (b) (iii) of the Columbia Basin 
Project Act (57 Stat. 14), as amended, is hereby repealed and the following is 
substituted therefor: 

“(iii) Water shall not be delivered from, through, or by means of the project 
works to or for lands not conforming in area and boundaries to the farm units 
covering the lands involved, nor to or for the farm units held by any one land- 
owner (a) which, taken together, comprise more than one hundred and sixty 
irrigable acres, or (b) in the case of a nominal quarter section comprising more 
than one hundred and sixty irrigable acres referred to in subdivision (i) of sub- 
section (b) of this section, which comprise more than the acreage contained in 
such quarter section: Provided, That notwithstanding any other provision of this 
Act, water may be delivered to one or more farm units comprising a total irrigable 
area of not more than three hundred and twenty acres held by members of a 
family: Provided further, That as to lands held by the one having equitable or 
legal title on May 27, 1937, or the heir or devisee of such owner, delivery may 
be made to or for a total irrigable area not exceeding the maximum provided in 
this section. The limitations of this subdivision shall not apply to lands owned 
by the United States or any agency or instrumentality thereof, corporate or 
otherwise.”’ 

(b) Section 2 (b) (iv) of said Act is hereby repealed and the following is sub- 
stituted therefor: 

“(iv) Lands within the project held by any landowner in excess of the farm 
unit or units to which water may lawfully be delivered as provided in subdivision 
(iii) of this subsection shall be deemed excess land: Provided, That if excess land 
is acquired by foreclosure or other process of law, by conveyance in satisf action of 
mortgages, by inheritance or by devise, water therefor may be furnished tempo- 
rarily for a period not exceeding five years from the effective date of such acquisi- 
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tion, delivery of water thereafter ceasing until the transfer thereof to a landowner 
duly qualified to a water therefor.” 

(c) Section 2 (b) (v) of said Act is hereby repealed and the following is substi- 
tuted therefor: 

“‘(v) As used in this Act, the terms ‘owner’, ‘landowner’, and ‘any one land- 
owner’ denote any person, corporation, joint-stock association; the term ‘family’ 
denotes a group consisting of either or both husband and wife, together with their 
children under eighteen years of age, or all of such children if both parents are 
dead; the term ‘their children’ includes the issue and lawfully adopted children 
of either or both husband and wife; and the term ‘lands within the project’ denotes 
those lands within the boundaries of the existing Columbia Basin irrigation dis- 
tricts, or revisions thereof approved by the Secretary, which the Secretary deter. 
mines may be supplied water from, through, or by means of the project works 
and are required to be included to provide for sound development and operation 
of the project. Lands shall be deemed to be held by a family, if held as separate 
property of husband or wife, or constitute a part of all of their community prop- 
erty, or if they are the property of any or all of their children under eighteen 
years of age.’ 

Sec. 2. The Secretary of the Interior is authorized to amend any contract, 
which has been entered into prior to the date of enactment of this Act, or any 
existing deed or other document to conform with the provisions of the first section 
of this Act. The consent of the United States is hereby given to the recording, 
at the expense of the party benefited thereby, of any such amendment. 


EXPLANATION OF THE BILL 


Under the Columbia Basin Project Act of 1943, the project land 
located in the State of Washington is platted by the Bureau of Recla- 
mation into “farm units,” which may be not less than 10 acres and not 
more than 160 acres of irrigable land. The 1943 act provides that 
farm units shall be of sufficient acreage for the support of an average- 
sized family at suitable living level. As laid out in the earlier areas 
by the Bureau these units averaged approximately 78 acres in size. 
Uaite | in the more recently platted blocks average something larger 
than this area. 

The act of 1943 provides that water may not be delivered to more 
than one farm unit held by any individual, corporation, joint-stock 
association, or family. A “family” is defined as a group consisting of 
either or both the husband and wife, together with their children under 
the age of 18 years who are part of the family group. Therefore, a 
family must consist of at least 2 individuals: a husband and wife, a 
parent and 1 child under the age of 18 years, or at least 2 children under 
the age of 18 years if both parents are deceased. 

S. 1482, as reported by the committee, would revise these limitations 
in two essential particulars. First, under the bill’s provisions, water 
may be delivered to more than one farm unit held by any individual, 
corporation, or joint-stock association provided that the total irrigable 
area held does not exceed 160 acres. 

Second, S. 1482 permits water to be delivered to more than one farm 
unit held by the members of a family provided that the total irrigable 
area held by all the members of the family does not exceed 320 acres. 
Thus, the members of a family may not receive water for more than 

320 acres through the device of placing additional units in the names of 
leas children, as is permitted by interpretations of the reclamation 
law applying to reclamation projects generally. Furthermore, water 
may be delivered whether the units held by members of the ‘family 
stand in the name of one or more of the members of the family, or 
whether the land is the separate property of the husband or the wife 
or the community property of both under the community property 
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laws of the State of Washington. Thus, all of the land permitted to 
be held by the members of a family under the water-delivery restric- 
tion could be held in the name of the husband alone, the wife alone, or 
in the name of one of the minor children alone. 

S. 1482 preserves the language of section 2 (b) (iv) of the project 
act whereby water may be delivered temporarily for a period of not 
more than 5 years to land held by any landowner (including family 
members) in excess of the above limits where such land is acquired by 
foreclosure or other process of law, by conveyance in satisfaction of 
mortgages, by inheritance, or by devise. The provision gives the 
holder 5 years in which to dispose of excess landholdings. 

The enactment of S. 1482 will not affect any penalty, forfeiture, or 
liability which may have been incurred under the Columbia Basin 
Project Act prior to the effective date of the amendment. 

S. 1482 continues the requirement in the project act that water 
shall not be delivered to or for lands not conforming in area and 
boundaries to the farm units heretofore or hereafter established cover- 
ing the lands involved as provided in the act of 1943. 

Section 2 of S. 1482 authorizes the Secretary of the Interior to 
amend any existing contract, deed, or other document to conform with 
the provisions of the first section of the bill. It is contemplated that 
where amendments are desired, these will be recorded without the 
necessity of re-recording the entire contract, deed, or other document. 


CONFINED TO ACREAGE LIMITATION PROVISIONS 


The committee has reviewed the attached comments, under date 
of March 8, 1957, of the Department of the Interior on S. 1482. It 
notes that all technical amendments suggested by the Department in a 
previous report on H. R. 4802 and H. R. 4919 are incorporated in 
5. 1482 as introduced in the Senate and referred to this committee. 
These are retained in the bill as being reported. 

Cognizance is also taken of the comments of the Department with 
respect to subjects other than the proposed modification of the acreage 
limitation provisions, particularly with reference to the effect of 
liberalization of the limitations on the repayment capacity of the water 
users. In addition, there are other provisions of the Columbia Basin 
Project Act of 1943 which might also be related to the development 
and operation of the project. These include the antispeculation 

rovisions, the land sale provisions, the layout of farm units based on 
and classification, the responsibility under existing repayment con- 
tracts to provide an adequate drainage system, and responsibility for 
operation and maintenance of project irrigation facilities, as well as 
veterans’ preference in purchase of units. 

The committee’s view is that the pending legislation relates solely 
to the modification of the acreage limitation provisions as it affects 
ownership as a prerequisite to the delivery of water. Other subjects 
including those mentioned in the Department’s correspondence should, 
if the Secretary of the Interior finds legislation desirable and necessary, 
be presented to the Congress with his recommendation, including 
problems relating to the operation and maintenance of the project. 

In this connection, the committee calls attention to the phrase ‘‘we 
would not object to enactment” of S. 1482 in the light of the discussion 
in the letter of March 8, 1957. 


wooposnrsene eee 
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In summary, the basic justifications the committee finds in support 
of the modification are as follows: 

1. Agricultural and economic conditions in the Pacific Northwest, 
as well as elsewhere, have materially changed since the Columbia 
Basin Project Act of 1943 was enacted. 

2. Modern farm machinery is capable of serving more than one unit 
efficiently and economically. 

3. The Farmers’ Home Administration and banks in the project 
area either refuse or are reluctant to make loans to one-unit operators, 

4. Existing limitations foster leasing of units to larger operators 
rather than encouraging owner-operated farms. 

5. Encouragement of diversified farming to stabilize the area, 
especially with respect to livestock, is essential to long-term succesful 
development. 

6. The rigid acreage limitation in the act of 1943 deprives settlers 
of initiative, compels one or more members of a family to seek em- 
ployment off the farm, and is not in keeping with the present concept 
of project development. 

7. In scedialie all other reclamation projects in the West, the 
acreage limitation provisions as currently interpreted permit a man, 
his wife, and all children each to hold or receive water for 160 acres. 

8. Increased cost of labor, machinery, credit, and living conditions 
are also contributing factors to the situation. 

9. The project area farmers, based on representations at public 
hearings and on the project, are predominantly in favor of modifica- 
tion of the acreage limitation provisions. 

10. The State of Washington, through its Columbia Basin Com- 
mission, supports modification. 


OBJECTIVE OF THE LEGISLATION 


As indicated, the purpose of the bill is to modify the acreage limita- 
tions in the Columbia Basin Project Act of 1943 (57 Stat. 14) to meet 
changing agricultural and economic conditions and at the same time 
reaffirm the major objectives of the Columbia Basin reclamation 
project, the largest single irrigation development ever undertaken 
in the United States or elsewhere. The development followed the 
construction on the Columbia River in Washington State of Grand 
Coulee Dam, for irrigation, hydroelectric power development, river 
regulation, and related purposes. 

Approximately 85 percent of the irrigation construction costs, 
which in 1945 were held in excess of the ability of the water users to 
repay, are absorbed by surplus power revenues from Grand Coulee 

am. 

Ultimately, the Columbia Basin project is to include 1,029,000 
acres of irrigable land. During the year ending June 30, 1956, @ 
total of 301,000 acres were under irrigation ditches. In other words, 
facilities had been constructed to serve nearly one-third of the ulti- 
mate project area. In 1955, the 150,000 acres actually irrigated 
produced crops valued at $16,960,000, or an average of $113.66 per 
acre. 

The population of the area, and in the cities and towns on the proj- 
ect, has more than tripled in 10 years. 

In 1956, there were 2,784 farms in operation on the project. Of 
these, 1,236 were owner-operated by individuals. The remaining 
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1,548 farms were operated by 598 operators, who handled 2 or more 
units. 
HISTORY OF 1943 ACT 


The Columbia Basin Project Act of 1943 was the legislative result 
of many years of intensive study of the potential problems anticipated 
as inherent in the transformation of a million acres of dry land, much 
of which was in sagebrush, into productive irrigated farms. The 
effort, known as the Columbia Basin Project Studies, was participated 
in by representatives of the Departments of the Interior and Agri- 
culture, Washington State College, and many other organizations, 
including outstanding agricultural economists and experts in related 
fields who saw in the gigantic undertaking of this character a challenge 
to place an irrigation development of this magnitude on a sound, 
economic footing. 

The studies included results of the experience of many years on 
irrigated farms in the West, the difficulties encountered in their 
development, the results accruing from making farm homes available, 
and the spread of the benefits, not only to the immediate areas, but 
to towns and cities within trading distance. The benefits to the 
Nation at large through increased purchasing power of settlers, as 
well as human relationships, were all taken into consideration. 

Antispeculation provisions and other protective measures were 
included. Repayment contracts based on ability of water users to 
repay were required before irrigation construction could begin. 

Extensive hearings were held on the legislation in 1943 by con- 
gressional committees and the Columbia Basin Project Act, in the 
light of the conditions existing at that time, was acclaimed as a sound 
approach to a governmental undertaking of a magnitude not thereto- 
fore undertaken. The legislation had the enthusiastic approval of 
the then President of the United States, Franklin D. Roosevelt, and 
was given nonpartisan support in the Congress, as well as in the 
Pacific Northwest. 

With respect to the acreage limitation provision, which is dealt 
with at this time, the objective was to provide the maximum settle- 
ment opportunities, under the then existing conditions, to the greatest 
number of prospective settlers, with due regard to their ability to 
make a fair living from the fruits of their toil. The limitation of not 
less than 10 nor more than 160 acres was reached as a result of the 
analyses of agricultural economists and other experts. Consideration 
was given to the character of the soil of the Columbia Basin lands 
and their prospective productiveness under irrigation. Upon the 
passage of the act, the Bureau of Reclamation, at the direction of the 
Secretary of the Interior, proceeded to classify the land of the Co- 
lumbia Basin project and lay out the units, in the light of all factors 
known at that time, which would be considered adequate to provide 
a family living. Caution was exercised for the purpose of avoiding 
farms too small (except in the case of those located in proximity to 
towns and villages where part-time employment was available, which 
might be considered as affording part-time farming opportunities. 

The act authorized the purchase of dry land at appraised nonirri- 
gated values and resale to settlers. A major objective all the way 
was to curb speculation and protect settlers, as well as to encourage 
permanent development of a large-scale irrigation operation. 
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In the 14 years that have elapsed since the passage of the Columbia 
Basin Project Act, and in the 10 years since actual irrigation opera- 
tions have begun on the Columbia Basin project, there have been 
many changes in the agricultural situation not only as to prices but 
in the improved methods and mechanization of farm operations, in 
farm management, and in the credit facilities that are available to 
farm operators, especially in a relatively new development. The 
results of these changes have been taken into account in considera- 
tion of the amendments to the Columbia Basin Project Act which 
the committee is recommending. The proposed revisions reflect 
considered judgment, not only on the part of the farm operators them- 
selves, but give recognition to the views of experienced observers and 
others qualified to advise on this subject. 

The committee, in 1956, gave consideration to 5S. 3826, which 
would have brought the Columbia Basin project under the acreage 
limitation provisions of the Federal reclamation law, as amended, by 
the act of 1926. This bill would have permitted, under interpretations 
of the reclamation law, as applied by the Department of the Interior, 
a man, his wife, and each of his children, re gardless of age, to hold 
160 acres of irrigable land. The Department of the Interior reported 
against the enactment of this bill. 

Early in January of 1957, the Department of the Interior held 
public hearings on the Columbia Basin project, at which several 
hundred actual farm operators and other interested persons testified. 
There was striking unanimity in favor of modification of the acreage 
limitation in the Columbia Basin Project Act of 1943. There was, 
however, some difference of opinion as to the extent of the modifica- 
tion. Suggestions considered by the committee, before and after the 
introduction of S. 1482, related to the following modifications: 

(1) Applving the acreage limitations of the reclamation law to 
the Columbia Basin project; 

(2) Permitting water to be delivered to one or more units with 
a total area not in excess of 160 acres; 

(3) The provisions of S. 1482, which places a limitation of 320 
acres on the holdings of a “family’’ as described in the bill, 
without regard to the number of units that might be required to 
make up this area. 

The committee held hearings on the een modifications on 
May 7, 1956, and again on February 28, 1957. It has also had the 
adva antage of summaries of testimony taken by the Department of 
the Interior at hearings in the project area on January 3, 4, and 5, 
1957. 

In the light of all of the factors, the committee recommends the 
enactment of S. 1482. 


EXECUTIVE CORRESPONDENCE 


The letter from the Acting Secretary of the Interior, under date 
of March 8, to the chairman of the Committee on Interior and Insular 
Affairs, is as follows: 
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DeEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 8, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular A ffairs, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Murray: You have requested a report from this 
Department on S. 1482, a bill to amend certain provisions of the 
Columbia Basin Project Act, and for other purposes. The amend- 
ments proposed relate to the so-called excess land provisions ofthe 
basic act. 

Subject to your committee’s consideration of the merits of the bill 
in the light of the discussion that follows, we would not object to 
enactment of S. 1482. 

The Columbia Basin Project Act limits the delivery of water to one 
farm unit in the ownership of an individual or family. A farm unit 
may include not more than 160 irrigable acres. The act defines the 
term family as ‘‘a group consisting of either or both husband and 
wife, together with their children under eighteen years of age, or all 
of such children if both parents are dead.’”’ Under the amendments 
proposed in S. 1482, delivery of water would be permitted to “one or 
more farm units comprising a total irrigable area of not more than 
three hundred and twenty acres held by members of a family.’’ 
Landowners on the project would in most cases be permitted to hold 
or acquire more than one farm unit to which water could be delivered 
and would be eligible, within the framework of general regulations 
and public announcements, to participate in sales of Federal lands 
with the attendant financing benefits offered to prospective new 
settlers. 

The Bureau of Reclamation has since the middle 1940’s been actively 
engaged in the layout of farm units on the Columbia Basin project. 
During the entire period from initiation of the program to date, the 
Bureau has carried on this work with conscientious adherence to the 
basic principles established by the project act. During early years 
the technical guidelines for farm unit layout were in strict conformance 
with the recommendations of the Columbia Basin Joint Investigations 
on Farm Unit Size and on Adjustment to Topography as prepared 
jointly by the Bureau of Reclamation, the State College of Washing- 
ton, and the Bureau of Agricultural Economics, United States Depart- 
ment of Agriculture. As the result of certain problems which 
developed and questions which were raised as to the adequacy of farm 
sites thus established, particularly in view of the great acceleration in 
mechanization of farming operations subsequent to World War II, a 
restudy was made by the Bureau of Reclamation in cooperation with 
the State College of Washington and the Bureau of Agricultural 
Economics of the United States Department of Agriculture. 

The findings of this restudy, published in May 1948 as Develop- 
ment Report No. 1 of the Columbia Basin Project, resulted in some 
increase in the average size of farm units subsequently laid out. In 
addition it led to the establishment of a wider range in size group 
distribution in order to accommodate the desires and objectives to 
pursue differing types of farm enterprises. 

In late 1950 and again in the spring of 1956 our program in farm 
unit layout and size distribution was reviewed. The 1950 review 
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indicated that in the 14 irrigation blocks delineated at that time 
2,250 farms had been laid out where 2,252 would have been estab- 
lished under exact compliance with the standards. In 1956 it was 
found that, in the 19 irrigation blocks delineated subsequent to 1950, 
2,582 full-time farms had actually been laid out where strict adher- 
ence to the standards would have called for 2,978. Thus as time 
passed and additional experience has been gained the size of project 
farm units was to some extent increased. In those comparatively 
few instances where inequities have occurred through the establish- 
ment of infeasibly small farm units they have, wherever possible, 
been rectified under provisions of the project act or of the Exchange 
Act of August 13, 1953 (67 Stat. 566). 

Since July 5, 1956, at which time this Department reported on 
S. 3826, 84th Congress, we have continued our critical reexamination 
of the status of settlement and land development on the Columbia 
Basin project. As recently as January 3, 4, and 5 of this year, public 
hearings were conducted by the Department in each of the three 
irrigation districts on the project. 

he preponderance of opinion as expressed by the Columbia Basin 
project farmers at those hearings favored continuation of the farm 
unit layout system substantially in accordance with present stand- 
ards. They did, however, favor change in the act to permit owner- 
ship of more than one unit. The following items summarize in gen- 
eral terms the points of view expressed by the majority of the witnesses 
favoring more than one unit in single ownership: 

(1) A complement of modern farm machinery sufficient for efficient 
operation can handle more than one unit. 

(2) Income from one unit, particularly during the land subjuga- 
tion period, is not sufficient to supply reasonable modern needs of a 
family at recognized high living standards prevailing generally today. 

(3) Local banks and the Farmers’ Home Administration are some- 
what reluctant to make loans to one-unit operators because the income 
is too low to give a reasonable margin of safety in repayment. 

(4) Most of the witnesses who appeared are currently operating 2, 
3, or more units. Such operators are leasing units in addition to the 
one that they might own to spread capital investment in machinery 
and reduce per acre production costs. 

(5) Many of those on the project operating only 1 unit have 1 or 
more members of their family working away from the farm to bring 
in supplementary income. 

(6) More land is needed for diversified farming which is essential 
to good soil management. More land is needed, especially for live- 
stock farming, which is considered to be one of the most dependable 
farm enterprises. 

(7) The present acreage limitation curbs initiative and leaves little 
hope for improvement in the future. 

The concept of the original Columbia Basin Project Act has been 
well documented. Secretary Ickes’ diary notation for December 30, 
1939, expresses that concept clearly. He said: 

“The President had sent me a memorandum about Grand Coulee 
and I discussed the situation with him. He wants us to get busy 
right away, planning for the future. Some of this planning we have 
already done. The President does not think that any farmer should 
have more than 30 acres and that we should refuse to supply water 
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from irrigation ditches for more than 30 acres for any one man or 
family. Fortunately, we got through the Congress recently a law that 
gives us the power to do this. The President also wants the settlers 
on this new irrigation project, when it comes in, to have as much 
diversification as possible. As he developed his idea, it was really 
what he had in mind originally for the subsistence homestead projects, 
although on a larger and more diversified plan. He wants the people 
in this community to be as self-sufficient economically as possible, 
raising what they can of their own food, canning the surplus for their 
own use, perhaps even making their own shoes and certain types of 
clothing, etc. I discussed the whole matter later with Commissioner 
Page and we will see what we can work out” (The Secret Diary of 
Harold L. Ickes, first printing, vol. III, pp. 100-101). 

Economic conditions have substantially changed since the passage 
of the Columbia Basin Act and the development of the standards for 
the size of units in conformity with the terms of that act. In the 
depression period of the 1930’s many people, almost destitute, were 
eager to have a little patch of land on which they could make a sub- 
sistence living. Currently general economic conditions are much 
better. Almost everyone is looking for a broader economic opportu- 
nity than is presented by the current one unit per family policy. 

In the light of the rather widespread interest being expressed on 
the part of Columbia Basin project farmers, we consider it appropriate 
that the Congress review the provisions of the Columbia Basin Project 
Act to see if adjustments are needed in order to bring that act into 
greater conformity with present-day conditions. 

It should further be noted that consideration of any upward modi- 
fication in present ownership limitations, if realistically treated, would 
result in an upward adjustment in payment capacity of the larger 
and more productive farms that would ensue. This in turn might 
justify a reallocation of the per acre construction costs to be repaid 
by the water users. The presently employed payment capacities and 
allocation of construction costs were calculated on the basis of opti- 
mum size farm units as established under the initial joint investiga- 
tions study. During the years which have ensued since that study 
reevaluation of the basic criteria has as noted resulted in some increase 
in sizes of farm units. Payment capacity and construction cost 
allocations have not, however, been adjusted upward to correspond 
with such increases in the size of the units. Based on prices received 
by farmers, and prices paid by farmers for the years 1939 to 1944, 
the farms established pursuant to the revised criteria, as employed 
since 1948, were estimated to vield about $1,845 net farm equity 
income. Those same farms could be expected to return approximately 
double that income based on prices received and costs of production 
prevailing in 1956. As a matter of comparison the realized net 
income per farm in the United States as a whole averaged $1,396 in 
the 1939 to 1944 period and $2,590 in 1956. 

A still further factor which should be given consideration in con- 
junction with any proposed upward modification in ownership limita- 
tions and the resulting increased payment capacity is the need for 
construction of additional drainage works on the project. Current 
reliable estimates indicate that it will be necessary to increase the 
costs of drainage works from the estimate in the 1945 repayment 
contracts of slightly in excess of $8 million to approximately $40 
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million. We are of the opinion that repayment of the estimated 
$40 million drainage program is well within the present payment 
capacity of existing project farms. However, this item and the fore- 
going are brought to your attention to suggest some of the inter- 
relating factors which merit study in connection with any realistic 
adjustment of farm ownership limitations. In the event amendatory 
legislation is enacted, it is our intention to review the repayment 
policy applicable to the project in the light of current and anticipated 
repayment ability of the irrigators affected. 

The Department has conscientiously carried out the basic directives 
established by the project act. The ownership limitations established 
by the act have provided only farm opportunities of definitely limited 
scope. Modification of present ownership limitations as fixed by 
the project act could provide the opportunity for those financially 
able to do so to acquire farm ownerships capable of yielding a higher 
financial return than contemplated under the existing legislation. 
This Department considers that it would be in the best interests of 
the project and of the public in general to modify the act so as to 
provide greater range of opportunity. 

The Federal Columbia Basin Project Act is paralleled by a State 
legislative enactment which ought to be amended to accord with 
whatever amendatory Federal legislation is enacted. Since the State 
legislature, which is now in session, will adjourn on March 14, and will 
not reconvene for 2 years, the desirability of rapid congressional 
action is evident. 

The Bureau of the Budget has advised that there would be no 
o>»jection to the submission of this report to your committee. 

Sincerely yours, 
Frrep G. AANDAHL, 
Acting Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 1482, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 

Co.tumBia Basin Prosect Act (Act or Marcu 10, 1943, 57 Start. 14), 
SECTION 2 (b) 


(iii) [Water shall not be delivered from, through, or by means of 
the project works to or for lands not conforming in area and boundaries 
to the farm units covering the lands involved, nor to or for more than 
one farm unit held by any one landowner, except that as to lands held 
by the one having equitable or legal title on May 27, 1937, or the heir 
or devisee of such owner, delivery may be made to or for a total irriga- 
ble area not exceeding the maximum provided in this section. The 
limitations of this subdivision shall not apply to lands owned by the 
United States or any agency or instrumentality thereof, corporate or 
otherwise.] Water shall not be delivered from, through, or by means of 
the project works to or for lands not conforming in area and boundaries to 
the farm units covering the lands involved, nor to or for the farm units 
held by any one landowner (a) which, taken together, comprise more than 
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one hundred and siaty urrigable acres, or (b) in the case of a nominal 
quarier section comprising more than one a and sixty wrigable 
acres referred to in subdivision (i) of subsection (b) of this section, which 
comprise more than the acreage contained im a quarter section: Pro- 
vided, That notwithstanding any other provision of this Act, water may be 
delivered to one or more farm units comprising a total irrigable area of 
not more than three hundred and twenty acres held by members of a 
family: Provided further, That as to lands held by the one having equitable 
or legal title on May 27, 1937, or the heir or devisee of such owner, delivery 
may be made to or for a total irrigable area not exceeding the maximum 
provided in this section. The limitations of this subdivision shall not 
apply to lands owned by the United States or any agency or instrumentality 
thereof, corporate or otherwise. 

(iv) [Lands within the project in excess of one farm unit held by 
any one landowner shall, except as otherwise provided in this Act, 
be deemed excess land: Provided, That if excess land is acquired by 
foreclosure or other process of law, by conveyance in satisfaction of 
mortgages, by inheritance or by devise, water therefor may be fur- 
nished temporarily for a period not exceeding five years from the effec- 
tive date of such acquisition, delivery of water thereafter ceasing until 
the transfer thereof to a landowner duly qualified to secure water 
therefor.] Lands within the project held by any landowner in excess of 
the farm unit or units to which water may lawfully be delivered as pro- 
vided in subdivision (iii) of this subsection shall be deemed excess land: 
Provided, That if excess land is acquired by foreclosure or other process 
of law, by conveyance in satisfaction of mortgages, by inheritance or by 
devise, water therefor may be furnished temporarily for a period not 
exceeding five years from the effective date of such acquisition, delivery 
of water thereafter ceasing until the transfer thereof to a landowner duly 
qualified to secure water therefor. 

[As used in this Act, the terms “owner’’, “landowner’’, and 
“any one landowner” denote any person, corporation, joint-stock 
association, or family; the term “family” denotes a group consisting 
of either or both husband and wife, together with their children under 
eighteen years of age, or all of suc +h children if both parents are dead; 
the term “their children” includes the issue and lawfully adopted 
children of either or both husband and wife; and the term “lands 
within the project” denotes those lands within the boundaries of the 
existing Columbia Basin irrigation districts, or revisions thereof 
approved by the Secretary, which the Secrets ary determines may be 
supplied water from, through, or by means of the project works and 
are required to be included to provide for sound development and 
operation of the project. Lands shall be deemed to be held by a 
family, if held as separate property of husband or wife, or constitute 
a part or all of their community property, or if they are the property 
of any or all of their children under eighteen years of age.] As used 
in this Act, the terms “owner”? . “landown ner”, and “any one landowner” 
denote any person, corporation, joint-stock association; the term “family”’ 
denotes a group consisting of either or both husband and wife, together 
with their children under eighteen years of age, or all of such children if 
both parents are dead; the term “their children” includes the issue and 
lawfully adopted children of either or both husband and wife; and the 
term “lands within the project’? denotes those lands within the boundaries 
of the existing Columbia Basin irrigation districts, or revisions thereof 
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approved by the Secretary, which the Secretary determines may be sup- 
plied water from, through, or by means of the project works and are 
required to be included to provide for sound development and operation 
of the project. Lands shall be deemed to be held by a family, if held as 
separate property of husband or wife, or constitute a part or all of their 
community property, or if they are the property of any or all of their 
children under eighteen years of age. 

Szc. 2. The Secretary of the Interior is authorized to amend any con- 
tract, which has been entered into prior to the date of enactment of this 
Act, or any existing deed or other document to conform unth the provi- 
sions of the first section of this Act. The consent of the United States 
is hereby given to the recording, at the expense of the party benefited 
thereby, of any such amendment. 


O 
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35TH CONGRESS | SENATE : RePrort 
1st Session ' No. 141 


AUTHORIZING AND DIRECTING THE SECRETARY OF THE IN- 
TERIOR TO CONVEY CERTAIN PROPERTY OF THE UNITED 
STATES LOCATED IN JUNEAU, ALASKA, KNOWN AS THE JUNEAU 
SUBPORT OF EMBARKATION, TO THE TERRITORY OF ALASKA 


Marcu 12 (legislative day, Marcu 2), 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany 8. 1291] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1291) to authorize and direct the Secretary of the 
interior to convey certain property of the United States located in 
Juneau, Alaska, known as the Juneau Subport of Embarkation, to the 
lerritory of Alaska, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The administration has recommended the proposed legislation, and 
representative elected officials of the Alaskan Territorial government 
have urged action, 

Committee action was unanimous, 


EXPLANATION OF THE BILL 


5. 1291 authorizes and directs the Secretary of the Interior to convey 
2 10-acre tract of the area known as the Juneau Subport of Embarka- 
tion in Juneau, Alaska, to the Territory of Alaska for use as National 
Guard headquarters and other public purposes of the Territory. 

The tidal flats. wharf, and related facilities which would be conveyed 
inder S. 1291 were initially withdrawn for military use by Public 
Land Order 657, dated August 15, 1950. The Department of the 
Army returned the land to the jurisdiction of the Department of the 
Interior on May 6, 1954. 

No expenditure of Federal funds is involved in the conveyance 
Prompt action by the Congress is necessary because the Territorial 
legislature, now in session, must appropriate funds to utilize the 
property. The current session ends on March 31. 
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The attention of the Senate is directed to the fact that section 3 
of the bill provides that the Territory of Alaska will grant to the United 
States without charge the use of approximately 4,050 square feet of 
open storage area presently used by the Alaska Communication System 
and also the rights of ingress and egress and utility rights-of-way, 
This provision was recommended by the Department of the Army in 
a bill for similar purposes in the 84th Congress, and adopted by the 
House of Representatives. The measure reached the Senate too late 
for action. 

The favorable report of the Secretary of the Interior dated February 
28, 1957, is as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
M ashington, D. C., February 28, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: Your committee has requested a report 
on S. 1291, a bill to authorize and direct the Secretary of the Interior 
to convey certain property of the United States located in Juneau, 
Alaska, known as the Juneau Subport of Embarkation, to the Terri- 
tory of Alaska. 

We recommend that S. 1291 be enacted. 

This proposed legislation authorizes the conveyance to the Terri- 
tory of Alaska of a portion of the so-called Juneau Subport of Embarka- 
tion. The tract that would be conveyed to the Territory comprises 
approximately 10 acres of so-called tideflat land situated adjacent 
to the city of Juneau. It includes a wharf and related facilities. This 
land was withdrawn initially for the use of the Army by Public Land 
Order 657 dated August 15, 1950. That Department returned it to 
the jurisdiction of this Department on May 6, 1954, where it has been 
administered pending final disposition thereof. 

This property is urgently desired by the Territory for National 
Guard headquarters purposes and for other activities and functions 
of the Territorial government. In our opinion, this conveyance 
would be in the public interest and would not interfere with Federal 
operations in that area. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Intervor. 


The Committee on Interior and Insular Affairs recommends the 
enactment of S. 1291. 
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AMENDING THE ACT OF JUNE 4, 1920, AS AMENDED, 
PROVIDING FOR ALLOTMENT OF LANDS OF THE CROW 
TRIBE 


Marcu 14, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 332] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 332) to amend the act of June 4, 1920, as amended, 
providing for allotment of lands of the Crow Tribe, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 10, strike the words “including legal rights for 
access and ways of necessity’’, and insert in lieu thereof “and the 
right to obtain access and ways of necessity pursuant to State law’’. 


EXPLANATION OF THE BILL 


The purpose of S. 332 is to repeal the first paragraph of section 2 
of the act of June 4, 1920 (41 Stat. 751), as amended by the act of 
June 8, 1940 (54 Stat. 252), and to validate, ratify, and confirm all 
conveyances of land made in violation of the act. 

The act of June 4, 1920, provided for the allotment of lands of the 
Crow Tribe of Indians. Section 2 of the act reads as follows: 


Sec. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to 
any person, company, or corporation who owns at least six 
hundred and forty acres of agricultural or one thousand two 
hundred and eighty acres of grazing land within the present 
boundaries of the Crow Indian Reservation, nor to any person 
who, with the land to be acquired by such conveyance, would 
become the owner of more than one thousand two hundred 
and eighty acres of agricultural or one thousand nine hundred 
and twenty acres of grazing land within said reservation. 
Any conveyance by any such Indian made either directly or 
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indirectly to any such person, company, or corporation, of any 
land within said reservation as the same now exists, whe ther 
held by trust patent or by patent in fee shall be void and the 
grantee accepting the same shall be guilty of a misdemeanor 
and be punished by a fine of not more than $5,000 or im- 
prisonment not more than six months or by both such fine 
and imprisonment. 


This paragraph was amended by the act of June 8, 1940 (54 Stat. 
252), to permit the Secretary of the Interior, under certain circum- 
stances, to approve sales of allotted and inherited lands to members 
of the Crow Tribe without regard to the acreage limitations. 

Shortly after the passage of the 1920 Crow Act, the acreage limi- 
tations set forth in section 2 of the act were violated, and have con- 
tinued to be violated until January 1956. Upon the discovery of the 
still existing limitations, the Commissioner of Indian Affairs imme- 
diately suspended all sales of land on the Crow Reservation and 
ordered an inquiry to determine the extent of the possible violations. 

The Indian Bureau’s investigation disclosed a substantial number 
of violations of the statute, involving thousands oi acres of land. How 
this situation developed is not entirely clear, but it is evident that 
many individuals believed that the statutory limitation had been 
repealed by Congress. Once this belief became prevalent, and prece- 
dents were established for making sales without considering the 
statutory limitation, the practice continued without question. In 
many cases, the individual competent Indians on the Crow Reserva- 
tion obtained fee simple title to their lands and in turn sold the land 
to non-Indians who exceeded the maximum acreage limitations. Other 
Indian lands were sold under the supervision of the Bureau of Indian 
Affairs with con nplete disregard for the statutory restrictions. In 
their testimony before the committee, representatives of the Indian 
Bureau stated that they could offer no explanation whatsoever for 
the failure to enf: ce the provisions of the i920 act, but that it ap- 
peared that the violations were unintentional. 

The Crow Tribal Council at its meeting on April 14, 1956, adopted 
overwhelmingly a resolution requesting the introduction of legislation 
to repeal the acreage limitation contained in the first paragraph of 
section 2 of the 1920 Crow Act, and to validate, ratify, and confirm 
all conveyances in violation of the acreage provision. Representatives 
of non-Indian landowners on the Crow Reservation testified in support 
of the proposal, and the Department of the Interior and the Bureau of 
the Budget recommend the passage of the bill. 

The Committee on Interior and Insular Affairs believes that it 
would be in the best interests of the members of the Crow Tribe and 
the non-Indian landowners on the reservation to remove the cloud 
on titles to land by ratifying the conveyances heretofore made in 
violation of the 1920 act, and to repeal the acreage limitations now in 
effect. Unless such action is taken, Indian owners will be denied 
the opportunity of obtaining the fair market value of their lands. 

Viany of the allotments consist mainly of grazing lands which either 
are surrounded by large ranches or do not contain live water. Such 
tracts can be used only by the owners of adjacent lands, but under the 
present law those persons who can best use the lands and afford to pay 
the market value may be denied the right to acquire the lands. 
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While S. 332 validates, ratifies, and confirms ail conveyances made 
in violation of the acreage limitations in the 1920 Crow Act, the right 
to challenge such conveyances because of fraud, duress, or any other 
cause is not affected. The right to obtain access and ways of necessity 
pursuant to State law is also included. 

Under the terms of the 1920 Crow Act, the minerals under the lands 
allotted to the individual Indians were reserved to the tribe for a 
period of 50 years. ‘To make certain that no mineral interest in an 
of the lands acquired by non-Indians in violation of the 1920 act shall 
be construed as being conveyed to the grantee of any allottee, the bill 
provides that at the end of the 50-year period all minerals, including 
oil and gas, shall become the property of the allottee or his heirs or 
devisees, regardless of the disposition made of the surface of the 
allotment. ° 

The legislation proposed in this bill was contained in S. 3698, 84th 
Congress, which passed the Senate on June 11, 1956. 

The favorable reports of the Department of the Interior and the 
Bureau of the Budget follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 11, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: Your committee has requested a report 
on 5. 332, a bill to amend the act of June 4, 1920, as amended, pro- 
viding for allotment of lands of the Crow Tribe, and for other purposes. 

We recommend that the bill be enacted. 

The bill was introduced at the request of the Crow Tribe, which 
passed the following resolution on April 14, 1956: 

“Re it resolved, That the Senate and House of Representatives of 
the United States Congress be requested to enact a law providing as 
follows: 

“The first paragraph of section 2 of the Act of June 4, 1920 (41 
Stat. 751), as amended by the Act of June 8, 1940 (54 Stat. 252), is 
hereby repealed. All conveyances heretofore made in violation of 
the acreage limitations contained in such paragraph are hereby 
validated, ratified, and confirmed insofar as such acreage limitations 
are concerned, but the right to challenge such conveyances for any 
other cause recognized by law shall not be affected by this Act.” 

“Re it further resolved, That the tribal attorney and tribal delegates 
be, and they hereby are, authorized to proceed to have bills introduced 
into both House of the Congress of the United States, and to otherwise 
promote the passage of such acts in order that the same may be 
enacted into law, and, if it becomes necessary, to appear before the 
committees of Congress for hearings thereon. 

“Passed, adopted, and approved by the Crow Indian Tribal Council 
this 14th day of April 1956, by majority votes for adoption. 

“PHittip BrAUuMONT, 
“Secretary, Crow Indian Tribal Counei. 

“Approved: 

“WittrAM WALL, 
“Chairman, Crow Indian Tribal Council.” 
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The first paragraph of section 2 of the 1920 act which would be 
repealed by the bill reads as follows: 

“Src. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to any person 
company, or corporation who owns at least six hundred and forty 
acres of agricultural or one thousand two hundred and eighty acres 
of grazing land within the present boundaries of the Crow Indian 
Reservation, nor to any person who, with the land to be acquired by 
such conveyance, would become the owner of more than one thousand 
two hundred and eighty acres of agricultural or one thousand nine 
hundred and twenty acres of grazing land within said reservation. 
Any conveyance by any such Indian made either directly or indirectly 
to any such person, company, or corporation of any land within said 
reservation as*the same now exists, whether held by trust patent or 
by patent in fee shall be void and the grantee accepting the same 
shall be guilty of a misdemeanor and be punished by a fine of not 
more than $5,000 or imprisonment not more than six months or by 
both such fine and imprisonment.” ; 

This paragraph was amended by the act of June 8, 1940 (54 Stat. 
252), to permit the Secretary, under certain circumstances, to approve 
sales of allotted and inherited land to members of the Crow Tribe 
without regard to the acreage limitations. 

This provision of the 1920 act apparently was not enforced until 
a few months ago. Possible violations of the provision began in 1921, 
and they continued throughout the 1930’s, the 1940’s, and until all 
sales of land on the Crow Reservation were suspended a few months 
ago by the Commissioner of Indian Affairs when the matter was first 
called to his attention. At that time the Commissioner ordered a full 
investigation. 

The investigation showed that the number of apparent violations 
of the statute throughout the past 35 years is substantial, but that 
they were in all probability unintentional. In some cases the viola- 
tions were the result of direct sales by Indians who received fee patents 
either by congressional enactment or by administrative action. In 
such cases the Department had no direct connection with the sale 
transactions. In other cases, however, the sales were supervised 
ones conducted by the Bureau of Indian Affairs at the request of the 
Indian owner. 

Our investigation showed no explanation for the failure to enforce 
the statutory provision over such a long period of time. Many 
persons stated that they knew of the statutory limitation but believed 
that it had been repealed or superseded by Congress. Presumably, 
once that belief became prevalent and precedents were established for 
making sales without considering the statutory acreage limitations, 
the precedents were followed throughout the 35 years without ques- 
tion until the present Commissioner of Indian Affairs stopped the 
practice by his order to comply with the law until it is changed. 

The tribe has requested the repeal of the statutory acreage limi- 
tations and we believe that such action would be in the best interests 
of the Indians. The recent suspension of land sales has seriously 
interfered with the plans of several Crow Indian families. The needs 
of the Indians frequently require the sale of individually owned 
lands, and unless the acreage limitations in the 1920 act are repealed 
many Indian owners will be denied the opportunity of obtaining the 
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fair market value of their lands. Many of the allotments consist 
mainly of grazing lands which either are surrounded by large ranches 
or do not contain live water. Such tracts can be used only by the 
owners of adjacent lands, but under the present law those persons 
who can best use the lands and afford to pay the market value may 
be denied the right to acquire the lands. 

In view of the long history of this problem, the bill validates prior 
conveyances insofar as any violation of the statutory acreage limi- 
tation may be involved, but it does not validate the conveyances for 
any other purpose. The Crow Tribe has recommended this provision 
and we believe that it is fair under the circumstances. 

The proviso in the bill provides that any conveyance ratified by 
the act shall not be construed to convey mineral interests in the land. 
Those mineral interests will continue to belong to the Indian allottee 
or his heirs or devisees, after the termination of the mineral reserva- 
tion to the tribe. Although this provision was not a part of the bill 
recommended by the Crow Tribe, we believe that it is a desirable one. 

For technical draftsmanship reasons, we believe that the bill would 
be more clear if the following change were made—it would not alter 
the substance of the provision: Delete ‘including legal rights for 
access and ways of necessity’’ and insert in lieu thereof “and the 
right to obtain access and ways of necessity pursuant to State law”’. 
The acquisition of a way of necessity would not involve a challenge 
of the conveyances ratified by the act, and the right to acquire a way 
of necessity should not be expressed as one that is included in the 
right to challenge the conveyances. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Intervor. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., March 1, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. CuartrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 332, a bill 
to amend the act of June 4, 1920, as amended, providing for allotment 
of lands of the Crow Tribe, and for other purposes. 

If enacted, the bill would validate conveyances of lands on the 
Crow Indian Reservation in Montana which have apparently been 
made in violation of certain acreage limitations contained in the act 
- June 4, 1920, and would remove these limitations from existing 
aw. 

We understand that the legislation has been introduced at the 
request of the Crow Tribe. 

In a report he is making to your committee recommending enact- 
ment of the measure, the Secretary of the Interior suggests a number 
of technical changes. 
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Subject to your consideration of the amendments suggested in the 
Secretary’s report, the Bureau of the Budget would have no objection 
to the enactment of S. 332. 

Sincerely yours, 


Ropert E. Merriam, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 332), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Act or JuNE 4, 1920, as AMENDED By AcT oF JUNE 8, 1940 
* a = * * x aK 


[Sec. 2. No conveyance of land by any Crow Indian shall be 
authorized or approved by the Secretary of the Interior to any person, 
company, or corporation who owns at least six hundred and forty 
acres of agricultural or one thousand two hundred and eighty acres 
of grazing land within the present boundaries of the Crow Indian 
Reservation, nor to any person who, with the land to be acquired by 
such conveyance, would become the owner of more than one thousand 
two hundred and eighty acres of agricultural or one thousand nine 
hundred and twenty acres of grazing land within said reservation. 
Any conveyance by any such Indian made either directly or indirectly 
to any such person, company, or corporation of any land within said 
reservation as the same now exists, whether held by trust patent or 
by patent in fee shall be void and the grantee accepting the same shall 
be guilty of a misdemeanor and be punished by a fine of not more 
than $5,000 or imprisonment not more than six months or by both 
such fine and imprisonment: Provided, That for the purpose of con- 
solidating the restricted land holdings of any individual Crow allottee 
or the holding of members of a Crow family, the Secretary of the 
Interior is authorized, in his discretion and under such rules and 
regulations as he may prescribe, to approve sales of allotted and 
inherited Indian lands to members of the Crow Tribe or the exchange 
of restricted Crow lands without regard to the acreage limitation 
hereinbefore set out. Any sales or exchange made hereunder shall be 
upon a petition signed by the adult allottee and by the adult heirs 
of any deceased allottee and the parent or natural guardian of a 
minor heir or, if there be no natural guardian, by the officer in charge 
of the Crow Agency, and if the purchaser or recipient of such lands 
be an Indian of the Crow Tribe, then any outstanding trust patent 
or patents covering the land so sold or exchanged shall be canceled 
and a new patent of the force and legal effect of the trust patents as 
prescribed by the General Allotment Act of February 8, 1887 (24 Stat. 
388), as amended, shall be issued to such Indian or Indians, which 
patent where applicable shall contain the mineral reservation provided 
in section 6 of this Act. Should any Crow allottee wish to retain 
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mineral rights now owned by him in land, sold hereunder to other 
members of the tribe, he may do so by making conveyance on a form 
of deed to be prescribed by the Secretary of the Interior, which form 
shall provide that its approval shall not operate to remove any trust 
or other conditions imposed upon said lands as expressed in the 
original trust or any other patent issued therefor.] 

+ * * * * + * 
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Marcu 18, 1957.—Ordered to be printed 


Mr. McCue.uan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 1585] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1585) to amend the Legislative Reorganization Act of 
1946 to provide for more effective evaluation of the fiscal require- 
ments of the executive agencies of the Government of the United 
States, having considered the same, report favorably thereon and 
recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to provide the Congress with the machin- 
ery necessary to enable it to meet its constitutional responsibilities in 
connection with the appropriation of funds required for the conduct 
of the Federal Government. It seeks to accomplish this objective by 
establishing a Joint Committee on the Budget, composed of members 
of the Senate and House Appropriations Committees, which would 
assist the Congress in exercising adequate control over the expendi- 
ture of public funds by the executive branch of the Government. 

S. 1585 is designed to provide the same kind of expert staff facilities 
and detailed technical information for the Appropriations Committees 
of the Congress as the Bureau of the Budget provides for the executive 
branch. Precedent for this action is found in the Joint Committee 
on Internal Revenue Taxation which has provided joint expert staff 
facilities and technical information for the revenue committees of 
both Houses of the Congress for more than a quarter of a century. 


NEED FOR LEGISLATION 


For many years, the Congress has labored under a tremendous 
disadvantage in connection with budget requests and justifications. 
Rerweste for funds are made by the executive branch, and witnesses 
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who appear before the Appropriations Committees in support of these 
requested appropriations represent exclusively the point of view of 
that branch of the Government. Since it is their duty as officers of 
the Government to support all budget items contained in the Presi- 
dent’s budget, it becomes their function and responsibility to demon- 
strate that the specified amounts are necessary. For the most part, 
these requests are supported by elaborate justifications, based upon 
extensive agency research, and by the testimony of tec hnical experts 
who have devoted many years to the fields in which they are working, 
and whose main objective is to continue or extend the programs and 
operations of their respective agencies. Testimony from the public 
is rarely, if ever, received, and the only manner in which the public 
interest can be considered and protected, with respect to the pur- 
pose for which the funds are sought or their need or adequacy, is 
through careful scrutiny of requests and justifications by members 
of the Appropriations Committees. Other Members of Congress 
must rely largely upon the recommendations of these committees when 
funds are appropriated by the House and the Senate. 

Unfortunately, committee members are so heavily burdened by 
other legislative duties and responsibilities that they are unable 
personally to give the necessary attention to each budget item.! 
Equally important, however, is the fact that they do not have adequate 
facilities for obtaining the information nee essary to enable them to 
pass accurate judgment on the necessity for the budget requests, 
Thus, for the most part, they are forced to rely upon the representa- 
tions made by the respective initiating agencies of the executive 
branch, whose representatives appear before these committees in an 
ex parte type of proceeding for the sole purpose of justifying their 
requests for funds. Asa result, the Congress is often unable to obtain 
impartial information and fac ts to enable it to effect needed economies 
in the operations of the Government. Because the Congress is not 
adequately equipped to carry out its fiscal responsibilities, many 
millions of dollars have been appropriated in excess of the actual 
requirements of the Federal Government. ‘These excesses have, in 
turn, added to the large recurring deficits which must be passed on 
to already overburdened taxpayers. 

The duties and responsibilities of the Appropriations Committees, 
in connection with examining and passing upon budget requests for 
the operation of the Federal Government, have increased tremendously 
in recent years. ‘These committees are presently staffed with com- 
petent professional personnel. It is virtually impossible, however, 
for their relatively small staffs to examine and evaluate the annual 
budget with its many thousands of items, running to approximately 
1,200 pages of telephone-book size each year, within the very limited 
time available. This precludes the detailed analysis which is so 
essential to the performance of the congressional function of control- 
ling Federal expenditures. 

The action taken on March 12, 1957, by the House of Representa- 
tives in adopting a resolution requesting the President to indicate the 
places and amounts in his budget where he thinks substantial reduc- 
tions may best be made, is a clear indication that the Congress does 
not have adequate information upon which to act in carrying out its 
constitutional responsibilities for maintaining adequate controls over 
Govern ent expenditures. 


' See S. Rept. No. 96, 85th Cong., on Activities of the U. S. Senate. 
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The ever-increasing cost of operating the Federal Government, 
with annual budgets now exceeding 70 billions of dollars, and continued 
annual deficits of billions of dollars that pyramid the already astro- 
nomical national debt, dictates the compelling necessity of reducing 
the cost of perenne, where it is prudent to do so, in order to restore 
sound fiscal policies. 

Members of the Congress have learned from contacts with the people 
back home that there is a tremendous ground swell of public sentiment 
for economy in government, and demands for action in eliminating 
unnecessary expenditures in the operations of the Government. S. 
1585 is designed to remedy the existing deficiencies relative to appro- 
priation procedures and the expenditure of public funds by providing 
the machinery necessary to enable the Congress to accomplish this 
objective, to which practically all Members are dedicated. 

As important as are the services rendered by the Joint Committee 
on Internal Revenue Taxation in the revenue field, the proposed 
Joint Committee on the Budget would be in a position to render far 
greater service to the Congress in a field that is much broader in 
nature and scope. Its functions would include analyses and reports 
on the details of program operations, a review of the actual adminis- 
tration of authorized functions, and the compilation of data on agency 
activities and program conformity with legislative authority, for the 
information of the Appropriations Committees and other committees, 
and to make such data available to individual Members of the Con- 
gress. With this information before them, the Appropriations Com- 
mittees will be in a position to exercise informed judgment in supplying 
only such funds as are necessary. The importance of providing this 
type of service for the committees dealing with the appropriation of 
public funds is emphasized by the scope of the problems involved 
and the magnitude of Federal appropriations and expenditures. 

This bill represents the culmination of 7 years of careful study by 
the Committee on Government Operations, in an effort to evolve 
some method by which congressional fiscgl procedures and controls 
can be improved in order that the legislative branch may assume its 
rightful position with respect to vital decisions affecting the future of 
the Nation. Confronted with imposing and increasing threats to the 
national economy because of ever-mounting spending pressures, both 
from internal sources and from abroad, it is essential that the Congress 
delay no longer in meeting this issue head on. This committee 
believes that S. 1585 offers a sound approach to the solution of these 
problems, in that it would definitely equip the legislative branch with 
adequate machinery to examine carefully every item of expenditure, 
so that appropriations may be limited to only as much and no more 
than is actually required to provide the minimum funds essential to 
the successful operation of the Government. 

This proposed legislation is designed to remedy serious deficiencies 
related to appropriation procedures and the expenditure of public 
funds. It constitutes a positive approach to the elimination of 
extravagance, waste, and needless or excessive appropriations. The 
Senate has repeatedly attempted to enact legislation which would 
provide the machinery necessary to effect reductions in Federal ex- 
penditures. On recommendations of the Committee on Government 
Operations, the Senate approved, in the 82d, 83d, and 84th Congresses, 
bills similar or identical to the pending bill. The original bill (S. 913) 
was approved by a vote of 55 to 8 in the 82d Congress and, after the 
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committee had adopted further perfecting amendments, passed the 
Senate under unanimous consent in both the 83d (S. 833) and 84th 
(S. 1805) Congresses. The House of Representatives in eac . instance 
has withheld approval of these bills, although no vote has ever been 
permitted on the merits of the proposal. The Congress and its Appro- 
priations Committees continue to labor under a tremendous handicap 
in passing judgment on budget requests for the executive branch of 
the Government. 

Failure to provide adequate facilities for the procurement of factual 
information that is needed and indispensable to enable the Congress 
and its committees to make sound and judicious determinations with 
respect to appropriations requested in the budget, has resulted in a 
demand on the part of the public for remedial action. It is the view 
of the committee that the subject bill will meet and satisfy that 
demand. 

HOOVER COMMISSION RECOMMENDATIONS 


The Commission on Organization of the Executive Branch of the 
Government made specific recommendations to the Congress with a 
view to improving governmental budget and accounting methods and 
procedures. A bill which, among other provisions, called for the sub- 
mission of budget requests to the Congress on an annual accrued 
expenditure basis was reported by the Committee on Government 
Operations and passed by the Senate during the 84th Congress, 
as recommended by the Hoover Commission. This provision was 
stricken in conference at the insistence of members of the House Com- 
mittee on Appropriations. Legislation to implement this part of the 
Hoover report has been introduced in the present Congress (S. 316 
and S. 434), but there have been certain objections raised to this 
approach, on the basis that it might seriously impair the effectiveness 
of the Committee on Appropriations in providing appropriate funds 
under contract authorizations. In view of this development, the Sub- 
committee on Reorganization of the Committee on Government Oper- 
ations was forced to cancel a hearing on these bills scheduled for Tues- 
day, March 12, 1957, at the request of witnesses who were to appear 
in behalf of these proposals, pending the completion of efforts to de- 
velop appropriate amendments or new legislation. 

The Hoover Commission bills as presently drawn would require 
that the executive agencies of the Government present their budget 
estimates to the Congress for each fiscal year on an annval accrued 
expenditure basis. This would directly implement the objectives of 
the Second Hoover Commission which recommended— 


That the executive budget and congressional appropria- 
tions be in terms of estimated annual accrued expenditures, 
namely, charges for the cost of goods and services estimated 
to be received (recommendation No. 7, Hoover Commission 
Budget and Accounting Report, June 1955, p. 25). 


The word “objectives” as used in these bills provides that budget 
estimates shall be determined on an annual accrued expenditure basis. 
They do not provide that congressional appropriations shall be 

expressed in such terms, although the implication follows that if 
budget estimates are prepared on an annual expenditure basis, con- 
gressional appropriations would be made upon that basis. 
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Although, in the view of the committee, the authority vested in the 
Joint Committee on the Budget, proposed to be established under the 
provisions of S. 1585, is sufficiently broad to permit the joint com- 
mittee to carry out all of the recommendations of the Hoover Com- 
mission relating to budgeting and accounting, language has been 
added to the bill, as reported, in order to clearly define this authority. 
Under subsection (j) the bill provides specifically that— 


Upon request of the joint committee, any agency shall 
submit to the Appropriations Committees of the House of 
Representatives and the Senate estimates for proposed ap- 
propriations on an annual accrued-expenditure basis. 


It is the view of the committee that the pending bill, which is 
sponsored by 71 Senators,? will not only provide the Congress with 
adequate facilities to carry out its constitutional functions and to 
retain control over the purse string, but will establish a medium 
through which the necessary economies in governmental operations 
ean be effected. Its provisions are broad enough to fully effectuate 
all of the recommendations of the Hoover Commission by utilization 
of the authority vested in the proposed Joint Committee on the 
Budget without further legislative action, and with the further ad- 
vantage of retaining complete legislative control over ail appropria- 
tions and the expenditure of Federal funds based on complete data 
developed by competent staff. 


ACTION BY THE SENATE IN PREVIOUS CONGRESSES 


That the Congress is aware of the seriousness of this situation is 
evidenced by the fact that it has already acknowledged the need for 
exercising more effective controls over the purse strings, through the 
enactment of section 138 of the Legislative Reorganization Act of 
1946, which was conceived with a view to improving and modernizing 
congressional procedures in the consideration of the executive budget. 
This meritorious and well-intentioned effort on the part of the Con- 
gress, although failing to attain the objectives for which it was created, 
has served a useful purpose in pointing up the essential need for 
finding a workable substitute. 

A bill similar to S. 1585 was first introduced on February 19, 1950, 
in the Slst Congress (S. 2898) by Senator McClellan, chairman of the 
Committee on Government Operations. In 1952, at the beginning of 
the 82d Congress, the chairman reintroduced the bill, with some 
minor revisions, as S. 913. After public hearings and careful con- 
sideration, the Senate Committee on Government Operations unani- 
mously reported S. 913 favorably. On April 8, 1952, following full 
debate, the Senate approved the bill by 55 to 8, on a rolleall vote. It 
failed of passage in the House. After the House had rejected a reso- 


on 


2Mr. McClellan (for himself, Mr. Allott, Mr. Anderson, Mr. Barrett, Mr. Beall, Mr. Bennett, Mr. 
Bible, Mr. Blakley, Mr. Bricker, Mr. Bridges, Mr. Bush, Mr. Butler, Mr. Capehart, Mr. Carlson, Mr. 
Carroll, Mr. Case of New Jersey, Mr. Chavez, Mr. Church, Mr. Clark, Mr. Cotton, Mr. Curtis, Mr. 
Douglas, Mr. Eastland, Mr. Ervin, Mr. Flanders, Mr. Fulbright, Mr. Goldwater, Mr. Green, Mr. Hick- 
enlooper, Mr. Holland, Mr. Hruska, Mr. Humphrey, Mr. ives, Mr. Jackson, Mr. Javits, Mr. Jenner, Mr. 
Johnston of South Carolina, Mr. Kefauver, Mr. Kennedy, Mr. Lausche, Mr. Long, Mr. Magnuson, Mr. 
Malone, Mr. Mansfield, Mr. Martin of Iowa, Mr. Martin of Pennsylvania, Mr. McCarthy, Mr. Me- 
Namara, Mr. Monroney, Mr. Morse, Mr. Morton, Mr. Mundt, Mr. Neely, Mr. Neuberger, Mr. Pastore, 
Mr. Payne, Mr. Potter, Mr. Purtell, Mr. Saltonstall, Mr. Schoeppel, Mrs. Smith of Maine, Mr, Smith 
of New Jersey, Mr. Sparkman, Mr. Stennis, Mr. Symington, Mr, Talmadge, Mr. Thurmond, Mr. Thye, 
Mr. Wiley, Mr. Williams, and Mr. Young) introduced the following bill; which was read twice and re- 
ferred to the Committee on Government Operations. 
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lution of indefinite purport for consideration of a billl similar to S. 913 
(H. R. 7888), preventing consideration of the proposal on its merits, 
the chairman inserted the language of S. 913 as an amendment to the 
supplemental appropriation bill (H. R. 8370) which, at the insistence 
of the House conferees, was stricken in conference. 

The bill was again reintroduced by Senator McClellan in the 83d 
Congress as S. 833, under the sponsorship of 57 Members of the Sen- 
ate. It was reported favorably on May 19, 1953, by Senator Mar- 
garet Chase Smith, chairman of the Subcommittee on Reorganization, 
after further hearings before that subcommittee, with amend- 
ments. It passed the Senate on May 23, 1953, under unanimous con- 
sent, and was referred to the House Committee on Rules, where no 
further action was taken. 

Again in the 84th Congress, a committee bill, S. 1805, which con- 
tained further perfecting amendments, was introduced by the chair- 
man, and reported unanimously by the committee and passed the 
Senate by unanimous consent on May 19, 1955. This bill also failed 
to receive favorable consideration in the House of Representatives. 
The pending bill is identical to S. 1805, except for the additional 
language outlined in the preceding section of this report. 


PROVISIONS OF S. 1585 


Section 1 of the bill would establish a Joint Committee on the 
Budget composed of 14 members, 7 from the Appropriations Com- 
mittee of the Senate and 7 from the Appropriations Committee of the 
House; 4 from the majority party and 3 from the minority party, to 
be chosen by the respective committees. 

The joint committee would be authorized to elect a chairman and 
vice chairman from among its members at the first regular meeting of 
each session, with the chairman designated from among the members 
who are Members of the House of Representatives, and the vice 
chairman from among the members who are Members of the Senate 
in even-numbered years; and during odd years, the chairman shall be 
selected from among the members who are Members of the Senate, 
and the vice chairman shall be selected from among the members who 
are Members of the House of Representatives. The joint committee 
is authorized to adopt its own rules, except that provision is made 
that no measure or recommendation shall be reported unless approved 
by a majority of the committee. 

The proposed joint committee would be required to inform itself 
on all aspects of the annual budget of the agencies of the Government, 
to examine expenditure reports, and to investigate the details of 
Federal operations in order that the Appropriations C ommittees might 
be provided with detailed information concerning each item in the 
budget and the justifications therefor. It would ‘also be required to 
fully utilize information emanating from the Joint Committee on 
Internal Revenue Taxation, to consider the President’s messages on 
the state of the Union and the Economic Report, and from all other 
sources as to estimated revenues and changing economic conditions, 
in order that a well-considered fiscal program may be devised to 
hold expenditures to the minimum in relation to anticipated Federal 
revenues and consistent with essential requirements of Government 
operations and the national security. 
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In addition, the joint committee would be authorized to report on 
and recommend appropriate legislative changes to standing jurisdic- 
tional committees so that they may eliminate wasteful practices and 
correct deviations from programs authorized by the Congress, and to 
recommend cutbacks in such programs when in the public interest. 

To aid the Committees on Appropriations 1 in determining the action 
necessary to conform to this program, the joint committee is required 
to submit, at the beginning of each regular session of Congress, and 
periodically as deemed necessary, schedules of total estimated costs 
of all programs and projects authorized by the Congress, together 
with estimated costs of such programs and projects during the current 
succeeding, and subsequent fiscal years where the program extends 
for more than 1 year. 

The joint committee, or any subcommittee thereof, is vested with 
power to hold hearings, issue subpenas, take testimony, and to make 
such expenditures as are necessary to carry out its functions within the 
amount appropriated therefor. 

The bill authorizes the appointment of a staff director, an associate 
staff director, and such other professional, technical, and clerical 
employees as may be necessary to carry out the duties of the joint 
committee without regard to civil-service rules or the Classification 
Act of 1949, as amended. The staff director shall be appointed by 
and be responsible to members of the party of which the chairman of 
the joint committee is a member, and the associate staff director shall 
be appointed by and responsible to members of the opposition party. 
The bill also requires that no person shall be employed until data with 
respect to him, after a thorough investigation of his loyalty and 
security by the Federal Bureau of Investigation, has been made 
available to, and his appointment approved by, the joint committee. 

The members of the staff would be made svailable to the Com- 
mittees on Appropriations, and the several subcommittees thereof, 
during periods when appropriation bills are pending before the respec- 
tive bodies and staff members, upon the written authority of the 
chairman or vice chairman, are provided with authority to examine 
fiscal books, documents, papers, and reports of any Federal agency 
and data related to proposed appropriations included in the annual 
budget transmitted by the President. 

The bill requires that the annual budget shall include an analysis of 
all active long-term construction programs authorized by the Congress, 
showing for each the total estimated cost, the actual or estimated 
expenditures during prior, current, ensuing, and subsequent fiscal 
years, and that all grant-in-aid programs shall be included in the 
analysis covering grants of indefinite duration, and the annual cost 
for a 10-year period. 

The subcommittee is further authorized to request any agency to 
submit to the Committees on Appropriations estimates for proposed 
appropriations on an annual accrued-expenditure basis, in addition to 
any other budget submissions, as recommended by the Hoover Com- 
mission. 

Members of the staff of the Bureau of the Budget are to be assigned 
to attend executive sessions of the subcommittees of the Appropri- 
ations Committees with reference to proposed appropriations, as may 
be required. 
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The Comptroller General of the United States is directed, at the 
request of the chairman of the joint committee, to make such investi- 
gations and reports with respect to any agency as will enable the joint 
committee to give adequate consideration to items relating to agency 
expenditures, activities, or appropriation request. Authority is 
granted to the Comptroller General to employ such technical and 
professional personnel as may be required to comply with the request 
of the chairman of the joint committee without regard to civil-service 
laws, rules, or regulations, and to fix their compensation without re- 
gard to the Classification Act of 1949,asamended. This new function 
of the General Accounting Office would be in addition to its present 
authority of performing postaudit functions on behalf of the Congress. 

Section 2 provides that all committees recommending legislation 
which would authorize appropriations shall include in their reports 
estimates as to the initial cost of the project or programs, and their 
continuing cost over the first 5 years of its operations, based on esti- 
mates from the department or agency primarily concerned, after 
review by the Bureau of the Budget. It provides further that, if the 
chairman of the committee determines that no existing department or 
agency is primarily concerned with the proposed legislation, the esti- 
mate shall be made by the Bureau of the Budget. The joint commit- 
tee would be required to maintain compilations of all such estimates, 
and to print such compilations annu: ally for the information of Mem- 
bers of the Congress. 

Section 3 of the bill authorizes the joint committee to recommend 
joint hearings by the Appropriations Committees and subcommittees 
thereof, in the interest of expediting action on appropriation measures, 
This would insure conservation of the time and energy of the members 
of these committees and administrative oflicials of the Government, 
without in any way interfering with the independence of separate 
committee deliberations and decisions. 

In connection with joint hearings provided for in section 3, the come 
mittee held that considerations of time have proved to be one of the 
two major stumbling blocks of the omnibus appropriation bill approach 
which was abandoned in the House of Representatives after a single 
year of trial. Joint hearings would greatly ease that timing problem, 
because members of the subcommittees of the Senate Appropriations 
Committee would participate at early dates each year in the joint 
hearings with their opposite Me pare? in the House of Representatives, 
and would be prepared to act almost immediately on the many 
appropriation items which are frequently subjected to little or no 
change as reported and as passed by the House of Representatives. 
Further hearings would presumably be limited to those appropriation 
items where Senate Appropriations subcommittees felt additional 
information is needed because of substantial cuts or increases in pro- 
posed appropriations as finally voted in the House of Representatives. 

Manifestly such savings of time would be of great practical value. 
They should prove to be persuasive elements in stimulating the 
increased use of joint hearings by all committees of the Congress, 
even though section 3 of the bill recommends such hearings on an en- 
tirely optional basis so as not to invade the rights and prerogatives of 
either House. This advantage should be of special interest to the 
many Senators and Representatives who hold the omnibus appropria- 
tion bill approach in high favor. 
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HEARINGS IN 82D AND 83D CONGRESSES 


Further hearings on S. 1585 were held to be unnecessary, since 
extensive hearings were held on the predecessor bill, S. 913, during the 
82d Congress in 1951. Witnesses representing the Congress, State 
taxpayers associations from all sections of the country, the American 
Institute of Accountants, National Association of Manufacturers, 
and various other groups strongly supported the objectives of the bill, 
although there were some differences as to the detailed provisions of 
such proposed legislation which were eliminated in S. 1805 in the 
84th Congress and in the pending bill. 

Also, the connie has been informed that oe House Committee 


on Rules schedule¢ ‘rings on an identical bill, H. R. 2416, to begin 
on March 13, 19: 7. “The | hearines were postponed in view of the fact 
that the nee ul was ori rin ate ad | bv the Sens te C ommittee on Govern- 
ment O shi ns, ans d S. 1585 was not introduced in the Senate until 
March 4. it is understood that hearings will be rescheduled at an 


early date. 
Following the hearings in 1951, the committee also held extensive 


| ! + } } 2 <y } “cy , > : > 
hearings on proposed amendments to the Legislative Reorganization 
. at -AaYrrwinae t 4 Samet ‘ liye ly, nate 7a 
Act of 1946, in carrying out its functions to evaluate the effects of laws 
enacted to reorganize the legislative branch. At these subsequent 


hearings numerous witnesses urged that immediate steps be taken by 
the Congress to improve its fiscal controls. 

Typical of the statements made in connection with the pending pro- 
posal is the following extract quoted from the testimony of Mr. Carte 
W. Atkins, executive director of the Connecticut Public Expenditure 


f 1 


Council, who appeared before the committee on June 13, 1951: 


My own recommendation is that we forget about revising 
the legislative budget and concentrate our energies in the di- 
rection proposed by your committee chairman in S. 913, 
which provides for the Joint Committee on the Budget. 

* * Control! of Federal finances will only be achieved by 
constant and continuous attention to the problem by the 
most competent pro fessional and technical staff obtainable, 
working under conditions which favor their retention in office 
regardless of what } party is in power. We need a joint com- 
mittee to con irol Federal spending as much as we need the 

+] 


presently ! Internal 


y highly regarded Joint Committee on |! neve- 
nue Taxation, and we need a staff qualified to do the job the 
committee is authorized to perform. <A few davs of frantic 


eilort in the early days of the Congress and a halfhearted 


declaration of congressional intent, as expressed in a resolu- 
tion adopting the legislative budget, are no substitute for 
good, hard, continuous work by an interested committee 
backed by highly able staff work. Ido not, therefore, recom- 


mend that the legislative budget be resuscitated, but rather 
suggest that this is one sleeping dog that should be allowed 
to rest In peace, and permanent) 


t 


Mr. Frederick J. Lawton, then Director of the Bureau of the Budget 
in testifying before the committce on May 17, 1951, pointed up the 
fact that the tremendous increase in the size and scope of the Federal 
budget during recent years has produced entirely new and challenging 
problems for the Congress, and that the rapid growth of the Federal 
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budget to where it then approximated 25 percent of the national 
income makes it one of the most significant factors in the economic and 
social life of the Nation. Mr. Lawton stated that the problem the 
Congress faces in attempting to come to grips more realistically with 
the Government’s financial program is twofold: 


First, there is the problem of identifying and agreeing in 
Congress on the kind and amount of essential information 
needed to evaluate both the budget as a whole and its 
thousands of components; (and) second, there is the problem 
of providing within the Congress itself the kind of structure 
that can make the fullest and most effective use of this 
information * * *, 

The major determinant in any budget is not how much 
money is needed to run a given activity efficiently. It is 
rather a determination on whether the activities should be 
conducted at all and, if so, at what level. Yet decisions on 
individual activities must be made in the light of a host of 
factors—the expenditure and revenue outlook, economic con- 
ditions, provisions of existing law, and many others. 


In commenting specifically as regards the purposes of S. 913, Mr. 
Lawton concluded— 


A joint committee on the budget, with the broad job just 
outlined, would not duplicate the present work of the Appro- 
priations Committees on the appropriation requests placed 
before them, but would, instead, provide Congress with a 
superior review of the whole budget situation. Such a joint 
committee might also be of further assistance to the Congress 
in dealing with such matters as determining the format of 
the budget, which would be most helpful to Congress in 
acting thereon, reviewing the many types of appropriations 
now found in our appropriation structure and providing for 
a simplification thereof, arriving (cooperatively with the 
executive branch) at a simple system of ‘“scorekeeping” on 
appropriations and other expenditure authorizations, co- 
ordinating and digesting for the Congress the many matters 
pertaining to Government finance and spending that come 
to it from many sources, and generally assisting the Congress 
to get on top and stay on ae of the budget. 


Hearings were also held on S. 833 during the 83d Congress, by the 
Subcommittee on Reorganization, following which the bill was again 
reported unanimously, with further perfecting amendments. 


PAST EFFORTS TO TIGHTEN FISCAL CONTROLS 


This proposed legislation would continue the many efforts of the 
Congress during the past 30 or 40 years to develop more adequate 
fiscal controls over Federal spending. Among tbe first of these was 
the Budget and Accounting Act of 1921, which established the same 
kind of executive budget in the Federal Government as had been 
successfully developed in State and local governments. That statute 
reflected a fairly rapidly expanding pattern of Federal activities, for 
those days, which had been subjected to the heavy stresses and strains, 
financial and otherwi ise, during and after World War I. 
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Among the basic changes since the 1921 enactment of a national 
budget system was the transfer of an expanded Bureau of the Budget 
to the Executive Office of the President under the Reorganization Act 
ot 1939. Subsequent years brought various fiscal problems, notably 
the recurring deficits in the Federal budget, particularly during the 
years of World War II. The Employment Act of 1946, with its 
accompanying creation of a new Council of Economic Advisers im- 
mediately under the President, started to weave studies of national 
economic development and trends into annual budget deliberations. 
More recently various fundamental aspects of the 1921 budget law 
were supplemented and modernized by the Budget and Accounting 
Procedures Act of 1950, which promotes better coordination of F ed- 
eral accounting and fiscal procedures. 


Committee on the legislative budget 

The vital need for a congressional counterpart of executive budget- 
ing providing for better congressional analysis and consideration of 
the appropriations which are proposed i in the annual executive budget 
was recognized by the Congress in enacting section 138 of the Legisla- 
tive Reorganization Act of 1946. This section of the act made an 
unsuccessful effort to tighten congressional control of the purse strings. 
It created a joint committee, composed of the members of the 4 taxing 
and spending committees of the 2 Houses of Congress and directed 
that committee (a) to compare the estimated total receipts and the 
total expenditures proposed in the budget for the ensuing year, and 
(b) to recommend a ceiling on total expenditures to serve as a control 
on the total amount of appropriations, in line with what the Nation 
can afford to spend. Although every competent authority agrees 
that the purpose of this provision is eminently desirable, it proved 
unworkable in the 80th, and succeeding Congresses. This failure was 
largely attributed to the cumbersome committee setup involved, and 
to the lack of necessary staff. To help solve this problem in con- 
siderable degree, S. 1585 proposes what this committee believes to be 
a more practical and workable solution. 

A somewhat similar approach to the original objectives of section 138 
of the Legislative Reorganization Act of 1946, designed to effect a 
solution to this problem has been embodied in a number of legislative 
proposals which would provide that Federal expenditures shall not 
exceed Federal revenues, except in time of war or grave national 
emergency declared by the Congress. 


Experience with omnibus appropriation bill 

The Senate adopted a resolution on July 2, 1949, requiring the com- 
bination of the traditionally separate appropriation measures in a 
one-package or omnibus appropriation bill (S. Rept. 616), but the 
House of Representatives declined to report an omnibus bill, because 
of the insistence of its Appropriations Committee, that existing powers 
were adequate without statutory change. After a voluntary experi- 
ment on such a basis for the single fiscal year 1951, the House Ap- 
propriations Committee voted to return to the old procedure of 
reporting separate appropriation bills. New resolutions designed to 
restore the omnibus appropriation bill have been introduced in the 
last three Congresses. In the 83d Congress a resolution proposed 
by Senator Byrd, with 46 other Senators as cosponsors (S. Con. Res. 8), 
was reported fay orably by the Senate Committee on Rules and 
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Administration, on May 12, 1953 (S. Rept. No. 267), but failed of 
final passage. 

Two factors were predominant in the congressional attitude toward 
the omnibus appropriation bill. One was i serious delay in pas- 
sage, caused by the fact that the Senate was prevented from starting 
work on the many appropriation items until I all of them, controversial 
and noncontroversial alike, were passed by the House. ‘The other 
was that an omnibus appropriation bill lends itself to the addition 
of legislative riders. As a re tical matter, the President cannot 
veto those riders which he deems objectionable unless he is willing 
to veto the whole omnibus bill and risk financial chaos for the Federal 
Government. To meet this objection three members of the Senate 
Committee on Rules and Administration formulated S. 2161. in the 
ll, which was introduced on June 
29, 1949, and referred to this committee. ‘The bill was never reported 
because of doubtful constitutionality. Under the provisions of S. 2161, 
the President would have been ai uthori ized to veto all or parts of the 
appropria en. bill passed by the Congress, but insofar as any vetoed 
amounts were rea ppropriated we the Congress, restored items could 
not have bee en again vetoed by the President. 

Other bills introduced by Senator Humphrey in the last two Con- 
eresses, and referred to this committee, would authorize a Preside ntial 
item veto. These bills also contained other proposals providing 
or a consolidated cash budget, a separation of oper ating from capita 


expenditures, the scheduling of 


Sist Congress a partial-item veto bil 


J 
f S 
legislative action on appropriation 
measures, and requiring yea-and-nay vote s on amendments to appro- 
priation bills 

Percentage cuts in appropriations 

Other fiscal proposals which have had serious consideration in the 
Senate include Senate Joint Resolution 108, reported favorably by 
this committee in the 81st Congress (S. Rept. 498), which combined 
the features of 3 pending resolutions, in an effort to bring about a more 
nearly balanced budget. It would have required the President to 
make an overall reduction of not less than 5 percent nor more than 10 
percent in the total amount of appropriations which he had recom- 
mended for the fiscal year 1950. Despite vigorous efforts on the 

Senate floor, this proposal made no progress. It was, therefore, added 
as a rider to an appropriation bill but failed by a narrow margin to 
receive ms necessary two-thirds majority under Senate rules, after a 
point of ot r had been raised. 

A similar ac eine tg, alae cut was adopted, however, in the General 
Ay ppropriation Act of 1951, approved September 6, 1950, which re- 
quired that an overail cut of $550 million be made in the 

appropriations, reappropriations, contract authorizations 
and reauthorizations made by this act for departments and 
agencies in the executive branch of the Government * * * 
without impairing national defense. 

Sunilar efforts toward a flat perce ntage cut in proposed 1952 appré- 
priations were pressed with vigor in the Senate in connection with 
appropriation measures, but the final determination was that good 
legislative Pier ‘tices required direct action on specific items, and that 
an across-the-board cut was not the proper solution to the problem. 
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This flat percentage cut type of legislative requirement is an 
acknowledgment, in the view of the committee, that the Congress 
does not have the necessary machinery to develop the facts upon 
which to direct specifically indicated economies in Government spend- 
ing, which the pending bill is designed to provide. Flat cuts are 
always subjected to criticism on the ground that the Congress has 
a responsibility to vote definite reductions in individually proposed 
appropriation items. It is also contended that the flat percentage 
cut adversely and improperly affects in the same degree two entirely 
different kinds of agencies: (a) Those whose officials are conducting 
constructive and useful activities in efficient, economical fashion, as 
against (6) those who are making no efforts to do a good job, and 
in some instances have even managed so to pad their budgets that a 
percentage cut will only reduce them to about the amount they had 
hoped in the first place to have available for expenditure. 


Alternate balanced budget 

Another fiscal proposal of basic importance was made in Senate 
Joint Resolution 131 of September 23, 1949, which would have 
required the President to submit an alternate balanced budget along 
with his regular budget to provide for the following fiscal year 1951. 
When Senate Joint Resolution 131 made no progress, it was proposed 
in substance as a rider to H. R. 1689, the Executive Pay Raise Act 
of 1949, and was accepted as such by the Senate. It later was stricken 
in conference. 

The committee in approving S. 913 in the 82d Congress also adopted, 
by a majority vote, an amendment providing for annual submission 
by the President of an alternate balanced budget. The latter budget 
would parallel the regular budget which the President is required to 
submit at the beginning of each session of the Congress. While a 
majority of the committee endorsed this proposal in executive session, 
the committee preferred that its consideration by the Senate be kept 
separate from the other aspects of S. 913. An amendment to S. 913 
calling for an alternate, balanced budget was submitted by the chair- 
man on the floor of the Senate when the bill was approved April 8, 
1952, as directed by a majority of the committee, but was rejected 
by the Senate, and no similar provision is included in S. 1585 as 
reported by the committee. 


CONCLUSION 


The committee unanimously endorses S. 1585 and urges its approval 
by the Congress in order to help bring about more effective control of 
tne Federal purse. The committee firmly believes that the bill con- 
stitutes a realistic program for equipping the Appropriations Com- 
mittees with adequate staff facilities to provide essential information 
that will enable those committees and the Congress to arrive at fully 
informed decisions relative to the essential fiscal requirements of the 
executive agencies of the Government. 

The bill would avoid duplications that would be necessary in pro- 
viding separate staffs for the two Appropriations Committees, and, by 
making such a professional staff available on a continuing basis, would 
bring to these committees informed experts who would be available 
for services in succeeding Congresses. It would also do away with 
the necessity for either of these committees to procure outside con- 
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sultants on a temporary basis, or the utilization of administrative per- 
sonnel of the General Accounting Office who have other responsible 
and continuing functions to perform for other committees of the 
Congress. 

Finally, S. 1585 would stimulate joint hearings on pending appro- 
priation measures, without improperly invading the rights and pre- 
rogatives of the separate Houses of Congress and of the Appropriations 
Committees. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (matter omitted enclosed in br ackets, 
new matter printed in italics, existing law in which no change is 
reported shown in roman): 

The Legislative Reorganization Act of 1946, Public Law 601, 79th 
Congress, is amended as follows: 


[LEGISLATIVE BUDGET 


[Sec. 138. (a) The Committee on Ways and Means and the Com- 
mittee on Appropriations of the House of Representatives, and the 
Committee on Finance and the Committee on Appropriations of the 
Senate, or duly authorized subcommittees thereof, are authorized 
and directed to meet jointly at the beginning of each regular session 
of Congress and after study and consultation, giving due consideration 
to the budget recommendations of the President, report to their re- 
spective Houses a legislative budget for the ensuing fiscal year, includ- 
ing the estimated overall Federal receipts and expenditures for such 
year. Such report shall contain a recommendation for the maximum 
amount to be appropriated for expenditure in such year which shall 
include such an amount to be reserved for deficiencies as may be 
deemed necessary by such committees. If the estimated receipts 
exceed the estimated expenditures, such report shall contain a recom- 
mendation for a reduction in the public debt. Such report shall be 
made by February 15. 

[(b) The report shall be accompanied by a concurrent resolution 
adopting such budget, and fixing the maximum amount to be appro- 
priated for expenditure in such year. If the estimated expenditures 
exceed the estimated receipts, the concurrent resolution shall include 
a section substantially as follows: ‘That it is the sense of the Congress 
that the public debt shall be increased in an amount equal to the 
amount by which the estimated expenditures for the ensuing fiscal 
year exceed the estimated receipts, such amount being $ = 
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Src. 188. (a) There is hereby created a joint service committee, to be 
known as the Joint Committee on the Budget (hereinafter in this section 
called the “joint committee’’) and to be composed of fourteen members as 
follows: 

(1) Seven Members who are members of the Committee on Appropria- 
tions of the Senate, four from the majority party and three from the 
minority party, to be chosen by such committee; and 
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(2) Seven Members who are members of the Committee on Appropria- 
tions of the House of Representatives, four from the majority party and 
three trom the minority party, to be chosen by such committee. 

(b) No person shall continue to serve as a member of the joint committee 
after he has ceased to be a member of the committee from which he was 
chosen, except that the members chosen by the Committee on Appropriations 
of the House of Representatives who have been reelected to the House of 
Representatives may continue to serve as members of the joint committee 
notwithstanding the expiration of the Congress. A vacancy in the joint 
committee shall not affect the power of the remaining members to execute 
the functions of the joint committee, and shall be filled in the same manner 
as the original selection, except that (1) in case of a vacancy during an 
adjournment or recess of Congress for a period of more than two weeks, 
the members of the joint committee who are members of the committee 
entitled to fill such vacancy may designate a member of such committee 
to serve until his successor is chosen by such committee, and (2) in the 
case of a vacancy after the expiration of a Congress which would be filled 
from the Commitee on Appropriations of the House of Representatives, 
the members of such committee who are continuing to serve as members of 
the joint committee, may designate a person who, immediately prior to 
such expiration, was a member of such committee and who is reelected 
to the House of Representatives, to serve until his successor is chosen by 
such committee. 

(c) The joint committee shall elect a chairman and vice chairman from 
among its members at the first regular meeting of each session: Provided, 
however, That during even years the chairman shall be selected from 
among the members who are Members of the House of Representatives 
and the vice chairman shall be selected from among the members who are 
Members of the Senate, and during odd years the chairman shall be 
selected from among the members who are Members of the Senate and 
the vice chairman shall be selected from among the members who are 
Members of the House of Representatives. 

(d) The joint committee may make such rules respecting its organiza- 
tion and procedures as it deems necessary: Provided, however, That no 
measure or recommendation shall be reported from the joint committee 
unless a majority of the committee assent. 

(e) It shall be the duty of the joint committee— 

(1) (A) to inform itself on all matters relating to the annual 
budget of the agencies of the United States Government, including 
analytical, investigative, audit, and other reports on Federal opera- 
tions prepared by the General Accounting Office pursuant to section 
812 of the Budget and Accounting Act, 1921, the Government 
Corporation Control Act, and section 206 of the Legislative Re- 
organization Act of 1946, and by other Federal agencies; (B) to 
provide the Committee on Appropriations of the House of Repre- 
sentatives and the Committee on Appropriations of the Senate with 
such information on items contained in such budget, and the justifica- 
tions submitted in support thereof, as may be necessary to enable 
said committees to give adequate consideration thereto; (C) to 
consider the President’s messages on the state of the Union and the 
Economic Report, to consider all information relating to estimated 
revenues, including revenue estimates of the Department of the 
Treasury and the Joint Committee on Internal Revenue Taxation, to 
consider essential programs, and to consider changing economie 
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conditions; and (D) to report to the Appropriations Committees 
of the House of Representatives and the Senate its findings with 
respect to budget estimates and revisions in appropriations required 
to hold expenditures to the minimum consistent with the requirements 
of Government operations and national security; 

(2) to recommend to the appropriate standing committees of the 
House of Representatives and the Senate such changes in existing 
laws as may effect greater efficiency and economy in government; 

(3) to make such reports and recommendations to any standing 
committee of either House of Congress or any subcommittee thereof 
on matters within the jurisdiction of such standing committee relating 
to deviations from basic legislative authorization, or to appropria- 
tions approved by Congress, which are not consistent with such basic 
legislative authorization, or to cut-backs in previously authorized 
programs which require appropriations, as may be deemed necessary 
or advisable by the joint committee, or as may be requested by any 
standing committee of either House of Congress or by any subcom- 
mittee thereof; 

(4) to report to the Committees on Appropriations of the House of 
Representatives and the Senate at the beginning of each regular 
session of the Congress the total estimated costs of all programs and 
projects authorized by the Congress, together with estimated costs of 
such programs and projects during the fiscal year underway, the 
ensuing fiscal year, and subsequent fiscal years, and to make such 
interim reports as may be deemed advisable. 

(f) The joint committee, or any subcommittee thereof, shall have power 
to hold hearings and to sit and act anywhere within or without the District 
of Columbia whether the Congress is in session or has adjourned or is in 
recess; to require by subpena or otherwise the attendance of witnesses and 
the production of books, papers, and documents; to administer oaths; 
to take testimony; to have printing and binding done; and to make such 
expenditures as it deems necessary to carry out its functions within the 
amount appropriated therefor. Subpenas shall be issued under the signa- 
ture of the chairman or vice chairman of the committee and shall be served 
by any person designated by them. The provisions of sections 102 to 104, 
inclusive, of the Revised Statutes (U. S. C., title 2, secs. 192-194) shall 
apply in the case of any failure of any witness to comply with any subpena 
or to testify when summoned under authority of this section. 

(g) The joint committee shall have a staff director, an associate staff 
director, and such other professional, technical, clerical, and other em- 
ployees, temporary or permanent, as may be necessary to carry out the 
duties of the joint committee. Such employees shall be employed without 
regard to the civil-service laws, and their compensation shall be fixed 
without regard to the Classification Act of 1949, as amended. The staff 
director shall be appointed by and responsible to the members of the party 
of which the chairman of the joint committee is a member, and the asso- 
ciate staff director shall be appointed by and responsible to the members 
of the opposition party. No person shall be employed by the joint 
committce unless the members appointing him have favorably considered 
the data with respect to him submitted by the Federal Bureau of Investiga- 
tion after a thorough investigation of his loyalty and security. 

(h) The joint committee shall make available members of its staff to 
assist the staffs of the Committees on Appropriations of the House of 
Representatives and of the Senate and the several subcommittees thereof 
during the periods when appropriation bills are pending. 
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(i) Professional and technical employees of the joint committee, wpon 
the written authority of the chairman or vice chairman, shall have the 
right to examine the fiscal books, documents, papers, and reports of any 
agency of the United States Government within or without the District of 
Columbia, and data related to proposed appropriations incorporated in 
the annual budget transmitted by the President. 

(7) The annual budget of the United States shall henceforth include a 
special analysis of all active long-term construction and development 
programs and projects authorized by the Congress, showing for each the 
total estimated cost, and the actual or estimated expenditures during prior 
fiscal years, the current fiscal year, the ensuing fiscal year, and subsequent 
fiscal years. All grant-in-aid programs shall be included in this analysis, 
in @ separate grouping, showing under the heading “Subsequent Fiscal 
Years” for grants of indefinite duration the estimated annual cost for a 
ten-year period. Upon request of the joint committee, any agency shall 
submit to the Appropriations Committees of the House of Representatives 
and the Senate estimates for proposed appropriations on an annual 
accrued expenditure basis. 

(k) Qualified members of the staff of the Bureau of the Budget shall, at 
the request of the Committee on Appropriations of the House of Repre- 
sentatives or the Senate, or any subcommittee thereof, be assigned to 
attend executive sessions of the subcommittees of the Appropriations 
Committees and to explain the content and basis of proposed appropria- 
tions. 

(1) The Comptroller General of the United States shall, at the request 
of the chairman of the Joint Committee on the Budget, make such investi- 
gations and reports with respect to any agency as will enable such joint 
committee to gwe adequate consideration to items relating to such agency 
which are contained in the budget as submitted by the President, and the 
justifications submitted in support thereof; and, for this purpose, the 
Comptroller General is authorized to employ technical and professional 
personnel without regard to the civil-service laws, rules, or regulations, 
and fix their compensation without regard to the ¢ lassification Act of 
1949, as amended. 

(m) When used in this section, the term “‘agency’’ means any executive 
department, commission, council, independent establishment, Government 
corporation, board, bureau, division, service, office, officer, authority, ad- 
ministration, or other establishment, in the exec utive branch of the Govern- 
ment. Such term includes the Comptroller General of the United States 
and the General Accounting Office, and includes any and all parts of the 
municipal government of the District of Columbia except the courts thereof. 

(n) There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the purposes of this section. Appropriations 
for the expenses of the joint committee shall be disbursed by the Secretary 
of the Senate upon vouchers signed by the chairman or vice chairman. 

Sec. 2. Effective at the beginning of the second regular session of the 
Eighty- third Congress, section 133 of the Legislative Reorganiz cation Act 
of 1946, as amended, is amended by adding at the end thereof the following 
new subsection: 

‘(g) (1) All bills and joint resolutions authorizing appropriations 
reported from committees of the Senate or the House of Representatives 
shall be accompanied by reports in writing, which shall be printed; and 
there shall be included in each such report or in an accompanying docu- 
ment an estimate from the department or other agency of the leqrslative, 
executive, or judicial branch of the Government primarily concerned of 
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the probable cost of carrying out the legislation proposed in such bill or 
resolution over the first five-year period of its operation or over the period 
of its operation if such legislation will be effective for less than five years, 

““(2) Estimates received from departments or agencies under this sub- 
section may be submitted by the committees to the Bureau of the Budget 
for review, and such reviews, when practicable, shall be included in the 
reports or accompanying documents before said bills and joint resolutions 
are reported. If the chairman of the committee determines that no 
existing department or agency is primarily concerned with the legislation, 
the estimate shall be made by the Bureau of the Budget. 

““(3) The Joint Committee shall maintain compilations of all such 
estimates, and semiannually shall print those compilations (together with 
any comment of the Bureau of the Budget) for the information of the 
Congress.”’ 

Szc. 3. Section 189 of the Legislative Reorganization Act of 1946, as 
amended, is amended by adding at the end thereof the following new 
subsection: 

““(e) The Joint Committee on the Budget is authorized to recommend 
that joint hearings be held by the Committees on Appropriations of the 
House of Representatives and the Senate, and of subcommittees thereof; 
but such joint hearings shall not affect the power of the respective com- 
mittees, and of subcommittees thereof, to conduct separate additional 
committee hearings, and shall not affect the independence of committee 
deliberations and decision. The chairman of each such joint hearing 
shall be the chairman of the Committee on Appropriations, or of the 
appropriate subcommittee thereof, of the House in which the bill is pending 
at the time of the hearing, and the vice chairman shall be the chairman of 
the Committee on Appropriations of the other House, or of the appropriate 
subcommittee thereof.” 


O 
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AMENDMENT OF ANGLO-AMERICAN FINANCIAL 
AGREEMENT 


Marcu 18, 1957.—Ordered to be printed 


Mr. Fu.sricat, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany §S. J. Res. 72) 


The Committee on Banking and Currenev, to whom was referred 
the joint resolution (S. J. Res. 72) to implement further the act of 
July 15, 1946, by approving the signature by the Secretary of the 
Treasury of an agreement amending the Anglo-American Financial 
Agreement of December 6, 1945, having considered the same, report 
favorably thereon without amendment and recommend that the 
joint resolution do pass. 


GENERAL STATEMENT 


Senate Joint Resolution 72, introduced by the chairman of the 
Subcommittee on International Finance for himself, the chairman 
of the committee, and the ranking minority member of the committee, 
would approve the proposed amendment to the Anglo-American 
Financial Agreement of 1945, signed on March 6, 1957. The amend- 
ment would change the terms of repayment of the loan of $3,750 
million made pursuant to the 1945 agreement by providing for the 
postponement of a limited number of installments of principal and 
interest, in lieu of the cancellation of interest under certain conditions 
provided for in the 1945 agreement. 


Tur ANGLO-AMERICAN FINANCIAL AGREEMENT 


The Anglo-American Financial Agreement was signed on December 
6, 1945, and was approved by the act of July 15, 1946 (Public Law 
No. 509, 79th Cong., 2d sess.). Under this agreement, a line of credit 
in the amount of $3,750 inillion was authorized, to be drawn on by 
the United Kingdom up to and including 1951. The agreement 
further provided that the amount drawn under the line of credit was 
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to be re paid in 50 annual installments, beginning on December 31, 
1951, with interest at the rate of 2 percent per annum. The first 
49 installments were to be equal, representing increasing amounts 
of principal repayments and declining interest payments. A table 
showing the amount of interest and amortization to be paid in each 
year is printed in the hearings on Senate Joint Resolution 72. 


WAIVER PROVISIONS 


Section 5 of the financial agreement provided that under certain 
conditions the Government of the United Kingdom might request a 
waiver of the amount of interest due in the installment for any year. 
In this event, the installment of principal due for that year would be 
paid, but the portion of the installment representing interest would 
be canceled and never paid. The conditions prescribed in section 5 
of the agreement related to the conditions of international exchange 
and the level of the gold and foreign exchange reserves of the U nited 
Kingdom. ‘The section included a provision for certification by the 
International Monetary Fund 


that the income of the United Kingdom from home-produced 
exports plus its net income from invisible current trans- 
actions in its balance of payments was on the average over 
the five preceding calendar years less than the average annual 
amount of United Kingdom imports during 1936-38, fixed 
at £866 million, as such figure may be adjusted for changes 
in the price level of these imports. 


Further provisions imposed a limit on the releases or payments from 
sterling balances then existing to the credit of overseas governments, 
authorities, and banks that might be deducted in calculating the 
United Kingdom’s net invisible income. 

Section 6 (ii) of the agreement specified that waiver could be ob- 
tained in any year only if “‘releases or payments” of sterling balances 
which had accumulated to the credit of overseas governments before 
the date of the agreement were reduced in the same proportion as the 
payment to the United States. Section 10 of the agreement ex- 
pressed the United Kingdom’s intention to make certain arrange- 
ments with her sterling creditors with regard to the balances then 
outstanding. Part of the balances were to be made fully available at 
once and another part were to be ‘“‘adjusted” or written off as a con- 
tribution by the creditors to the settlement of wartime indebtedness. 
A third portion of the balances were to be released by installments 
over a period of years beginning in 1951, the first year in which pay- 
ments were to begin on the loan under the 1945 agreement. 

Sterling balances thus scheduled for release by installments would 
be a clearly identifiable debt and releases or payments thereon would 
also be identifiable. Despite vigorous efforts by the United Kingdom, 
a settlement of this kind did not prove feasible, and the preagreement 
sterling balances have become intermingled with later accruals. 
Hence there is now no practical way to determine in any year the 

“releases or payments” of these balances accumulated prior to the 
agreement, and also no practical way to reduce the annual payments 
to these sterling creditors in the manner specified in the agreement. 

The committee noted that the present sterling balanees constitute 
essential working balances and reserves of many countries. Any 
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significant curtailment of the availability of these balances could cause 
serious financial problems for the countries holding them. 

The committee also noted that the dollar value of these sterling 
balances was sharply reduced by the devaluation of sterling in 1949, 
whereas the value of the repayments due the United States was 
not affected. 

In addition, the provision in section 5 of the agreement for adjusting 
the figure for the average annual amount of United Kingdom imports 
during 1936-38 for changes in the price level of these imports involves 
very great difficulties, in the light of changes in foreign trade patterns, 
and also in the light of the devaluation of the pound in 1949. 


LeNbD-LEASE AND SurpLuS Property SETTLEMENT 


At the same time that the Anglo-American Financial Agreement 
of 1945 was entered into, a further agreement settling lend-lease and 
surplus property matters was made. This agreement, covering a 
principal amount of $622 million, provided for repayment to the United 
States on the same terms as those specified in the Anglo-American 
Financial Agreement. A schedule of the amounts of repayments 
under this agreement is contained in the hearings. Under this agree- 
ment up to $50 million could be drawn by the United States in sterling 
for the educational exchange program and the United States foreign 
building program. This opportunity was originally extended up to 
December 31, 1951, and was later extended to December 31, 1958. 
Under the amendments now made to this agreement, the balance of this 
sum will be available during the life of the agreement. 


Acrions UNDER THE FINANCIAL AGREEMENT 


The line of credit under the Anglo-American Financial Agreement 
was fully drawn down by the Government of the United Kingdom. 
Repayment began on December 31, 1951. All payments on the loan 
and on the surplus property and lend-lease settlement, both principal 
and interest, were made through December 31, 1955, in the total 
amount of $715.4 million. On December 31, 1956, the amounts of 
principal due at that date were paid, and the amount of interest then 
due, $81.6 million was put in a separate account in the Federal 
Reserve Bank of New York pending determination with respect to the 
waiver provision. 

As the British have repeatedly pointed out, the spirit of the agree- 
ment—that the United Kingdom should have some relief when its 
international exchange situation so warrants—is perfectly plain. 
Representatives of the United Kingdom have discussed this matter 
with representatives of the United States on many occasions during the 
past 3 years. It has been recognized that the provisions of the 1945 
agreement relating to the waiver of interest payments have become 
outdated and are no longer workable. The circumstances which were 
contemplated when the 1945 agreement was drawn up have changed 
so extensively that these provisions are confusing, if not meaningless. 
In 1956 the Government of the United Kingdom claimed a waiver 
under the terms of the 1945 agreement. Further consultations were 
then held with a view to reaching agreement on a revision of the 
waiver provisions to provide a limited number of postponements. 
These consultations resulted in the proposed amendment executed on 
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March 6, 1957, by Secretary of the Treasury Humphrey for the 
Government of the United States of America and Ambassador Sir 
Harold Caccia for the Government of the United Kingdom and 
Northern Ireland, subject to approval by the Congress of the United 
States and appropriate action by the Parliament of the United 
Kingdom. 

AMENDMENT OF Marcu 6, 1957 


This amendment revises the waiver provisions of the agreement so 
as to permit the Government of the United Kingdom in any calendar 
year after 1956 to defer the payment of the annual installment for 
that year of principal and interest, if that Government finds it neces- 
sary in view of the present and prospective conditions of international 
exchange and the level of its gold and foreign exchange reserves. Not 
more than seven annual installments may be so deferred. The first 
such deferred installment is to be paid on December 31, 2001, and the 
others are to be paid annually thereafter in order. The installment 
of interest for 1956 is deferred to December 31 of the year following 
the last year in which any other deferred installments are due (or on 
December 31, 2001, if no installments are deferred). All deferred 
installments, both principal and interest, will bear interest at the rate 
of 2 percent per annum payable on December 31 of each year following 
the year of deferment. Pavment of deferred installments may be 
accelerated in whole or in part by the Government of the United 
Kingdom. 

The amendment also provides that an installment will not be de- 
ferred under the Anglo-American Financial Agreement in any year 
unless the installment due in that year under the 1946 financial agree- 
ment between Canada and the United Kingdom is also deferred. The 
committee is advised that a comparable amendment is being made to 
the Canadian-United Kingdom Financial Agreement. 

Under the original agreement the United Kingdom would have been 
entitled, if the circumstances prescribed for the waiver had arisen, to 
cancellation of the entire amount of the interest due in any year when 
the conditions were met. For the years 1957-2000, the total interest 
payments on the loan and surplus property lend-lease settlement 
amount to $2,064,700,000. Under the amendment, the Government 
of the United Kingdom gives up its possible rights to waiver up to 
this entire amount, as well as the interest installment of $81,600,000 
due December 31, 1956. In return, the United States agrees to the 
possible postponement to no later than December 31, 2007, of no 
more than 7 annual installments, both principal and interest, each 
amounting to $134,400,000, and agrees to postponement of the 
$81,600,000 of interest due December 31, 1956, to no later than 
December 31, 2008. Interest will in the meantime be paid annually 
at 2 percent on all deferred amounts. 


SENATE JOINT RESOLUTION 72 


Senate Joint Resolution 72 would amend the joint resolution which 
approved the Anglo-American Financial Agreement (Public Law 509, 
79th Cong., 2d sess.) by adding a clause expressing approval of the 
action of the Secretary of the Treasury in signing the amendment to 
the agreement. 
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CONCLUSION 


Your committee recommends approval of this amendment to the 
Anglo-American Financial Agreement of 1945, because it is in the 
committee’s judgment desirable to bring up to date and revise into a 
clear and comprehensible provision an obsolete provision which might 
well become the subject of disagreement and confusion, and also be- 
cause the proposed amendment, in the committee’s judgment, is 
mutually beneficial to both the United States and the United Kingdom. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


[Pustic Law 509—79rH ConeRress] 


(CHAPTER 577—2D SESSION] 
[S. J. Res. 138] 


Joint REsoLution To implement further the purposes of the Bretton Woods 
Agreements Act by authorizing the Secretary of the Treasury to carry out an 
agreement with the United Kingdom, and for other purposes 


Whereas in the Bretton Woods Agreements Act the Congress has 
declared it to be the policy of the United States “to seek to bring 
about further agreement and cooperation among nations and inter- 
national bodies, as soon as possible, on ways and means which will 
best reduce obstacles to and restrictions upon international trade, 
eliminate unfair trade practices, promote mutually advantageous 
commercial relations, and otherwise facilitate the expansion and bal- 
anced growth of international trade and promote the stability of 
international economic relations”; and 

Whereas in further implementation of the purposes of the Bretton 
Woods Agreements, the Governments of the United States and the 
United Kinpdom have negotiated an agreement dated December 6, 
1945, designed to expedite the achievement of stable and orderly 
exchange arrangements, the prompt elimination of exchange restric- 
tions and discriminations, and other objectives of the above-mentioned 
policy declared by the Congress; therefore be it 

Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Treasury, in consultation with the National Advisory Council on Inter- 
national Monetary and Financial Problems, is hereby authorized to 
carry out the agreement dated December 6, 1945, between the United 
States and the United Kingdom which was transmitted by the Presi- 
dent to the Congress on January 30, 1946[[.], and the action of the 
Secretary of the Treasury in signing the agreement dated March 6, 1957, 
amending said agreement is hereby approved. 

Sec. 2. For the purpose of carrying out the agreement dated 
December 6, 1945, between the United States and the United King- 
dom, the Secretary of the Treasury is authorized to use as a public- 
debt transaction not to exceed $3,750,000,000 of the proceeds of any 
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securities hereafter issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under 
that Act are extended to include such purpose. Payments to the 
United Kingdom under this joint resolution and pursuant to the 
agreement and repayments thereof shall be treated as public-debt 
transactions of the United States. Payments of interest to the United 
States under the agreement shall be covered into the Treasury as 
miscellaneous receipts. 


O 
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Mr. McCietxan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany a chart on organization of Federal executive departments and 
agencies] 


This report is submitted to the Senate pursuant to the provisions of 
the Legislative Reorganization Act of 1946, which directs the Com- 
mittee on Government Operations to evaluate the effects of laws en- 
acted to reorganize the executive branch of the Government. It in- 
cludes details relative to organizational changes in the executive 
branch of the Government during calendar year 1956, and is the 17th 
in a series first compiled as of January 1, 1947. Accompanying this 
report is a chart? outlining the organization of Federal executive 
departments and agencies, with personnel assignments to each major 
operating unit down to the division level, as of January 1, 1957. 

A complete tabulation of all agencies active on January 1, 1947, 
and those which have been created or abolished during the intervening 
period, with total employees assigned to such agencies as of January 
1 of each year, is contained in the appendix of this report. Explana- 
tory footnotes indicate when and under what authority new agencies 
were established, and similar data are included with respect to those 
which have been abolished or transferred. 

Significant personnel changes during the past year, and reorgani- 
zations effected in the departments and agencies as set forth in this 
report, are based upon information supplied, at the request of the 
chairman, by the department or agency heads, or by their appropriate 
accountable officers. Reorganization data and changes in personnel 

1For sale by Superintendent of Documents, Government Printing Office, Washington 
25, D. C., price 20 cents. Additional copies of this report are also available at 25 cents 


a copy. 
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figures, and the resultant savings and efficiencies reported, are based 
upon comments and estimates furnished by the agencies, and do not 
necessarily represent either the views or the findings of the committee, 
Organizational changes effected pursuant to recent enactments, or 
resulting from intern al surveys conducted under administrative con- 
trols, as well as appreciable changes in personnel assignments, are set 
forth on the chart and in the section of this report entitled “Organi- 
zation and Personnel Changes in Executive Departments since Janu- 
ary 1, 1956.” A similar section covers the independent agencies, 

Other sections of the report deal with (a) nomenclature and compo- 
nents; (6) total employees in the executive departments and inde- 
pendent agencies; (c) overseas employees; (d) overseas contract em- 
ployees; (e) the legislative and judicial branches; (f) Government 
corporations; and (g) new components established or abolished since 
January 1,1947. Comparative figures are included where appropriate. 

The chart which accompanies this report reflects a number of addi- 
tions, transfers, transpositions, and other changes throughout some of 
the department or agency structures, which tend to prevent any 
meaningful comparison relative to the assignment of personnel to con- 
tinuing activities within the department or agency. This is particu- 
larly true in connection with the Department of State, including the 
International Cooperation Administration, which completely reversed 
and transposed many of the reorganizational patterns submitted with 
previous chart information. The Departments of Commerce and In- 
terior, the Post Office Department and the General Services Adminis- 
tration also made numerous additions, transpositions, or other altera- 
tions in their organizational structures. In some instances these were 
due to agency reorganization programs (see pp. 35-39 and 47-48), 
while others occur regularly so that each succeeding report has shown 
a number of changes from the outline contained in the preceding re- 
port without any apparent significance, thus preventing uniformity of 
reporting from one year to the next. These types of changes, although 
necessary in effecting desirable reorganizations, materially affect the 
nomenclature count tabulation which follows. 


NOMENCLATURE AND COMPONENTS 


In accordance with a policy initiated by this committee in the 80th 
Congress (S. Rept. No. 245), the new agencies have followed, 
general, uniform reorganization patterns, and other agencies have ef- 
fected changes designed to improve nomenclature. The committee 
is continuing its efforts to encourage the improvement of nomenclature 
standards and uniformity, which were also endorsed by the first 
Hoover Commission, and has repeatedly urged all agencies to conform 
to this program when reorganizations are to be mi ade. 

In the tabulation which follows, all field offices and overseas activi- 
ties, regardless of the number involved, were counted as single units. 
In the miscellaneous and functional category are included all operat- 
ing, descriptive, or functional components, as well as field and overseas 
activities which do not conform to the standard nomenclature designa- 
tions. 

The total of 2,123 operating components to which personnel assign- 
ments were made as of January 1, 1957, reflects an increase of 24 from 
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a total of 2,099 reported as of January 1, 1956—an increase of 26 in 
the 13 executive departments, and a decrease of 2 in the 45 independent 
agencies. 

“In the first chart released by the committee, as of January 1, 1947, 
operating components totaling 2,369 units were reported, or 246 more 
than on January 1, 1957. Ma any of these, however, included compo- 

nents which were omitted from the current chart, since they did not 
conform to the committee’s general policy of reporting only major 
operating units down to the equivalent of the division level. 


Nomenclature summary 





Executive | Executive | Independ- 
Office depart- ent Total 
of the ments agencies 
President 
CIE. oon oknidcdcnecncdcsnquuctecdabbssenctcgead iaaddemodsen BB cies 13 
Commissions. ....... SCs tabeddes syeendecncddespedereteadbaadl 4 14 18 
SR oanicthiccncpeesesenkanconentuhencncgsnnd ikemntieaaae 14 11 25 
NNN... co ccadinhidasscdakadssthtnisdctibnbaked Bee alae 8 16 24 
SI << sinengnudpniianmuntaite enndsianaadhe deliseeiinii 8 451 231 690 
EPO EL nbn ccccncuucsscdacagstcentbidachsvbsdiactaicntaabanans 55 36 91 
DIIINN ..... cinsdmitennannedesodndinwdroiedathadhadenminnl 1 56 36 93 
cud westsuedesbamhioneohatadtsituhanhaneeawtawel 5 425 195 625 
OE cise ci ccc uptbindssténctddebumvtlibedddnccbhsebcabbbbeindnte 25 21 46 
Miscellaneous and functional_.............-............ 5 380 113 498 
WOR. cccdanscewnnsdnctbdtaerteenadimmnadian 19 1, 431 673 2, 123 








1 Type of corporations only, shown as a functioning unit, and not the actual number. For example, the 
12 intermediate credit banks have been counted as 1 bank. Mixed ownership corporations (3 groups) are 
not included. (See table, p. 61.) 


TOTAL EMPLOYEES 


At the end of calendar year 1956, the Federal Government had 
in an employment status a total of 2,403,311 persons, exclusive of 
the uniformed personnel of the Armed Forces, as compared to 2,355,- 
192 at the beginning of the year—a net increase of 48,119. Of this 
total, 2,376,513 ser ved in the executive branch; 22,190 in the legislative 
branch; and 4,608 in the judicial branch. 

The total of 2,376,513 employees reported by the executive branch 
represented a net increase of 47,494 during the last calendar year: 
32 in the Executive Office of the President, 46,446 in the departments, 
and 1,016 in the independent agencies. 

The executive branch total is 113,888 more than were reported on 
January 1, 1947. It also exceeded the previous postwar low (prior 
to the ixor ean invasion), on January 1, 1950, by 415,484. The total 
employment figures include 133,829 WAE (when actually employed) 
and part-time employees in a pay status as of January 1, 1957, as 
compared to 121,868 WAE reported on January 1, 1956, and 125,045 
on January 1, 1955. 

E mployees serving without compensation (WOC’s) (shown paren- 
thetically on the chart opposite the totals for each department or 
agency) aggregating 105,661 on January 1, 1957, or 5,209 more than 
a year ago, are not included in the totals. These included 41,414 
uncompensated employees of the Selective Service System serving as 
local board members, advisers to registrants, and so forth; 47, "847 
in the Veterans’ Administration; and 16,400 in other agencies. For 
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security reasons, no employees of the Central Intelligence Agency are 
reported. 


Executive departments 


The executive departments reported a total of 2,075,807 paid em- 
ployees as of January 1, 1957, an increase of 46,446 during the last 
calendar year, and 59,544 more than on January 1, 1955. T he Execu- 
tive Office of the President reported a total of 1 217 employees, or an 
increase of 32 during the year. 

In the Department of Defense, the Department of the Air Force 
a. an increase of 25,002 during 1956, representing an increase 
of 46,185 during the past 2 years. “The Office of the Secretary of 
Defense, and the Departments of the Army and the Navy reported 
decreases of 193, 6,783, and 8,803, respectively, for a total overall in- 
crease of 9,223 for the Department of Defense since January 1, 1956. 

All other departments reported increases during the last calendar 
year, as follows: 14,384 by the Post Office Department; 5 5,090 by the 
Department of Health, E ducation, and Welfare, which included 3 806 
new employees in connection with medical research programs at the 
National Institutes of Health and 2,986 for the expanded program of 
the Social Security Administration ; 4,199 by the Department of Com- 
merce, of which 631 were employees of the Alaska Road Commission 

ransferred from the Department of the Interior; 4,507 by the De- 

yartment of State; 6,063 by the Department of Agriculture; 2,115 
P the Department of the Interior; 671 by the Department of Labor; 
106 by the Department of the Treasury; and 88 = the Department 
of Justice. 

During the 10-year period from 1947 to 1957, there has been an 
overall increase of 285,543 employees within the executive depart- 
ments, of whom 169,437 were in the Military Establishment; 64,428 
in the Post Office Department; 10,891 in State, including 7,465 em- 
ployees of ICA transferred to the Department in 1955; 6,240 in 
Justice; 9,465 in Commerce; and 2,096 in Agriculture. The Depart- 
ment of Health, Education, and Welfare, created in 1953, now has 
49,946 employees (an increase of 18,430 over the 1947 total of 31,516 
reported by its predecessor, the Federal Security Agency). De- 
ereases of 24,023 in Treasury; 1,115 in Interior; and 1,822 in Labor 
were reported at the end of the 10-year period. 

Inde pe ndent agencies 

The independent agencies reported a total of 299,489, or a net in- 
crease of 1,016 employees during the past calendar year. Increases 
totaling 4,582 were reported by 29 agencies. The largest, 1,209, and 
996, respectively, were reported by the General Services Administra- 
tion and the United States Information Agency. Other increases 
included the United St: ls ivil Service Commission, 500; the Atomic 
Energy Commission, 439; the Federal Civil Defense Administr: ation, 
188; the Interstate Commerce C ommission, 189; the Small Business 
Administration, 190; and a total of 871 for 22 other agencies. De- 
creases were reported during calendar vear 1956 of 1,487 by the Ten- 
nessee Valley Author itv; 874 by the Panama Canal Company; 364 
by the Housing and Home F inance Agency; 176 by the Veterans’ 
Administration, with 12 other agencies reporting 1g decreases of 197, 
or a total of 3,098 for these 16 agencies. The Farm Credit Admin- 
istration reported a decrease of 456 employees during the calendar 
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year. This was due to the fact that employees of the wholly owned 
Government corporations supervised by the Farm Credit Admin- 
istration, which totaled 459 as of January 1, 1956, were not re- 

orted as Federal employees. The Farm Credit Act of 1956 (Public 

yaw 809, 84th Cong., approved July 26, 1956) merged the produc- 
tion credit corporation in each of the 19 Farm Credit districts into 
the Federal intermediate credit bank of the district, and required 
the purchase of some of the stock of each bank by the production 
credit associations in the district. One agency, the Rubber Producing 
Facilities Disposal Commission, which was abolished, involved 12 
employees. These adjustments, ‘with increases or decreases reported 
as above outlined, resulted in a net increase of 1,016 for the independ- 
ent agencies. 

The current total of 299,489 reflects an overall decrease of 171,845 
during the period from January 1, 1947, to January 1, 1957, of which 
19,702 have occurred since January 1, 1954, and 10,834 since January | i, 
1955. The overall 10-year reduction, with corresponding i increases in 
the executive departments, included more than 36,000 employees 
who were involved in the elevation of the Federal Security Agency 
to the Department of Health, Education, and Welfare in 1953, the 
transfer of 1,206 RFC employees to Treasury in 1954, and the 
abolishment of the Foreign Operations Administration and the re- 
sulting transfer of its functions and personnel to the International 
Cooperation Administration within the Department of State, involv- 
ing 6,127 employees reported by FOA on January 1, 1955. 

The largest long-range decrease was in the V eterans’ Administra- 
tion, which reported 49,518 fewer employees in 1957 than in 1947. 
Since January 1, 1947, the Tennessee Valley Authority increased its 
employees from 13,431 to 14,887 on January 1, 1957, or a net total of 
1,456. Decreases of 6,338 in 1955 and 1,487 in 1956, from a high of 
22,796 on January 1, 1954, were reported as being largely due to a 
decline in construction activities. New agencies created since 1947— 
the General Services Administration (27,100), United States Infor- 
mation Agency (11,496), Housing and Home Finance Agency (9, 935), 
and the Atomic Energy Commission (6,673)—whose employees now 
make up a substantial part of the independent agency personnel total, 
and the transfer or liquidation of such agencies as the RFC, FS A, 
and FOA, involving approximately 53,000 employees, does not ‘permit 
any meaningful comparison as to normal increases or decreases in 
the independent agencies during the 10-year period. The trend to- 
ward centralization of agency activities with the executive depart- 
ments is in accord with the recommendations of the first Hoover Com- 
mission. 

OVERSEAS EMPLOYEES 


All departments and agencies were requested to report the number 
of employees engaged in carrying on Federal activities in foreign 
countries, indicating the number of such employees who are American 
citizens and those who are nationals of other countries. 

A recapitulation of the reports submitted to the committee shows 
that, as of January 1, 1957, there were 206,186 employees of the execu- 
tive branch of the Government engaged in overseas activities, of which 
88,814 were American citizens and 117,372 nationals of other countries. 
This represents an increase of 2,167 over the totals for January 1, 
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1956—increases of 1,361 American citizens and 806 nationals of other 
countries. Included in the total were 180,998 employed by the execu- 
tive departments—141,112 civilian employees in the Department of 
Defense; 25,303 in the F ‘oreign Service of the Department of State 
(including ICA) ; 3,618 in the Department of the Interior; 3,681 in 
the Department of Commerce; 2,478 in the Post Office Department; 
1,832 in the Department of Health, Education, and Welfare; 1,328 in 
the Department of Agriculture; 987 in the Department of the Treas- 
ury; 534 in the Department of Justice; and 125 in the Department of 
Labor. 

The independent agencies reported 25,188 overseas employees, a 
reduction of 182 in 1956. Agencies which employed a substantial 
number of persons in overseas areas in 1956 include the Panama Canal 
Company, 13,892; the United States Information Agency, 8,866; the 
Veterans’ Administration, 1,240; and the American Battle Monuments 
Commission, 605. 


Overseas contract employees 

Data furnished to the committee, in response to its request, reflect 
a net decrease of 32,254 in overseas contract employees during the 
calendar year. The figures apply only to foreign nationals and do 
not include American citizens under contract for personal services 
either at home or abroad. ‘Totals by department follow: 


Foreign nationals provided by contractual agreements 





I IRs NP RN a a cscs to cores se cgscen tartan gneaed des wie resco cendcenay 172, 818 
Siren 7 rem me OGURA RO a a eal See ae te 17, 861 
Ia NONI URI ah cs ealnsaneneseniacial 159 
IN ST a geltre teatea alain canal 82, 486 
rt REI TN OT ow inition iets con eng anaes 67, 495 
Be RG TeCr VEO COOKIN iain oi ik ea ha ert iccnceiindwes 4,817 

IN RO aa cet ahead leah 21, 607 
Nee T ee Lae kca ena sae 583 
ee a a hPa elena cv een cs inte bacon wbictiadin tenia tne blake 19, 344 
a a la ce 566 
a a a a a a hi ca acid te is Da tgcasnnnitcericaaiaie 85 
I ca a oa dla aen oebaven evra ivamaelantn aca ecccll 994 
ID asa Sc Rae te Sa ot il 35 

RTT OIG AU OO ait cil cee tae hin eeueen 79, 056 
I A aa i te ks eae andaaks 8, 140 
Ire ONO a i ee ces de cuseeenaea 4, 916 
SN gO ee hk: ct eal scpebai aatemet sate 15, 53% 
I 7,912 
a a calae 42, 489 
Nether: ands. ne Se NES So ee Seperate a taste a I an 45 
a a 21 

a 0 a a os 273, 481 


According to these reports, the Department of the Army reduced 
the number of contractual employees during the last year by 23,959, 
and the Navy and Air Force reduced the number of such employees 
by 384 and 6,073, respectively. 

In the previous report, a total of 1,836 contract employees were re- 
ported by the International Cooperation Administration, Department 
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of State. In the present report, a total of 2,507 foreign nationals paid 
from trust funds established by foreign governments were reported 
under the Administration’s civilian personnel totals covering overseas 
employees and have not therefore been included in the above tabula- 
tion, since it is reported that these employees are in a different category 
from the overseas contract employees of the military departments. 
The inclusion of these employees would have increased the total by 
2,507 or 4,674 more than were reported on January 1, 1956. 


THE LEGISLATIVE AND JUDICIAL BRANCHES 


As of January 1, 1957, there were 22,190 employees in the legislative 
branch and 4,608 in the judicial branch, net increases of 363 and 262, 
respectively. 

Total employees in the legislative branch were reported as follows: 
Government Printing Office, 6,696 (including 438 field employees), an 
increase of 38 during 1956 (a provision of law requires the Public 
Printer to keep on the rolls only the number of employees the 
workload demands); General Accounting Office, 5,425 (72 over- 
seas), a decrease of 201 since January 1, 1956; the Congress, 6,391 
(2.400 in the Senate, an increase of 200; and 3,991 in the House of 
Representatives, an increase of 278) ; Library of Congress, 2,520; and 
the Architect of the Capitol, 1,158 (including employees in the Botanic 
Garden, the House restaurants, and in the grounds of the Supreme 
Court and the Library of Congress). 

The 4,608 employees in the judicial branch were distributed as fol- 
lows: United States district courts, 3,727; courts of appeals, 364; 
Supreme Court and marshal’s office, 193; Administrative Office of the 
United States Courts, 117; Court of Claims, 72; Customs Court, 76; 
Court of Customs and Patent Appeals, 26; Clerk of the Supreme 
Court, 18; and Territorial courts (Hawaii), 15. 

General Accounting Office 

On December 18, 1956, the Comptroller General established under 
his immediate jurisdiction an Office of Legislative Liaison. This Office 
is composed of a small group of highly qualified men responsible di- 
rectly to the Comptroller General. This group will devote its full 
time to insure that the General Accounting Office gives the best pos- 
sible service to the Congress and its committees by more directly re- 
flecting congressional needs in its legal, investigative, accounting, and 
auditing programs. Each member of this small group is responsible 
for the liaison work with a selected number of the congressional com- 
mittees. 

After careful study, the Comptroller General concluded that the in- 
vestigative function of the General Accounting Office could be more 
effectively carried out if integrated with the accounting and auditing 
work, both in Washington and in the field. Effective July 1, 1956, 
the functions and duties of the Office of Investigations were trans- 
ferred to the Civil Accounting and Auditing Division and the Defense 
Accounting and Auditing Division, to be carried out in the respective 
divisions under the general supervision of the directors of the divi- 
sions. In each division an assistant director is responsible to the 
director for supervision of investigative matters. 
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ORGANIZATION AND PERSONNEL CHANGES IN Executive DEPARTMENTS 
anp AGENCIES Since JANUARY 1, 1956 


The following is a summation of internal reorganizations and ad- 
ministrative changes effected during calendar year 1956 by the various 
departments of the executive branch of the Government, as reported 
to the committee: 

DEPARTMENT OF AGRICULTURE 


There were no major organizational changes in the Department 
during the 1956 calendar year; however, a few organizational adjust- 
ments were made at the divisional or branch level in some of the 
agencies, the most important of which are listed below. 

At the departmental level, the Division of Procurement and Prop- 
erty Management was transferred from the Office of Budget and 
Finance to the Office of Plant and Operations. As a result of this 
move, all administrative service functions, including all contractual, 
acquisition, and disposition operations rel: ating to property manage- 
ment, are now located in a single staff office. 

During the 1957 calendar year, a new Office of Administrative Man- 
agement “will be established in the Department. (Secretary’s Memo- 

-andum 1409, January 7, 1957.) This new staff office will provide 
general direction, leadership, and coordination in the fields of organ- 
ization, work methods, and management in the Department. 

During 1956, the Department reported that it was faced with 
increased responsibilities in many program areas; consequently, an 
increase in personnel was necessary to meet these new obligations. 
On December 31, 1956, the total paid employment in the Department 
was 82,421 as compared with 76,358 reported a year ago. Included 
in this increase of 6,063 are 1,273 who were employed on a part-time 
and intermittent basis during the month of December. This increase 
in the number of part-time and intermittent employees occurred 
principally in the Farmers’ Home Administration where a total of 
6,411 State and county committeemen performed service in the month 
of December. These committeemen serve on a WAE basis and are 
compensated for an average of less than 10 days a year per committee- 
man. The increase in full-time employment in the Department of 
4,632 employees, approximately 500 of whom hold temporary appoint- 
ments, is attributable to greater activities in the following programs: 


Agricultural Marketing Service 

Expansion in marketing, economic, and statistical research; in mar- 
keting service programs, including inspection, grading, classing, reg- 
ulatory, and other services to facilitate orderly marketing; in food 
distribution, school milk, and related programs with emphasis on 
the disposal of surpluses. 
Commodity Stabilization Service 

Increased activity in the surplus disposal programs, particularly 
the storage and disposal of grains; in transportation operations deal- 
ing with ocean shipments of surplus commodities under Public Law 
480; in the performance phases of the acreage allotments and market- 
ing quota programs. 

A Soil Bank Division was established to carry out the Department’s 
new program responsibilities under title I (Soil Bank Act), Public 
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Law 540, Agricultural Act of 1956. The Grain Division was reor- 
ganized to adjust to new program changes and to permit more efficient 
operations. 


Farmers’ Home Administration 
The former Loan Division, which consisted of three branches 

namely: Emergency Loan Branch, Real Estate Loan Branch, aaa 
Operating Loan Branch, was reorganized into three Loan Divisions. 
This action was taken because these types of loans to Farmers’ Home 
Administration borrowers differ in nature, scope, and authorities; 
therefore, it was determined that it would be more efficient organiza- 
tionally for these three major loan making functions to be operated 
as independent work units and thus afford a greater degree of author- 
ity and independent action. 


Forest Service 

A Division of Cooperative Tree Planting was established in the 
Branch of State and Private Forestry to facilitate the expansion of 
tree- planting programs under the Soil Bank Act. A new Division of 
Forest Pest Control was established to centralize all pest-control func- 
tions of the Service in a single organization. This adjustment is ex- 
pected to bring about better coordination and leadership to this im- 
portant activity. The Division of Land Utilization Projects was 
abolished and its functions consolidated with those of the Division 
of Lands. 

“xpansion of activity in the national forest protection and man- 
agement programs, including increased emphasis on the management 
of timber, range, wildlife, soil and water resources, and forest- fire pro- 
tection, insects, disease, and utilization of forest products; increased 
activity in cooperative work and in the soil-bank program. 

Soil Conservation Service 

Increase in the planning and construction activities in the water- 
shed protection program; in planning and layout assistance to soil 
conservation districts in the conser vation- -operé ition program ; in initi- 
ating the rural-development program; in soil-survey activities in the 
Dust Bow] area and in the soil-bank program. 

A River Basin Branch was established in the Planning Division to 
pull together and give direction to the Service's activities and par- 
ticipation in investigations and surveys of watershed or rivers and 
other waterways authorized by section 6 of Public Law 566, 83 
Congress. 


DEPARTMENT OF COMMERCE 


The Secretary of Commerce reported an increase of 4,199 employees 
and a number ‘of organizational changes since January 1, 1956, as 
follows: 


Office of the Secretary 

The Office of Personnel Management was reorganized in May 1956, 
in order to clarify lines of authority and responsibility and to make 
possible improved direction and management of the Department’s 
personnel program through separating “and consolidating personnel 
operations from personnel staff work. As a result of this reorgan- 
ization, all personnel operations for the Office of the Secretary, Busi- 








10 ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 


ness and Defense Services Administration, Bureau of Foreign Com- 
merce, Oflice of Business Economics, and Office of Area Development 
are now conducted by a single division, which is comparable to a bu- 
reau personnel office. This places unified rete! and responsibility 
for these personnel operations at the division level and makes it pos- 
sible for the Director of Personnel and his immediate staff to give 
increased attention to management direction and control of the De- 
partment’s overall personnel management program. 

During the course of the year administrative functions relating to 
the Foreign Trade Zones Board were transferred to the Bureau of 
Foreign Commerce. 

Office of Area Development 

On August 10, 1956, the Secretary of Commerce removed the Office 
of Area Development from the Business and Defense Services Admin- 
istration and established it as a primary organization unit, serviced 
administratively by the Office of the Secretary. 

The primary function of the Office is to satisfy the growing requests 
from State and local groups for technical assistance and on-the-spot 
consultation on their problems and opportunities for industrial and 
business development. 

The authorized strength for both fiscal years 1957 and 1958 is 50 
employees, of whom there are currently 41 full-time and 2 part-time on 
duty. This is an increase of 19 full-time and 2 part-time employees 
since July 1, 1956, and is required in order to carry out the new and 
expanded economic development functions with which the Office is 
charged. 

Business and Defense Services Administration. 

During calendar year 1956, the Office of Area Development was re- 
moved from the Business and Defense Services Administration and 
given status as a separate office under the Assistant Secretary for Do- 
mestic Affairs. This organizational change is the primary reason 


for the decrease in personnel strength from 847 to 824 during this 
period. 


Bureau of the Census 


During calendar year 1956, there was a reduction of personnel from 
3,442 to 3,198 largely because of the completion of the census of agri- 
culture, and reduction in staff requirements for the censuses of business, 
manufacturers, and mineral industries as these censuses moved into the 
final tabulation and publication phases. These decreases, totaling ap- 
proximately 840 employees, have been partially offset by an increase of 
62 in the Governments Division required for the 1957 census of govern- 
ments and an increase of 536 (largely part-time employees) in the 
Housing, Population, and Field Divisions for work on the national 
housing inventory. 

Because of increasing emphasis on housing statistics, a separate 
Housing Division was created by transfer of staff previously in the 
Population and Housing Division. The functions of the Census Oper- 
ations Division were broadened to include clerical processing re- 
sponsibilities for the current business, industry, and foreign trade pro- 
grams. The name of the Division was changed to Economic Opera- 
tions Division. It now includes clerical processing formerly per- 
formed in the Business, Industry, and Foreign Trade Divisions. 
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The consolidation of these functions is expected to result in greater 
efficiencies by increasing the interchangeability of clerical personnel 
as workload fluctuates among the economic statistics programs. The 
Field Division is presently under a reorganization involving a reduc- 
tion in the number of permanent offices from 38 to 17. 

The 937 employees serving WOC within the continental United 
States are mainly employees of other agencies who assist the Bureau 
in various joint projects and must be sworn in as Census employees 
in order to comply with the statutes relating to the nondisclosure of 
individual census returns. 

Civil Aeronautics Administration 

Several changes were reported in the organization of the Civil 
Aeronautics Administration. The top management staff was re- 
organized by eliminating the positions of Assistant Administrator for 
Operations, Assistant Administrator for Planning, Research, and De- 
velopment, and executive assistant. Responsibility for coordination 
of CAA research and development was reassigned to the Deputy Ad- 
ministrator. Responsibility for long-range “planning was assigned 
toa new Program Planning Office. The Aviation Information Office 
was abolished; its functions with respect to public relations were 
transferred to the Office of the Administrator, and flight information 
and library functions were transferred to the General Services Office. 
The Office of Federal Airways was abolished and in lieu thereof were 
established an Office of Air Traffic Control, which is responsible for 
the safe and orderly separation of aircraft in flight, and an Office of 
Air Navigation Facilities, which is responsible for the design, con- 
struction, maintenance, inspection of navigation, traffic control, and 
communications equipment. The Office of Aviation Safety was re- 
designated the Office of Flight Operations and Airworthiness. 

The Office of International Cooperation will be activated early in 
1957, to replace the international region. The new Office will be re- 
sponsible for the conduct of CAA’s relations with foreign govern- 
ments and international aviation organizations, and for carrying out 
flight operations and airworthiness activities as they relate to in- 
ternational and overseas operations. 

The increase of 2,428 employees between December 31, 1955, and 
December 31, 1956, provides for (a@) manpower for the expanding 
workload at existing facilities, including the control of air traffic, 
communications services, and maintaining facilities; (6) commission- 
ing and operating new facilities previously authorized; (c) operating 
facilities established by the military which are serving both civil and 
military aviation; and (@) accelerating the procurement and installa- 
tion of equipments and facilities to meet the growing demands for 
such services. Additional i increases in these areas are anticipated j in 
calendar year 1957 to keep pace with services required by users of 
the airspace as continuing recordbreaking volume of aeronautical 
activity results in proportionately heavier demands for services that 
are statutory responsibilities of CAA. 


Coast and Geodetic Survey 


The Technical Services Division was established by consolidating 
the collection, evaluation, and furnishing of cartographic data and 
related information within the Bureau and to the public with the 
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technical archives and library and other related functions scattered 
in several divisions, thereby saving some space and manpower and 
providing better service. 

The electronic equipment development and repair function has been 
removed from the Coastal Surveys Division and relocated in the 
Instrument Division, which has bureauwide responsibility for the de- 
sign, development, and repair of instruments and equipment. 

"The oroperty accounting and supply functions have been removed 
from the Instrument Division ma consolidated with other related 
administrative services in the Administrative Services Division. The 
change, which allows the Instrument Division to concentrate more 
fully on the instrumentation function, was accompanied by the in- 
stallation of a new and simplified property accounting system that 
meets present-day requirements and principles of Federal property 
accounting. 


Maritime Administration 

No major organizational changes were made during the calendar 
year 1956 although there were new subordinate units established as 
follows: 

There was established under the Office of Ship Construction and 
Repair a Division of Nuclear Projects. This Division’s basic function 
and objective is the successful integration of a nuclear reactor and 
main propulsion machinery within a specially designed and outfitted 
hull that will take maximum advantage o known or anticipated 
nuclear technology for application to merchant ships. The establish- 
ment of this Division was accomplished in conjunction with a dele- 
gation of authority to the Maritime Administrator, by the Secretary 
of Commerce, to work directly with the Atomic Ener gy Commission 
on nuclear projects to the extent determined (by the Maritime Ad- 
ministrator) to be necessary to fulfill presently contemplated and/or 
duly authorized future nuclear projects in relation to the American 
merchant marine. 

An agreement was consumated between the Department of State 
and the “Department of Commerce (Maritime Administration) which 
provided for the Administration to assign abroad foreign maritime 
representatives, and for cooperation between the Department of State 
and the Department of Commerce (Maritime Administration) in car- 
rying out abroad certain functions of the Maritime Administration. 
Under the Merchant Marine Act of 1936, the Maritime Administra- 
tion is required to take account of the construction and operating costs 
of foreign-flag shipping in the determination of United States ship- 
ping and shipbuilding subsidies. The basic factors influencing the 
determination and agreement to place the required foreign representa- 
tion under the jurisdiction of the Maritime Administration were: 
(a) The activity is for the benefit of one agency of the Government, 
(6) the activity is strictly for purpose of assisting in the administra- 
tion of domestic laws and programs, and (c) the activity is one which 
is not well suited to the role of the Foreign Service abroad and to its 
operating methods. Under the provisions of the agreement the Mari- 
time Administration now has stationed abroad foreign representatives 
with headquarters at London, England; Paris, France; Rome, Italy; 
and Buenos Aires, Argentina. 
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The Office of the General Counsel underwent a reorganization re- 
sulting in the establishment of one additional division. The former 
Division of Contracts was abolished and its functions assigned to 
two new Divisions; namely, a Division of Operating Contracts and 
a Division of Construction Contracts. This action was directed pri- 
marily toward better facilitating the construction contract activity 
which has been greatly accelerated by the construction loan and mort- 
gage insurance provisions under title XI of the Merchant Marine Act 
- 1936 as well as by increased activity under titles VII and V of 
the act. 

The position maritime manpower officer was abolished and the func- 
tions of this position involving manpower and maritime training in 
general were transferred from the Office of the Maritime Administra- 
tor to the Program Planning Office. The responsibilities of the former 
manpower oflicer involving administration of the personnel phases of 
the cadet training program were reassigned to the Administration’s 
personnel officer and the functions involved are being conducted by a 
newly established unit of the Personnel Office entitled the Maritime 
Cadet Training Branch. The new organizational alinement of these 
functions affords more effective accomplishment of the work involved. 


Bureau of Foreign Commerce 


On April 17, 1956, the Secretary of Commerce reorganized the Bu- 
reau of Foreign Commerce to do a more effective and expeditious job 
for the United States business community. This reorganization 
streamlined the Bureau’s organizational structure and strengthened 
its — to business in the fields of foreign trade, investment, and 
travel. 

The decrease in the Office of the Director is due to the Bureau’s inter- 
nal reorganization. The Office of Trade Promotion (formerly the 
Office of Intelligence and Services) remained at approximately the 
same complement; however, the reorganization reduced personnel in 
this Office through the transfer of organizational units to the Office 
of Economic Affairs, resulting in the increase of the latter Office. The 
Office of Trade Promotion subsequently was increased to its present 
strength in keeping with its expanded program. The decrease in the 
Office of Export Supply is due to a decline in the workload and a reduc- 
tion in the appropriation of this activity. 

The technical assistance overseas program was partially liquidated 
early in calendar year 1956 by the transfer of technicians from Com- 
merce to ICA, and was completely liquidated as of June 30, 1956. 


Patent Office 

There was a net increase of 312 employees to carry out the Patent 
Office programs authorized by Congress. The increase in the number 
of employees was mostly due to the addition of 246 scientists and engi- 
neers for the patent examining and classification groups in order to 
implement the authorized 8-year plan for reducing the backlog of 
pending patent applications. 

There were no significant organizational changes in the Patent Office 
during the 1956 calendar year. However, it was reported that a con- 
tinuing program of improvement in organization and functions re- 
sulted in the following changes: 

A plan was put into operation during the year which was designed 
to increase the effectiveness of the patent classification function. Under 
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this plan, subject-of-invention categories scheduled for reclassification 
or revision, along with the patent examiners to whom applications in 
these categories were assigned, were transferred to divisions in the 
classification group. Both the reclassification of patents and the 
examination of applications are now conducted concurrently in such 
divisions. The expected results of this procedure include: (a) Better 
classification because the classification function will be accomplished 
by examiners having current knowledge of the subject matter being 
patented; (b) through participation, each examiner working in any 
certain class of patents will have a better working knowledge of the 
schedule of the new classification of those patents when he returns 
to the division from which he came. It is also expected that once this 
program becomes firmly established it may be possible to reclassify 
large groups of patents in a much shorter time than has been possible 
in the past because there will be more persons participating in each 
project. 

Bureau of Public Roads 

In preparation for discharging the greater responsibilities devolv- 
ing from the administration of the Federal-Aid Highway Act of 
1956, during calendar year 1956 advance planning of organization 
changes and improvements in operations were emphasized. The Fed- 
eral-Aid Highway Act of 1956 provided for a greatly expanded high- 
way program with authorizations of $24.8 billion for the building and 
completion of the National System of Interstate Defense Highways. 
These authorizations, to be spread over a period of 13 years, are in 
addition to authorizations providing for the construction of the regu- 
lar Federal-aid programs. Organizational adjustments and realine- 
ment of functions permitting conservation and maximum utilization 
of scarce engineering manpower and other facilities were initiated 
or completed. Further refinements, aimed at insuring an adequate 
organization geared to cope with the increased workload and other 
extraordinary problems, are under continuing study. 

As provided by Public Law 966, 84th Congress, approved August 
3, 1956, a Federal Highway Administrator was nominated to direct 
the national highway program. Pending availability and Senate con- 
firmation of the nominee, an interim Administrator was appointed to 
serve in that capacity. 

Section 107 of the Federal-Aid Highway Act of 1956 also has a 
major impact on the organization structure and total employment 
in the Bureau of Public Roads. This section entitles the Territory 
of Alaska to participate in the Federal-aid program, and provides 
for the transfer of the functions, staff, and faciltiies of the former 
Alaska Road Commission in the Department of Interior to the Depart- 
ment of Commerce. Lack of a State highway type organization in 
Alaska presents complications not encountered in stateside operations. 
However, action was initiated to integrate the activities of the Alaske 
Road Commission with the operations of the Bureau of Public Roads. 
The mass transfer of personnel was effected in September 1956, result- 
ing in the only significant increase in the Bureau of Public Roads total 
employment. ; : ia 

Moderate personnel increases in field organizations within the 
United States also occurred during the year in connection with expand- 
ing direct Federal construction activities. Except for such changes, 
employment remained fairly constant, with minor variations in totals 
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for individual organization units resulting from normal attrition and 
shifting of personnel among the various components. 

Organizational adjustments in field establishments were effected 
within the framework of a uniform basic organization plan developed 
after comprehensive study of district (State) and division (regional) 
installations. Organization and staff changes in the Washington office 
will be accomplished during January 1957. 


National Bureau of Standards 


Total Bureau employment rose from 2,699 to 2,919 during this 
period. The rise was largely due to increased staff to carry out the 
programs of the Bureau’s relatively new major field station, Boulder 
Laboratories, established in 1954, 

The only changes in the organization of NBS were below the divi- 
sion level. At Boulder Laboratories the section structure was 
improved by (a) combining the scattered projects on basic physics 
into a new Microwave Physics Section and discontinuing two former 
sections; (6) eliminating the former branch structure of the Radio 
Standards Division; (¢) reorganizing the Radio Propagation Engi- 
neering Division into more discreet program sections; and (d@) con- 
solidating radio calibration functions in a new Calibration Center 
which will make coordination easier and enable lower-grade personnel 
to handle repetitive operations. 

At NBS Washington in the Electricity and Electronics Division, 
the Process Technology Section (noted for Project Tinkertoy) was 
abolished in line with the policy of concentrating more on basic 
research and encouraging industry and other Federal agencies to 
take over development projects when feasible. 

To provide for new or expanded program activities, there was estab- 
lished during the year (a) an Applications Engineering Section in 
the Data Processing System Division to develop experimental sys- 
tems and advise Government agencies on the use of automatic com- 
puters for accounting, inventory control, economic analysis, reference 
document location, and the like; (6) a Dielectrics Section in the Elec- 
tricity and Electronics Division to do fundamental research and estab- 
lish standards in the dielectric (nonconductivity) properties of mat- 
ter; (c) a Metal Physics Section in the Metallurgy Division to develop 
basic information on single metal alloy systems; (d) a Free Radicals 
Research Section in the Heat and Power Division to undertake for 
the Department of Defense a program of basic research on highly 
reactive chemical species. For staffing the free radicals research pro- 
gram, the Bureau will depend heavily upon scientists obtained from 
industry, universities, and other Government sources under loan 
arrangements. This will facilitate industrial development by intro- 
ducing industry people to the new techniques and information during 
the research processes. 

The Bureau continued to make extensive use of technical advisory 
committees made up of experts nominated by professional societies. 
Under a congressional authorization it took first steps toward planning 
a new laboratory facility to be constructed in Montgomery County, 
Md. In planning for the move, intensive reviews are being made of 
program, manpower, and organization needs so that managerial as 
well as physical arrangements can be brought to a new level of effec- 
tiveness. 
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Weather Bureau 

Several organizational changes were made in the Weather Bureau 
during 1956. The position of Deputy Chief was established in the 
Office of Chief of Bureau. Technical and research operations of the 
Weather Bureau were reorganized under four offices: Assistant Chief 
of Bureau for Technical Services; Director, Office of Climatology ; Di- 
rector, Office of Meteorological Research; and Director, Office of 
Physical Research. Functions of the Budget and Management Divi- 
sion, Personnel Management Division, Administrative Operations 
Division, Public Information Coordinator and Regional Administra- 
tive Offices, were realined under the Office of Assistant Chief for 
Administration. The Plans and Program Management Office was 
abolished and the planning functions assigned to the new Office of 
Assistant Chief for Program Planning. 

In cooperation with the Department of Defense and others, a field 
operations base for the National Hurricane Research project was 
established at West Palm Beach, Fla. This location facilitates co- 
ordination between the hurricane-warning service and aircraft-data 
collection. In support of this project 8 rawinsonde stations were es- 
tablished in the Caribbean area in cooperation with the Governments 
of France, Great Britain, The Netherlands, Colombia, Dominican 
Republic, and Mexico. 

Deaton Weather Bureau meteorologists were included in a 
party of scientists.assigned to Antarctica for International Geophysi- 
cal Year activities. The Weather Bureau will conduct a complete 
meteorological observational program at six stations and will maintain 
a weather central at Little America to receive and distribute weather 
information to all cooperating nations. Support for the Antarctic 
activities is provided from an appropriation to the National Science 
Foundation for the International Geophysical Year. 

Full-time employment increased by 326 positions. Three hundred 
and fourteen of these positions were added during the first 6 months 
of the calendar year and were required to expand severe-weather re- 
search, strengthen severe storm-warning services, and complete the 
transfer of 16 upper-air observation stations formerly operated by the 
mnilitary. 

DEPARTMENT OF DEFENSE 


The Director of the Office of Administrative Services of the Depart- 
ment of Defense, in an analysis of organizational changes effected 
within the Office of the Secretary of Defense during calendar year 
1956, reported that a net reduction of 212 full-time civilian personnel 
was effected by the Office of the Secretary of Defense during the period 
from January 1, 1956, to January 1, 1957. This net reduction resulted 
from the transfer of 230 full-time civilian personnel performing cata- 
loging functions to the Department of the Air Force under a manage- 
ment fund arrangement and a small net increase of 18 full-time civilian 
personnel required to perform functions having increased emphasis 
or to fill vacancies which existed on January 1, 1956, in other areas of 
the Office of the Secretary of Defense. 

During this same period the number of civilian personnel required 
on a part-time, WAE or WOC, basis was increased by 19 and 15, 
respectively. These increases resulted from the normal annual fluc- 
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tuation in the number of meetings held by committees for which WAE 
and WOC consultant-type personnel are primarily utilized. 

The largest increase in number of full-time civilian employees was 
made in the Office of the Assistant Secretary of Defense (International 
Security Affairs) which were required to perform additional functions 
and increased emphasis on other functions as a result of the reorganiza- 
tion approved during 1955. The largest decrease in any area was 
effected in the Office of the Assistant Secretary of Defense (Supply 
and Logistics), primarily as a result of the transfer of personnel per- 
forming cataloging functions to the Department of the Air Force 
under the management-fund arrangement. Small increases and de- 
creases in other offices of the Office of the Secretary of Defense resulted 
in a net decrease of personnel. 

The Director reported that no major reorganizations have been 
effected within the Office of the Secretary of Defense since the imple- 
mentation of Reorganization Plan No. 6 of 1953, but that during the 
1956 calendar year further improvements and refinements have been 
made in internal relationships and assignment of functions. Some of 
the more significant changes made during the year which provide for 
greater effectiveness in the internal organization are listed below: 

A position of Special Assistant to the Secretary of Defense for 
Guided Missiles was established in the early part of the year. This 
was done in order to provide the Secretary of Defense with an addi- 
tional competent, experienced executive to assist in the direction and 
coordination of activities connected with research, development, engi- 
neering, and production of guided missiles, particularly ballistic 
missiles. 

In anticipation of the completion of the identification phase of the 
Federal Catalog System during the latter part of 1956, plans were 
approved to realine the central cataloging operations in the Defense 
Department to handle the maintenance and processing functions. 
Under this plan, the central maintenance and processing functions of 
the cataloging operation will be carried out as a joint effort of the 
three military departments under the direct supervision of the Assist- 
ant Secretary of Defense (Supply and Logistics). The personnel per- 
forming these functions were transferred to the administrative control 
of the Department of the Air Force and are paid from a management 
fund supported by the three military departments. While this 
arrangement retains direct supervision by the Assistant Secretary of 
Defense (Supply and Logistics), it decentralizes operational functions 
to the military departments and is consistent with the policy of the 
Secretary of Defense to confine functions of the Office of the Secre- 
tary of Defense to policy and management aspects to the greatest 
practicable extent. 

A Data Systems Policy Council, consisting of senior policy repre- 
sentatives from each of the military departments and the Assistant 
Secretaries of Defense (Comptroller, Supply and Logistics and 
Manpower, Personnel and Reserve) and under the chairmanship of 
a ee designated by the Deputy Secretary of Defense, was 
established. The purpose of this Council is to provide a more effective 
means of fostering the development of common policies and joint pro- 
grams in the development and application of automatic ete 
ing systems to business procedures within the Department of Defense. 
In bddition to the Council, a Data Systems Research Staff reporting 
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directly to the Assistant Secretary of Defense (Comptroller) for ad- 
ministrative purposes was established. ‘The general functions of this 
staff are to provide staff assistance to the Policy Council, the Office 
of the Secretary of Defense, and to promote the fullest exchange of 
information on automatic data processing systems among the military 
departments. 

During the past several years the staff organization of the Office 
of the Assistant Secretary of Defense (Research and Development) 
consisted primarily of a committee structure having specifically as- 
signed research and development fields of interest such as aeronautics, 

uided missiles, piloted aircraft, electronics, materials, and so forth. 

Inder a reorganization of the internal staff arrangements within that 
Assistant Secretary’s office, staff responsibilities for the specific re- 
search and development functions previously assigned as a primary 
staff responsibility of the coordinating committees were realined and 
assigned to five staff offices; i. e., Office of Aeronautics, Office of Elec- 
tronics, Office of Ordnance and Supply, Office of Sciences, and Office 
of Specialized Warfare. The coordinating committees were continued 
as an advisory and coordination mechanism for both the Assistant 
Secretary of Defense (Research and Development) and the new staff 
offices. 

The Office of the Deputy Comptroller in Europe was dissolved and 
its functions reassigned within the Washington staff of the Assistant 
Secretary of Defense (Comptroller) and the Washington and Paris 
staff of the Assistant Secretary of Defense (International Security 
Affairs), as appropriate. 


DEPARTMENT OF THE AIR FORCE 


The Secretary of the Air Force reported an increase of 25,002 em- 
ployees during calendar year 1956, of which 230 were reported by 
Headquarters, United States Air Force, 1,071 in the Air Defense Com- 
mand, 2,611 in the Air Materiel Command, 151 in the Continental 
Air Command, 927 in the Strategic Air Command, 881 in the Tactical 
Air Command, 10,266 in the Air Training Command, 3,752 in the Air 
Research and Development Command, and 1,827 in the Military Air 
Transport Service. The overall total increase in the personnel as- 
signed to duty in the continental United States was 22,775, and 2,227 
on overseas assignments. 

The Department submitted the following statement covering ap- 
preciable reorganization changes, during calendar year 1956, in man- 
power authorizations and personnel assignments, that have resulted 
from organizational actions and other activities: 

Air Force organizational buildup 

The number of wings in the Air Force operational program in- 
creased from 127 to 134 during the period January 1, 1956, to Decem- 
ber 31, 1956, but during the same period total authorizations were de- 
creased. The net decrease in authorizations amounted to 24,015, of 
which 19,149 were military, and 4,866 were civilian spaces. The reduc- 
tion in military authorizations was caused primarily by the transfer 
of SCARWAF responsibility to the Army. The overall civilian 
change was primarily the result of the deutschemark reduction when 
Germany assumed financial responsibility for operation and mainte- 
nance costs associated with training of the German Air Force. It 
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must be recognized however, that during the year many other changes, 
both reductions and i increases, resulted in the end calendar year posi- 
tion shown. A comparison of manpower authorizations at the end 
calendar years 1955 and 1956 follows: 











1955 1956 
WRN PR Fehon ct Ll Lib ade ee CL 960, 312 941, 163 
PEMD Accteien noir ernesd tense qimebyadeeneetaaddes 449, 263 444, 397 
Civilian (01 Direct hire), (07 C ‘ontract hire)... le stecibotee eta (425, 488) (427, 852) 
Givilian teatitesmemear kk). bok sikh . ice he bdcebviinl desu BSL (23, 775) (16, 545) 
MORTON os Secchi bbaw a sae Sched ce eeek AAR dae 1, 409, 575 1, 385, 560 


The Secretary reported that the general objective of the Air Force 
is to utilize a maximum amount of military manpower resources 
in the operating forces and a minimum in the supporting and train- 
ing areas. Through a program designed to reduce requirements in 
the support and training areas and/or substitute civilian for military 
where practicable, an increasing ratio of military personnel has been 
made available to the operating “forces during the force buildup which 
occurred during calendar year 1956. The following table illustrates 
the increasing ratio of military personnel assigned to the operating 
forces with a , corresponding decrease in the other categories: 





Beginning Percent | Ending 1956 | Percent 
1956 
Operating forces tanisvuackd sitbactinatatnerss ase 540, 004 57.7 564, 534 61.5 
Supporting forces (i neluding special foreign activities)... 143, 978 15.4 135, 954 14.8 
a a: 232, 973 24.8 204, 718 22.3 
TERRA OBE PAB ccwccedsdiiinudacdsssadildibed 19, 784 2.1 13, 081 1.4 
Ns Stdpeacdecnctcyenbubaasdgaansonnabuaeigaeein 936, 739 100. 0 918, 272 100. 0 


The increase in military personnel assigned to the operating forces, 
as reflected in the above table, is made up generally of additions of ap- 
proximately 41,000 in comb: at wings and squadrons; 8,800 in radar and 
air defense; and 4,000 in air transport. During this period a de- 
crease of over 30,000 occurred in the combat services which are in- 
cluded as a part of the operating forces. 'This decrease consisted 
primarily of the SCARWAF function which became a responsibility 
of the Army. Had the SCARWAF remained a function of the Air 
Force, the operating forces would have increased by a larger per- 
centage than the above statistics indicate. The reductions in sup- 
porting and training forces are the result of vigorous action to reduce 
to a minimum the personnel devoted to these functions, 


Utilization of manpower resources 

The following discussion outlines some of the individual actions 
taken during calendar year 1956 to achieve improved utilization of 
manpow er resources: 

Lhe functional utilization system.—The functional utilization sys- 
tem, as used by the Air Force for the past 2 years, provides an im- 
proved capability for authori izing, reporting, programing, evaluatin:,, 
and costing manpower. Using a unified standard nomenclature for 
functions and org ganizations, e: 1ch function has been defined and identi- 


ro 


23001° 





S. Rept., 85-1, vol. 1——59 





20 ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 


fied in magnitude and complexity. The system also provides for 
identification and evaluation of manpower requirements by function 
at each echelon from unit to total Air Force. ; 

Using the procedures inherent in the functional utilization system, 
the authorizations of major air commands are continually reviewed 
and analyzed. Current manning, intercommand comparisons, appli- 
cation of manpower policy and criteria, climatic conditions, mission, 
extent of indigenous employment, military and civilian mix, and many 
other factors are being weighed in relation to workloads and combat 
capability requirements. When analysis reveals that workloads do 
not substantiate manpower authorizations, action is taken to with- 
draw manpower and make it available for higher priority require- 
ments. 

Some specific examples of functional utilization reviews conducted 
in calendar year 1956 are shown below: 

(1) Airborne Navigation Equipment. An evaluation of radio 
navigation equipment requirements revealed that manpower savings 
could be made through the use of new, high frequency voice radios in 
first-line transport and cargo-type aircraft. The original equip- 
ment required the use of a full-time radio operator, whereas the new 
equipment may be operated by the pilot or copilot, thus eliminatin 
the requirement for airborne radio operators on aircraft so equipped. 
As a result, 690 military authorizations were saved. 

(2) Supply Functions. Manpower policy and criteria were de- 
veloped for the supply function correlating the current and projected 
workload with the current and programed personnel requirements, and 
considering the improvements made in the supply system. Although 
there was a projected increase in the supply function along with the 
growth of the Air Force in the expanding combat force program, it 
was determined that personnel requirements in supply should not in- 
crease at the same rate due to such factors as a change in requisitioning 
cycles, machine accounting, and other improvements in supply pro- 
cedure. Implementation of these criteria was effected in January 
1956 and a reduction of approximately 2,000 authorizations was made 
during 1956, 

(3) Motorized Ground Equipment. During the month of January 
1956, manpower policy and criteria were also implemented for the 
motorized ground equipment function. The criteria were developed 
after analysis of extensive pilot tests on maintenance procedures. Al- 
though new personnel allowances have been established, it is not 
anticipated that further large-scale reductions will occur, since this 
function was reduced by approximately 9,100 spaces in fiscal year 
1954 predicated on a reduction in the number of vehicles and pre- 
liminary results of the automotive pilot shop tests. However, a re- 
duction of approximately 2,000 spaces was made in 1956. 

(4) FEAF Survey. A reduction of 3,739 military and 3,126 
vivilian manpower authorizations in the Far East Air Forces was 
completed in February 1956 after a detailed study of manpower re- 
quirements, Application of manpower criteria, comparisons with 
other commands, extent of native employment and other factors influ- 
encing manpower requirements were considered in relation to workload 
and combat capability requirements. Based on guidance furnished 
by Headquarters, USAF, FEAF made a complete review of such func- 
tions as the military personnel system, unit supply, food service, air 
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installations, laundries, air police, supply, communications, motor 
vehicle, aircraft maintenance, and the medical function to achieve this 
significant manpower saving. i 

(5) Air Police Function. Also in February 1956 revised manpower 
policy and criteria were developed and implemented for the Air Police 
function which establish utilization rates for the employment of Air 
Police throughout the Air Force. The new rates are based on several 
factors which were considered to be influencing the previous utiliza- 
tion of air police, such as the use of air policemen in controlling per- 
sonnel at perimeter gates, guarding against pilferage, and other low- 
priority security functions which would not result in the taking of 
unacceptable calculated risks if the air policemen were withdrawn. 

(6) Crash-Boat Program. An analysis of the crash-boat program 
indicated that certain revisions could be made and still provide an 
acceptable degree of coverage for downed flyers with a smaller number 
of units. As a result, the marine function has been reduced by 72 
warrant officers and 776 airmen, a reduction of 54 percent. Under 
further study is the elimination of all crash-boat rescue units, the 
rescue task to be performed by helicopters already available at Air 
Force Bases. Relying upon helicopters, harbor police boats, commer- 
cial water traffic, and Army, Navy, and Coast Guard craft may vir- 
tually eliminate the crash-boat program. 

(7) Air Force Reserve Officers Training. Analysis of AFROTC 
detachment organization structure and manning revealed an excessive 
number of spaces being utilized for supervision and a top-heavy grade 
pattern in relation to workload responsibilities. A manning guide, 
designed to provide a more equitable and efficient utilization of man- 
power was developed and implemented throughout the AFROTC 
system. Through application of the AFROTC Manning Guide and 
substitution of 160 civilians for military, the Air Force has recouped 
225 officer and 332 airman spaces. This resulted in a net savings of 
397 spaces to the Air Force. 

(8) Laundry and Dry Cleaning. The operation of fixed laundry 
and dry cleaning plants has been under analysis during the past 6 
months. Manpower criteria setting forth policy for employment of 
these facilities and manpower allowances were then developed, one 
of the principal considerations being the elimination of peak-workload 
hiring. After completion of the analysis in April 1956, the laundry 
and dry-cleaning function was reduced by 638 civilian employees, a 
reduction of 13 percent. 

(9) The Military Personnel System. The military personnel 
system, consisting of the functions of military personnel, personnel, 
and unit administration is under study. To date, 5,804 spaces have 
been reduced. This reduction is based on an analysis of the present 
workload being accomplished throughout the military personnel 
system and is the imstiedats part, or phase I, of the program. Phase 
II, the long-range objective, will be a systems analysis of all aspects 
of the functions involved. Action will consist of an evaluation of 
the necessity for each subsystem and a study of desirable organiza- 
tional patterns, using management-engineering techniques to identify 
inefficiencies which may exist within the present system. 

Personnel training and utilization program.—This program was 
established to insure that (1) Air Force personnel training and utili- 
zation directives are clearly understood and properly implemented; 
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(2) commanders, down to and including squadron level, are provided 
with prompt and frequent on-the-spot guidance and assistance on 
matter pertaining to personnel utilization and training; (3) indi- 
viduals are properly classified and are utilized in accordance with 
training received; (4) training is geared to meet valid requirements 
and conducted in accordance with the program guidance directive: 
(5) maximum upgrading of qualified personnel is being accomplished : 
(6) personnel statistics accurately reflect the personnel inventory; 
and (7) commanders and personnel officers are provided with an ob- 
jective analysis of personnel utilization within each command echelon, 
Management Policy Changes 

Management policy changes during calendar year 1956 resulted in 
accomplishments that provided more effective organizational struc- 
ture, enhanced operational efficiency, and effected improvements in 
manpower conservation techniques. 

A partial listing of achievements in the management policy area 
is as follows: 

Project Wringout—“Wringout” is a project which was initiated 
in January 1956 to narrow the widening gap between programed man- 
power requirements and goal personnel strengths. The project ob- 
jective is to determine those missions, units, and activities of the Air 
Force that can be reduced or deleted in order to effect personnel and 
monetary savings. This is being accomplished by a critical examina- 
tion of the missions of all Air Force units and compiling a listing in 
priority order of their essentiality to the accomplishment of the Air 
Force mission. Thus, under austere manning of the Air Force as a 
whole, those units that contribute the least to the combat mission lend 
themselves to greatest vulnerability for deletion or reduction. To 
date, manpower savings achieved through the operation of Project 
Wringout approximate 13,000 spaces. 

Some examples of gains realized through Project Wringout in- 
clude— 

(1) Elimination of Flight Service. Responsibilities formerly per- 
formed by Flight Service, one of the five subcommands of Military 
Air Transport Service, have been assigned to Airway and Communi- 
cations Service. This action resulted in the elimination of a sub- 
headquarters plus savings of equipment and personnel estimated at 
$250,000 a year. 

(2) Reorganization of Air Rescue Service. A saving of over 1,000 
manpower spaces was realized by deleting 4 Air Rescue Service group 
headquarters and 9 Air Rescue Service squadrons. 

(3) Air Force Security Services. A reorganization achieved a re- 
duction of approximately 250 spaces. 

(4) The Hawaiian complex. The reduction of the Air Force Ha- 
waiian complex to include placing Johnston Island on a standby basis 
resulted in the reduction of over 300 manpower spaces. 

(5) Air resupply groups. Reorganization of Air resupply groups 
in Europe and the Far East amounts to the reduction of requirements 
by approximately 1,300 spaces. 

(6) Deactivation of the 2,900th Air Depot Wing. As a part of the 
Air Force effort to meet manpower deficiencies by elimination or cur- 
tailment of activities which have been evaluated as least essential, the 
2900th Air Depot Wing was deactivated. The Air Materiel Com- 





ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 23 


mand utilized 2,100 of these spaces for reallocation to high priority 
functions. Over 200 spaces were returned to the jurisdiction of this 
headquarters. This action is consistent with Air Force policy to 
secure optimum strength in primary mission elements and minimum 
practic: able strength in support elements. 

Reviews of authorizations and hiring.—(1) Control of Civilian 
Hiring. A procedure to provide for the continuing review of all 
civilan vacancies has been established by Headquarters, United States 
Air Force. For the period July 1, 1956, through September 30, 1956, 
a total of 45,407 vacant civilian ‘positions have been reviewed and 
evaluated for ‘essentiality. Of this number, 3,840 positions have been 
shifted to meet higher prioritv workloads; (2) "Essentiality Reviews of 
Military and C ivilian Manpower Authorizations. The positions of 
approximately 20 percent of all personnel authorized to the Air Force 
were reviewed for essentiality between July 1, 1956, and September 
30, 1956. Under the terms of a directive issued by Headquarters, 
USAF, major Air Force commanders are required to review all au- 
thorized positions of military and civilian personnel for essentiality. 
This position review is being made whether the positions are filled or 
unfilled. The review for this period involved 233,818 position. Of 
this total, 223,049 were retained and 10,764 positions were shifted to 
higher priority tasks. The objective of this program is to achieve 
increased utilization from available personnel resources and to lessen 
the impact of the personnel deficit through a 100 percent review of all 
authorized positions prior to June 30, 1957. 

Basie military and technical training.—Consolidation of certain 
portions of basic military and technical training }s apres savings 
in permanent party, and instructor personnel. “Under this plan, only 

category IV type personnel who do not qualify for technical training 

are given 11 weeks’ basic training. Those recruits who qualify for 
technical tr aining receive 4 weeks’ training at the basic training 
center and receive additional basic training concurrent with other 
training while attending Air Force technical schools. 

Officer Grade Guide.—An officer grade guide has been developed and 
is in the process of coordination. This guide covers all the officer 
occupational groupings in AFM 25-1, A different “grade guide is 
provided for each of these groupings except 79 chaplain and 90-99 

medical. This grade guide is designed to provide for the most effec- 
tive distribution and use of officer grades permitted by Public Law 349. 

Warrant officer-airmen skill and sete guide.—A warrant officer- 
airmen skill and grade guide has been developed and is in the process 
of coordination. This guide ¢ arranges all the warrant officer-airman 
career fields as c ontained in AFM 36-1 into the following three group- 
ings: —— A, highly technical; group B, technical; and group ©, 
nontechnical. A different skill and orade is provided for each of 
these soeinks This skill and orade guide is designed to provide 


for the most effective use of both skill and grade allotments made to 
the Air Force. 


USAF organizational reviews 


A comprehensive system of reviewing each major air command’s 
organizational structure with relationship to current day missions is 
now in progress. The objectives are to recover manpower resources 
which can be released by a more efficient combination of existing or- 
ganizations or by deletion of out-of-date organizations. Proposals 
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resulting from the review advance up-to-date organizational strue- 
tures m: atched to the progress of weapons systems and national mili- 
tary strategy within the scope of budgetary “ceilings. An example of 
the significant gains which can be achieved through the use of organi- 
zational review techniques is illustrated by the USAF reorganization 
in the northeast area. Action has been initiated to eliminate the 
Northeast Air Command and to transfer its bases, units, and responsi- 
bilities to existing commands within the Zone of the Interior. This 
action, which eengthene and simplifies the command structure in the 
northeast area, will save » approximately 2,000 manpower spaces. This 
reorganization is sbidiannan with Air Force policy to extend func- 
tional commands beyond geographical borders when feasible and 
practicable. 

Adjustment of military rotation base requirements. —A study is 
under way to provide more stability to airmen who in some Air Force 
career fields are subject to excessive overseas rotation. The number 
of military in critical career fields in relation to the number of civil- 
ians in Zone of Interior commands will be adjusted upward so that 
an adequate number of military will be provided to meet overseas re- 
quirements. In order to maintain the current balance between the 
total number of military and civilians, some career areas will absorb 
additional civilian spaces and give up military ones. This readjust- 
ment will have a salutary effect on the airman reenlistment rate inas- 
much as excessive overseas time during a career has been indicated as 
one of the causes for low reenlistment rates. 


Management engineering projects 

Inservice management engineering capability was increased sub- 
stantially during “1956. Headquarters, USAF, teams conducted a 
number of important management engineering projects. Guidance 
and assistance were furnished to major commands in the conduct of 
their own projects; several major management studies were initiated; 
and a number of contracts were negotiated to secure the services of 
private management consultant firms to supplement the growing Air 
Force inservice capability. Some of these actions include: 

Air Force field and organizational maintenance (Project Air 
Foam).—The objective of Project Air Foam is to develop an engi- 
neered maintenance management control system for field and organi- 

zational maintenance that is suitable for application Air Force-wide. 
The system sought is one which will provide the maintenance man- 
ager, line maintenance personnel, or staff officer, with an accurate meas- 
ure of the effectiveness of the activity for which he is responsible. 
At present, one of the developments of Project Air Foam is the capa- 
bility to provide a resource profit and loss statement for each man- 
ager in field and organizational aircraft maintenance. 

Air Reserve Record Center survey (Project ARRC).—This project 
pertains to a survey of Air Reserve Records Center, Denver, Colo., 
which is being made to determine the best organization structure, 
methods, proc edures, tools, and equipment in quality control systems 
for processing and filing records of Air Reserve personnel, 

Air freight ter minal operation (Project AFTO).—An inservice 
management engineering study of the airfreight terminal operation 
has been in progress at ‘Dover Air Force B: ase, Del., since Februar 
1956. It is a joint project composed of team members from the 1607t 
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Air Transport Wing (Heavy) and the Management Engineering 
Branch, Headquarters, United States Air Force. This team has 
developed an improved system of freight flow and materials handling 
adaptable to the existing terminal facilities. It is based on a straight- 
line freight-flow pattern and provides mobile storage by holding the 
freight on warehouse trailers instead of warehouse stacking in the 
conventional manner. 

Automatic data processing systems.—A study of automatic data 
processing systems (ADPC) has been initiated with a view to deter- 
mining the appropriate organization in Headquarters, USAF, for 
the development and control of an ADP system. 

Supply management production system.—Project GRIP (grass- 
roots improvement program) isa management control system designed 
for use within all major supply depots and Air Materiel areas under 
the control of the Air Materiel Command. The system is intended 
to establish controls, which will provide facts upon which to gage 
the effectiveness of supply operations, to highlight problem areas, and 
to encourage the application of management on a by-exception basis. 
Phase 1 of the GRIP program consists of developing cost accounting 
systems, establishing work centers and labor standards, and developing 
production and labor reporting systems. Production procedures 
analysis and statistical control of operations are included in other 
phases of the GRIP program. 

USAF workload analysis system.—The USAF workload analysis 
system, a manpower management tool, has been refined and further 
developed during 1956. It is designed to assist local commanders and 
supervisors to increase productivity and to achieve more effective utili- 
zation and distribution of USAF manpower resources. 

While primarily directed toward wing and lower echelons down 
to unit and shop levels, the manpower data developed through this 
system provides not only a basis for more effective manpower manage- 
ment at all levels but also an indirect foundation for manning criteria 
standards, program tables, and manpower allocation procedures. The 
workload analysis system contains many of the accepted features of 
the earned-hour reporting system. The program has a threefold 
objective: (1) to measure all the manpower resources assigned to any 
given function or activity through the use of standard setting tech- 
niques which will employ the choice of engineered, statistical, esti- 
mated, or work sampling standard setting devices; (2) to achieve 
manning consciousness as complementary to dollar consciousness 
throughout the Air Force; and (3) to more closely relate work simpli- 
fication and procedural improvement efforts to the manpower measure 
process. 

Some of the concepts outlined in the workload analysis system 
have been tested in the installations function at Moody Air Force Base, 
Valdosta, Ga. These concepts assisted a Headquarters, USAF, board 
in obtaining improvements in supply effectiveness, vehicle utilization, 
and labor effectiveness at Moody Air Force Base. It is estimated that 
joint efforts in work measurement and work control, cost accounting, 
real property accounting, and supply support provided for an increase 
of the Moody installations organization by the equivalent of 57 man- 
years. 

The study of Air Force systems.—A study has been initiated to 
catalog, by identifying and describing, all major groups of policies, 





26 ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 


functions, and procedures used in the Air Force. This information 
will be analyzed to insure that policies and procedures used are neces- 
sary, that they incorporate accepted management engineering con- 
cepts, and are best suited to obtaining Air Force objectives. The 
analysis will also provide a tool for the use of management in better 
controlling and programing limited Air Force resources toward 
priority objec tives or missions. 

Procedures for processing personnel assigned to or from overseas.— 
A study of procedures for processing personnel was conducted at per- 
sonnel processing groups at Manhattan Beach, Brooklyn, N. Y., and 
Parks Air Force Base, Calif. This resulted in changes which: (1) 
permitted forwarding of mail directly overseas, bypassing personnel 
processing groups, which eliminated handling of over 50,000 pieces of 
mail a month at personnel processing groups; (2) permitted direct 
shipment of hold baggage, bypassing personnel processing groups, 
which eliminated processing of some 3,800 pieces of hold baggage per 
month at personnel processing groups; (8) provided for preparation 
of a single order to reassign a man from a base in the United States toa 
base overseas (former procedure required 3 to 4 sets of orders to ac- 
complish this); and (4) transferred the burden of processing to 
United States bases in the case of personnel being shipped overseas, 
reducing the time required for processing at personnel processing 
groups. 

1956 management engineering seminar.—A worldwide management 
engineering seminar was held at Keesler Air Force Base from March 
12 to 16, 1956. Approximately 180 selected manpower and organiza- 
tion personnel participated in this seminar and speakers included edu- 

cators and management specialists from military and civilian organi- 
zations. The primary objectives of the conference were to present new 
approaches to management, provide an opportunity for the interchange 
of ideas, and improve Air Force manpower management in general. 

Study of the USAF manpower system.—This project was initiated 
in December 1956 and will, it is estimated, require 1 year to complete. 
It is an inservice effort of the Directorate of Manpower and Organiza- 
tion, DCS/O Headquarters, USAF, where most of the project will 
be accomplished. Any changes effected, however, are expected to have 
an impact on tle system Air Force-wide. The purpose is to simplify, 
accelerate, and integrate the methods and procedures involved in 
the programing allocation and utilization analysis of USAF man- 
power resources. Accepted management engineering techniques, such 
as mission and organization analyses, and procedures charting will 
be applied to eliminate any duplic ation of functions, close any gaps 
in the system, and establish optimum balance of workloads. 


DEPARTMENT OF THE ARMY 


The Deputy Chief of Staff for Personnel reported that during the 
past calendar year there has been a total reduction in the Department 
of the Army civilian strength of 6,783. During this period civilian per- 
sonnel employment in continental United States decreased by 1,966, 
although there was an increase of 1,490 in the civil works program, 
Corps of Engineers, resulting from an increased number of civil 
works projects approved by Congress. The decrease in employment 
of personnel outside continental United States of 4,817 can be gener- 
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ally related to the reductions in oe military strengths and the 
continued revision of methods and procedures to attain the maximum 
utilization of manpower resources. 

Effective November 1, 1956, the Office of the Assistant Chief of 
Staff for Reserve Components was established and concurrently cer- 
tain related functions of the Office of the Deputy Chief of Staff, for 
Military Operations, the Office of the Deputy Chief of Staff for Per- 
sonnel, and the Office of the Special Assistant to the Chief of Staff 
for Reserve Components, Office of the Chief of Staff, were transferred 
to that Office. 

DEPARTMENT OF THE NAVY 


The Assistant Secretary of the Navy reported that although there 
was a nominal increase of 115 as shown in departmental employment, 
essentially to strengthen departmental administration in vital areas, 
the net reduction in employment for the Department of the Navy as 
a whole totaled 8,803 during the year. 

The Department also reported the following details as to changes 
in organization and civilian personnel : 

Executive Office of the Secretary 

During the period from January 1 to December 31, 1956, the Office 
of Legislative Liaison, formerly under the Office of the Judge Advo- 
cate General, was established as an independent office. 

An Assistant Chief for Performance was added in the Bureau of 
Naval Personnel and a Special Missile Weapon System Office in the 
Bureau of Ordnance. The Planning and Progress Division, Naval 
Ordnance Establishment Division, Material Division, and Research 
and Development Division were redesignated as Assistant Chief for 
Planning, Assistant Chief for Naval Ordnance Establishments, As- 
sistant Chief for Material, and Assistant Chief for Research, 
respectively. 

Office of the Chief of Naval Operations 

During this period the Progress Analysis Group, General Planning 
Group, Long Range Objectives Group, and the Naval Inspector Gen- 
eral were combined and redesignated as Staff Offices; and the ACNO 
(Naval Reserve), DCNO (Personnel), DCNO (Fleet Operations and 
Readiness), and Naval Communications Division were combined and 
redesignated as DCNO (Personnel and Naval Reserve) and DCNO 
(Fleet Operations and Readiness). 


Bureau of Supplies and Accounts 


During this period the Planning Division was divided and redesig- 
nated as the Director of Planning and the Director of Management 
Engineering. 

The increase in the Office of the Comptroller during the period was 
reported as being due to the transfer of functions and personnel from 
the Assistant Chief Accounting and Disbursing. In addition to the 
corresponding decrease in the Office of the Assistant Chief of Account- 
ing and Disbursing, seven positions were eliminated in that Office by 
transfer of certain functions in the field service. 

The increase in the Office of Assistant Chief for Supply Manage- 
ment is the result of the creation of the Forms and Publications Supply 
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Division, a new organizational unit, which will move to Byron, Ga., 
on March 15, 1957. 

Decreases in the Offices of the Director of Administrative Services 
and Assistant Chief for Transportation consist of unfilled positions, 
Active recruitment was reported as being under way to fill these 
vacancies. 


Bureau of Yards and Docks 

The Real Estate Division in the Bureau was redesignated as the 
Assistant Chief for Real Estate, and the Assistant Chief for Admin- 
istration and Personnel and Assistant Chief for Financial Manage- 
ment have been merged and redesignated as the Assistant Chief for 
Administration and Comptroller. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


The Secretary reported that the total number of employees in the 
Department of Health, Education, and Welfare on January 1, 1957, 
was 49,946, an increase of 5,090 over the previous year. Seventy-five 
percent (3,806) of this increase was in eatical research at the National 
Institutes of Health at Bethesda, Md., and in the Social Security Ad- 
ministration for the expanded program of additional and new bene- 
fits under the 1956 amendments to the Social Security Act. The re- 
mainder of the increase resulted primarily from other programs 
authorized or expanded by legislation enacted in 1956, such as the 
Water Pollution Control Act Amendments of 1956 and the National 
Health Survey Act, and previous legislation to carry out existing pro- 
grams, such as the Indian health program. The principal changes in 
organization and stafiing for each of the operating agencies to carry 
out the recent enactments and to improve the operations of existing 
programs are listed below. 


Office of the Secretary 

The principal organizational changes in the Office of the Secretary, 
during 1956, involved a realinement of staffs for more effective co- 
ordination of Department activities. The Office previously designated 
Assistant Secretary for Federal-State Relations has been redesignated 
Office of the Assistant Secretary, with practically no change in 
strength and functions. The staff and functions previously grouped 
under the Assistant Secretary for Program Analysis have been largely 
regrouped under an Assistant Secretary (for Legislation) and an 
Assistant to the Secretary (for Program Analysis) who also super- 
vises the Special Staff on Aging. 
Office of Field Administration 

There was a total increase in regional offices of 49 employees, of 
which 30 was due to additional workloads in fiscal payroll and per- 
sonnel activities to service the increased staffs of the Department 
operating agencies. The remainder of the increase was due primarily 
to the additional staff authorized by Congress to reduce the backlo 
of State audits and for the disposition of surplus property for civi 
defense purposes. 


Food and Drug Administration 
A new five-bureau organizational structure was established con- 
sisting of a Bureau of Biological and Physical Sciences, a Bureau of 
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Enforcement, and Bureaus for Field Administration, Medicine, and 
Program Planning and Appraisal. The 2 positions of Associate 
Commissioners were abolished and their functions grouped under the 
five bureau directors. The more compact bureau structure narrows 
the span of control by decreasing the number of officials who report 
directly to the Commissioner. 

The headquarters staff was increased by 30 positions; 18 of which 
were due to the expansion of enforcement operations; and 12 to (a) 
additional work performed for other Government agencies on a reim- 
bursable basis, and (6) the expansion of the civil-defense program. 
The field service was increased by 56 positions, mainly in the inspec- 
tional and analytical staff. 


Office of Education 

In order to strengthen its services to the education profession and 
the public, the Office regrouped its programs and functions in three 
broad areas of educational research, educational services, and adminis- 
tration of grants. The Divisions within each of the program activities 
were placed under the administrative direction of an Assistant Com- 
missioner. 

During 1956, there was an overall increase in the Office of Education 
from 531 to 608, an increase of 77 employees. Some of the increases in 
employment resulted from legislation for the cooperative research pro- 
gram (8), the Library Services Act (10), and the Committee on Edu- 
cation Beyond the High School (12). ‘The remainder of the increase 
(47) resulted from expanded activities in established programs, with 
the greater proportion (27) going to the research and statistical serv- 
ices performed by the Office. 

The Library Services Branch and the Practical Nurse Education 
Branch were established during 1956 to carry out Public Laws 911 and 
597, respectively, enacted by the 84th Congress. 


Office of Vocational Rehabilitation 

The moderate increase of 8 employees over last year was due en- 
tirely to meet additional workloads involved in the 1954 amendments 
to the Vocational Rehabilitation Act which authorized a greatly ex- 
panded grant program to the States. 


Public Health Service 

Office of the Surgeon General——There was an increase of 34 em- 
ployees; 12 of this increase was in the Division of Personnel where 
additional employees were required in the continuing drive to expand 
and train the Inactive Commissioned Reserve for call in time of war or 
other emergency under civil-defense delegations. The remainder of 
the increase was due primarily to the passage of legislation requiring 
the establishment of a national health survey program and to the need 
for additional housekeeping services in the Office under newly enacted 
laws for the Service. 

Bureau of Medical Services.—The moderate decline in the number 
of employees in Freedmen’s Hospital, caused by a reduction in the 
appropriation justified by a lower tuberculosis patient load, almost 
offset the several minor increases in staffing. Increases were in the 
following Divisions: Indian Health, because of continued expansion 
of the program; Nursing Resources, because of enactment of the 
Health Amendments Act of 1956; and Dental Resources, because of 
Special research studies in dental care. 
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Bureau of State Services—The Water Pollution Control Act 
Amendments of 1956 resulted in a 50-percent expansion in employment 
in the Division of Sanitary Engineering Services. 'Two new organi- 
zational units were established in the Division of Special Health Serv. 
ices: (a) the air-pollution medical program, and (6) accident pre- 
vention activities, the latter partially as a result of the transfer of 
home-accident work from another Division. A 10-percent increase in 
staffing at the communicable disease center (Atlanta, Ga.) was ac- 
counted for by the filling of vacancies and small additional appropri- 
ations for several of the programs. At the end of the year, the trans- 
fer of the Venereal Disease Branch from the Division of Special 
Health Services to the communicable disease center was pending. 

National Institutes of Health.—Total employment increased from 
4,427 to 5,247, or by 820 employees. Each of the Institutes expanded 
its staff during the calendar year, Congress having appropriated con- 
siderably more money for fiscal year 1957 than for 1956. Three new 
centers were established: the center for aging research, the cancer 
chemotherapy national service center, and the psychopharmacology 
service center. A new Health Research Facilities Branch was estab- 
lished to carry out the Health Research Facilities Act of 1956. A 
Research Facilities Planning Branch was set up to work with the 
Public Buildings Service of General Services Administration on the 
design of National Institutes of Health construction projects, and to 
prepare plans and specifications for special scientific equipment and 
research facilities. 

The patient census at the clinical center rose steeply again in 1956, as 
planned, which necessitated a 50 percent increase in civil-service 
employees. The 2 new administrative divisions were established late 
in the calendar year 1955: the Division of Business Operations, and 
the Division of Research Services. The Divisions got underway early 
in 1956, which accounts for the enormous reduction in personnel in 
the Office of the Director (1,476 down to 51) and the large increases 
in the 2 administrative Divisions. 

National Library of Medicine.—The National Library of Medicine 
Act in 1956 transferred the Armed Forces Medical Library from the 
Department of Defense to the Public Health Service. The transfer, 
on October 1, 1956, brought with it more than 200 employees. 

Field Establishments.—The number of civil-service employees in 
the field rose from 11,063 to 11,544, an increase of 481, resulting from 
general program expansion. Each Bureau in the Public Health 
Service shared in the increase, although numerically, the largest 
increase was in the Bureau of Medical Services for the Public Health 
Service hospitals and the Indian Health installations. 

Commissioned Corps.—The number of commissioned officers on ac- 
tive duty rose from 2,845 to 3,052—the result of new programs under 
legislation enacted in 1956 by the 84th Congress and the expansion of 
other programs in the Public Health Service. 


St. Elizabeths Hospital 


The increase of 39 employees at St. Elizabeths Hospital in 1956 was 
due principally to an expansion of the student nurse afliliate program 
in the Division of Medical Services requiring 10 new employees, and 
20 new employees in the Division of Administration for staffing of the 
kitchen and the cafeterias on the opening of the new Dorothea Lynde 
Dix Pavilion for additional patient admissions, 
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Social Security Administration 


Office of the Commissioner.—There were no changes in organization 
during 1956. An increase of four employees was due to the filling 
of positions during the year which were vacant on December 31, 1955. 

Bureau of Old-Age and Survivors Insurance-—The Bureau _in- 
creased its staff by 2,903 employees during 1956. The increase, mainly 
in the field, was necessary to meet the voluminous workload caused by 
the additional and new benefits provided by the 1956 amendments to 
the Social Security Act. The 6 area offices increased their staffs from 
3.083 to 3,603, or by 520 employees. The district offices increased from 
538 with a total staff of 8,263 employees to 552 offices with a total staff 
of 9,971, or by 1,708 employees. (The total staffs for the district 
oflices include Bureau employees located in regional oflices.) 

In the central offices of the Bureau, there was an increase in staff 
from 6,122 to 6,797, or by 675 employees. The principal organiza- 
tional changes and stafling made in the central offices were as follows: 


Office of the Director. The Office of Information Service added a. 


new function to its responsibility—correspondence management. This 
function is not only new to the Oflice but also to the Bureau. The 
Bureau health program increased its staff to carry out a much broader 
concept of the program in order to bring additional services to Bureau 
employees. ‘Total increase, 10 employees. 

Division of Claims Policy. A new Welfare Branch was established 
to (a) reexamine program objectives relating to broad social welfare 
affecting Bureau policies of administration, (6) formulate new pro- 
gram concepts in this area that can be implemented within the frame- 
work of existing legislation, and (¢) promulgate policies and related 
guidelines for administration of the areas. Total increase, 7 em- 
ployees. 

Division of Field Operations. The Management Branch was reor- 
ganized from 2 sections to 4 groups. The group concept was found 
more conducive to effectiveness and efficiency because of the growth 
in the scope and complexity of the Branch and the need for greater 
elasticity. ‘The Coordination and Procedures Branch concerned with 
the Division’s operating policies, methods, procedures, and practices, 
was reorganized from 4 functional work groups to 5 work groups es- 
tablished on a subject matter basis. Total increase, 13 employees. 

Division of Management Planning and Services. The Administra- 
tive Management Branch reorganized into 5 groups to provide special- 
ized attention in 5 management areas: (a) organizational planning, 
(6) work planning, (¢) survey, (¢d) management planning, and (e) 
communications. Substantive planned expansion to effectively set off 
these areas have not been fully completed, ‘Total increase, 34 
employees. 

Division of Personnel. A Standards and Methods Branch was 
established with the objective of undertaking a long-range study ap- 
proach to provide a substantive basis for planning of new objectives, 
and the concentration of effort on new developments essential for the 
Division in its leadership role in this direction, Total increase, 15 
employees. 

Division of Accounting Operations. The increase of 412 employees 
for the year was directly due to increased workloads under the 1954 
and 1956 amendments to the Social Security Act. 


tes 
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Division of Disability Operations. The increase of 157 employees 
for the year was directly due to the increased workloads ae the 
1954 and 1956 amendments to the Social Security Act. 


DEPARTMENT OF THE INTERIOR 


The Secretary of the Interior reported a net increase of 2,115 em- 
ployees, and the following major reorganizational changes during the 
1956 calendar year: 


Office of the Secretary 


There was no significant changes except the position of Assistant 
Secretary for Fish and Wildlife was established as explained below. 

Public Law 1024, 84th Congress (approved August 8, 1956) estab- 
lished, within the Department of the Interior, the position of Assistant 
Secretary for Fish and Wildlife. Appointment to this position was 
made effective January 2, 1957, and therefore is not reflected in this 
report. 

K net increase of 16 employees is due to modest increases in the 
number of employees in the programs of the Office of Minerals Mobili- 
zation, the Office of Saline Water, and the Office of Oil and Gas, as 
well as in the field office of the Solicitor. 


Bureau of Mines 


The statistics reflect an increase of 198 persons in the Bureau of 
Mines employment for the year. This increase is in scientific engineer- 
ing and technical positions, and is due to limited increases in the 
research and development programs of the Bureau. 

Geological Survey 

The increase of 151 employees was reported as due primarily to 
a current reorganization of the Water Resources Division through 
which certain functions are being given additional emphasis. Key 
staff positions and service groups which are significant elements of 
the headquarters organization structure within the Office of the Di- 
rector have been identified. Other organizational components within 
the Division structures have been shown. The Computation Branch 
was established in the Administrative Division to handle a wide 
range of scientific computing and data processing tasks. Changes 
in the organization of the Water Resources Division are being effected, 
the principle changes being a redefinition of the functions performed 
at the branch level. 


Bureau of Land Management 


Employment in the field offices of the Bureau, which increased by 
350 positions, was reported as due mainly to increased activity in the 
forestry and minerals programs as a result of the passage of Public 
Law 167, 84th Congress. 

A reorganization and realinement of functions in 1956 included 
the broadening of the overall responsibilities of the Associate Director. 
This resulted in the establishment of a Divisional Staff Services, 
which was the function formerly supervised by the Assistant to the 
Director. An Appeals Office was also established to handle decisions 
on appeals for the Director in land matters, 
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National Park Service 

The increase of 466 employees, the majority of which are in regional 
offices and field areas of the Service, is explained by the increased pro- 
grams being accomplished as a result of “mission 66.” The position 
of Associate Director and the staff of “mission 66” was added to the 
Office of the Director. The title of the Division of Cooperative Ac- 
tivities was changed to the Division of Recreation Resource Planning. 
Changes were also made in several branch titles. These changes were 
made to more accurately describe the functions being performed by 
these organization units. 

Fish and Wildlife Service 

Public Law 1024, 84th Congress (approved August 8, 1956), estab- 
lished the positions of the Commissioner; the Director, Bureau of 
Guanes Fisheries; and the Director, Bureau of Sport Fisheries 
and Wildlife. The Secretary reports that the net increase of 268 
employees reflected is not a result of this reorganization, but is pri- 
marily due to new activities being performed as a result of increased 
technological and biological programs. It is anticipated that there 
will be modest increases in employment during 1957 as a result of 
passage of Public Law 1024. 

Changes in organization have been approved reflecting Public Law 
1024 that creates an Office of the Commissioner of Fish and Wild- 
life, and two Bureaus; Commercial Fisheries, and Sport Fisheries 
and Wildlife. The Department is currently in the process of ap- 


pointing officials and accomplishing physical separation of the two 
Bureaus. 


Bureau of Indian Affairs 


The increase in total employees of 557 in the Bureau occurred prin- 
cipally in the field offices. Most of this increase was due to expanded 
rograms in the activities of education, relocation services and realty. 
aise increases occurred in the soil and moisture conservation, for- 
estry, and law and order activities. 

The positions of Deputy Commissioner, Legislative Associate Com- 
missioner, and Assistant to the Commissioner (Industrial Develop- 
ment) were established to aid in the performance and execution of the 
Bureau’s top management team. 

The Office of Audit and the Office of Inspection were both estab- 
lished under the direct supervision of the Deputy Commissioner. The 
former office replaces the Branch of Audit in the Division of Admin- 
istration. The Office of Inspection gives organization form to the 
inspection function. 

The new Division of Tribal Programs and Relocation Services re- 
places and performs the functions of the former Office of Program 
Coordination and the former Branch of Tribal Affairs and Relocation 
in the Division of Community Services. 

The Department indicated that none of these organization changes 
involve an appreciable change in the total number of employees. 


Territorial activities 

_ The net decrease of 631 employees engaged in Territorial activities 
is due to the transfer of the Alaska Road Commission to the Depart- 
ment of Commerce. This transfer was directed by Public Law 627 
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of the 84th Congress and was effected September 16, 1956. The Virgin 
Island public works program was also terminated. 


Bureau of Reclamation 


An increase in field activities and responsibilities resulted in a net 
increase of 652 positions. This was reported as due to modest in- 
creases in appropriations for a number of field programs. 

In the Office of the Commissioner there has been established an 
Office of Assistant to the Commissioner—Engineering, in lieu of the 
Division of General Engineering. This Office was established to per- 
mit increased emphasis on analysis of the resolution of special engi- 
neering problems. Minor changes in division titles have also been 
made to more accurately describe the functions being performed. 


Bonneville Power Administration 


The increase of 121 employees is due to adjustments in staff to meet 
increased workload or for the purpose of meeting increased or changed 
responsibility. 

As a result of realinement of functions, there was established a 
Branch of Land in the Division of Engineering. In the Division of 
Operations and Maintenance the Meter-Relay and Communication 
Districts were realined to improve systems maintenance. All adjust- 
ments and changes, except those to meet additional workload, have 
been made without increasing personnel. 


DEPARTMENT OF JUSTICE 


The Deputy Attorney General reported that the Attorney General's 
Order No. 137-56 created an Executive Office for United States Mar- 
shals as a part of the Office of the Deputy Attorney General. This 
Oflice is charged with the responsibility of providing general execu- 
tive assistance, direction and supervision to the Offices of United States 
Marshals and serves as liaison between the United States Marshals 
and other divisions and bureaus of the Department. 

Pursuant to the recommendations of the President’s Conference 
on Administrative Procedure and Recommendation No. 49 of the 
Commission on Organization of the Executive Branch of the elt ge 3 
ment, there has been established in the Office of Legal Counsel : 
Office of Administrative Procedures. ‘The Office is responsible for 
conducting studies of administrative procedures in al] Federal agen- 
cies operating under the Administrative Procedures Act and recom- 
mending uniform rules of practice and procedure. It will also pro- 
vide assistance to agencies in the formulation and improvement of 
their administrative procedures and will act as a source of informa- 
tion and advice to the Attorney General, other executive departments 
and agencies, the Congress and the public on these matters. 

Plans are bei ing made to implement Recommendation No. 6 of the 
C ommission on Organization of the Executive Branch of the Govern- 
ment through a reorganization of the Oxice of the Deputy Attorney 
General. It is proposed to establish the position of Assistant Deputy 
Attorney General for Litigation to coordinate the litigation fune- 
tions of the Department and an Assistant Deputy Attorney General 
for Legal Administration to coordinate functions of legal admin- 
istration. 
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Effective April 6, 1956, 21 former suboffices of the Immigration and 
Naturalization Service were redesignated as districts, thus bringing 
the total number of district offices to 32. Applications and petitions 
may be granted or denied by district directors whereas officers in 
charge of suboflices may grant but not deny such petitions and ap- 
plications. Therefore the formal designation of 32 districts as of 
April 6, 1956, compared with 11 districts theretofore had the effect of 
delegating authority to deny at 21 additional locations. This is in 
line with experience showing that by the delegation of basic opera- 
tional authority to more oflicers responsible for smaller areas the 
Immigration and Naturalization Service is able to give better service 
to applicants for authorizations and at the same time reduce backlogs 
through better utilization of manpower. 


POST OFFICE DEPARTMENT 


- Post Oflice Department, during the period from January 1 
1956, to January 1, 1957, reported an overall increase of 14,384 em- 
ployees For the 10-year period from January 1, 1947, to January 1, 
1957, there has been a total increase of 64,428 employ ees within the 
Department. 

The Deputy Postmaster General reported that the Department’s 
regionalization program was continued during the year and the last 
of 15 regional oflices activated, and the Washington headquarters staff 
was reduced by approximately 7 percent. Additional reorganiza- 
tions effected during 1956 were vanced as follows 


Office of Research and Engineering 

The Office of Research and Engineering was established July 1, 
1956, as an independent office reporting to the Postmaster General 
through the Deputy Postmaster General and as successor to the Office 
of Chief Industrial Engineer, Bureau of Post Office Operations. The 
change broadened the scope of the Department’s research and engi- 
neering service which is responsible for the improvement and moderni- 
zation of the operations of the constantly changing postal service. 
Bureau of the General Counsel 

This Bureau was established October 10, 1956, by order No. 56214, 
which also delegated to the General Counsel the authority, duties, and 


functions previously delegated to or assigned to the Solicitor for the 
Post Office Department. 


DEPARTMENT OF STATE 


The Assistant Secretary of State reported, on behalf of the Depart- 
ment, a net increase of 4,507 employees during the calendar year. In 
explanation of this increase, the following data was also submitted to 
the committee : 

Within its broad program of continuing management improvement, 
the Department of State reported that significant progress had been 
made during the calendar year 1956. ‘The need for a single document 
reflecting the current organizational structure of the Department and 
the alinement of functional responsibilities was met by the completion 
of a comprehensive revision of the Department’s organization manual. 

In accordance with the suggestions of the Secretary’s Public Com- 
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mittee on Personnel, the Department has implemented the recom- 
mended program of officer integration. As of December 31, 1956, a 
total of 1,255 officer candidates from the Foreign Service Staff Corps, 
the Foreign Serv’ce Reserve Corps, and the departmental civil service 
have been appoiz:ted as Foreign Service officers. In 1956, a total of 
422 candidates were integrated. The integration program was termi- 
nated as of August 1, 1956, although applications received as of that 
date are still being processed. 

During the calendar year 1956, the Department’s strengthened and 
intensified program of recruitment of junior Foreign Service oflicers 
resulted in the appointment of 279 Foreign Service officers of class 6 
(class 8). Asa result of the expansion of the Foreign Service class 
framework provided by Public Law 828, 84th Congress, those officers 
appointed after July 28, 1956, were designated as class 8 officers. The 
1956 college relations visitation campaigns resulted in a total of 12,595 
applications for the June and December Foreign Service examinations, 

The chart accompanying this report showing employment by or- 

anizational unit reflects the additional funds and positions authorized 
es Congress for the current fiscal year. 
Among the more significant organizational changes made in the 
Department in 1956 was the extensive realignment of the public affairs 
area. Two Deputy Assistant Secretary positions—one for Inter- 
national Information and Cultural Affairs, the other for Domestic 
Public Affairs—were established in the Office of the Assistant Secre- 
tary for Public Affairs. This effected a division of the heavy respon- 
sibilities formerly carried by the single Deputy Assistant Secretary 
for Public Affairs. 

The organizational framework of the International Educational 
Exchange Service underwent numerous changes in 1956. Five or- 
ganizational units were abolished or reconstituted, three abolished 
completely, and two new components established. In addition, the 
functions of each office in IES were realigned. 

In response to current world events, a new temporary position of 
Coordinator of Hungarian Refugee Policies and Activities was es- 
tablished in the Office of the Deputy Under Secretary for Adminis- 
tration. Also, the Assistant Secretary-Controller was assigned 
responsibility for coordinating and expediting action by the Depart- 
ment in support of the program of the United States Commis- 
sioner General, Brussels Universal and International Exhibition, 
1958. In addition, there was established in the Office of the Secre- 
tary the position of Special Assistant to the Secretary for East- 
West Exchanges. 

Other significant revisions in Department organization that have 
been made or were in process as of January 1, 1957, are: 

1. Three new offices were created in the Bureau of Near East- 
ern, South Asian, and African Affairs—the Office of the Deputy As- 
sistant Secretary for African Affairs, the Office of Northern African 
Affairs, and the Office of Southern African Affairs. The new units ab- 
sorbed the growing responsibilities of the former Office of Afri- 
can Affairs. 

2. The Office of Southeast Asian Affairs and the Office of South- 
west Pacific Affairs were established in the Bureau of Far East- 
~ Affairs to replace the Office of Philippine and Southeast Asian 

fairs 
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3. The Office of Refugee and Migration Affairs was established 
in the Bureau of Security and Consular Affairs. 

4. Two new units—a Financial Internal Audit Staff and a Man- 

ower Utilization Staff—were added to the Office of the Assistant 
Secretary-Controller. 

5. An advisory committee of scholars was established to assist 
with the publication of the Foreign Relations of the United States 
Series. 

6. A Career Development and Counseling Staff was established in 
the Office of the Deputy Assistant Secretary for Personnel. 

7. Two new offices—Inter-American Regional Political Affairs and 
Inter-American Regional Economic A ffairs—were created in the Bu- 
reau of Inter-American Affairs, replacing the Office of Regional 
American Affairs. 

8. There is in process a reorganization of the Foreign Service In- 
stitute to enable it more effectively to discharge its expanding 
responsibilities. 

9. During 1956 one consular agency was closed and another was 
opened; one consulate was reestablished. A liaison office was raised 
to the status of mission and, later in the year, was elevated to an 
embassy. A mission was established and a United States Repre- 
sentative Office changed to a consulate. One consulate general was 
opened to the public, 2 consulates and a legation were made con- 
sulates general, and 2 consulates general were elevated to the status 
of embassies. 


Passport office 

In its previous report, covering calendar year 1955, the committee 
stated that it had completed a program for the reorganization of the 
Passport Office (S. Rept. 1604, 84th Cong.). A new report on Prog- 
ress on Reorganization of the Passport Office, Department of State 
was released by the committee on February 25, 1957 (S. Rept. 113, 
85th Cong.). This report is a review of the progress made in the 
operations of the Passport Office since the reorganization program 
was completed, and under which the Office has now attained a current 
status of operation. 


International Cooperation Administration 

During the past year ICA reported that it had maintained a close 
and continuing review of program requirements and that many 
changes and refinements were made in both organization and proce- 
dures. The mutual security programs are inherently dynamic, but in 
an organizational sense operations were relatively stable and, with 
the exception of the Public Law 480 programs, no changes were made 
which resulted in “appreciable increases or decreases in personnel.” 
The changes which were made are summarized below. 

To cover ICA responsibilities under Public Law 480, the Agricul- 
tural Trade Development and Assistance Act of 1954 as amended 
(surplus agricultural products), 79 positions have been established in 
the headquarters offices of ICA having functional responsibilities un- 
der this program, or performing services related thereto, and 37 in 
overseas missions; a number of internal surveys resulted in reorgani- 
zation within the technical services area; and studies of other areas of 
ICA operations resulted in the following actions: 
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Industrial resources,—The Office of Industrial Resources was re- 
organized to establish three assistant directors. In the process, the 
Industrial Services Division, the Office of the Area Operations Chief 
for Europe, the Program Control Staff, and the Office of the Assistant 
for Program were abolished. 

Investment guaranty.—A survey was made of the investment guar- 
anty function which had been assigned to the immediate office of the 
Deputy Director for Technical Services. This survey indicated that 
this function would be more appropriately located in the office of the 
Assistant to the Director for Finance. ‘The transfer was made with 
no changes in total staffing. 

Contracting.—As a result of a study of the contracting function 
within ICA, a central office of Contract Relations was established to 
handle all ICA contracts with private business and universities. This 
ollice replaced a previous decentralized method of administering con- 
tracts. 

International education exchange coordination.—As a result of a 
recommendation of a consultant to the Department of State, a joint 
coordination staff was established between ICA and the Department 
of State reporting to a new Deputy Assistant Secretary for Interna- 
tional Information and Cultural Affairs. The purpose of this liaison 
staff is to coordinate the LES exchange program with ICA training 
activities. ICA has furnished three positions to this staff. 

Atomic energy.—The growth of the nuclear energy activities of the 
United States Government and the promotion of the atoms for peace 
program in the world has resulted in establishing the central respon- 
sibility for ICA nuclear activities in the Office of Industrial Resources 

with the creation of a Nuclear Energy Staff. 

Technical service administration.—A thorough study was made of 
the Immediate Office of the Deputy Director for Technical Services. 
As a result, it was fundamentally reorganized. A new Training De- 
velopment Staff was established and Methods Coordination Staff was 
abolished. A Trade Policy Staff was created and various other func- 
tions were regrouped. 

Public services.—As a result of a greater concern of ICA with civil 
police abroad, a Civil Police Administration Division was established 
in the Office of Public Services. 

Assignment Board.—To obtain better personnel utilization, to con- 
serve trained and experienced employees and over a period of time to 
reduce the volume of recruiting required, an advisory group (known 
as the Assignment Board) consis ting of representatives of the various 
offices of ICA/W concerned with the assistance of the Office of Per- 
sonnel was formed to make assignment recommendations to the Di- 
rector of Personnel. Such recommendations include the transfer of 
personnel from one mission to another, or reassignment to the same 
mission for an additional tour of duty, the rotation of overseas and 
Washington personnel, and the return of mission personnel to the 
United States for refresher training. 

Office of Africa and European Operations.—ICA has terminated 
during fiscal year 1956 its oflices in the Hague, Oslo, Copenhagen, 
and Brussels. It has closed its missions in Bonn, Vienna, and Paris 
(French Mission), and expects to terminate the missions in London 
and Rome by June 30,1957. All ICA employees have been withdrawn 
from the Hague, Copenh: igen, Oslo, and Brussels and the two remain- 
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ing American employees in Portugal are scheduled to be withdrawn 
by February 28, 1957. Residual ICA staffs attached to the Embas- 
sles remain in Bonn, Vienna, and Paris to carry out and ultimately 
terminate the residual ICA functions in those countries. It is planned 
to further reduce these staffs during fiscal year 1957 as well as to 
reduce staffs in London and Rome to a residual level since these mis- 
sions are scheduled to be abolished by June 30, 1957. 

A regional controller’s office has been set up in Paris to take respon- 
sibility for the orderly liquidation of fiscal responsibilities of mis- 
sions and offices that have been closed in order to accelerate the final 
liquidation process. 

During the 10-month period from January 1, 1956, through Octo- 
ber 31, 1956, staffs in Europe of United States nationals was ; reduced 
from 258 to 174. 

Effective October 8, 1956, two ICA regional offices were abolished 
(the Office of Near East, South Asia, and Africa Operations and the 
Office of European Operations), and replaced by the Office of Near 
East and South Asia Operations and the Office of African and Euro- 
pean Operations. 

Present ICA plans call for the establishment of new missions in 
Tunisia and Morocco to carry out the programs of development as- 
sistance and technical cooper ation anticipated for these two countries. 
It is expected that organization and staffing in the new missions would 
generally parallel arrangements that now exist in the other African 
missions. 

Congressional presentation.—To assist in the presentation of the 
mutual security program to the Congress, the Office of Assistant Di- 
rector for Congressional Presentation was established in the immediate 
office of the Director for International Cooperation, 


DEPARTMENT OF THE TREASURY 


The Department submitted detailed explanations of changes in 
personnel, which resulted in an increase of 106 employees, and organi- 
zations effected during 1956, by major components, as follows: 


Bureau of Accounts 


Although no major organizational changes were reported by the 
Bureau, minor changes were made at the branch and section level as 
a result of various projects initiated under the management improve- 
ment program, During the fiscal year 1956, savings in the Bureau 
from the management improvement program were reported to total 
$614,539. 

The number of employees on the payroll as of January 1, 1957, as 
reported, is not representative of the requirements of the Bureau. 
During the period January through June 1957, the Division of Dis- 
hursement will process checks for two seasonal programs, that is, 
income-tax refunds and agricultural benefit payments. To handle 
this work, the present payroll of 1,875 employees for the Division will 
be increased to a peak of 2,117 employees during that period. The 
average number of employees in the Division for the fiscal year 1957 
will amount to 1,950. 

As of January 1, 1957, the total employment for the Bureau 
amounted to 2,237, including 82 temporary and part-time employees 
engaged in temporary work resulting from the Social Security Amend- 
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ments Act of 1956. The greater part of this temporary work will be 
completed by the end of January 1957. Had this temporary work not 
occurred, the regular personnel of the Bureau would have been 2,155 
as of January 1, 1957, as compared with 2,204 on January 1, 1956, a 
reduction of 49 employees. 

While the regular number of employees was reduced in excess of 
2 percent during the calendar year 1956, the monthly volume of work 
increased 5 percent during the same period. This was accomplished 
through the Bureau’s management-improvement program, such as: 
(a) simplification of administr: ative, procurement, and personnel 
procedures; () streamlining of accounting, auditing, payment, and 
bond procedures; (¢) improv ‘ements in mechanical processes ; (d) con- 
servation of equipment, materials, services, etc.; and (¢) miscellaneous 
and continuing management-improvement projects. 


Bureau of the ae Debt 


The increase of 72 in personnel in the Office of the Commissioner 
is the result of 2 reorganizations wherein the personnel and the duties 
performed in the Mechanical Maintenance Unit and the Destruction 
Committee, formerly in the Division of Loans and Currency, were 
transferred into that office. 

In addition to the foregoing, other reductions in personnel in the 
Division of Loans and Currency and reductions in the Division of 
Public Debt Accounts and Audit and the Division of Retired Securities 
are the result of normal retirements. It is expected that these vacan- 
cies will remain unfilled because of improvements in methods and 
procedures and reductions in work volume in some areas. 

The increase of personnel in the Chicago Departmental Office re- 
sulted primarily from the resumption of an operation, the numerical 
sorting and filming of original registration stubs, in the Registration 
Section of that Office. 

The only major organizational change involved the establishment of 
the Division of Retired Securities. In this change, the functions of 
the Register of the Treasury and the Office of the Register of the 
Treasury were transferred to the Commissioner of the Public Debt by 
Treasury Department Order No. 177-10, dated May 9, 1956. The Divi- 
sion of Retired Securities was established by Public Debt Memoran- 
dum No. 239, dated May 15, 1956. The functions, employees, property, 
etc., of the former Register of the Treasury were transferred to the 
new Division of Retired Securities. Each of the regional offices of the 
Register of the Treasury were renamed Savings Bond Audit Branch, 
Division of Retired Securities. 

United States Savings Bonds Division 

During calendar year 1956 the United States Savings Bonds Divi- 
sion attempted to increase the effectiveness of its field organization 
through better manpower utilization. Staffs of its six regional offices 
were strengthened oy the addition of regional advertising and pro- 
motion representatives responsible for serving all States within their 
respective regions rather than only the State offices in which they were 
formerly located. In addition, as part of a continuing study of geo- 
graphical areas within States to which field personnel are assigned, 
the relocation of certain branch offices resulted in more effective cover- 
age within available travel funds as well as being able to absorb the 
extra work created by several vacancies. 
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The minor fluctuations in personnel assigned by organizational sub- 
divisions are accounted for mainly by the vacating or filling of estab- 
lished positions. Total personnel on an overall basis decreased during 
calendar year 1956 by approximately 3 percent. 

Office of the Treasurer, United States 

There are several factors which resulted in a reduction in personnel 
on the rolls of this Office from 1,057 on January 1, 1956, to 916 on 
January 1, 1957, a net decrease of 141. The only organizational change 
in the Office of the Treasurer during the calendar year 1956 which 
would effect a change on the committee’s chart involves the expansion 
of the check payment activity to include provision for the reconcilia- 
tion function previously performed by the General Accounting Office. 
Further details on this change as well as other factors affecting the 
change in employee requirements in the various organizational entities 
of this Office during the past calendar year are as follows: 

1. After approval of recommendations made by a committee repre- 
senting the Treasury Department, the General Accounting Office, and 
the Bureau of the Budget, a new procedure is in the process of adop- 
tion where check payment and reconciliation operations, which have 
been divided between the Check Payment Division of the Treasurer’s 
Office and the Reconciliation Branch of the General Accounting 
Office, are being converted into an integrated electronic function in 
a newly organized Check Payment and Reconciliation Division in 
the Treasurer’s Office. It was reported that the personnel office was 
successful in selecting personnel for training on the programing and 
operation of the electronic data processing equipment, and also con- 
ducted an intensive employee placement program to assist employees 
whose services would no longer be needed under the new program. 

2. The function of issuing United States savings bonds, except 
over-the-counter sales for cash, has been transferred from the Cash 
Division to a larger existing organizational unit in the Securities Di- 
vision performing a related operation. The Securities Division now 
issues savings bonds on the payroll savings plan and on mail orders, 
as well as savings bonds on reissue transactions, thereby eliminating 
a duplication of savings bond stock records and providing a more 
economical method of operation. Personnel engaged in the operation 
were also transferred. 

A fiscal agency has been established in the Securities Division to 
conduct and report public debt transactions for the local area in es- 
sentially the same manner as the fiscal agency department of a Fed- 
eral Reserve bank. 

3. In the General Accounts Division, the Depositary and Transit 
Branches were combined into one branch. This consolidated in one 
area all work relating to the Treasurer’s balances with depositary 
banks. 

4. ‘The personnel of the Currency Redemption Division shows a 
slight increase over last year’s report due to the necessity of assignin 
additional employees to bring to a current basis the redemption o 
Federal Reserve currency, which operation is performed on a reim- 
bursable basis. 

Bureau of Customs 


There were no significant organizational changes in this Bureau 
during calendar year 1956. The number of customs districts was in- 
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creased from 46 to 47 in accordance with section 7, Public Law 729 
84th Congress, approved August 2, 1956, which established the State 
of New Mexico as a customs collection district. Special baggage and 
mail examination operations are being performed for the Department 
of Agriculture in the fiscal year 1957, as authorized by the Agriculture 
Appropriation Act, 1957. 

The increase in total employ ment from 8.020 to 8.230 was due almost 
exclusively to the expansion of the export control program to intensify 
the examination of export documents, and to initiating the agriculture 
program which provided for making a complete ex xamination of in- 
coming passengers’ baggage, and increased inspection of incoming 
foreign mail for agricultural qu: wantine purposes. 

Customs workload continued to increase in 1956. Formal entries 
were well over the million mark, an increase over 1955 of 10.8 percent. 
There were nearly 129 million persons arriving from foreign coun- 
tries, over 8 million more than arrived in 1955. Carriers entering 
the United States increased almost 214 million, an increase over 1955 
of 7.6 percent. Packages examined by appraisers’ personnel were 
almost 11 percent in excess of those examined in 1955, and invoices 
received increased 6.2 percent over 1955. Customs collections in- 
creased considerably over 1955, reaching a total of more than $983 
million. The cost of collecting $100 was only $4.48, which was 27 cents 
less than the cost of collecting $100 in 1955. 

These increases were accomplished with no appreciable increase in 
customs personnel and were made possible by the continuation of the 
management-improvement program throughout the service. 

sep hep management improvements included: 

_ An intensive program to extend, as far as feasible, the examina- 
tied of merchandise at the place of arrival, and the examination by 
sample. 

2. The extended use of documentary controls over merchandise in 
customs custody, particularly the use of carriers’ records to account 
for imported merchandise and merchandise being exported under cus- 
toms bond. 

The adoption of spot check procedures for vessel manifests in 
verifying the disposition of cargoes. 

4, Improved and extended use of informal entries and permitted 
customs brokers to prepare their own informal entries. 

Eliminated all invoice requirements for oil imported by pipeline 
or a bulk. 

6. Eliminated all remaining customs requirements for consular cer- 
tifications of commercial significance. 

Eliminated sealing of rail cars containing domestic merchandise 
moving in transit through Canada between the Niagara frontier and 
Detroit and Port Huron, Mich. 

Adoption of a simplified passengers’ baggage declaration. 

9. Segregation of airmail parcels arriving from abroad at the air- 
ports of arrival rather than at the downtown offices. 

10. Permitted the simultaneous entrance and clearance of vessels 
whenever practical. 

11. Delegations of authority to collectors of customs to approve 
ro rates in certain circumstances. 

. Delegations extending the authority of collectors of customs to 
“ on many additional pen: alty cases. 
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Internal Revenue Service 

Employment as of January 1, 1957, was 152 more than on January 1, 
1956. This increase is attributable to a combination of factors which 
include expansion of the International Operations Division and other 
changes in program emphasis. 

Organization changes during the year include the transfer of the 
International Operations Division from the Baltimore district to the 
national office and the establishment of a third service center at Ogden, 
Utah, to service the western United States area. In the national 
oflice, changes include the delegation to the Assistant Commissioner, 
Operation, of certain functions vested in the Commissioner with re- 
spect to management of field operations; the assumption by the Com- 
missioner of direct supervision of certain functions previously under 
the jurisdiction of the Assistant Commissioner, Administration ; abol- 
ishment of the Office of Assistant Commissioner, Administration, 
upon establishment of the Office of Administrative Assistant to the 
Commissioner with responsibility for personnel, training, and oper- 
ating facilities; and the abolishment of the Office of Assistant Com- 
missioner, Planning, upon establishment of the Office of Assistant to 
the Commissioner with responsibility for the advance research and 
program and management planning activities of the Service. 

Bureau of Narcotics 

During calendar year 1956, the internal audit program was strength- 
ened by establishing a checklist system and providing more adequate 
guidelines for use by internal audit personnel during the review of 
the comprehensive phases of the administrative and enforcement 
activities which will furnish more useful information to management. 

In April 1956, primary responsibility for maintaining personal 
property records was subdelegated to the field offices for all Bureau- 
owned property under their jurisdiction providing more accurate rec- 
ords and a perpetual inventory control system. 

Under provisions of the Narcotic Control Act of 1956, the Bureau 
organized and now maintains in the Office of the Commissioner (1) a 
Division of Statistics and Records which will catalog and file informa- 
tion concerning narcotic addiction and related violations and will 
furnish this information to Federal, State, and local authorities for 
their official use, and (2) a Federal Bureau of Narcotics Training 
School to lend additional assistance to State and local governments 
by training personnel selected by these agencies to undergo training 
in skills and techniques of enforcing narcotic laws at local levels. 
Classes are held each month, with the first course beginning in October 
1956. 

Bureau of Engraving and Printing 

Two changes were made in the Bureau’s organization during calen- 
dar year 1956. 

Effective April 30, the Office of Production Services and the Office 
of Plant Security Control were abolished and their functions, with one 
exception, assigned to a newly established Office of Industrial Services. 
The internal audit function, formerly performed by the Office of Plant 
Security Control, was placed under the jurisdiction of the Assistant 
to the Director. 

_ Later, on October 31, 1956, the audit function was constituted as an 
independent staff unit responsible to the Director of the Bureau. 
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There is a net decrease of 56 employees from January 1, 1956, to 
January 1, 1957, even though 14 additional employees are on the rolls 
of the guard force as a result of the Bureau’s effort to improve security 
controls. This overall decrease in employment is largely due to operat- 
ing improvements and a decrease in the currency requirements for 
fiscal year 1956. 


United States Secret Service 

During the calendar year 1956, the employment of the Secret Service 
was increased by a net total of four persons. The net total of 4 repre- 
sents an increase of 9 agents for investigation of bond and check 
forgery cases under the jurisdiction of the Secret Service and a de- 
crease of 2 guards on the Treasury guard force and 3 police on the 
White House police force. 

As the result of the increase of agents, the backlog of pending cases 
was reduced from 16,916 on January 1, 1956, to 14,064 on January 1, 
1957. ee. 

In 1956, regional inspectors made regular and thorough inspections 
of all Secret Service field offices, reviewed pending cases, conferred 
with all personnel, and inspected office and motor vehicle equipment. 
The policy established in 1955 of bringing the special agents in charge 
of the field offices to Washington, D. C., for the purpose of discussing 
fiscal, personnel, management, and investigative problems and methods 
of improving the operations was continued. 


Bureau of the Mint 

The demand for coins has been very heavy during the past year, 
and coins have been requisitioned from the mints in greatly increased 
quantities. The demand for foreign coins and for proof coins, which 
are produced on a reimbursable basis, has also increased substantially. 
The majority of the increase of 78 in personnel has resulted from the 
increase in reimbursable work. 

The major improvement program now receiving attention is the 
Philadelphia modernization program. An expanded program is 
planned for philadelphia for fiscal 1958 with the more efficient equip- 
ment which is now being installed at that mint. 

No major organizational changes are contemplated during 1957. 
However, continuing emphasis will be given to improvements in 
organization and operations as a part of the continuing management 
improvement program. 

United States Coast Guard 

Coast Guard yard.—Since the Coast Guard yard at Curtis Bay, Md., 
is an industrial activity, the per diem labor and mechanical force 
varies with the workload. Because of decreased boat construction at 
the yard, employment decreased over the last few months of 1956. 


O fice of Production and Defense Lending 


Employment in the Office of Production and Defense Lending was 
reduced by about one-third during the calendar year 1956. The de- 
cline of 87 in employment is the result of the reduction-in-force pro- 
gram accompanying the liquidation activities of this Office. 

In Executive Order 10678, the Federal Facilities Corporation was 
designated as successor to the Rubber Producing Facilities Disposal 
Commission. The order was effective September 24, 1956, with the 
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termination of the Commission’s existence, and provided for the Fed- 
eral Facilities Corporation to administer all matters involving the 
Commission, including the continuing provisions of the contracts of 
sale and lease entered into in the disposal of the Government-owned 
synthetic rubber facilities, 


ORGANIZATION AND PERSONNEL CHANGES IN INDEPENDENT AGENCIES 


The following reorganizations, changes in the administration of the 
Federal programs, ¢ and major increases or decreases in personnel dur- 
ing calendar year 1956 were reported by the indicated agency: 


ATOMIC ENERGY COMMISSION 


Increases in personnel totaling 439 were reported by the Commis- 
sion during 1956. Increases occurred in the Divisions of Civilian 
Application, Reactor Dev elopment, Biology and Medicine, and Inter- 
national Affairs, totaling 17, 38, 30, and 40, respectively. 

This growth reflects the Atomic E nergy Commission’s increased 
emphasis on the peaceful uses of atomic energy. Programs (1) to aid 
the emergence of a flourishing, competitive, safe participation by 
private concerns and persons in the development and use of atomic 
energy, and (2) to provide aid to and exchange of information with 
foreign countries, subject to national security “considerations, are the 
means for w orking toward these goals. 

An Office of Special Projects has been added to the Commission 
with responsibility for assistance regarding disarmament and such 
other special projects as may be assigned in the international nuclear 
program, and the Office of Operetions Analysis was redesignated the 
Office of Operations Analysis and Planning after responsibility was 
added to this Office for analyzing and coordinating long-range plans. 

The former Santa Fe Operations Office has been named the Albu- 
querque Operations Office. 


UNITED STATES CIVIL SERVICE COMMISSION 


The Chairman reported that, during the year, the Commission in- 
creased its employees by a total of 500, which was largely due to the 
recruitment of additional investigative personnel in the regional 
offices, to carry on the reimbursable investigations program. 


EXPORT-IMPORT BANK OF WASHINGTON 


The president of the bank reported that the increase of 11 in per- 
sonnel over last year is due to the bank’s more extensive exporter credit 
program in line with the wishes of the Senate Banking and Currency 
Committee. 

FARM CREDIT ADMINISTRATION 


The Farm Credit Act of 1956 (Public Law 809, 84th Cong., ap- 
proved July 26, 1956) merged the production credit corporation in 
each of the 12 Farm Credit districts into the Federal intermediate 
credit bank of the district, and required the purchase of some of the 
stock of each bank by the production credit associations in the district. 
Consequently, the 12 Federal intermediate credit banks have been 
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listed with the “other” corporations supervised by the Farm Credit 
Administration, and the total of 459 employees reported as of Janu- 
ary 1, 1956, are not included on the present chart as they have been 
heretofore. 


FEDERAL COMMUNICATIONS COMMISSION 


Organizational changes reported by the Chairman of the Commis- 
sion during 1956 consisted of— 

Abolition of all regional offices. District offices now report directly 
to the Field Engineering and Monitoring Bureau in Washington, 
D. C. 

A Domestic Radio Facilities Division was established in the Com- 
mon Carrier Bureau to regulate the industries in this field. This was 
necessitated by the rapid growth in domestic common carrier radio 
services. 

In the Broadcast Bureau the Hearing Division was abolished and 
its functions were absorbed by the other divisions of the Bureau. 

In the Safety and Special Radio Services Bureau the Industry and 
Commerce Division was divided into a Land Transportation Division 
and an Industrial Division. This was made necessary by the increase 
in workload in this area. The Authorization Analysis Division was 
abolished and its functions were absorbed by the other divisions of the 
Bureau. 

FEDERAL HOME LOAN BANK BOARD 


During the calendar year 1956, total employees of the Federal Home 
Loan Bank Board (including the Federal Savings and Loan Insur- 
ance Corporation) rose from 627 to 698, an increase of 71. The in- 
crease was principally in the Division of Examinations. The 
Board’s program for the examination of insured savings and loan 
associations provides intervals of examinations at approximately 12 
months. With the increased staff, the Division of Examinations has 
made marked progress toward this goal, the present interval being 
approximately 1214 months. 


FEDERAL POWER COMMISSION 


In April 1956, the Commission established an Office of Special As- 
sistants to the Commission, responsible for furnishing assistance to 
the Commission, and to individual Commissioners, in the preparation 
of opinions, orders, and other documents, and in the analysis of excep- 
tions to decisions and the summarization of facts and issues. 


FEDERAL TRADE COMMISSION 


For fiscal year 1957, the Congress substantially increased the Com- 
mission’s appropriations for work in connection with the prevention 
of mergers and acquisitions where the effect may be substantially 
to lessen competition or to tend to create a monopoly. Most of the 
resultant 111 additions to the Commission’s staff have been in the 
Bureau of Investigation. A new branch office was established on July 
1, 1956, in Kansas Ci ity, Mo., and one will be set up in Atlanta, Ga., on 
February 1, 1957. Functions involving economic an: ilyses of the ef- 
fect on competition of mergers and acquisitions, compilations of data, 
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and furnishing of expert economic evidence have been transferred to 
this Bureau from the Bureau of Economics. 

Some increase has also been made in the Bureau of Litigation, for 
the trial of merger and other cases before the Commission. In the 
Bureau of Economics, the economic reports program has been acceler- 
ated. The base for quarterly financial reports of manufacturing cor- 
porations has been broadened, and many corporations not previously 
reporting have been included. 


FOREIGN CLAIMS SETTLEMENT COMMISSION 


Assigned functions under Public Law 615, 883d Congress covering 
Korean claims operations were completed by the statutory deadline 
of August 20, 1956. Claims programs covering sequestered accounts, 
civilian internees previously excluded, American prisoners of war 
serving in Allied forces, and merchant seamen authorized by Public 
Law 744, 83d Congress were also completed by the statutory deadline 
of August 31, 1956. 

Accordingly, the Prisoner of War, Sequestered Account, and Civil- 
ian Internee Divisions have been abolished. Liquidation functions 
thereunder and prior authorizations have been merged with the spe- 
cial task force into the General Claims Division. 

The closing out of these programs, decreasing personnel, was offset 
by increases in personnel required for the international claims pro- 
gram authorized by Public Law 285, 84th Congress, wherein claims 
of United States nationals against the Soviet Union, Italy, Bulgaria, 
Hungary, and Rumania will be settled for property and other losses 
suffered as a result of war damages, nationalization, and default on 
governmental debts. 

Public Law 997, approved August 6, 1956, authorizes the Foreign 
Claims Settlement Commission to review and settle claims of religious 
organizations and personnel arising in the Philippine Islands. Funce- 
tions under this program will be administered by the General Claims 
Division along with other miscellaneous functions such as claims re- 
ceived without statutory authorizations, liquidation of prior claims 
programs, and distribution of awards reserved for payment. 

Public Law 997 claims will be completed during calendar year 1958. 
Additional personnel will be required during calendar year 1957 for 
Public Law 285 and Public Law 977 operations and to replace losses 
due to attrition. 


GENERAL SERVICES ADMINISTRATION 


The Administrator reported that, during 1956, a total of 1,209 
employees had been added to carry out the revised program of the 
Administration. 

In June 1956 a survey of the organization and management of the 
General Services Administration, contracted for by the Bureau of the 
Budget, was completed. The report submitted by the survey firm 
recommended a complete reorganization of GSA which the Admin- 
istrator reports is well under way. 

The following important steps have already been taken during the 
latter part of 1956: 

1. At the staff level two Assistant Administrator positions were 
established—one for Planning and one for Administration. The 
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Offices of Management, Public Information and Reports, and Com- 
pliance and Security were disestablished and their former components 
were transferred to the appropriate Assistant Administrator. New 
organizational units added to the Office of the Assistant Administrator 
for Planning are: Office of Organization Policy; the Planning and 
Evaluation Division; the Office of Agency Services Coordination ; the 
Agency Services Division; and the Relocation Planning Division; 

2. In the Public Buildings Service 15 operating divisions have been 
placed under the jurisdiction of 4 new Assistant Commissioners; 

3. The National Archives and Records Service has two new Assist- 
ant Archivists with 10 divisions reporting to them (the Franklin D. 
Roosevelt Library and the Federal Register Division continue to 
report directly to the Archivist of the United States) ; 

4. The Federal Supply Service has 8 operating divisions under the 
jurisdiction of 3 Assistant Commissioners; 

5. The Emergency Procurement Service was redesignated the De- 
fense Materials Service, with 9 operating divisions reporting to 2 
new Assistant Commissioners; and 

6. In the Transportation and Public Utilities Service four divisions 
report to the Assistant Commissioner for Transportation. (The Pub- 
lic Utilities Division continues to report directly to the Commissioner.) 

In addition to the internal adjustments made within each service, 
the following four interservice transfers of functions were made: 

1. Procurement for the International Cooperation Administration 
and other foreign assistance programs was transferred from the 
former Emergency Procurement Service to the Federal Supply 
Service; 

2. Inspection of materials for the national stockpiles was transferred 
from the Federal Supply Service to the Defense Materials Service ; 

3. Administrative control of the Tokyo field office was transferred 
from the former Emergency Procurement Service to the Federal Sup- 
ply Service; and 

4. Responsibility for the national industrial equipment reserve and 
the Defense Production Administration machine tool programs was 
transferred from the Public Buildings Service to the Defense Materi- 
als Service. 

HOUSING AND HOME FINANCE AGENCY 


The Acting Administrator reported that despite the addition of 
new programs and the expansion and liberalization of existing pro- 
grams during the past 3 years, the staffing trend for the Agency as a 
whole has continued downward. The accelerating disposition of di- 
rectly operated war and emergency housing by the Public Housing 
Administration was reflected in a sharp reduction in personnel for that 
constituent. In the Federal Housing Administration, the decrease 
in volume of applications for mortgage insurance and the installation 
of various management improvements brought employment down by 
nearly 100 from last year’s figure. On the other hand, increased 
workloads in the programs of the Community Facilities Administra- 
tion and the Urban Renewal Administration resulted in additional 
employment in those constituents and in the field offices of the Office 
of the Administrator, where the field operations for their programs are 
carried out. Likewise, increased field activity in the operations of the 
Federal National Mortgage Association resulted in an increase in field 





ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 49 


staff. Nevertheless, the total of reductions in PHA and FHA ex- 
ceeded by far the increase in the other constituents, and the HHFA 
ended the year with 364 fewer employees than 1 year ago. 

Early in 1956, the President issued Executive Order 10657 which 
vested in the Housing and Home Finance Administrator responsibil- 
ity for the disposition of AEC residential and related properties at 
the Government-owned communities of Oak Ridge, Tenn. and Rich- 
land, Wash. Operations under this program began in March with the 
establishment of a community disposition staff (AEC properties) in 
the Office of the Administrator. By the end of the year the disposition 
program was developing rapidly, and the staff then numbered 58 peo- 
ple—5 in the central office and the balance at sales offices in the 2 
communities, 

Under the Federal Flood Insurance Act of 1956, the Administrator 
was given responsibility for administering a new program of flood 
insurance, reinsurance, and loan contracts. Accordingly, toward the 
latter part of the year he established the Federal Flood Indemnity 
Administration as a constituent unit of the Agency. By the end of 
the year the FFIA had a staff of 13 engaged in planning for the new 
program. 

The Housing Act of 1956 broadened and liberalized further the 
FHA mortgage-insurance programs, the secondary market operations 
of the Federal National Mortgage Association, and the related pro- 
grams concerned with urban renewal and the provision of low-rent 
and low-cost housing. It also authorized the establishment of a new 
program of housing research to provide data on the Nation’s housing 
inventory and housing needs. 





Organization and manpower utilization 


Surveys of organization and manpower utilization continued 
throughout the Agency during the entire year, and numerous im- 
provements and savings were reported. Following are some of the 
more significant organizational changes made within the Agency 
during 1956: 

Office of the Administrator—Staff units in the Division of Plans 
and Programs were realined to provide more effective staff assistance 
to the Administrator in connection with his increased program respon- 
sibilities. 

Urban Renewal Administration.—A reorganization in the Urban 
Renewal Administration resulted in the abolition of two branches 
and general realinement of the organization to facilitate coordination 
in administrative and program operations, strengthen the function of 
analysis and evaluation of program effectiveness and progress, and 
give more emphasis to the urban planning assistance activity. 

Federal Housing Administration—During 1956 the management 
improvement function was transferred from the Budget Division to 
a newly established Management Engineering Division. Also, the 
Home Mortgage and Multifamily Housing Divisions were abolished 
and their functions consolidated in a Mortgage Insurance Division. 

Public Housing Administration—During 1956 there was an exten- 
sive realinement of functions and organizational units within PHA. 
The Programs Division and Operations Division were abolished, and 
most of their functions distributed between the newly established De- 
velopment and Management Divisions, each headed by an Assistant 
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Commissioner. Mortgage servicing activities, including related in- 
surance functions, were transferred from the Programs Division to 
the Administration Division, and the Production and Document Con- 
trol Branch of the Operations Division was also transferred to the 
Administration Division. 

The Labor Relations Branch was eliminated and its functions and 
staff distributed between a new special assistant to the Commissioner 
(Labor Relations) and the Regional Labor Relations Sections. A 
special assistant to the Commissioner (Defense Planning) was also 
established. A Legislation Branch was established in the Legal Divi- 
sion. 

In the Administration Division, the Audit Branch and the Property 
and Services Branch were eliminated. Internal audit functions were 
taken over by the Administrative Planning Branch (which was re- 
named) ; responsibility for auditing local authorities and directly 
operated projects was decentralized ‘to the regional offices; and field 
accounting was consolidated with project auditing. Office services 
functions were given to a new Office Services Branch, and in both the 
central office and regional offices nonadministrative personal-property 
functions were assigned to Project Fiscal Management. 

During the year the seven field offices were redesignated regional 
offices. Jurisdictional boundaries were shifted to “conform more 
closely to the HHFA regional boundaries; Kansas and Missouri were 
transferred from the Chic: igo to the Fort Worth regional office and 
Pennsylvania was transferred from the New York to the W ashington 
regional office. 

INTERSTATE COMMERCE COMMISSION 


The Chairman reported that the program to realine and strengthen 
the Commission’s organization and operations, in line with recom- 
mendations made by the Wolf Management Engineering Co., con- 
tinued throughout the year, and that during the ensuing year the 
Commission will continue to make organizational changes and needed 
management improvements to further strengthen its operations. 

Three important organizational changes were effected during the 

ast year at the Commission’s central office and two in the field organ- 
ization, as follows: 

1. In the Bureau of Motor Carriers, a Section of Operating Rights 
was established as a result of consolidating two sections of the Bureau 
formerly known as the Section of Complaints and the Section of 
Certificates. The purpose of the consolidation, which became effec- 
tive April 23, 1956, was to achieve a closer coordination of related 
work processes, pr incipally in the area of temporary authority appli- 

cations associated with permanent authority cases, and to achieve 
personnel economies in recordkeeping, adjudicating, and associated 
clerical processes. 

2. Simultaneous with the organizational consolidation described 
above, the docket files and chaindex records maintained by the Section 
of Certificates, Bureau of Motor Carriers, and the function of serving 
orders and certificates, which was performed by that office also, were 
transferred to the Section of Dockets, Office of the Secretary. One of 
the objectives of this consolidation was to achieve speedier service of 
the orders with increased personnel economy. Another objective was 
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to house all dockets in one area for more efficient handling, conserva- 
tion of space and greater public convenience. This consolidation in- 
volved the relocation of 9,000 cubic feet of records, which together 
with the movement of : associated records, represents the relocation of 
over 10 percent of the Commission’s entire records holdings. Also, 
the 2 organizational changes described above involved relocating over 
910 employees, representing more than 10 percent of the Commission’s 
entire staff, to more convenient working space. 

3. Effective July 23, 1956, a Statistics Branch was established in the 
Section of Safety, Bureau of Motor Carriers. The es of its 
creation was to provide a more efficient means of developing current 
statistics on accident causes, extent of compliance with the Interstate 
Commerce Commission’s safety regulations, safety conditions in motor 
——— and other factors bearing on motor carrier safety. 

[ffective April 1, 1956, Interstate Commerce Commission region 
No. 14, which ine luded the States of Montana, Utah, and Idaho, \ was 
abolished. ‘he territorial boundaries of regions 13 and 15 were 
realined as follows to include the activities and area formerly under 
the jurisdiction of region No. 14: 








Region No. | Headquarters Territory 
oe SS |- ES 
PE tbabubiknibedaendas ae OOOH OM sc xckuSacicacddentedesh Montana, Wyoming, Utah, Colorado, 
| New Mexico. 
ead psiaamaminneeied | Salt Lake City, Utah................. Not active. 
Pi thicksichenbanncminenn’ PURGII, GOEL. ds cccicdccccennesdesan Washington, Oregon, Idaho. 


Simultaneous with the above re: ilinement of territories, the regional 
office and the Bureau of Motor Carriers district office located at Salt 
Lake City, Utah, = ere merged with Interstate Commerce Commission 
offices at Denver, Colo. This consolidation was made to provide more 
efficient administration and the : approximate annual savings of $25,000 
resulting therefrom was used to provide additional staff in other areas 
to re ngthen the motor c: ” rier program. 

The San Francisco, Calif., and Portland, Oreg., field offices of 
the Bureau of Water Carriers and Freight Forwarders were merged 
effective July 2, 1956. This combining of offices achieved a savings 
of $6,390 annually, without impairment of services, and permitted 
the strengthening of other programs having higher priority. 

The Commission also reported that during the calendar year 1956, 
the number of employees increased by 189. Funds for the additional 
employees were appropriated primarily to strengthen the Commis- 
sion’s ability to obtain more adequate compliance with the provisions 
of the Interstate Commerce Act relating to the regulation of motor 
carriers, including safety of operation: to increase the disposition of 
formal proceedings in rate and operating authority cases: and to en- 
force compliance with car-service regulations designed to increase the 
utilization of railroad rolling equipment. 


NATIONAL LABOR RELATIONS BOARD 


The Chairman of the Board reported that during 1956, the Wash- 
ington office of the Division of Operations was reorganized into three 


principal subdivisions: the Washington Branch, the Field Branch, 
and the Administrative Branch. 


25001°—58 SS. KRept., 85-1, vol. 1—~- 61 
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The Washington Branch includes the Appeals Section, which inde- 
pendently analyzes, reviews, and recommends appropriate disposition 
of appeals to the General Counsel from regional directors’ dismissal 
of charges of unfair labor practices; the Advise Section, which proc- 
esses requests for advice from regional offices; and the Case Review 
Section, which conducts analyses and evaluation of all phases of field 
office case-handling activities and performs back-pay analyses. 

The Field Branch directs and coordinates field office liaison, inspec- 
tion, review, and advisory activities of the Division. 

The Administrative Branch, which includes the Administrative 
Section, the Affidavit Compliance and Election Section, and the Pro- 
cedures Section, directs and coordinates the administrative manage- 
ment operations of all regional and subregional offices and of the 
Washington office of the Division; handles compliance with section 9 
(f), (g), and (h) of the act, and coordinates election activities in the 
field. 

The new organization is reported to have afforded more effective 
supervision over and closer touch with field offices. 

A new office, designated as the 12th regional office, Tampa, Fla., 
went into operation on January 2, 1957. This office was created for 
the purpose of providing better facilities and more accessible services 
in accordance with the heavy demands of the Florida area. Case fil- 
ings and resultant investigations and hearings in this area have in- 
creased steadily to a point where coverage from the 10th regional 
office, Atlanta, Ga., is no longer adequate or economical. The staff 
of the new office will consist of approximately 20 employees who will 
be appointed, for the most part, by transfer from other field offices 
and the Washington office of the Board. 


NATIONAL SCIENCE FOUNDATION 


The Director reported that on April 3, 1956, the President estab- 
lished the National Committee for the Development of Scientists and 
Engineers, directing the National Science Foundation to provide nec- 
essary staff services. Foundation personnel assigned to this Com- 
mittee and to the Interdepartmental Committee on Scientific Research 
and Development are shown separately on the chart. 


PANAMA CANAL COMPANY 


The Panama Canal Company reported a reduction of 874 employees 
during 1956. The Community Services Bureau and the Supply Bu- 
reau were consolidated into one unit and renamed the Supply and 
Employee Service Bureau. The new bureau absorbed the Service 
Center Division, and the Housing and Grounds Division, which was 
created through the consolidation of the Grounds Maintenance Divi- 
sion with the Housing Division. 

It was also reported that organization changes within the Supply 
and Employee Service Bureau will be effected during the year through 
consolidation of divisions within the Bureau, and that reorganization 
of the New York office and other changes anticipated during the 
calendar year are expected to result in a more eflicient operation. 
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SECURITIES AND EXCHANGE COMMISSION 


In reporting on the work of the Securities and Exchange Com- 
mission during 1956, the Chairman stated that it was done against a 
background of expansion and activity in the capital markets ‘and the 
national economy which is unprecedented i in the Commission’s expe- 
rience. He stated that the Commission’s primary concern is to afford 
to American investors, under these conditions and in these markets, 
the protection intended by the Federal securities laws, and that in so 
doing, the Commission not only aids the investor but contributes to the 

maintenance of public confidence in the integrity of the capital markets 
and thus to the capital formation which is so important. to continued 
progress and prosperity. 

In explanation of the operations of the SEC, the Chairman sub- 
mitted the following detailed analysis: 

During 1956, 930 registration statements were filed under the Securi- 
ties Act covering offerings of new issues of corporate securities of 
over $13 billion. The volume of trading on the registered exchanges 
was approximately $36.8 billion and the value of all stocks listed on 
all exchanges reached approximately $260 billions at the end of July 
1956, and was about $258 billion at the end of the year. The number 
of broker-dealers registered with the Commission also reached a new 
high of 4,695 as of December 31, 1956. These figures reflect a pros- 
perous and expanding economy with an annual gross product of $412 
billion—the highest in history. At the same time they are accom- 
panied by conditions calling for increased vigilance on the part of 
the Commission to protect the public investor in the Nation’s securities 
markets and a constant reexamination of procedures and policies to 
make certain that they are adequate to meet the existing conditions in 
those markets. 

Enforcement activities such as broker-dealer inspections and inves- 
tigations of fraud and market manipulations have been greatly ex- 
panded to meet abuses presently going on incident to the “marketing 
of securities. The Commission’s enforcement program, to assure fair 
disclosure of material facts in connection with the marketing of cor- 
porate securities and for the prevention, detection, and punishment 
of fraud in the sale of securities, has been intensively pursued in the 
interest of the investing public. Since many new broker- dealers have 
been attracted into the business, the Commission’s broker-dealer in- 
spection program has been stepped up. During the calendar year 
1956, a total of 1,048 inspections were performed as compared with 846 
in 1955. The number of enforcement proceedings taken has also in- 
creased, more injunctions having been obtained in the Federal courts 
in the last 6 months of 1956 than in the preceding 12-month period. 

With many new securities coming to market, it also has been neces- 

sary to give more careful scrutiny to issues of securities being offered 
in order to obtain disclosure of material facts for the investing public. 
Registration statements and fillings under the exemptive provisions 
for small issues are carefully examined and the Commission has not 
hesitated to take action by stop order or suspension where the required 
disclosure is not made, or where the law is not otherwise complied 
with. The number of such proceedings reached a new high in 1956. 
Increased attention has also been given to offerings made without 
registration upon some claim of exemption, to ascertain whether the 
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claim is in fact well founded, as well as to prevent fraud in these 
offerings. 

To meet the greatly increased workload in accordance with the rec- 
ommendation contained in the President’s budget, the Congress 
granted the Commission an ay lation for an average employment 
of about 730, in fiscal year 1956, which r epresented a “small increase 
from 1955, and, most signific: nt, an end of successive annual curtail- 
ments of staff from a high over 1,700 in 1942 to an alltime low of 666 
on June 30, 1955. For fiscal 1957, the Congress appropriated funds 
for an average employment of 794. In recognition of the need for 
increasing vigilance in the administration of the Federal securities 
laws, the ‘President has recommended an increase of 159 positions for 
fiscal 1958. 

Approximately one-third of the estimated cost of operating the 
Commission for fiscal 1958 will be offset by the statutory fees and other 
revenue that is to be collected by the Commission but which is not 
available for expenditure and is deposited into the Treasury as miscel- 
laneous receipts, thus reducing the net cost to the taxpayers 

During 1956, the Commission continued to devote great effort to its 
program of revising rules and forms to keep abreast of constantly 
changing techniques and conditions in the dynamic securities markets, 
This was part of an overall program of rules and form revisions under- 
taken by the Commission in 1953. Now, for the first time, the Com- 
mission’s promulgated changes in its for ms S-1, 10, 8-B, 8-C, and 
regulation X-14, have coordinated and made uniform, so far as pos- 
sible, the information required in the basic registration forms for new 
issues under the Securities Act and for issues to be listed and traded 
on national securities exchanges under the Exchange Act, and for 
proxy statements under the Exchange Act. The object of this program 
has been the simplification of forms to eliminate duplicate filings 
arising under different provisions of the Federal securities laws, and 
relieve persons subject to these laws of unnecessary burdens and costs 
without the sacrifice of any safeguards necessary for the protection 
of investors. 

The Commission’s continuing interest in assisting small business 
resulted in a study of the exemptive regulation under which small 
issues of $300,000 or less are conditionally exempted from the regis- 
tration requirements. After thorough consideration, the revised ex- 
emptive regulation was issued in July 1956, which both clarifies the 
applicable requirements and includes increased protection for the in- 
vesting public against misuse of the exemption. A Branch of Small 
Issues was established in the Commission to insure more effective ad- 
ministration of the regulation. The exemptive regulations will receive 
continuing study in the year ahead to further effective investor pro- 
tection without Sache the financing of small business, all within 
the framework of the statutor y purpose. 

In recent years, proxy contests for the control of American corpo: 
rations have assumed increasing importance and have received the 
careful attention of the C ommission. The revision of the Commis- 

sion’s proxy rules, providing specifically for problems arising in proxy 
contests, became effective January 30, 1956. The new rules have 
worked well and have made a marked contribution to an informed 
exercise of the stockholders’ voting franchise in the context of bitterly 
fought contests for control. 
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Basically, the Federal securities laws seek to obtain from investors 
fair disclosure and honest markets, and the Commission does not pass 
upon the merits of securities or approve or disapprove offerings. It 
js for the investor, and not the Government, to make investment de- 
cisions. The Commission has repeatedly urged investors to avail 
themselves of the protection afforded by the Federal securities laws 
and also to beware of the unknown but persuasiv e salesman who offers 
his equally unknown securities over the long-distance telephone. The 
jure of quick profits in a rising market has made m: inv investors in- 
creasingly vulnerable to this approach. Much progress has been made 
during the year, and more is expected in the year ahead, in stamping 
out the fraudulent sale of securities, but it remains true that an in- 
vestor can best protect himself by declining to purchase any security 
offered by a total stranger over the telephone. 

The chairman concluded the report by stating that in view of the 
Commission, the outlook for 1957 will call for increasing vigilance in 
the administration of the Federal securities laws in the public interest 
and for the protection of investors. 

In his report to the committee, prepared by the Office of the Execu- 
tive Director describing the realinements of functions and personnel 
made in the calendar year 1956, and stating the required information 
as to personnel assignments, the chairman submitted the following: 


Realinements of functions and personnel 


The Commission operates under a continuing policy of review of its 
erganization and functions in order that its ‘responsibilities may be 
discharged as efliciently and economically as possib le. Under this 
policy y, In 1956 management studies were made of all of the Commis- 
sion’s major divisions in Washington, and the New York regional office. 
The realinements of the following functions and personnel pursuant 
to this self-evaluation program were designed to permit the Commis- 
sion to better cope with its greatly increa sed web ul : 

Division of Corporate Regulation. —The Division of Corporate 
Regulation formerly had 8 operating units, 2 of which handled the 
Division’s work under the Public Utility Holding C ompany Act of 
1935. The work is now concentrated in 1 Branch of Public U tility 
Regulation. The other operating unit, the Branch of Investment 
Companies, continues to handle the Division’s work under the Invest- 
ment Company Act of 1940. An Office of Special Studies and Admin- 
istration was created to replace the Branch of Special Studies, thus 
concentrating in 1 branch the general analytical, financial, economic, 
and administrative functions of the Division. The newly created 
Office of Chief Counsel is responsible for legal advice to the Division 
as well as for the Division’s work under chapter X of the Bankruptcy 
Act. This realinement of functions and personnel became effective 
June 1, 1956. 

Division of administrative management.—The Division of Admin- 
istrative Management formerly consisted of the Branches of Person 
nel, Budget, and Finance, Records, and Service. Effective June 1, 
1956, the 2 latter branches were combined into 1 Branch of Records 
and Service. 

Division of Trading and Exchanges.—Fffective June 25, 1956, the 
functions and personnel of the Division of Trading and E xchanges 
were realined to a minor extent. The Section of Enforcement was 
reconstituted and given immediate supervision over 8 component 








56 ORGANIZATION OF FEDERAL EXECUTIVE DEPARTMENTS 


units each performing related functions. Similarly, the Section of 
Economic Research was reconstituted to provide for 3 units each 
responsible for a broad area of the Commission’s statistical program, 

fice of the General Counsel.—The table of organization of the 
Office of the General Counsel formerly provided for a General Counsel, 
an Associate General Counsel, and an Assistant General Counsel, 
Effective June 27, 1956, two additional Assistant General Counsel 
positions were created. The Associate General Counsel position, 
which had been vacant, was filled by promotion, as were the resulting 
three Assistant General Counsel positions. These changes gave recog- 
nition to the duties and responsibilities theretofore discharged by mem- 
bers of the General Counsel’s staff and provided for an Assistant Gen- 
eral Counsel with primary responsibility over each of the following 
major areas of work: contested trial court litigation, appellate court 
litigation, and legislative matters. 

Division of Corporation Finance.—The functions and personnel of 
the Division of Corporation Finance were realined to provide for 3 
Assistant Directors in charge of the examination of registration state- 
ments under the Securities Act of 1933 and related matters, each hav- 
ing under his supervision 2 Branches of Corporate Examination and 
Analysis; an Assistant Director in charge of a Branch of Small Issues 
and a Branch of Administrative Proceedings and Investigation; a 
Chief Counsel of the Division in charge of a Branch of Interpretations 
and Review and a Branch of Forms, Rules, Regulations, and Legisla- 
tive Matters; a chief accountant of the Division; an Office of Engineer- 
ing; and an Office of Filings and Reports. These changes, as modified 
August 15, 1956, were effective July 2, 1956. 

New York regional office —The personnel and functions of the New 
York regional office were realined effective September 5, 1956. This 
action was designed to promote efficiency of operations by establish- 
ment of three coordinate branches, each responsible for the perform- 
ance of an important phase of the Commission’s task of protecting 
investors. The New York regional office now consists of a Branch of 
Investigations, comprising a Section of Securities Act Investigations, 
a Section of Securities Exchange Act Investigations, a Section of 
Broker-Dealer Inspections, and a Section of Market Surveillance; a 
Branch of Enforcement; and a Branch of Operations, comprising a 
Section of Small Issues, a Section of Public Information and Inter- 
pretations, and a Section of Reorganization. 


SELECTIVE SERVICE SYSTEM 


Included in the 1957 listing are 304 commissioned officers of the 
United States Army, Navy, Marines, and Air Force on reimbursable 
basis; 1,618 part-time employees are also included in the total, which 
is a material decrease in the number reported as of January 1956. 
The total of 7,243 does not include 41,414 uncompensated employees 
serving as local board members, appeal board members, advisers to 
registrants, et cetera, without whom the System could not operate. 

The Director also reported that decentralization continues to pro- 
vide an increase in the number of local boards but the personnel util- 
ized in their operation has been kept to a minimum, 
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SMALL BUSINESS ADMINISTRATION 


The Administrator reports that the only reorganization change 
which occurred during 1956 was an additional regional office of the 
agency established in Detroit, Mich. The Administration also re- 
ported an increase of 190 employees during the year. 


SMITHSONIAN INSTITUTION 


The Acting Secretary reported that the combined staffs of the sev- 
eral bureaus comprising the Smithsonian Institution, which resulted 
in an increase of 88 employees during the year, were being substan- 
tially increased beginning on July 1, 1956, because of additional funds 
appropriated by C ongress to expand the following programs: (1) 
The renovation of exhibition halls, (2) the rehabilitation of buildings, 
(3) astrophysical research, (4) preparations for the Museum of His- 
tory and ‘Technology, and (5) archeological surveys in the great river 
basins, 


SUBVERSIVE ACTIVITIES CONTROL BOARD 


The Chairman reported that there have been no significant changes 
in Board organization during the year, and that the increase in work- 
load anticipated in its previous report did not materialize, due almost 
entirely to return to the Board of the case involving the Communist 
Party of the United States for limited reconsideration. In further 
explanation of its operations, the Chairman submitted the following 
information : 

While Communist Party U.S. A. v. Subversive Activities Control 
Board was pending before the United States Court of Appeals for the 
District of Columbia, the Communist Party filed a motion with that 
court seeking to have the case remanded to the Subversive Activities 
Control Board for the purpose of adducing additional evidence at- 
tacking the credibility of three Government witnesses. In affirming 
the Board’s order requiring the Communist Party to register with the 
Attorney General as a Communist-action organization, the court 
simultaneously denied the above motion to adduce additional evidence 
before the Board. 

On April 30, 1956, the Supreme Court remanded the case to the 
court of appeals for further remand to the Board to either (1) con- 
duct a hearing on the evidence proffered by the Communist Party, 
or (2) expunge from the record the testimony of the three challenged 
Government witnesses. 

This action of the Supreme Court caused a temporary suspension or 
postponement of hearings since the entire time of the Board was de- 
voted to complying with the mandate of the Supreme Court. None of 
the present members of the Board had participated in the earlier re- 
port and order on the Communist Party case, and it was necessary 
for each of them to review the 14,413 pages of the record and the 507 
exhibits. Certain additional testimony was taken before the full 
Board and on December 18, 1956, the modified report of the Board, 
containing its revised findings and recommendations, was filed with 
the court of appeals. 

At the beginning of 1956, the Board’s docket listed eight petitions 
previously filed by the Attorney General involving alleged Com- 
munist-front organizations upon which final action had not been 
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taken. During the year, five additional petitions, involving alleged 
Communist- front organizations, were filed. With respect to these 13 
eases, the Board, by the end of calendar year 1956, had issued reports 
and orders requiring the National Council of American-Soviet Friend- 
ship, Inc., and the United May Day Committee to register with the 
Attorney General as Communist-front organizations. In the 11 cases 
remaining, evidentiary hearings had been completed and recom- 
mended decisions of the presiding member had been filed in 3, and 
evidentiary hearings have been completed and recommended decisions 
were in process in 2 more. In the remaining 6 (5 of which were filed 
during the latter half of the year) the ple: 1dings and other preliminary 
matters had not progressed to the point where definite dates for the 
commencement of hearings could be set. 

During 1955, the Attorney General also filed petitions against 
the International Union of Mine, Mill, and Smelter Workers and 
the United Electrical, Radio, and Machine Workers of America, 
alleging that they are “Communist-infiltrated organizations” within 
the meaning of the Communist Control Act of 1954. These cases are 
still in their preliminary stages, although a definite date for the com- 
mencement of hearings in the International Union of Mine, Mill, and 
Smelter Workers case has been set. It is expected that these cases will 
present extended and complicated issues In a new field for which 
precedents do not now exist. It is anticipated that these and additional 
cases of both types yet to be filed with the Board will materially in- 
crease the workload of the Board for the calendar year now beginning, 

As the workload increases, the employment of one or more addi- 
tional hearing examiners and increased legal staff will become im- 
portant and necessary, although the Board will continue to the maxi- 
mum extent to assign the conduct of evidentiary hearings to individual 
members. The Board will also continue to give due regard to 
economies, but further increases in operation costs appear inevitable 
as procedures are accelerated under a statute which is only now be- 
ginning to demonstrate its effectiveness. 


TENNESSEE VALLEY AUTHORITY 


The Chairman of the Board reported no significant changes in 
TVA organization, but that decreases in personnel appear throughout 
almost all divisions. These decreases more than ofiset the increase 
in Division of Power Operations employees to operate the additional 
generating units. The decrease of 1,487 in total employment from 
the figure of 16,374 as of January 1, 1956, to 14,887 on January 1, 1957, 
is due in large part to decline in construction activities. 


UNITED STATES INFORMATION AGENCY 


There are no major changes in basic organization of the Agency 
during the 1956 calendar year. However, the Acting Director re- 
ported that some adjustments and reassignments of responsibilities 
were made as follows: 

The responsibility for programing was transferred from the Office 
of Policy and Programs to the offices of the area assistant directors 
thereby making each area assistant director 1 responsible for the pro- 
graming in his. geographic area. The Office of Policy and Programs 

was then redesignated Office of Policy and Plans to reflect correctly its 
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functions of determining worldwide foreign information policy, pro- 
viding guidance to Agency elements in the application of this policy, 
and dev eloping long-range global plans to meet overall Agency 
objectives. 

The Administrative Services Division of the Office of Administra- 
tion was reorganized to divide the staff resources and capacities along 
its two principal lines of activities. The travel and transportation, 
property management, and communications and records functions 
were assigned to the Administrative Services Division, and the con- 
tract and procurement functions were assigned to the ‘Contract and 
Procurement Division. Greater specialization has been attained and 
more intensive application of supervisory controls has been made 
possible. 

Agency employment increased 996, from 10,500 to 11,496 between 
Januar y 1, 1956, and January 1, 1957. Included in this i increase are 
248 more Americans employed in the United States, 42 more Amer- 
icans employed abroad, and 706 more nationals of other countries 
employed abroad. Although this increase was reported as being a 
direct result of program expansion, it was noted that personnel in- 
creased less than 10 percent whereas the overall program activity, 
as indicated by the appropriation of $113 million for fiscal year 1957, 
increased by almost 30 percent. 


VETERANS ADMINISTRATION 


The Administrator reported that there was little change in the 
overall employment in the Veterans’ Administration occurring during 
1956. The total number of full- and part-time employees on the rolls 
is 176 less than a year ago. Continued reductions in central office 
activities were reported during the year and a slight increase in the 
agency’s field service. While employment i in most field activities de- 
clined during the year, the inpatient care program increased by 
approximately 2 2.200. 

Central Office—The Office of the Assistant Administrator for 
Legislation was consolidated with the Office of the General Counsel. 
This consolidation is designed to permit a more complete coordination 
of these two essentially related activities, with more fluid staff opera- 
tion and elimination of duplication and overlapping. It will also 
permit a better utilization of personnel, without impairment of service. 

The Office of the Assistant Administrator for Personnel was reor- 
ganized through the regrouping of functions into newly designated 
staff services to provide a better structure for accomplishing the major 
responsibilities of the Office of Personnel, i. e., recommending person- 
nel policy and program, setting standards, appraising program, and 
conducting certain personnel staff operations. The major components 
under the reorganization are the Management Development Program 
Staff, the Personnel Plans and Policies Service, the Personnel Stand- 
ards Service, the Personnel Program Appraisal Service, the Person- 
nel Operations Service, and the Central Office Personnel Service. 

The Compensation and Pension Service in the Department of Vet- 
erans’ Benefits was reorganized to provide a better integration of poli- 
cies and plans for the adjudication of the claims of living veterans and 
the claims of the dependents and beneficiaries of deceased veterans. 
The component activities of the Service are now under the direction of 
an Assistant Director for Policy and Planning, an Assistant Director 
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for Field Consultants, the Chairman, Committee on Waivers and For- 
feitures, and the Chairman, Rating Schedule Board. 

Field.—Responsibility for the adjudication of new death claims was 
decentralized Saas the 4 district offices to the 63 regional offices within 
the continental United States. The area of jurisdiction for new death 
claims is now identical with the area of jurisdiction for the adjudi- 
cation of living veterans’ claims in these offices. This decentralization 
will give the dependents of deceased veterans the same local, one-stop 
service that is available to living veterans, 


GOVERNMENT CORPORATIONS 


The committee charts on the Organization of Federal Executive 
Departments and Agencies, prior to 1955, have included a summary 
of the status of all Government corporations. The summary has been 
omitted from succeeding charts, and the revised data for January 1, 
1957, is incorporated in this, as in the last report. The number of 
such corporate entities has been steadily reduced from an alltime high 
of 100 corporations in operation following World War II, many of 
which were operating under State charters, to 79 basic corporate activ- 
ities, some of which are grouped under the 24 central functioning 
corporations, as outlined in the table which follows. This total in- 
cludes 2 corporations which are in liquidation. AI] corporations have 
now been granted Federal charters, in accordance with congressional 
policy. Mixed-ownership corporations have been omitted. (See Farm 
Credit Administration outline on chart.) 
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Government corporations—Period of ewistence of corporation, with supervising 
or interested Government department or agency 











Name Created or To terminate Department or agency 
authorized 
oun wee =e oe eee) eee ee ee 
Banks for cooperatives (1 central bank and | June 16,1933 | Indefinite....... Farm Credit Adminis- 
12 regional banks). tration. 
Commodity Credit Corporation............- Oct. 17,1933 }..... Wiis iatete Agriculture. 
District of Columbia Redevelopment Land | Aug. 2, 1946 | Perpetual_.....- Independent. 
Agency. 
E st ianport Bank of Washington......... Feb. 8, 1934 | June 30, 1958 1... Do. 
Federal Crop Insurance nay | so nee aha aasaaeae Feb. 16,1938 | Indefinite......- Agriculture. 
Federal Deposit Insurance Corporation...... June 16, 1933 d Independent. 
Federal Facilities Corporation. .............-. June 30, 1954 ‘Treasury. 





Federal Farm Mortgage Corporation........| Jan. 31, 1934 Farm Credit Adminis- 


tration. 


Federal home loan banks (11) #_.......... esse) JUly BR 1983 |..... ciate Federal Home Loan 
Band Board. 
Federal intermediate credit banks (12)....... Mar. 4, 1923 |..... DDinctisnniagitte Farm Credit Adminis- 
tration. 
Federal land banks (12) ¢....................] July 17,1916 |..... ae er Do. 
Federal National Mortgage Association...... Feb. 10, 1938 |... do.4.........| Federal Home Loan 
Bank Board. 
Federal Prison Industries, Inc. .........-.-.- June 23, 1934 |....- ees Justice. 
Federal Savings and Loan Insurance Corpo- | June 27, 1934 |....- _ LORS Federal Home Loan 
ration. Bank Board, 
Inland Waterways Corporation.............- June 3, 1924 |..... do.$___......| Commerce. 
Institute of Inter-American Affairs 7. ........] Mar, 31, 1942 | June 30, 1960....| State (ICA). 
Panama Canal Company (originally Panama | Apr. 7, 1849 | Indefinite......- Independent. 
Railroad Company). 
Production Credit Corporations (12) *.......- June 16, 1933 |....-. ee Farm Credit Adminis 
tration. 
Public Housing Administration (originally | Sept. 1, 1937 | Perpetual.......; Housing and Home Fi- 
United States Housing Authority). nance Agency. 
Reconstruction Finance Corporation........- Jan, 22,1932 | Indefinite *...... Treasury. 
Saint Lawrence Seaway Development Cor- | May 13, 1954 | Indefinite....... Independent." 
poration. 
Sinithsonian TROIIIINE Sc ceticcuddaccdvenis Aug. 10, 1846 |_...- eo Independent. 
Tennessee Valley Authority. -.-.........--.--- May 18, 1933 |....- a Do. 
Virgin Islands Corporation (originally Virgin | Apr. 16,1934 | June 30, 1959....| Interior. 


Islands Company). 





1 Export-Import Bank of Washington may exercise its functions after June 30, 1958, only for liquidation 

urposes. 

P 2 Kuthority of Federal Farm Mortgage Corporation to make new mortgage loans expired July 1, 1947. 

* Transferred to the Federal Home Loan Bank Board, from HHFA, by Public Law 345, approved Aug. 
11, 1955. Since 1951, all stock in the Federal Home Loan Banks has been owned by the members of said 
Banks and the Government has had no capital investment in the banks, 

4 Since 1947 all stock in the Federal land banks except for a few shares are owned by the national farm 
loan associations (1,180 as of June 30, 1952), which are corporations chartered by the Farm Credit Adminis” 
tration. The Government has no capital investment in the associations. 

5’ The Federal National Mortgage Association was rechartered pursuant to title II of the Housing Act of 
1954, approved Aug. 2, 1954 (Public Law 560, 83d Cong., 68 Stat. 590, 612). Under the new charter the 
Association shall have succession until dissolved by act of Congress. 

* All of the properties of the Inland Waterways Corporation were sold on Sept. 19, 1953. Its primary 
activities since that time have been the settlement of transactions affecting the period of operations prior 
to the sale, liquidation of remaining assets and liabilities, and ascertaining that the purchaser fulfills its 
obligations under the sales contract. 

7 The Foreign Operations Administration was abolished pursuant to Executive Order No. 10610, on 
July 1, 1955, and the Institute together with its functions was transferred to the Department of State, 
which, under Delegation of Authority No. 85, directed that the Institute “‘shall be a part of or attached to 
the International Cooperation Administration.” 

§ The Production Credit Corporations are wholly Government owned and supervised production credit 
associations (498), which are corporations chartered by the Farm Credit Administration. The Production 
a Corporations own capital stock in 43 of the associations and 455 were privately owned as of Dec, 31, 

956. 

§ In process of liquidation. The Reconstruction Finance Corporation Liquidation Act, Public Law 163, 
approved July 30, 1953, provides for RFC succession until dissolved by the Secretary of the Treasury, pur- 
suant to sec. 10 of the RFC Act, as amended. 

10 The responsibility for direction and supervision of the Corporation, assigned to the Secretary of Defense 
by pane ive Order 10534, dated June 9, 1954, was reassigned by the Secretary of Defense to the Secretary 
of the Army. 


AGENCIES ABOLISHED DURING CALENDAR YEAR 1956 


Agencies abolished 
Rubber Producing Facilities Disposal Commission.—Terminated at 
the close of business on September 23, 1956, in accordance with the 
rovisions of section 3 of Public Law 483, 84th Congress (70 Stat. 52). 
y Executive Order 10678, dated September 20, 1956, the President 
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provided for the administration of residual matters of the Commis- 
sion and for the winding up of the affairs of the Commission by the 
Federal Facilities Corporation, subject to direction and control of 
the Secretary of the Treasury. 


REORGANIZATIONS EFFECTUATED BETWEEN JANUARY 1, 1947, AND 
JANUARY 1, 1957? 


During the 10-year period in which these reports have been compiled 
by this committee, there have been a number of major changes in 
department and independent agency structures. The following table 
sets forth 34 agencies which have been abolished, terminated, or trans- 
ferred to departments or other agencies, and lists 45 new agencies 
created (or changes in names of old agencies) during this period: 


AGENCIES ABOLISHED OR TRANSFERRED TO OTHER AGENCIES SINCE 1947? 


1. Commission on Foreign Economic Policy 

2. Commission on Organization of the Executive Branch of the Government 

3. Commission on Intergovernmental Relations 

4. Commission on Renovation of the Executive Mansion 

5. Defense Materials Procurement Agency 

6. Defense Production Administration 

7. Displaced Persons Commission 

8. Defense Transport Administration 

9. Economie Cooperation Administration 

10. Economie Stabilization Agency 

11. Federal Security Agency (now Department of Health, Education, and 
Welfare) 

12. Federal Works Agency 

13. Foreign Operations Administration 

14. Inland Waterways Corporation 

15. Maritime Commission, United States 

16. Motor Carrier Claims Commission 

17. Mutual Security Agency 

18. National Archives 

19. National Capital Park and Planning Commission (name changed to National 
Capital Planning Commission ) 

20. National Capital Sesquicentennial Commission 

21. National Housing Agency 

22. National Military Establishment (named changed to Department of Defense) 

23. Office of Defense Transportation 

24. Office of Housing Expediter 

25. Office of Scientitic Research and Development 

26. Office of Temporary Controls 

27. Philippine Alien Property Administration 

28. Philippine War Damage Commission 

29. Reconstruction Finance Corporation 

30. Rubber Producing [Facilities Disposal Commission 

31. Small Defense Plants Administration 

32. War Assets Administration 

33. War Claims Commission 

34. War Department (name changed to Department of the Army) 


DEPARTMENTS AND AGENCIES CREATED SINCE 1947? 


Advisory Committee on Weather Control 

Air Force, Department of the 

Army, Department of the (name changed from War Department) 
Atomic Energy Commission 


PSO 





2Does not include components within departments and independent agencies, except 
corporations. 
*See appendix, pp. 65-68, for authority or successor agency. 





25. 


26. 
27. 


28. 
29. 


30. 
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Commission on Foreign Economic Policy * 

Commission on Government Security 

Commission on Intergovernmental Relations ® 

Commission on Organization of the Executive Branch of the Government *® 
Commission on Renovation of the Executive Mansion * 

Defense, Department of (successor to National Military Establishment) 


. Defense Materials Procurement Agency * 


Defense Production Administration * 

Defense Transport Administration * 

Displaced Persons Commission * 

District of Columbia Redevelopment Land Agency 
Jeonomic Cooperation Administration * 

Economic Stabilization Agency * 


. Farm Credit Administration 


Federal Civil Defense Administration 


. Federal Coal Mine Safety Board of Review 
. Federal Facilities Corporation 


Federal Home Loan Bank Board 


. Federal Mediation and Conciliation Service 
. Foreign Claims Settlement Commission of the United States 


Foreign Operations Administration * 

General Services Administration 

Health, Education, and Welfare, Department of (successor to Federal 
Security Agency ) 

Housing and Home Finance Agency 

Indian Claims Commission 

Motor Carrier Claims Commission * 


. Mutual Security Agency * 
. National Capital Planning Commission (successor to National Capital Park 


and Planning Commission) 


. National Capital Sesquicentennial Commission *® 
. National Science Foundation 

. National Security Training Commission 

. Office of the Housing Expediter *® 

. Renegotiation Board 


Rubber Producing Facilities Disposal Commission ® 


. Saint Lawrence Seaway Development Corporation 
. Small Business Administration 

. Small Defense Plants Administration * 

. Subversive Activities Control Board 

. United States Information Agency 

. Veterans’ Education Appeals Board 

. War Claims Commission * 


* Abolished or terminated. (See preceding list and appendix.) 
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APPENDIX 


ORGANIZATION AND PERSONNEL SuMMARY, JANUARY 1, 1947, To 
JANuARY 1, 1957 


The following table contains all departments and agencies of the 
executive branch of the Government and paid personnel assigned to 
each Federal establishment reported to the committee, from January 
1, 1947, to January 1, 1957, as of the dates indicated. The table car- 
ries appropriate footnotes as to author ity, if created or abolished since 
January 1, 1947, and successor agency, 1f functions were transferred, 

The tot: al as of January 1, 1957, includes 133,829 part time and 
WAE’s (when actually employ ed), and 206,186 overseas personnel, 
of which 88,814 were American citizens and 117,372 were nationals 
of other countries. Excluded from the totals are 105,661 WOC’s (em- 
ployees serving without compensation) ; 41,414 uncompensated em- 
ployees of the Selective Service System serving as local board members, 
advisers to registrants, etc. ; 47,847 volunteer workers in the Veterans’ 
Administration; and 16,400 other WOC’s assigned to various depart- 
ments and agencies. Employees of the ( ‘entral Intelligence Agency 
are also excluded because this information is classified for security 
reasons. The Congress, the General Accounting Office, the Govern- 
ment Printing Office, the Library of Congress, and the Architect of 
the Capitol (all within the legislative branch), and the judicial branch, 
are excluded from this tabulation but are included in the totals on 
the chart. 
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Calendar No. 163 


85rH Concress } SENATE | Report 


Ist Session 


RIVER AND HARBOR, BEACH EROSION CONTROL, AND 
FLOOD-CONTROL PROJECTS, 1957 


Marcu 25, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
together with 
INDIVIDUAL VIEWS 


{To accompany 8. 497] 


The Committee on Public Works, to whom was referred the bill 
(S. 497) authorizing the construction, repair, and preservation of 
certain publie works on rivers and harbors for navigation, flood con- 
trol, and for other purposes, having considered the same, reports 
favorably thereon with amendments, and recommends that the bill, 
as amended, do pass. 

The amendments are indicated in the bill as reported and are shown 
by line type and italie. 


GENERAL STATEMENT 


Senate bill 497 is a combined omnibus river and harbor and flood- 
control measure, title I dealing with river and harbor and beach 
erosion control authorizations, and title 11 dealing with flood-control 
authorizations. The last general authorization bill was the act 
approved September 3, 1954. Since that time many reports have 
been submitted by the Corps of Engineers to the Congress. These 
reports deserve early action because of the importance and urgency of 
the problems involved. In addition, a number of major river basin 
authorizations have been reduced by appropriations to a point where 
additional monetary authorization is needed to carry on the compre- 
hensive plan for flood control, navigation, and other purposes as 
originally approved by the Congress. There are also several matters 
concerning general legislation and modification of previous project 
authorizations which should be considered at this time. 


89898—57——-1 
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The committee therefore feels that this is the proper time to consider 
an omnibus bill, and that any delay in enacting this legislation would 
have unfortunate results in the retardation of projects which are 
urgently needed for the protection of lives and property, for the 
improvement of the Nation’s waterways, and for the general enhance- 
ment of the national economy. 

During the 84th Congress, the Committees on Public Works of both 
the Senate and the House of Representatives held extensive hearings 
on many river and harbor, beach erosion control, and flood-control 
projects, including some multiple-purpose projects, modifications of 
existing projects, additional basin authorizations, and pending pre- 
liminary examinations and surveys. A bill, H. R. 12080 (84th Cong.) 
was passed by the Congress and was vetoed by the President on August 
10, 1956. The bill included an authorization of approximately $1.6 
billion. The President withheld his approval of H. R. 12080 princi- 
pally because a number of projects had not been given adequate study 
and review within the executive branch and by the affected States, in 
accordance with the applicable laws and executive requirements, and 
transmitted to the Congress. 

In his memorandum of disapproval the President referred to 32 
projects involving over $530 million in this category. He further 
indicated that his action in vetoing the omnibus bill need cause no 
delay in starting the many worthwhile projects in the bill, and that in 
the weeks prior to the convening of the 85th Congress, an orderly 
review would be undertaken of those projects end other provisions of 
the bill which had not been fully studied or reviewed at that time. 

Senate bill 497 is essentially the same as the bill passed during the 
second session of the 84th Congress. 

The commiitee notes that the reviews of the projects have been pro- 
ceeding and many of the reports have been officially transmitted to 
Congress. With respect to other reports that have not been com- 
pleted and submitted to Congress, the committee has studied them 
further, and feels that the necessary action has been taken thereon by 
Federal and State agencies, and that the desires of the President in 
this respect have been as fully complied with as is possible at this yn e, 

the committee held additional he ‘ari igs at this se ssion of Congress 
on many of the projects and provisions of the bill ‘he Corps of 
Engineers and the Bureau of the Budget testified on the present 
status of the reports and projects in the bill on which exception had 
been taken in connection with the previous bill. Additional data 
was presented, and local interests and Members of Congress presented 
their views on certain features under consideration. 

The committee gave careful consideration to the testimony pre- 
sented, including previous testimony given to the Senate and House 
comnittecs, and to the status of the reports on all projects included 
in the bill. The bill as approved by the committee includes those 
projects considered fully justified for authorization at the resent 
time. 

Th total amount of the authorization contained in this bil is about 
$150 million less than that in H. R. 12080, 84th Congress. 

In view of the President’s statement that his veto action need 
cause no delay in starting work on many of these projects, and inas- 
much as the Committees on Appropriations are now considering 
appropriations for river and harbor and flood-control vorkx to be 








EROSION AND FLOOD-CONTROL PROJECTS, 1957 3 


made available during fiscal year 1958, the committee believes it 
essential that immediate action be taken by the Congress and the 
President on this legislation in order that funds for urgently needed 
projects contained in the bill may be included in the pending appro- 
priation bill. 

Senate bill 497 is a comprehensive bill to carry forward the very 
important programs for development and improvement of the rivers 
and harbors of our Nation, for protection of our citizens against the 
ravages of floodwaters, and for the general development of the 
Nation’s water resources. This report contains descriptions of all 
projects and modifications recommended by the committee and 
tabulations listing, under separate titles, the projects recommended 
by the committee. 

The river and harbor and flood-control construction programs have 
been progressing satisfactorily since the end of World War II. Com- 
prehensive authorizations have been made periodically to keep the 
programs moving forward in balance. Additional authorizations are 
believed necessary at this time to continue the unified basin water 
resources developments now in progress, to round out basin programs 
where changing conditions have shown the necessity for extensions or 
modifications, and to provide for individual projects found to be 
necessary and justified. The authorizations contained in the bill are 
the minimum amounts required for uninterrupted progress for the 
next 3 years. 

These public-works programs contemplate full coordination with 
other related programs to produce the ultimate economic utilization 
and development of our water resources, and will contribute materially 
to the economic well-being of the Nation. In addition, these programs 
constitute a backlog of economically justified improvements which can 
be placed under construction at rates of speed and sequence of loca- 
tions as may be most suitable to variations of unemployment. They 
constitute a prudent investment of Federal funds in a permanent 
improvement known to be sound from an engineering standpoint, and 
economically feasible as to the benefits that will accrue therefrom. 
It should also be pointed out that the Federal investment in certain 
multiple-purpose features in projects included in the bill will be re- 
turned to the Treasury. 

The committee believes that this legislation is urgently needed for 
the protection of lives and property, for the improvement of the 
Nation’s harbors and waterways, and for the general enhancement of 
the national economy. Delay would have unfortunate results in re- 
tardation of projects, and postponement in realization of the benefits 
that would result therefrom. 

The committee recognizes the necessity for maintaining a balance 
in these new authorizations with present and prospective future 
budgetary developments. In order to preserve and strengthen the 
welfare and economy of the Nation, our water resources development 
program must be continued, and even increased as rapidly as fiscal 
requirements will permit. In recommending enactment of this bill, 
the committee realizes that the total authorizations included therein 
do not exceed the total amounts included in the last several similar 
bills when allowance is made for present-day costs. 

The estimated cost of the projects reported in this bill (titles I and 
IT) are based on current prices, which in general are those prevailing 
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at the present time. They differ in general from the estimated 
amounts in the project documents depending upon the date of the 
document. 

The total amount of monetary authorization in this bill, broken 
down into the major categories, is indicated in the following tabula- 
tion. 

Monetary summary of bill (cost of new work) 


Title I. Rivers and harbors: 


Sec. 101: 
Navigation projects __- - a . $88, 070, 000 
Beach-erosion projects ; 5, 290, 000 
Sec. 104: Eradication of water hyacinths : . 5, 063, 000 
Sec. 108: Upper Fox River, Wis_- 300, 000 
Sec. 109: Calumet-Sag project, Illinois 9, 884, 000 
Sec. 110: Illinois and Mississippi Canal 2, 000, 000 
Total, title I____- 110, 607, 000 


Title II. Flood control: 
Sec. 203: 


New projects or project modifications 381, 902, 000 
Increased basin authorizations . 633, 300, 000 
Lower Mississippi River Basin 145, 745, 000 

Sec. 204: Oroville Dam, Calif 1 50, 000, 000 
Sec. 208: Missouri River Basin, Department of Interior 200, 000, 000 
Total title IT_ ; ; 1, 410, 947, 000 
Grand total__- : acai : 1, 521, 554, 000 


! Estimated cost by the Bureau of the Budget. 


TITLE I—RIVERS AND HARBORS 


The Federal program for the improvement of the Nation’s rivers 
and harbors is now in its 132d year. During the entire history of this 
all-important Federal undertaking the work involved in this program 
has been efficiently and compe tently supervised by the Corps of 
Engineers, United States Army. The program has produced the 
best system of inland waterways to be found anywhere in the world 
and in addition has opened for all forms of navigation about 300 
harbors. 

This program includes about 2,300 navigation projects with an 
estimated cost of $4.3 billion, of which appropriations to date have 
totaled about $2.1 billion, leaving $2.2 billion to complete the author- 
ized navigation work. Inclusion of the multiple-purpose projects 
that serve navigation purposes would increase the estimated cost to 
$6.5 billion, of which $3.2 billion has been appropriated to date. In 
addition about $1.6 billion has been appropriated by the Congress for 
the maintenance and operation of these improvements. About 50 
percent of the funds appropriated has been for the inland and intra- 
coastal waterways, 40 percent for seacost harbors, and about 10 
percent for the Great Lakes. 

The importance of the system of inland waterways is indicated by 
the vast annual increase in the tonnage and in the variety of com 
modities that move over these waterways. For each ton of freight 
that uses the improved inland waterways there is returned to the 
Nation as a general benefit a saving in transportation costs. While 
these savings may be considered as a prime factor in the use of the 
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system of inland waterways, another factor just as important is that 
the improved waterways have to a large extent been responsible for 
the growth and the development of the interior sectors of the country. 
Low-cost water transportation has enabled the movement of products 
from the mines, forests, and the farms to a widespread consuming area. 
It has also enabled the distribution, at low cost, of semifinished and 
finished products from industrial communities that have been estab- 
lished on these waterways to the consumer spread over almost the 
entire Nation. The importance of our improved ports cannot be 
overemphasized, both in times of peace and in times of national 
emergencies. The large ports serve theic purposes in national and 
international commerce. The smaller ports from which the benefits 
are more of a domestic nature play a very vital part in the economic 
life of the country. These ports have freque tly been constructed in 
the interests of the fishing industry which serves to supply the Nation 
with low-cost seafood produc ts, and to serve as harbors of refuge and 
ports for recreational craft. 

The coastal harbors of the United States have been improved under 
this program to meet the demands of modern, deep-draft, oceangoing 
commerce, Channel depths of 35 feet prevail in harbors on the 
Atlantic seaboard and gulf coast and range up to 45 feet. in depth as 
in New York Harbor. On the west coast, harbors and channels from 
30 to 40 feet are generally available. There are 20 coastal ports 
which handle 10 million tons or more of cargo annually. For major 
coastal harbors, the cost. of the Federal improvements, including 
maintenance and operation, averages less than 4 cents per ton of cargo 
handled, 

The improved connecting channels of the Great Lakes constitute 
the most important waterways system in this country and perhaps in 
the world, an importance which will be greatly augmented by the St. 
Lawrence seaway now under construction. These harbors and im- 
proved channels provide the basic transportation system for the 
industrial Midwest. At the present time, depths of 21 feet are con- 
trolling generally for the Great Lakes harbors and connecting channels. 
Eleven harbors on the Great Lakes now handle 10 million tons or more 
annually of the commodities that move over this waterway, and 
in 1954, a total of 91.2 billion ton-miles of cargo was handled on this 
system. The cost of Federal improvements of major Great Lakes 
ports averages about 1% cents per ton of cargo handled. 

The inland and intracoastal waterways which have been improved 
by the Federal Government have a total length of over 28,000 miles. 
Much of this length, however, represents shallow-draft channels 
improved many years ago which are no longer of material importance 
to commercial navigation. About 80 percent of modern waterborne 
commerce is carried on 12 waterways with an aggregate length of 
5,800 miles. These include such waterways as the Gulf Intracoastal 
and the lower Mississippi River with its extension up the Ohio to the 
Pittsburgh area and up the Illinois River to the Great Lakes system 
at Chicago. In 1954, traffic on our inland and Intracoastal Waterway 
system totaled 82.5 billion ton-miles. These waterways and the 
improved barges, towboats, and other equipment of modern waterway 
operators carry commodities of all kinds ranging from crude petroleum 
to finished automobiles. One modern tank barge will carry almost 
as much as 100 tank cars normally used in rail traffic. Estimates 
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show that savings in transportation costs which are passed along to 
the public have been very great and that the system of inland and 
intracoastal waterways is returning in such benefits about &2 for 
every Federal dollar expended. 

aa , 

The committee has been impressed by testimony as to the increasing 
use of larger and more economic vessels. These vessels with deeper 
draft, greater lengths and beams, have accelerated the need for 
progressive modification of the navigation program. The use of these 


larger and deeper draft carriers will result in eventual betterment of” 


the economy and a lowering of prices to the consuming American 
public. 

This, the committee believes, is the main reason that the navigation 
survey program should be kept current in order that the improvements 
can be kept abreast of transportation trends. Since the survey pro- 
gram is the basic source of the entire navigation program, the com- 
mittee feels that the backlog of surveys assigned by the Congress to 
the Corps of Engineers should be adequately financed. 

The program for beach-erosion prevention and shore protection is 
relatively new in comparison to the navigation program. Federal 
interest stems back to 1930 when the Beach Erosion Control Board 
was established and authorized to make studies of this nature in 
cooperation with the States and other governmental bodies. Half 
of the costs of these studies is contributed by the sponsoring agency 
and half by the Federal Government. The scope of the studies as 
originally authorized was expanded by legislation after 1930 and 
finally in 1946 the Federal Government undertook to participate in 
the construction of the actual works for the protection of shores. 
Since the program is in its infancy, there are only 45 projects au- 
thorized by Congress and only 11 of these have had construction ap- 
propriations. The total Federal cost is about $15.7 million of which 
about $3.7 million has been appropriated to date leaving a balance of 
$12 million to complete. 

Following is an analysis of title I by section: 


Section 101 


This section contains the actual project authorizations or modifica- 
tions of existing authorizations which are shown in the following 
tabulation, together with their identifying document numbers and 
estimated costs. The preamble in this section is the same as that 
which has ‘been carried in previous river and harbor acts and concerns 
procedures for submitting reports to the interested States and Federal 
agencies prior to submission to Congress. 

Following the tabulation is a description of the individual projects. 
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NAVIGATION 


Project Document No.! | Federal cost 
of new work 


Salern Harbor, Mass H. 31, 85th Cong $1, 100, 000 
Boston Harbor, Mass H. 349, 84th Cong 720, 000 
Bridgeport Harbor, Conn H. —, 85th Cong. 2, 300, 000 
New York Harbor, N. Y S. 45, 84th Cong 1, 678, 000 
Baltimore Harbor and channels, Maryland H. &6, 85th Cong 28, 161, 000 
Herring Creek, Md H. 159, 84th Cong 110, 000 
Betterton Harbor, Md H. 333, 84th Cong 78, 000 
Morehead City Harbor, N.C S. 54, 84th Cong 1, 197, 000 
Escambia River, Fla H. 75, 85th Cong 61, 000 
Gulfport Harbor, Miss 5. 123, 84th Cong 
Barataria Bay, La H. 82, 85th Cong 1, 647, 000 
Pass Cavallo to Port Lavaca, Tex H. 131, 84th Cong 413, 000 
Matagorda ship channel, Port Lavaca, Tex H. 388, 84th Cong 9, 944, 000 
Port Aransas-Corpus Christi Waterway, Tex ‘ 954, 000 
Freeport Harbor, Tex H. 433, 84th Cong 317, 000 
Mississippi River between Missouri River and Minneapolis, Minn., | H. 135, 84th Cong 2, 476, 000 
damage to levee and drainaze districts. 
Mississippi River at Alton, Il., commercial harbor H. 136, 84th Cong 246, 000 
Mississippi River at Alton, Ill., small-hoat harbor do a 101, 000 
Mississippi River at Clinton, Iowa, Beaver Slough H. 345, 84th Cong 241, 000 
Mississippi River at Clinton, Iowa, report on damages H. 412, 84th Cong 147, 000 
Mississippi River between St. Louis, Mo., and lock and dam No. 26 S. 7, 85th Cong 5, 802, 000 
St. Anthony Falls, Minn., modification H, 33, 85th Cong. am 
Minnesota River, Minn | S. 144, 84th Cong_. 2, 544, 000 
Ohio River at Gallipolis, Ohio_.. | H. 423, 84th Cong. 66, 000 
Licking River, Ky H. 434, 84th Cong_-- 
Two Rivers Harbor, Wis H. 362, 84th Cong... 66, 000 
Port Washington Harbor, Wis H. 446, 83d Cong__- 2, 932, 000 
St. Joseph Harbor, Mich 8. 95, 84th Cong matte 
Toledo Harbor, Ohio H. 436, 84th Cong 859, 000 
Irondequoit Bay, N. Y H. 332, 84th Cong 1, 938, 000 
Yaquina Bay and Harbor, Oreg 5. 8, 85th Cong 19, 800, 000 
Port Townsend Harbor, Wash H. 418, 84th Cong 387, 000 
Douglas and Juneau Harbors, Alaska H. 286, 84th Cong 1, 394, 000 
Dillingham Harbor, Alaska H. 390, 84th Cong 372, 000 
Naknek River, Alaska H. 390, 84th Cong 19, 000 
Total, navigation i 88, 070, 000 


BEACH EROSION 


State of Connecticut, area 9, East River to New Haven Harbor | H,. 395, 84th Cong 


12, 000 

Fire Island Inlet, Long Island, N. ¥ H. 411, 84th Cong 2, 724, 000 
Asbury Park to Manasquan, N. J | H. 361, 84th Cong_..| —_1, 677, 000 
Manitowoe County, Wis | H. 348, 84th Cong 50, 000 
Fair Haven Beach State Park, N. Y | 11. 134; 84th Cong___| 114, 000 
Hi imlin Beach State Park, N. Y 7 | H. 138, 84th Cong. 404, 000 
an Diego County, Calif | H. 399, 84th Cong_ 289, 000 
Waimea Beach and Hans apepe Bay, Island of Kauai, T. H | H. 432, 84th Cong_- 20, 000 
Total, beach erosion i : mai . “ 4 5, 290, 000 
Grand total, sec, 101 Adshase sate s4eul 7 ; $44 ” 93, 360, 000 


H. indicates House document; S. indicates Senate document. 


SALEM HARBOR, MASS, 
(H. Doc. 30, 85th Cong.) 


Location.—Salem Harbor is located about 12 miles northeast of 
Boston Harbor, Mass., and 11 miles southwest of Cape Ann. It is 
the largest of the four ‘harbors, namely Manchester, Beverly, Salem, 
and Marblehe ad, located in Massachusetts Bay. 

Report authorized by.—House Committee on Public Works resolution 
adogiea June 17, 1948. 

Existing project.—Provides for a channel 25 feet deep in the main 
harbor, 300 feet wide; from that depth in the outer harbor to within 
1,500 feet of the Salem Terminal wharf; removal of a shoal near 
Abbot Rock Beacon to a depth of 25 feet; a channel into South 
River 10 feet deep to Pickering wharf with widths ranging from 
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300 feet in the harbor proper to 90 feet at Pickering wharf; and a 
branch channel on the east side of Derby wharf 8 feet deep, 100 feet 
wide and about 700 feet long, widening to a basin of the same depth 
200 feet wide and 500 feet long. 

Plan of recommended improvement.—Provides for a channel 32 feet 
deep from the outer harbor, generally 300 feet wide and extending a 
distance of about 1.5 miles to the limit of the existing 25-foot channel 
about 1,500 feet off the Salem Terminal wharf; and for the removal 
of Mann Rock to a depth of 32 feet. 


Estimated cost.— 


Federal Non-Federa] Total 


Report estimate (1956) $1, 100, 000 $455,000 | $1, 555, 000 


1 Cost for approach channel and berths; improved wharf facilities and altering submarine sewer line. 

Local cooperation.—Provide and maintain a terminal approach 
channel, maneuvering area and berthing area of equivalent depth; 
furnish all lands, easements, and rights-of-way, and hold and save the 
United States free from all damages due to construction and main- 
tenance. 


Project economics.—1956 price levels: 


Annual charges__-_- $63, 300 
Annual benefits___- $103, 600 
Benefit-cost ratio 1 bese 1.6 


Remarks.—There is a need for an improved channel to provide an 
adequate waterway for modern coal and oil carriers. The estimated 
annual benefits are sufficient to justify expenditure of the necessary 
funds. The committee notes that local interests are expending a 
large sum for harbor facilities. 


BOSTON HARBOR, MASS. 
(H. Doe. 349, 84th Cong.) 


Location.—Reserved Channel is an arm of the port of Boston, 
Mass., on the Atlantic seaboard, and extends westerly about 1.5 miles 
from the main ship channel. 

Report authorized by.—House Committee on Public Works resolu- 
tion, April 21, 1953. 

Existing project. —Provides for a 30-foot channel, 300 feet wide from 
the main ship channel to a point 250 feet easterly of the L Street 
Bridge. The improvement was completed in 1941. 

Plan of recommended improvement.—Provides for deepening Re- 
served Channel to 35 feet at mean low water, 430 feet wide from the 
40-foot main ship channel to a point 250 feet east of the L Street 
Bridge. 


Estimated cost. 


Federal Non-Federal Total 


Project document (1954). - - $675, 000 None $675, 000 
Current (January 1956) 720, 000 None 720, 000 
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Local cooperation.—Furnish all lands, easements and rights-of-way, 
and hold and save the United States free from all damages due to 
construction and maintenance. 

Project economics. 








Project Current 
document 
. Stee ent satis 
Annual charges } $27, 000 $28, 800 
Annual benefits: elimination of tidal delays | $75, 000 $84, 700 
Benefit-cost ratio 2.8 2.9 


Remarks.—There is a need for a deeper and wider channel to accom- 
modate modern vessels. The cost of the project is well justified by 
the indicated benefit-cost ratio of 2.9 to 1.0. 


BRIDGEPORT HARBOR, CONN, 
(H. Doc. —, 85th Cong.) 


Location. Bridgeport Harbor, Conn., is on the northern shore of 
Long Island Sound about 60 miles east of New York City. 

Report authorized by: Resolutions of Committee on Public Works, 
United States Senate April 20, 1948, and July 20, 1954, and House 
Committee on Public Works, March 15, 1949. 

Eristing project.—Provides for 2 outer main harbor breakwaters; a 
sea wall on Fayerweather Island; a 30-foot main channel and turning 
basin; a 25-foot and an 18-foot anchorage in the main harbor; 18-foot 
channels in the Poquonock River, Yellow Mill Pond, and in Black 
Rock Harbor and Cedar Creek; a 15-foot and 9-foot channel in 
Johnsons River; and a 7-foot channel in Burr Creek. The existing 
project is completed. 

Plan of recommended improve ment. Provides for deepening the 
main channel and turning basin to 35 feet, construction of break- 
waters at the entrance of Black Rock Harbor, and dredging of 6-foot 
anchorages in Burr and Cedar Creeks and upper Johnsons River and 
6- and 9-foot anchorages in lower Johnsons River, and abandonment 
of the Burr Creek channel. 

Estimated cost (July 1956). 


| 
. , 2 | tp 
Federal Non-Federal Total 
| ei | te 
Main Harbor $1, 910, 000 $30,000 | $1, 940, 000 
Black Rock Harbor including Burr and Cedar Creek anchor- 
ages 374, 000 | 480, 000 | 854, 000 
Johnsons River upper and lower anchorages 20, 000 | 20, 000 | 40, 000 
Total 2, 300, 000 530, 000 2, 830, 000 


In addition to above costs, local interests are required to provide 
4 publie landings, and berth and wharf improvements at a total 
estimated cost of $50,000. 

Local cooperation.—Provide all necessary berth improvements, suit- 
able disposal for materials hydraulically dredged from the inner main 
channel and turning basin, 52 percent of the cost of the Black Rock 
breakwaters now estimated at $300,000, 66 percent of the cost of the 
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Burr and Cedar Creek anchorages now estimated at $155,000, 45 per- 
cent of the cost of the upper Johnsons River anchorage now estimated 
at $10,000, public landings at 4 locations, improvements to make the 
shore of the Burr and Cedar Creek anchorages suitable for recreational 
use, all lands, easements, and rights-of-way necessary for construction 
and subsequent maintenance, when and as required, and hold and 
save the United States free from all claims for damages resulting from 
improvements including such damage as may occur to oysterbeds. 
Project economics. 


Annual charges Annual Annual Benefit-cost 
charges benefits ratio 
Main Harbor $73, 400 $219, 500 3.0 
Black Rock Harbor including Burr and Cedar Creek anchor- 
ages 34, 500 14, 700 1.3 
Johnsons River upper and lower anchorages 2, 400 3, 700 


Remarks.—The committee believes the project is amply justified, 
and that the general benefits warrant the Federal expenditure. It 
notes that local contributions will compensate for the benefits of local 
nature. 


NEW YORK HARBOR, ENTRANCE CHANNELS AND ANCHORAGI AREAS 


(S. Doc. 45, 84th Cong. 


Location.—Upper and Lower Bays, New York Harbor, N. Y. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, June 9, 1948. 

Existing project.—Provides, among other features, for Ambrose and 
Anchorage Channels, 45 feet deep, and 2,000 feet wide from the ocean 
to Upper New York Bay; Bayside-Gedney Channels, 35 feet deep and 
800 feet wide from the ocean to the junction with Main Ship and 
New York and New Jersey Channels; and Main Ship Channel, 30 
feet deep and 1,000 feet wide in Lower New York Bay. 

Plan of recommended improvement.—Provides for a channel 35 feet 
deep and 800 feet wide from the Atlantic Ocean to an intersection with 
Bayside-Gedney Channel. The proposed channel would replace that 
portion of Bayside-Gedney Channel situated east of the recommended 
improvement. 

Estimated cost. 


Federal Non- Federal Total 
Project document (February 1953 $1, 580, 000 0 $1, 580, 000 
Current (February 1956) 1, 678, 000 0 1, 678, 000 


Local ey ration ; None required. 
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Project economics. 


Project | Current 
document 





Annual charges $77, 700 $82, 500 
Annual benefits 
Transportation savings 69, 100 76, 500 
Elimination of accidents 45, 400 50, 300 
Total 114, 500 126, 800 
Benefit-cost ratio 1. 47 1. 54 


Remarks.—The committee notes that the improvement recom- 
mended by the Chief of Engineers would eliminate a hazard to naviga- 
tion in lower New York Bay and provide additional transportation 
saving in this Pnportant port. 


BALTIMORE HARBOR AND CHANNELS, MARYLAND AND VIRGINIA 
(H. Doe. 86, 85th Cong.) 


Location.—Chesapeake Bay, Md. and Va. 

Report authorized by..House Committee on Public Works resolu- 
tion, August 17, 1949. 

visting project.—Provides among other features for a continuous 
channel about 173 miles in length, 39 feet in depth, and varying from 
1,000 to 600 feet in width from the mouth of Chesapeake Bay to 
Baltimore; a connecting channel 27 feet in depth and 400 feet wide 
to the Chesapeake and Delaware Canal; and channels in Curtis Bay, 
Ferry Bar, and Northwest Branch in Baltimore Harbor. 

Plan of recommen led im proveme ne. Provides for a channel 4] feet 

n depth over the existing 39-foot waterway with a realinement at 
Ruppalis nnock Shoal and increases in width from 600 to 800 feet 
in those sections applicable; increased de oa in the connec ting channel 
to the Chesapeake and Delaware Canal to 35 feet and width of 600 
feet; and increased depths in certain anak channels to 41 feet. 
The recommendation also provides that, when local interests dredge 
certain areas of the Northwest Branch to 39 feet, they will be main- 
tained by the Federal Government. 

Estimated cost. 


Federal Non- Federal Total 


Report of division engineer (June 15, 1956) $28, 161, 000 $2, 630, 900 $39, 791, 000 


Local cooperation. —Furnish lands, easements, and rights-of-way, 
and spoil disposal areas; hold and save the United States fee from 
claims for danages including possible damages to oysier beds; 
accomplish alterations as required to sewer, water, and utility lines. 


Proje ct economics. Report : 


Annual charges $1, 080, 400 
Annual benefits $5, 345, 000 
Benefit-cost ratio 4.95 
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Remarks.—The committee notes the high economic ratio of this 
project and considers it completely justified. Commerce at this 
port is increasing very rapidly and it is important from a national 
defense standpoint. This project is needed to accommodate larger 
vessels and to provide for expansion of port facilities. 


HERRING CREEK, MD. 
(H. Doe. 159, 84th Cong.) 


Location.—Herring Creek is located in St. Marys County, Md., 
on the left bank of the Potomac River, 16 miles upstream from 
Chesapeake Bay and 92 miles by water southeast of Washington, D. C. 

Report authorized by.—House Public Works Committee resolution 
dated August 8, 1949. 

Eristing project.—None. 

Plan of recommended improvement.—Provides for an entrance 
channel 6 feet deep, 60 feet wide, and 1,630 feet long from the Potomac 
River into Herring Creek with a turning basin adjacent to the pro- 
posed public whart. Stone jetties to be constructed on each side of 
the entrance channel. 

Estimated cost.— 


Federal Non-Federal Total 
Project document (1953 $97, 300 $15, 400 $112, 700 
Current (January 1956). _. 110, 000 17, 800 127, 800 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas; hold and save the United States free from claims 
for damages; construct and maintain a public wharf, landing area 
and access road; and contribute in cash an amount equivalent to 3.6 
percent of the first cost of the improvement, presently estimated at 
$4,100. 


Proje ct economics. 


Project Current 
document 


Annual charges $8, 990 $10, 290 


Annual benefits 


Benefits to pleasure craft 2, 900 2, 900 
Transportation savings 280 2380 
Elimination of damages 1, 920 2, 300 
Value of increased catch 5, OOO 3, 550 
Elimination of spoilage 2, 700 2, 430 
Total 10, 800 11, 460 
Benefit-cost ratio 1. 20 1. 11 


Remarks.—\Improvement of Herring Creek is justified to meet the 
needs of the commercial seafood fleet. Provision of the proposed 
channel and basin will serve the purpose and afford a suitable harbor 
of refuge. 
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BETTERTON HARBOR, KENT COUNTY, MD. 
(H. Doc. 333, 84th, Cong.) 


Location.—Betterton is on the east side of Chesapeake Bay where 
the Sassafras River, a tidal estuary, joins the bay. It is about 18 
miles by water south of Chesapeake City, the western entrance to the 
Chesapeake and Delaware Canal, and about 35 miles by water 
northeast of Baltimore, Md. 

Report authorized by.—River and Harbor Act of July 24, 1946. 

tristing project.—N one. 

Plan of recommended improvement.—Provides for an anchorage basin 
7 feet deep, 200 feet wide, and 500 feet long in Gut Marsh approxi- 
mately 0.5 mile east of the amusement pier at Betterton, and an 
approach channel 7 feet deep and 100 feet wide, from that depth in the 
Sassafras River, with jetty protection on the west side. 

Estimated cost.— 


Federal | Non-Federal ! Total 


1 
Report (June 1954) (same as current prices) - ‘ $78, 000 $6, 700 $84, 700 


Local cooperation.—Local interests are required to furnish without 
cost to the United States all rights-of-way and spoil disposal areas; 
hold and save the United States free from all damages resulting from 
construction and maintenance of the project; provide without cost 
to the United States a bulkheaded an landing open to all on 
equal terms and an adequate approach road thereto. 

Project economics.—(Report price levels same as current prices): 


Report 
Annual charges__- ea ‘ $4, 930 
Annual benefits: 
Savings in boat damage_- _ _ ; ; ty -.. 32,400 
Savings from fish spoilage ; ae 600 
Increase in fish production__ 10, 500 
Recreational boating_ _ 2,000 
Total 18, 500 
Benefit-cost ratio- oe 4 ; 3. 14 


Remarks.—Evaluated betiafite sidiente that the ‘erpwoveneiit is 
economically justified. The recommended improvements will provide 
for the safety and convenience of a large fishing fleet operating in the 
adjacent waters. 

MOREHEAD CITY HARBOR, N. C. 


(S. Doe. 54, 84th Cong.) 


Location.—Morehead City Harbor, N. C., is on Bogue Sound at 
the mouth of Newport River, about 3 miles inside Beaufort Inlet. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, July 1, 1949. 

Existing project.—Provides for a channel 30 feet deep and 400 feet 
wide across the ocean bar at Beaufort Inlet, thence the same depth 
and 300 feet wide to the marine terminals at Morehead City, enlarged 
to 600 feet to form a turning basin at that point; for a channel 12 feet 
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deep and 100 feet wide from the 30-foot channel to 6th Street, thence 
same depth and 200 to 400 feet wide to 10th Street, thence 6 feet deep 
and 75 feet wide to deep water in Bogue Sound. The project was 
completed in 1936. 

Plan of recommended improvement.—Provides for a bar channel 35 
feet deep and 400 feet wide, increased to 600 feet at the bend; thence 
an inner channel 35 feet deep and 300 feet wide, realined to maintain 
or decrease the slope of the underwater bank along the northeasterly 
shore of Fort Macon Point; and an enlarged turning basin deepened 
to 35 feet, to be obtained by lengthening the westerly leg about 800 
feet and widening the throat and easterly leg with the boundaries 
to be not closer than 50 feet to anv bulkhead, wharf, or pier. 

Estimated cost.—(Report. price levels same as current prices) : 


Federal Non- Federal Total 


Project document $1, 197, 000 $2. 000 $1, 199, 000 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas without cost to United States; hold and save the 
United States free from damages; and provide terminal and transfer 
facilities. 

Project economics.—Report price levels same as current prices: 


Project document 


Annual charges $52, 765 
Annual benefits: Transportation savings $97, 400 
Benefit-cost ratio 1. 84 


Remarks.—The committee is of the opinion that a 35-foot depth 
should be provided in this harbor to provide safe and satisfactory 
navigation for the larger tankers and dry-cargo vessels which handle 
most of the commerce of Morehead City Harbor. Much of the 
petroleum traffic goes to defense installations in the area, and for 
Marine Corps movements. 


ESCAMBIA RIVER, FLA. 
H Doe. 75. 85th Cong 


Location.—The location of the improvement is on the lower Escam- 
bia River and Escambia Bay, near Pensacola, Fla. 

Report authorized by.—Uouse Public Works Committee resolution 
adopted June 29, 1955. 

Existing project—Channel 5}, feet deep and 150 feet wide through 
the bar at the movth of the river: a channel about 5 feet deep in 
Escambia River to the Florida State line at mile 56, to be obtained by 
removal of obstructions and by construction of dikes, wing dams, and 
shore protective works; improvement at the river channel from the 
Florida State line to the mouth of Patsaliga Creek at mile 147, by 
removal of snags, closing cutoffs, and constructing wing dams. 

Plan of recomme nded 7m prove ment. Navy igation channel 10 feet deep 
and 100 feet wide, from the 10-foot depth in Escambia Bay to the 
mouth of the Escambia River, a distance of about 5% miles, thence 


up the Escambia River to a point about 7 miles above the mouth of 


the river. 
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Estimated cost—January 1956 prices: 


Federal cost iin Soames : scans wane deere 
Non-Federal cost_ : ooo Mea paces oe ee 75, 000 
Total cost i Sam dete E : 136, 000 


Local cooperation.—F axbiiehs rights-of-way > led spoil-disposal areas; 
provide necessary basins, slips, and connecting channels; hold and save 
the United States free from damages. 

Project economics.—January 1956 prices: 


Annual charges: 


Federal é 7 Sao cranes ea scem Soe LOO 
Non-Federal soy. tes 


Total ‘ nedineg ‘. couse = amos as wo eal Wane 47, 700 


Annual benefits: 
Savings in transportation costs 


: eae 269, 900 


Harbor of refuge ; : ee wslddiins AES, Se 2, 500 
Total cn : ia ae 272, 400 
Benefit-cost ratio ‘ . Be ss 5. 7 


Remarks.—The committee be lieves the recommended improvement 
is essential for existing and prospective industries located along the 
lower reaches of the river. Substantial local expenses will be met. 


GULFPORT HARBOR, MISS. 
(S. Doe. 123, 84th Cong.) 


Location.—Gulfport Harbor is on Mississippi Sound about midway 
between Mobile, Ala., and New Orleans, La. 

Report authorized by.—Senate Committee on Public Works, resolu- 
tion, June 21, 1952. 

Eristing project—Provides for a 32- by 300-foot channel about 
8 miles long across Ship Island Bar, and 30- by 220-foot channel 
about 11 miles long through Mississippi Sound, and a depth of 30 
feet in the 1,320- by 2,640-foot anchorage basin at Gulfport. Project 
was comp dle bod. in 1950. 

Plan of recommended em prow ment. Modification of existing Federal 
project to provide, in addition thereto, for maintenance dredging 
of the existing commercial small-boat harbor located westward of the 
deep-draft harbor, about 26 acres in area, and an approach channel, 
100 feet wide and about 4,300 feet long, from deep water in Mississippi 
Sound to the basin, all at a depth of 8 feet. 

Estimated cost.—The project is for maintenance only. The existing 
small-boat harbor and channel, completed in 1952, were constructed 
by local interests at a cost of $550,700. 

Local cooperation.—Provide spoil- disposal areas; hold and save 
United States free from damages; provide and maintain public landing 
with suitable facilities; maintain bulkhead and breakwater; prevent 
unsanitary and unsightly conditions and make all harbor facilities 
available to all on equal terms. 


sins ili can cia 


pocaagt aes nr 
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Project economics.—Current (January 1956) estimate: 


Annual charges: 


Federal_____ ae ; $7, 000 
Non-Federal 1 26, 400 
Total : 33, 400 
Annual benefits: 
Commercial fishing : ; 12, 000 
Oil exploring boats 3, 000 
Land enhancement 27, 000 
Total 12, 000 
Benefit-cost ratio 1. 26 


! Includes charges on initial investment. 
Remarks.—The committee believes it proper for the Federal Gov- 
ernment to assume the maintenance of this project. 


BARATARIA BAY WATERWAY, LA. 


(H. Doc. 82, 85th Cong.) 


Location.—Barataria Bay Waterway is located in the coastal marsh 
area of south Louisiana just west of the Mississippi River at New 
Orleans. It extends from the Gulf Intracoastal Waterway at mile 
14.6 west of Harvey to the Gulf of Mexico at Grand Isle, La. 

Report authorized by —F lood Control Act of December 22, 1944, and 
River and Harbor Act of March 2, 1945. 

Eristing project.—Provides for a 5- by 50-foot waterway from the 
Gulf Intracoastal Waterway to Grand Isle, La. The project was 
completed in 1925. 

Plan of recommended improvement.—Provides for a 12- by 125-foot 
project with the south half being realined to lower estimated mainte- 
nance costs. 

Estimated cost. 


Federal Non- Federal Total 


Division engineer’s report $1, 647, 000 $242, 000 $1, 889, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way 
necessary for construction and subsequent maintenance; accomplish 
and maintain all alterations in pipelines, cables, and other facilities; 
and hold and save the United States free from damages. 

Project economics.—Current: 


Annual charges__- ‘ $153, 000 
Annual benefits: 
Transportation savings 610, 000 
Harbor of refuge ; 5, 000 
Maintenance on existing project 2, 000 
Total _ _- ; de he Ais es Seti 617, 000 
Benefit-cost ratio_ a : : 1.0 


Remarks.—The existing waterway can no longer accommodate ex- 
isting commerce, and because of the oil-production activities in the 
area, and the petroleum products now being transported, modification 
is urgently needed. The project is amply justified. 
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CHANNEL FROM PASS CAVALLO TO PORT LAVACA, TEX. 
(H. Doe. 131, 84th Cong.) 


Location.—This is a shallow-draft navigation project located on 
the central Texas coast, about 115 miles southwest of Galveston, Tex. 
Report authorized by.—House Committee on Rivers and Harbors 
resolution, September 10, 1946. 
txisting project.—Provides for a channel 9 feet deep by 100 feet 
wide from Lynns Bayou at Port Lavaca to deep water in Matagorda 
Bay; a brach channel, 9 feet by 100 feet, to and including a harbor 
of refuge, about 1 mile south of Port Lavaca; and a channel, 6 feet 
by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca and 
Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
channel from Matagorda Bay to Lynns Bayou was completed in 
1939. No work has been done on the rest of the project. 

Plan of recommended improvement.—Provides for a depth of 12 feet 
and width of 125 feet in the channel from the natural 12-foot depth 
in Matagorda Bay to the locally constructed turning basin at Lynns 
Bayou, and in the authorized channel to the harbor of refuge near 
Port Lavaca. Also provides for a depth of 12 feet in the harbor of 
refuge and locally constructed turning basin and for the Federal 
Government to assume maintenance of the turning basin. 

Estimated cost. 


| 
| 


Federal Non-Federal | Total 


Project document (1955) " ail $321, 900 None $321, 900 
Current (January 1956) ___ i  Sdnb ese eee 413, 000 None 413, 000 


Local cooperation.—Furnish rights-of-way and spoil disposal areas 
necessary for construction and maintenance; hold and save the United 
States free from all damages; and provide necessary mooring facilities 
in harbor of refuge to which all vessels shall have free and equal 
access during storm periods. 

Project economics.— 


Project docu- |Current (Jan- 
ment (1955) uary 1956) 











| 

Annual charges $29, 570 $32, 770 

Annual benefits: 
Transportation savings | 24, 020 31, 460 
Reduction difficulties and hazards to navigation | 6, 720 8, 800 
Increased capacity of harbor of refuge | 4, 590 5, 420 
Total 35, 330 | 45, 680 
| —_—_——— 


Benefit-cost ratio_.- | 1.2 1.4 


Remarks.—The proposed modification of this waterway will afford 
material benefits to established and prospective commerce by a re- 
duction in hazards to navigation and a savings in transportation costs. 


89898—57——2 
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MATAGORDA SHIP CHANNEL 
(H. Doe. 388, 84th Cong.) 


Location.—The recommended Matagorda ship channel would pro- 
vide deep-draft navigation from the Gulf of Mexico through Pass 
Cavallo, Matagorda and Lavaca Bays to a turning basin at Point 
Comfort, Tex. Pass Cavallo is on the Texas coast, 51 miles northeast 
of Aransas Pass. 

Report authorized by.—River and Harbor Act of July 24, 1946, and 
Senate Committee on Public Works resolution of September 16, 1948. 

Eristing project—There is no existing deepwater project from 
Matagorda Bay to the gulf. The existing shallow-draft project 
“Channel from Pass Cavallo to Port Lavaca, Tex.,’’ provides for a 
channel, 9 feet deep by 100 feet wide, from Port Lavaca to deep water 
in Matagorda Bay; a branch channel, 9 feet by 100 feet, to and includ- 
ing a harbor of refuge, about 1 mile south of Port Lavaca; and a chan- 
nel, 6 feet by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca 
and Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
Chief of Engineers recommended (H. Doc. No. 131, 84th Cong., Ist 
sess.) a depth of 12 feet and a width of 125 feet in the channel to Port 
Lavaca and in the channel to the harbor of refuge near Port Lavaca; 
depths of 12 feet in the harbor of refuge and the locally constructed 
turning basin at Port Lavaca; for Federal maintenance of the turning 
basin, and for incorporation of the project into the Gulf Intracoastal 
Waterway project. 

Plan of recommended improvement.—Provides for an outer bar and 
jettv channel, 38 feet dee p by 300 feet wide, about 7 miles long, from 
the Gulf of Mexico throu¢h Pass Cavallo; an inner channel, 36 feet by 
200 feet, about 22 miles long, across Matagorda and Lavaca Bays to 
and including a turning basin, 36 feet deep by 1,000 feet square, at 
Point Comfort: and for dual jetties at the entrance into the gulf. 
Also, that the project “Channel from Pass Cavallo to Port avid 
Tex.” (H. Doc. No. 131, 84th Cong., Ist sess.), be incorporated into 
the proposed Matagorda ship channel, Texas, and that the recom 
mendation in House Document No. 131, 84th Congress, Ist session, for 
incorporation into the Gulf Intracoastal Waterway project be with- 
drawn. 

Estimated cost. 

Federal Non-Federal Total 


| 
| 

Report (current) (January 1956 ; a $9, 944, 000 $7, 463, 000 co | $17, 407, 000 
' ' 


ne cooperation.—Furnish lands, rights-of-way, and spoil disposal 
areas; make all pipeline alterations; hold and save United States free 
ol damages; and make a cash contribution equal to 50 percent of 
the incremental construction cost of the deep-draft channel over the 
estimated cost of the most feasible shallow-draft channel. This 
amount is estimated at $7,280,000. 
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Project economics.—Report (current) (January 1956). 


Annual charges _- ee wad wndn ay ee 
Annual benefits: 
Transportation savings_ LO. on 633, 000 


Saving in handling costs- Lb eee 540, 000 
Ten Written CRUC. =>. 2 2 SS SEL Lee et oe 119, 000 
Reduced hazards _ - es Soe aoe 15, 000 
Savings to oil exp. vessels__ =. oe 15, 600 
Savings to fishing boats _- __- See aad tie ey seed 133, 400 

DOU 4 oan ad aoe = ae 4 >i go oie nik ieee, a 





Lil LU BocUt ELA LO GiUeSeO SiG. 1. 4 

Remarks.—The committee favors strongly this deep-water channel 
into Matagorda Bay, with its use for handling bauxite ore, and notes 
that the local contribution follows present practices. 


Benefit-cost ratio 


PORT ARANSAS-CORPUS CHRISTI WATERWAY, TEXAS 
BRANCH CHANNEL TO LA QUINTA 
(Chief of Engineers Report, March 6, 1957) 


Location.—The Port Aransas-Corpus Christi Waterway provides 
deepwater channels from the Gulf of Mexico to the ports of Corpus 
Christi, La Quinta, Harbor Island, and Ingleside. It is loeated on 
the Texas coast about 180 miles southwest of Galveston and 132 
miles north of the mouth of the Rio Grande. 

Report authorized by.— Resolutions of the Senate Committee on 
Public Works, adopted Mareh 12, 1956, and the Public Works Com- 
mittee of the House of Representatives, adopted June 26, 1956. 

Existing project.— Provides for a branch channel 5.9 miles long, 32 
feet deep, and 150 feet wide from the Corpus Christi channel (36- 
foot depth), mile 13.2 near Port Ingleside to a turning basin at La 
Quinta, 82 feet deep and 800 feet square. Local interests have 
dredged a channel 32 feet deep and 125 feet wide and turning basin 
to project size. 

Plan of recommended improvement.—Provides for enlargement of 
the La Quinta channel and turning basin by deepening the channel 
to 36 feet and widening in general to 200 feet, with suitable widening 
at curves; widening the channel to 300 feet between the most northerly 
curve and the turning basin; and by making the basin 36 feet deep, 
800 feet wide, and 1,000 feet long, with a flared approach 1,400 feet 
long. 

Estimated cost—Total project comprising both the authorized 
project and the recommended enlargement: 


Federal $1, 489, 600 
Non-Federal 1, 489, 600 
Total 2, 979, 200 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas for use during construction and subsequent main- 
tenance; hold and save the United States free from damages; no dredg- 
ing shall be performed within 50 feet of any established pierhead line, 
wharf, or structure; and, based on the “one user” concept, that local 
interests shall contribute, in cash, 50 percent of the construction cost. 
Presently, local interests have contributed $2,443,000 toward the cost 
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of the proposed project which is $953,400 in excess of their 50 percent 
share ($1,489,600). 

Project economics.—Total project comprising both the authorized 
project and the recommended enlargement: 


Annual chargés................-~.. a ; ‘ : nin imine, PLU) OOO 
Annual benefits... __________. soc acacia . a ertnengneon inion, EE OOO 
Benefit-cost ratio________- 5 5 de teed EER 5. 4 


Remarks.—The committee notes the high economic ratio of this 
project and realizes the need therefor. The project has been 
practically completed by local interests and is in operation. It is 
being used by defense industries and for transporting bauxite ore to 
a Federal stockpile. The committee is cognizant of the remaining 
cost of $536,200 for completion of existing project, which with the 
amount of $953,400 reimbursement to local interests, constitutes the 
total Federal cost of $1,489,600 for the entire project. Reimbursement 
to local interests for their excess costs is believed justified. 


FREEPORT HARBOR, TEX. 
(H. Doe. 433, 84th Cong.) 


Location.—Freeport Harbor is located about 47 miles southwest of 
Galveston, Tex., and provides deep-draft navigation from the Gulf of 
Mexico to Freeport. 

Report authorized by—House Committee on Public Works resolu- 
tions dated September 27, 1951, and March 30, 1955. 

Existing project.—Provides for an outer bar channel in the Gulf of 
Mexico, 38 feet deep and 300 feet wide; a jetty channel 36 feet by 
200 feet to a turning basin near Brazosport; thence 36 feet deep and 
averaging 375 feet wide for 7,155 feet to an upper turning basin; 
thence 30 feet by 200 feet to a turning basin 30 feet deep by 500 feet 
square at Freeport, a total length of 43,285 feet. The project also 
provides for parallel jetties at the gulf entrance, a diversion dam in 
the Brazos River with a diversion channel to the gulf, and for neces- 
sary auxiliary works and a navigation lock in the diversion dam. The 
project channels and basins have been dredged to 32 feet over author- 
ized widths from the gulf to the upper turning basin and to 25 feet by 
200 feet above that point. The diversion dam and channel have been 
completed. 

Plan of recommended improvement.—Provides for realining existing 
38 feet by 300 feet outer bar channel on straight line with jetty chan- 
nel, and for Federal Government to assume maintenance of locally 
constructed channel, 30 feet by 200 feet by 2,790 feet long, and turn- 
ing basin 30 feet by 550 feet by 600 feet long. Recommendation is 
also made that the provision of local cooperation in House Document 
No. 1469, 63d Congress, 3d session, authorized by the Rivers and 
Harbors Act of August 18, 1917, requiring approval by the Secretary 
of the Army of port tariffs for terminal charges on Freeport Harbor, 
Tex., be revoked. 
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Cstimated cost.— 





Federal | Non-Federal Total 
Report (October 1954) _ - --| $313, 000 | None $313, 000 


Revised (January 1956) - --- ‘ sedan i --| 317, 000 None 317, 000 





Note.—Cost of completing outer bar as authorized is estimated at $255,000 ($258,300, revised). Recom. 
mended realinement new work dredging will cost $58,000 ($58,700, revised) more than authorized work. 


Local cooperation.—Furnish necessary lands and spoil disposal areas 
and hold and save the United States from damages. 
Project economics. 


| Report Revised 
| (October (January 
1954) 1956) 
ont ; iene litte hts = 5 esi . jrincibieichiaaacticabiaiiiiaah 
Annual charges $9, 000 $9, 000 
Annual benefits: Total (reduced navigation hazards) --_-- $12, 000 $12, 000 
Benefit-cost ratio } 


1.3 | 1.3 


Remarks.—The committee believes this to be an economical project, 
as the elimination of the dog leg in the existing channel will permit 
easier navigation and less maintenance, including maintenance into 
the turning basin provided by local interests. 


MISSISSIPPI RIVER BETWELEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 


DAMAGE TO LEVEE AND DRAINAGE DISTRICTS 


(H. Doe. 135, 84th Cong.) 


Location.—The Mississippi River has its source at Lake Itasca in 
northern Minnesota whence it flows in a general southerly direction to 
discharge into the Gulf of Mexico. The upper Mississippi River 
canalization project embraces that part of the river from Minneapolis, 
Minn., to the mouth of the Missouri River, a distance of about 660 
miles. House Document 135 concerns levee and drainage districts 
affected by pools 14 to 26, between Clirton, lowa, and Alton, Ill., of 
the canalization project. 

Pe port authorized by. Rivers and Harbors Acts approved August 
26, 1937, and March 2, 1945. 

Existing project.—Provides for improvement of a channel having 9 
foot depth and of adequate width for navigation by the construction 
of a system of 26 locks and dams of low heads, supplemented by chan- 
nel dredging. The establishment of the navigation pools has resulted 
in damage by seepage and backwater to a number of levee districts 
bordering the river. The existing project includes provision for annual 
payment to drainage districts to reimburse them for any increased 
costs of operation and maintenance due to the operation of the 
navigation pools over a period of not less than 5 years until such 
time as the average annual costs can be determined. Annual pay- 
ments for increased pumping costs have been paid by United States 
to 15 of the districts from 1936 to date. Lump-sum payments were 
made by the United States under authority of the act of August 26, 
1937, to 2 districts for remedial work related to this matter. 


oo > pen erate mete aT Re OS 


oe ee OR aE aS REE AEE EE 








22 EROSION AND FLOOD-CONTROL PROJECTS, 1957 


Plan of recommended improvement.—House Document 135 provides 
for payment of lump-sum amounts totaling $2,475,941 in final settle- 
ment to 17 drainage districts in pools 14 to 26, as representing the 
damages caused to those districts by operation of the navigation pools. 

Estimated Federal cost—P roject document (December 1951) (rounded 
figure), $2,476,000. 


MISSISSIPPI RIVER AT ALTON, ILL. 


COMMERCIAL HARBOR AND SMALL-BOAT HARBOR 


(H. Doce. 136, 84th Cong.) 


Location.—Alton, Ill.; located on east bank of Mississippi River, 
between miles 201.7 and 204.6 above mouth of Ohio River. Com- 
mercial harbor to be located immediately downstream of dam No. 26, 
mile 202.4; smalli-boat harbor to be located at mile 209.5, mouth of 
Piasa Creek. 

Report authorized by.—Resolution of Committee on Rivers and 
Harbors of the House of Representatives, February 28, 1945. 

Existing project.—No existing Federal project for commercial or 
small-boat harbor at Alton. Existing project for navigation on the 
Mississippi River provides for 9-foot channel authorized by River 
and Harbor Act, July 3, 1930, as modified by River and Harbor Act, 
August 30, 1935. 

Plan of recommended improvement.—(a) Commercial harbor: Dredg- 
ing commercial harbor 9 feet deep extending about 2,600 feet along 
Alton waterfront below lock and dam No. 26. Facilities consist of 
decked railroad trestle, connecting truck trestle, bank protection, 
rehabilitated warehouse and access road. Federal work consists of 
only harbor dredging; harbor facilities to be constructed by local 
interests. (6) Small-boat harbor: Small-boat harbor consists of 
dredging an area 475 by 800 feet at mouth of Piasa Creek, mile 209.5, 
on land owned by the Federal Government. Project depth: 6 feet. 
Harbor to accommodate 300 small boats. 

Estimated cost. 


Federal Non-Federal Total 
Commercial harbor 
Project document (1951 $173, 000 $26, 500 $199, 500 
Current (1956) 246, 000 29, 500 275, 500 
Small-boat harbor: 
Project document (1951) 76, 210 51, 790 128, 000 
Current (1956) 101, 000 66, 700 167, 700 


Local cooperation.—(a) Commercial harbor: Furnish lands, ease- 
ments, and rights-of-way; hold and save the United States free from 
damages; establish public bodies to cooperate with the United States 
to operate facilities; suitable spoil-disposal areas; provide and main- 
tain adequate public terminal and transfer facilities, including ma- 
terial-handling facilities, mooring facilities, railroad and truck trestles, 
bank protection, warehouse, access road, parking area, railroad, 
and police and fire protection, open to all on equal terms; accomplish 
all necessary alterations to water-supplvy lines, drainage facilities, and 
utilities; and establish properly constituted body having authority 
to cooperate financially and to operate essential facilities. (6) Small- 
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boat harbor: Furnish lands, easements, and rights-of-way; hold and 
save the United States free from damages; establish public bodies to 
cooperate with the United States to operate facilities; usual require- 
ments; provide suitable spoil-disposal areas; provide and maintain 
surfacing of parking and service areas, an access road, utilities, an 
administration building; provide and maintain self liquidating items, 
such as public landing, fuel and service equipment, basin floats and 
anchorages, marine railway, boat-storage facilities, ete.; contribute in 
cash 19 pereent of first cost of harbor dredging and bank protection 
work ($22,700, January 1, 1956); establish a properly constituted 
public body having authority to cooperate financially and to operate 
essential facilities, and, upon payment, to accept a deed from the 
United States conveying the fee title for Government-owned lands 
subject to flowage easement. 
Project economics. 


Project document Current 
| 
Federal Non- Total Federal Non- | Total 
Federal Federal | 
Annual charges 
Commercial harbor $11, 725 $1, O80 $12, 805 $14, 150 $1, 040 $15, 190 
Small-boat harbor 3, 662 3, 550 7, 212 4, 200 3, 860 8, 150 
Annual benefits: 
Commercial harbor: Transportation 
savings 68, 480 77, 245 
Small-boat harbor: Recreational boat- 
ing, including prevention of damage 40, 974 46, 213 
Benefit-cost ratio 
Commercial harbor 5.4 5.1 
Small-boat harbor 5.7 §.7 


Remarks.—The committee notes the urgent need for the small-boat 
harbor at Alton, and that the total non-Federal costs amount to 
$66,700 for meeting the requirements of local cooperation. It believes 
that this large percentage of the overall cost of the project is adequate 
to cover the costs attributable to provision of recreational facilities. 


MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 
IMPROVEMENT OF BEAVER SLOUGH AT CLINTON, IOWA, FOR NAVIGATION 


(H. Doe. 345, 84th Cong.) 


Location.—Beaver Slough is located along the right bank of the 
Mississippi River between river-miles 512.7 and 517.5 above the 
mouth of the Ohio River. It is separated from the Mississippi River 
main channel by Beaver Island and lies in pool No. 14 of the canalized 
river. Upstream portions of Beaver Slough and Beaver Island are 
also within the corporate limits of the city of Clinton, Iowa. 

Report authorized by.—House Committee on Public Works resolu- 
tion, April 22, 1947. 

Eristing project.—None specifically for Beaver Slough. 

Plan of recommended improvement.—To provide for the improve- 
ment and maintenance of Beaver Slough to a depth of 9 feet and 
width of 150 feet, with a regulating structure at the head of Beaver 
Island to provide adequate depths for commercial tows. 
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Estimated cost.— 


Federal Non-Federal Total 
Project document (May 1954)__- $230, 000 (1) $230, 000 
Current (July 1955) ___- 241, 000 | (‘) 241, 000 


1 Indeterminate; not estimated. 


Local cooperation.—Furnish lands, easements and rights-of-way, 
and spoil-disposal areas required for the construction and maintenace 
of the project; hold and save the United States free from damages 
resulting from construction and maintenance of the project; maintain 
without cost to the United States adequate public te rminal facilities 
open to all on equal terms; and accomplish without cost to the United 
States any necessary alterations to sewers and other facilities, includ- 
ing aerial and submarine crossings. 

Project economies. 


Project Current 
document 

Annual charges $9, 416 $9, 758 
Annual benefits (savings in transportation costs): 

From prospective new commodities 17, 000 (1) 

From present commodities 26, 215 

Total 43,215 

Benefit-cost ratio 4.60 4.43 


1 No change. 


Remarks.—The committee believes this project feasible to provide 
a navigable channel in Beaver Slough to correspond with the existing 
project on the Mississippi River contiguous thereto. 


REPORT ON DAMAGES AT CLINTON, IOWA 
(H. Doc. 412, 84th Cong.) 


Location.—Clinton, Iowa, is located on right bank of Mississippi 
River pow 25 miles upstream from Mississippi River lock and dam 
No. 1 

Re al authorized by.—House Committee on Public Works, March 
16, 1954. 

Existing project—Provides for the improvement of the upper 
Mississippi River between Minneapolis and the mouth of the Missouri 
River, to provide a channel 9 feet deep and of adequate width for 
navigation by construction of 26 locks and dams of low heads. The 
damages caused at Clinton by the navigation project were considered 
in S. 197, 80th Congress, Ist session. River and Harbor Act approved 
May 17, 1950, authorized payment of $257,770 (based on April 1946 
price levels) to the city. Appropriation was made in Civil Functions 
Appropriation Act of 1952, and payment to the city was made in 
February 1952. The remedial works constructed by the city were at a 
greater cost than the amount received by the United States, ate in 
large part by the general rise in costs between the time of the estimate 
(1946) and the time of the actual payment (1952) by the United States. 
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Plan of recommended improvement.—Based on February 1952 price 
levels, the Chief of Engineers finds that the exact amount of damage 
saused at Clinton, lowa, by construction and operation of lock and 
dam No. 14 is $404,570, which exceeds by $146,800 the amount 
previously paid to the city by United States. It is therefore proposed 
to make additional compensation to the city of Clinton in the amount 
of $146,800 as a supplemental payment to adequately compensate 
them for the first cost of construction, capitalized annual depreciation 
costs, and capitalized operation and maintenance cost. 

Estimated cost.— 


| Federal | Non-Federal Total 
Project document (February 1952) (rounded). - 147, 000 None 147, 000 
Current (rounded)... - , 147, 000 None 147, 000 


| No revision necessary, the city of Clinton has agreed that the figure is equitable 


Local cooperation.—None, except that the payment will be contin- 
gent upon the city of Clinton furnishing an agreement satisfactory 
to the Secretary of the Army, releasing and discharging the United 
States from any and all past and future ‘claims for damages heretofore 

hereafter sustained by said city as a result of construction of 
pool No. 14 and operation thereof at authorized maximum pool levels. 


MISSISSIPPI RIVER, ST. LOUIS, MO., TO LOCK AND DAM NO. 26 


(S. Doe. 7, 85th Cong.) 


Location.—This section of Mississippi River extends from about 
northern boundary of St. Louis (mile 190.3) to lock and dam No. 26 
(mile 202.7) at Alton, Ill. 

Existing project—Authorizes improvement of Mississippi River 
under following River and Harbor Acts: 

(a) January 21, 1927; channel 9 by 300 feet, Ohio River to northern 
boundary of St. Louis. 

(b) July 3, 1930; channel 9 by 200 feet, northern boundary of St. 
Louis to Grafton, II. 

(c) August 30, 1935; 9-foot channel with adequate widths by 
system of locks and dams, between mouth Missouri River and 
Minneapolis, Minn. 

(d) March 2, 1945; improvement of Chain of Rocks near St. Louis. 

Plan of recommended improvement..—_When combined low-water flow 
of Missouri and upper Mississippi Rivers becomes less than 63,000 
cubic feet per second, deficient kets occur over the lower miter sills 
at lock and dam No. 26, causing serious hindrance to through naviga- 
tion. Proposed low-water, fixed-crest, rock-fill dam would provide 
minimum 9-foot clearance over lower miter sills of locks No. 26. 
Bank revetment on Illinois shore (left bank) included in project. 

Estimated cost. 


Federal Non-Federal Total 








Current (January 1956). - ; ; ; - $5, 802, 000 None $5, 802, 000 
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Local cooperation.—None required. 

Project economics.—Current: 
Annual charges__- : $516, 000 
Annual benefits: Include elimination of light loading; transfer of 

cargo; time loss awaiting lockages; delayed cargo deliveries, etc $2, 570, 000 
Benefit-cost ratio—_-_- 5. 0 

Remarks.—The committee considers this project an emergency 
situation. During long periods in recent years, the depth of water 
over the lower sill at the Alton Lock has been as low as 6% feet. All 
barged traffic up and down the Illinois and Upper Mississippi Rivers 
must pass through the lock. This traffic now amounts to about 
32 million tons annually. Loss of barge capacity by underloading 
increases transportation costs and results in loss of water navigation 
benefits. 

ST. ANTHONY FALLS, MINNEAPOLIS, MINN. 


(H. Doe. 33, 85th Cong.) 


Location. —North central portion of Minneapolis on the Mississippi 
River. 

Report authorized by.—House Public Works Committee resolution, 
August 17, 1954. 

Eristing project-—The project as authorized by the River and 
Harbor Act approved August 26, 1937, provides for an extension of 
4.6 miles by means of locks and dams of the 9-foot channel above St. 
Anthony Falls to the Soo Line Railroad bridge in north Minneapolis. 
The existing project has been restudied by the Chief of Engineers. 
He finds that the project is meritorious and recommends its comple- 
tion. 

Plan of recommended modification.—Provides for modification of the 
existing project with regard to extension above the lower Northern 
Pacific Railway bridge in Minneapolis to delete the provision for a 
bridge clearance of 26 feet above the 40,000 cubic feet per second 
stage and to provide such vertical clearances as may be advisable. 

Estimated cost.—The recommended bridge modification will not 
result in any increased costs to the United States: 


Federal Non-Federal Total 
Total project cost $30, 945, 000 $3, 120, 000 $34, 065, 000 
Remaining cost 19, 893, 000 1, 611, 000 21, 504, 000 


! 


Local cooperation.—As stipulated in the existing project. 

Remarks.—The committee draws attention to the recommendation 
of the Chief of Engineers that the authorized project for extension of 
navigation above St. Anthony Falls be completed. The committee 
is completely in accord with this recommendation noting that no 
benefits will result if the project is stopped at this time. The com- 
mittee therefore recommends completion of the project, and notes that 
this modification applies only to bridge clearances and does not in- 
crease the cost of the project; in fact it will reduce the estimated costs 
in excess of $1 million. 
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MINNESOTA RIVER, MINN. 
(S. Doc. 144, 84th Cong.) 


Location.—The proposed improvement includes the lower 14.7 miles 
of the Minnesota which enters the Mississippi River at St. Paul, Minn., 
844.0 miles above the mouth of the Ohio River. 

Report authorized by.—Rivers and Harbors Act, March 2, 1945 

Eristing project.—Provides for maintenance of 4-foot channel from 
mouth to Shakopee (mile 25.1). 

Plan of recommended improvement.—Provides for dredged channel 
9 feet deep, 100 feet wide; maximum width, 285 feet at bends from 
mouth to mile 14.7. 

Estimated cost.- 


| $2, 303, 000 


Survey report (February 1952) $2, 178, 000 ) 
| 2, 686, 000 


| Federal Non Non- Feder: al | Total 
| : 
Current (January 1956) 2, 544, 000 | 


Local cooperation.—Furnish lands, easements, rights-of-way; hold 
and save the United States free from damages; make necessary changes 
in roads; the Chicago, Milwaukee, St. Paul & Pacific Railroad to main- 
tain fender protection to be provided at its bridge (mile 1.6); lowering 
of submarine cables and pipelines by owners at their expense. At time 
of submission of report to Congress, February 16, 1954, no local body 
had been found which would assume responsibility, however, for the 
above requirements. Local interests are now actively engaged in 
forming a watershed district which will be capable of, and willing to, 
assume the local cooperation requirements. 

Project economies. 


Survey report}; Current 


Annual charges ; $115, 300 | $129, 300 
Annual benefits: 
Grain-shipment savings ---| 190, 700 | 190, 700 
Petroleum-shipment savings... 25, 300 | 25, 300 
Coal-shipment savings } 186, 000 186, 000 
Elimination, bank erosion | 900 900 
402, 900 | 402, 900 
Benefit-cost ratio g mt 3.491 n 3.12 


Remarks.—An unfavorable report was submitted to Congress by 
the Chief of Engineers because at that time local interests were unable 
to organize and furnish the items of local cooperation, although the 
project was amply justified at that time. There is a need for a modern 
waterway on the Minnesota River. The project cost is amply 
justified by the indicated benefit-cost ratio of 3.1 to 1.0. Local 
interests reaffirmed that the required items of local cooperation would 
be fulfilled. Local interests have dredged a temporary channel over 
which 6,500 tons of petroleum products have moved during the year, 
and the committee recommends extension of the channel 0.5 miles 
upstream beyond that recommended in the report. 


a A SN a Rs CASE EN ANI STREET IS ATL SIS ETS 
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OHIO RIVER AT GALLIPOLIS, OHIO 
H. Doc. 423, 84th Cong.) 


Location.—Gallipolis is situated on the right bank of Ohio River 
in Galiia County, Ohio, 269.5 miles below Pittsburgh, Pa. 

Report authorized by.—House Committee on Public Works resolu- 
tion, June 25, 1952. 

Existing project.—There is no existing project for protection of 
caving banks at Gallipolis, Ohio. 

Plan of recommended improvement.—Partial restoration of 300-foot 
section of eroded river bank, including rock and earth fill, and pro- 
tection against wave wash and scour by means of a layer of dumped 
rock. 

tstimated cost.—(Report price levels same as current prices): 


-deral Non- Federal Total 


Project document $66, 000 $66, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; release and disc harge the United States from claims for dam- 
ages; maintain the project; and bear the cost of necessary sewer, 
drain, and utility changes. 

Project economics.—Annual charges and benefits and a benefit-cost 
ratio were not estimated because the future natural rate of recession 
of the top of bank to be protected cannot be predicted with certainty. 
Project will protect against loss of property evaluated at $77,800. 


LICKING RIVER, KY. 
(H. Doc. 434, 84th Cong.) 


Location.—The Licking River is tributary to the Ohio River at 
Covington and Newport, Ky., opposite C incinnati, Ohio. 

Report authorized by.—House Committee on Public Works resolu- 
tion, March 16, 1954. 

txisting project.—There is no existing project for navigation in the 
lower reach of tasking River. However, backwater from the 9-foot 
Ohio River canalization project provides navigable depths in that 
reach. 

Plan of recommended improvement.—Provides for maintenance of 
navigable depths in Licking River to a point 2.8 miles above the 
Ohio River sailing line. (Report price levels same as current prices.) 

Estimated cost.—The recommended plan is for maintenance only. 


| 
Average annual cost of maintenance 


Federal Non-Federal | Total 


Project document $1, 000 $1, 000 


Local cooperation.—None required. 
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Project economics.—(Report price levels same as current prices) : 


RBUUAL COATIOE <6 2 0 od cite on eee meine ai ae ok eee $1, 000 

Annual benefits: Reduction in . transportation costs and damages due to 
accidents skeen ; ec hrendad sakacde dataset $7, 000 

Benefit-cost ratio a os Sioa Salim wee ape can ee 7.0 


Remarks.—There is now considerable traffic on Licking River. 
Completion of the Markland Lock and Dam will raise the water level 
up the Licking River. Maintenance and clearing and snagging is 
believed desirable. 

TWO RIVERS HARBOR, WIS. 


(H. Doc. 362, 84th Cong.) 


Location.—Two Rivers Harbor is at the city of Two Rivers, Wis., 
which is at the mouth of Twin Rivers on the west shore of Lake 
Michigan, about 82 miles north of Milwaukee, Wis. 

Report authorized by.—House Public Works Committee resolution 
August 16, 1950. 

tristing project.—Provides for 2 entrance piers and channel 18 
feet deep from Lake Michigan to confluence of East and West Twin 
Rivers, about 1,000 feet inland from the Lake Michigan shoreline; 
inner basin 18 feet deep at confluence; and wave stilling basin on left 
bank of entrance channel. Project is about 88 percent complete. 

Plan of recommended improvement.—Part A extends existing project 
300 feet up West Twin River at 18-foot depth, channel limits to be 
parallel to adjoining docks; part B provides channel 100 feet wide 
and 10 feet deep in East Twin River from upper limit of existing project 
to 22d Street bridge. 

Estimated cost. 


Federal Nonfederal | Total 
Part A: 
Report (March 1954) $13, 500 $13, 500 
Current (January 1956) 14, 700 | 14, 700 
Part B: 
Report 47, 000 $15, 000 | 62, 000 
Current. 51, 300 16, 400 | 67, 700 


Local cooperation. —Local interests required to provide without cost 
to United States all necessary lands, easements and rights-of-way; 
and hold and save the United States free from damages. Also required 
to perform lowering of submarine water main crossing in East Twin 
River at 21st Street. 

Project economics. 


Report Current 
(March (January 
1954) 1956) 
Annual charges, part A $2, 000 $2, 200 
Annual charges, part B $6, 100 $6, 600 
Annual benefits, part A: Savings in transportation of petroleum products $9, 300 $10, 100 
Annual benefit, part B $7, 700 $8, 400 
Benefit-cost ratio, part A 4.7 4.6 


Benefit-cost ratio, part B 1.3 1.3 
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cee gent Ba cet 


pat 


NNR NRO tl wo 


Dees mamelarmat 





30 EROSION AND FLOOD-CONTROL PROJECTS, 1957 


Remarks.—The prospective benefits amply justify further improve- 
ment of the harbor. The improvement is necessary to provide a safe 
and convenient harbor for the numerous fishing vessels operating on 
East Twin River. 


PORT WASHINGTON HARBOR, WIS. 
(H. Doc. 446, 83d Cong., 2d sess.) 


Location.—In city of Port Washington, Wis., on west shore of Lake 
Michigan, about 29 miles north of Milwaukee, Wis. 

Report authorized by.—House Public Works Committee resolution, 
April 13, 1948. 

Existing project.—Provides for north breakwater 2,537 feet long; 
south breakwater 456 feet long; outer turning basin 21 feet deep and 
750 feet wide; entrance channel 21 feet deep, and 2,400 feet long 
through south side of basin; west inner basin 140 feet wide, 490 feet 
long, and 18 feet deep; north inner basin 190 feet wide, 750 feet long, 
and 18 feet deep. Project was completed in 1936. 

Plan of recommended improvement.—Provides for lengthening north 
breakwater about 1,280 feet; placing rubble on both sides of north 
breakwater; raising top of north caisson breakwater from +8 to +10 
feet (L. W. D.); removing 456 feet of south breakwater; enlarging 
outer turning basin by deepening 150-foot wide strip on west side 
to 21-foot depth; and relocating channel lines to correspond with 
improvements. 

Estimated cost.— 


9 
») 


Federal Non-Federal Total 
Original estimate 
Report (January 1953 $2. 550, OOK $160, 000 $2. 710. 000 
Current (January 1956 2, 931, 700 184, 600 3, 116, 300 
Bureau of Budget recommendation: 2 
Report 1. 511. 400 1, 163, 600 2, 675, 000 
Current 1, 760, 700 1, 355, 600 3, 116, 300 


Reporting officer estimated that local benefits would comprise 6 percent of total benefits, hence non- 
Federal cash contribution would be 6 percent of total first cost 

Non-Federal cost based on cash contribution by local interest of 434 percent of tot il first cost, as noted 
in paragraph on comments of Bureau of Budget below 


Local cooperation.—Local interests required to (a) provide without 
cost to United States all necessary lands, easements and rights-of-way ; 
and (6) hold and save the United States free from damages. Also 
required to provide cash contribution equivalent to 6 percent of first 
cost (based upon allocation as determined by reporting officer) or 
43% percent (based upon recommendation of Bureau of Budget, see 
paragraph following). 





| 
| 
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Project economres.— 


Report Current 
Annual charges } $97, 500 $112, 180 
Annual benefits: 
Transportation savings 60, 000 | 69, 000 
Elimination of vessel delays... : 13, 000 | 14, 250 
Reduced dock damage during rough weather 200 230 
Savings-vessel turnings 2, 500 2, 800 
Reduced dock damage by improved turning conditions 1, 975 2, 270 
Reduced damage and lost time, fishing vessels 17, 725 | 20, 380 
Recreational benefits 3, 350 3, 850 
Value-harbor of refuge 5, 000 5, 750 
Total 103, 750 119, 310 
Benefit-cost ratio. ‘ 1. 06 1. 06 


Comments of Bureau of Budget.—No objection to submission of re- 
port to Congress; however, the Bureau noted that (@) major part of 
benefits would accrue to single private beneficiary (Wisconsin Electric 
Power Co.), necessitating a larger local cash contribution than stipu- 
lated in Corps of Engineers report, and (5) recreational benefits do not 
appear to be adequately documented; hence authorization of the proj- 
ect would not be in accord with the program of the President. If the 
aforementioned public utility is considered as a “private interest,”’ as 
recommended by the Bureau, the cost allocation would be made on the 
basis of proportional benefits. Benefits to said utility, resulting from 
savings in fuel transportation, comprise 75 percent of total estimated 
benefits. Based upon precedent in similar cases, the local cash con- 
tribution would be equal to one-half of this percentage, or 37% percent 
of the total first cost. With the 6 percent allocation arising from 
recreational benefits, the total contribution would be 43% percent of 
first cost. The committee believes that authorization of this project 
should be based on the report of the Chief of Engineers, since the 
benefits would be widespread. 


ST. JOSEPH HARBOR, MICH, 
(S. Doe. 95, 84th Cong.) 


Location.—St. Joseph Harbor is located on the east shore of Lake 
Michigan at the mouth of the St. Joseph River, about 60 miles easterly 
of Chicago, Il. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, January 22, 1954. 

Eristing project.—Provides for protecting the mouth of the St. 
Joseph River by 2 piers extending into Lake Michigan; a channel 21 
feet deep from Lake Michigan to the mouth of the Benton Harbor 
Canal, a length of about 6,900 feet, generally 215 feet wide; for a 
channel in the Benton Harbor Canal for a length of 2,800 feet, to a 
depth of 18 feet and a width of 80 feet; and for a turning basin on 
the north side of the channel; and that the turning basin on the south 
side be eliminated from the project. 

Plan of recommended improvement.—Provides for continued mainte- 
nance to a depth of 18 feet in the old turning basin. 

[stimated cost.—No additional cost for new work. 

Local cooperation.—None required. 
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Project economics.— 


Project 
document 


Current 


Annual charges $300 | $300 
Annual benefits $500 | $500 
Benefit-cost ratio _- 1. 67 | 1. 67 


} 


Remarks.—The expanding industrial activity at this location neces- 
sitates continued maintenance of the turning basin. 


TOLEDO HARBOR, OHIO 
(H. Doc. 436, 84th Cong.) 


Location.—Toledo Harbor is located at the westerly end of Lake 
Erie, 99 miles westerly from Cleveland, Ohio. 

Report authorized by.—House Public Works Committee, April 21, 
1953. 

Existing project.—Comprises the lower 7 miles of the Maumee River 
and a channel extending 17 miles from the mouth of the river through 
Maumee Bay to the 25-foot depth contour in Lake Erie. The project 
is substantially complete except for the removal of the center dike 
and widening at the mouth authorized by the Rivers and Harbors 
Acts of September 3, 1954, and May 17, 1950, respectively. 

Plan of recommended improvement.—Provides for additional im- 
provements as follows: (a) Triangular widening of 22.4 acres to a 
depth of 25 feet opposite the docks of the Lakefront Dock & Terminal 
Co. (6) A turning basin in Maumee River opposite the drydocks of 
the American Shipbuilding Co. 

Estimated cost. 


Federal Non-Federal Total 
(a) Project document (September 1955 $786, 000 $786, 000 
Current (Jan. 1, 1956) 786, 000 786, 000 
(b) Project document (September 1955) 73, 000 73, 000 
Current (Jan. 1, 1956) 73, 000 73, 000 


Local cooperation.—Furnish spoil-disposal areas for material exca- 
vated from widening opposite the American Shipbuilding dock; and 
hold and save the United States free from damages due to the con- 
struction works. 

Project economics. 


Project Current 
document 


Annual charges: 


(a) $33, 945 $33, 945 

(D)., 1s. 4, 160 | 4, 160 
Annual benefits: Elimination of damages 

(a) 37, 500 37, 500 

(b ‘ &, 000 8, 000 
Benefit-cost ratio: 

(a) _- 1.10 1. 10 


(b) 1. 92 1. 92 
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Remarks.—The additional work in Toledo Harbor is needed to 
prevent damages to longer and deeper-draft vessels using the port, and 
to make the repair facilities more readily available. 


IRONDEQUOIT BAY, N. Y. 
(H. Doc. 332, 84th Cong.) 


Location.—South shore, Lake Ontario, 4 miles east of Rochester 
Harbor, N. Y. 

Report authorized by.—Section 7, River and Harbor Act of July 24, 
1946. 

Exristing project.—None. 

Plan of recommended im prove ment.—Provides for a new entrance 
channel at the northeast end of the bay 8 feet deep and 100 feet wide 
from the lake to just inside the bay; an inner channel 6 feet deep and 
100 feet wide leading to a mooring basin 6 feet deep and about 3 acres 
in area, adjacent to a public wharf and thence to the bay; parallel 
jetties about 480 feet long on the lake side protecting the channel; 
a movable railroad bridge; a fixed highway bridge with 40 feet clear- 
ance; removal of existing bridges and filling of the existing outlet. 

Estimated cost.- 


Federal | Non-Federal Total 


Report . $1, 755, 600 $1, 736,900 | $3, 493, 500 
Revised a ae é . 1, 938, 000 1, 910, 600 | 3, 848, 600 


Local cooperation. Local interests must furnish without cost to 
United States, all lands, easements, rights-of-way, and suitable spoil 
areas; hold and save the United States free from damages; furnish 
and maintain mooring facilities, including public wharf; establish a 
harbor regulatory body; alter roads and other utilities where required; 
construct and maintain a highway bridge with 40-foot vertical and 
100-foot horizontal clearances over the channel; and contribute 42 
percent of cost for jetties and dredging. 

Project economics.— 


Report | Revised 

Annual charges $135, 600 $149, 000 
Annual benefits: | } 

Recreational boating , - . 314, 000 345, 000 

Elimination of damages ; 7, 000 7, 700 

Provision of refuge... , ‘ i 5, 000 | 5, 500 

Total.. bi Ble stl ia 326, 000 | 358, 600 

Benefit-cost ratio__ ; 2.40 | 2. 41 


Remarks.—The Bureau of the Budget recommended a slightly 
larger local contribution for the dredging and construction of jetties. 
The committee notes that the non-Federal costs are now approxi- 
mately equal to the Federal costs, and believes the requirements of 
local cooperation recommended in the report are reasonable. 


89898—57——-3 
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YAQUINA BAY AND HARBOR, OREG. 
(S. Doe. 8, 85th Cong.) 


Location.—Yaquina Bay is a coastal estuary at the mouth of 
Yaquina River. The bay entrance is in about 113 miles south of 
the mouth of Columbia River and 87 miles north of Coos Bay. 

Report authorized by.—Resolution by the Committee on Public 
Works of the United States Senate, adopted August 7, 1948. 

Existing project—Provides for rock jetties on the north and south 
sides of the entrance, a spur jetty, and groins; insofar as rock bottom 
will allow a channel 26 feet deep over the ocean bar, thence 20 feet 
deep and 300 feet wide between the jetties and along the south side 
of the bay to McLean Point, and a turning basin there 22 feet deep, 
1,000 feet wide, and 1,200 feet long; an auxiliary channel 18 feet deep 
leaving the 20-foot channel near the highway bridge and extending 
along the Newport waterfront to the turning basin and thence to 
Yaquina; and a breakwater protected basin 10 feet deep at Newport. 

Recommended plan of improvement.—Provides for extending the 
jetties, deepening the bar and outer end of the entrance channel to 
40 feet for a general width of 400 feet; deepening the channel to 30 
feet thence to the turning basin for a width of 300 feet with additional 
widening at bends and at the basin entrance; and abandoning the 
northeast corner of the authorized turning basin and altering the basin 
to provide a depth of 30 feet over an area 900 to 1,200 feet wide and 
1,400 feet long. 

Estimated cost.—Price level, 1955: 


POCIOPON i 8s os ons ride ae alates se $19, 800, 000 
Non-Federal - _- det cit , 31, 200 
Total _ _- ‘. oa caer 19, 831, 200 


Local cooperation.—(a) Furnish free of cost to the United States all 
lands, easements, rights-of-way, and suitable spoil-disposal areas 
necessary for the construction of the work and its subsequent main- 
tenance, when and as required; (6) hold and save the United States 
free from damages due to construction and maintenance of the work; 
and (c) provide adequate terminal facilities open to all on equal terms; 
and provided further that the south jetty shall not be extended until 
experience demonsirates, in the judgment of the Chief of Engineers, 
that this work is advisable. 

Project economics: 

Annual charges, total . $872, 600 
Annual benefits: Transportation savings_- peciae ies ss ? meegaay ber 
Benefit-cost ratio - ps ra eee sien 1. 43 

Remarks.—The committee was advised that a pulp and paper mill 
is now being built in the Yaquina Bay area, and plans are complete 
for one in Alaska, operation of the two to be correlated by shipments 
into Yaquina Harbor. It is believed that the benefits from the recom- 
mended improvements will exceed those estimated, and that the 
project is economically feasible and needed by the lumber and timber 
industry in the area. 
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PORT TOWNSEND, WASH. 
(H. Doc. 418, 84th Cong.) 


Location.—Port Townsend is on the shore of Olympic Peninsula at 
the junction of Strait of Juan de Fuca and Admiralty Inlet, north- 
western Washington. 

Report authorized by.—Section 110, River and Harbor Act of 1950. 

Existing project.—None. 

Plan of recommended improvement.— Provides for a mooring basin of 
14 acres, 12 feet deep in the inner part and 15 feet in the outer part; 
protected by a breakwater 1,550 feet long, including a 950-foot rock 


and earthfill section and a 600-foot rock and pile section. 
E’stimated cost. 


Federal | Non-Federal 


| 
| | Total 
eRe ee ig ee ame 
Project document (January 1955) sd $370, 000 | $231, 000 3601, 000 
Current (January 1956 387, 000 241, 700 628, 700 


Local cooperation. -Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; provide mooring and landing facilities; alter and maintain ferry 
landing facilities; maintain earthfill section of breakwater and moor- 
age area; confribute in cash or equivalent work 15.4 percent of the 


cost of dre dging the mooring basin and constructing the breakwater, 
presently estimated at $70,400. 
Project economies. 


Project Current 
document 


Annual charges 


$26, 000 | $27, 100 
| = 

Annual benefits } 
Reduction in fish-boat damages and expenses 750 | 790 
Increased fish catch 10, 610 11, 560 
Reduction in pleasure-boat damages and expenses 4, 000 | 1, 200 
Increased benefits, pleasure craft 8, 740 | 9, 170 
Increased benefits, commercial and miscellaneous craft 7, 500 7, 870 
Increased land rental 3, 000 3, 150 
Total 34, 600 | 36, 740 
Benefit-cost ratio 1. 33 1.35 


Remarks.-The committee takes note of the relatively large non- 
Federal costs for a small community, and believes the project desir- 


able to improve the fishing industry in the area and bolster the 
economy of the region. 


DOUGLAS AND JUNEAU HARBORS, ALASKA 


(H. Doe. 286, 84th Cong.) 


Location.—The towns of Douglas and Juneau in southeastern 
Alaska are located on the northeast and northwest shores of Gastineau 
Channel. A bridge crossing the channel connects Juneau on the 
Alaskan mainland and Douglas Island. 

Report authorized by.—Resolution by House Committee on Rivers 
and Harbors adopted October 30, 1945, 
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Existing project.—Dredging a small-boat harbor of 11% acres to a 
depth of 12 feet, and construction of 2 rock-mound breakwaters 
1,540 and 430 feet long on the mainland side of Gastineau Channel 
just north of the Juneau-Douglas bridge. Project completed in 1939. 

Plan of recommended improvement.—Provides for dredging a small- 
boat basin at Juneau 19 acres in extent and 12 to 14 feet in depth 
with a protective jetty 530 feet long and a breakwater 1,150 feet 
long; and a basin at Douglas 5.2 acres in extent and 12 feet deep with 
a protective jetty 90 feet long. 

Estimated cost. 


Federal Non-Federal Total 
Project document (1954 $1, 253, 000 $475, 000 $1, 728, 000 
Current (January 1956 1, 394, 000 528, 400 1, 922, 400 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas for initial work and for subsequent maintenance 
when and as required; and hold and save the United States free from 
damages due to the construction and maintenance of the project; 
make all necessary alterations in utilities; construct, maintain, and 
operate at both basins adequate mooring facilities, utilities, and public 
landings with suitable service and supply facilities open to all on equal 
terms; provide and maintain bulkheads; and maintain the existing 
causeway and the rockfill approach to the Douglas City wharf. 

Project economics. 


Project Current 
document 
Annual charges 
Federal 
Interest and amortization $44, 360 $49, 340 
Maintenance and operation 
Corps &, 600 9, 500 
Coast Guard 500 600 
Total Federal 53, 460 59, 440 
Non-Federal 
Interest and amortization 16, 750 18, 635 
Maintenance and operation 22, 450 24, 980 
Gross _. 39, 200 43, 615 
Returns 30, 630 34, 070 
Net non-Federal 8, 570 9, 545 
Total annual charges. 62, 030 | 68, 985 
Annual benefits: 
Elimination of damages. - - 30, 500 33, 910 
Value of increased fish catch 14, 860 17, 690 
Increased benefits, pleasure craft-_-.-- 20, 010 22, 290 
Other benefits 13, 060 14, 550 
Total 78, 430 88, 440 
Benefit-cost ratio 1. 26 . 28 


Remarks.—The committee is aware that the only access to Juneau 
is by sea or air, and that it is a large center for commercial fishing and 
recreation boats. The recommended improvements are considered 
desirable and feasible. 
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DILLINGHAM SMALL-BOAT HARBOR, ALASKA 
(H. Doc. 390, 84th Cong.) 


Location.—Dillingham is located at the head of Nushagak Bay on 
the north shore of Bristol Bay in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948, and 
as amended and confirmed by section 208 of the Flood Control Act 
of 1950. 

Existing projects.—None. 

Plan of recommended improvement.—Provides for an excavated 
basin approximately 300 by 700 feet dredged to a depth of 2 feet 
above mean lower low water with a timber sheet-piling sill across 
the basin outlet with top elevation 7 feet above mean lower low water. 
Entrance to the basin would be through the creek which would 
be improved, over a reach of about 1,100 feet, to provide a bottom 
width of 40 feet. The entrance with a controlled elevation of 7 feet 
above mean lower low water would permit entrance or egress about 
50 percent of the time during the ice-free period. 

Estimated cost. 


Federal Non-Federal | Total 
Project document (January 1954 : $338, 000 $40, 000 | $378, 000 
Current (January 1956) 372, 000 44, 000 416, 000 


Local cooperation._-Provide, without cost to United States, all 
necessary lands, easements, and rights-of-way for construction and 
maintenance where and as required; hold and save the United States 
free from property damages that may result from the construction 
and maintenance of the project; and provide and maintain, without 
cost to the United States, necessary mooring facilities and utilities 
including a public landing with suitable supply facilities open to all 
on equal terms. 

Project economics. 


Project doe- | Current 

ument 

Annual charges | 
Federal $21, 100 | $23, 200 
Non-Federal 3, 000 3, 300 
Total | 24, 100 | 26, 500 

Annual benefits: Prevention of losses, repairs, and damages to boats, saving | 

of time and cargo $32, 150 | $35, 365 
Benefit-cost ratio 1. 33 1.33 


Remarks.— Dillingham is a small isolated community, but Bristol 
Bay is the prine ipal supplier of red salmon in the entire world. Fish- 
ing is the principal industry and this activity increases during summer 
months. Fishing craft there takes a terrific beating during frequent 
storms in the North Pacific area, and boats and cargo are frequently 
lost. This project is believed essential. 


ope. ee tesa et 
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NAKNEK RIVER CHANNEL IMPROVEMENT, ALASKA 
(H. Doc. 390, 84th Cong.) 


Location.— Naknek River rises in Naknek Lake and flows westerly 
about 35 miles to Kvichak Bay at the northeast end of Bristol Bay 
in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948, as 
amended and confirmed by section 208, Flood Control Act of 1950. 

Existing project—None. 

Plan of recommended improvement.— Provides for removing boulders 
by blasting at 23 se »parate locations in the reach between mile 8 and 17. 

Estimated cost.— 


Federal Non-Federal Total 
Project document (1954 $17, 000 0 $17, 000 


Current (January 1956) - - 19, 000 0 | 19, 000 


Local cooperation.—No local cooperation required. 
Project economics.— 
le ea eataas = : — 
Project | Current 
document 


Annual charges $600 | $660 
Annual benefits: Reduction in losses and damages and savings in time $1, 000 $1, 100 
Benefit-cost ratio 1. 67 1. 67 

Remarks.—The committee was informed that the salmon pack from 
along Naknek River aver: ages 150,000 cases annually. There is also 


other heavy traffic, largely defense tonnage to King Salmon Air Base 
Improvement of Naknek River is believed highly desirable to eliminate 
boat damages and improve navigation facilities. 


STATE OF CONNECTICUT, AREA 9, EAST RIVER TO NEW HAVEN HARBOR 
(H. Doc. 395, 84th Cong. 


Location.—Projects recommended for Federal aid are located at 
Guilford Point Beach which is along the shore of Guilford Harbor at 
mouth of East River about 11 miles east of New Haven, Conn., and 
at Lighthouse Point Park which is on the east shore of the entrance 
to New Haven Harbor, Conn. 

Report authorized by.—Section 2 of the River and Harbor Act ap- 
proved July 3, 1930 as amended and supplemented. 

Existing project.—No existing beach erosion control project. 

Plan of recommended improvements. 

Guilford Point Beach: Provides for widening to 125 feet, approxi- 
mately 400 feet of beach, by direct placement of sand fill (to be 
obtained from Guilford Harbor navigation project at no cost to beach 
erosion control project), and construction of one impermeable groin 
300 feet long at the east limit of the fill. 

Lighthouse Point Park: Provides for construction of an impermeable 
groin 380 feet long. 








EROSION AND FLOOD-CONTROL PROJECTS, 1957 39 


Cstimated cost.— 





mori pi Federal Non-Federal Total 
Guilford Point Beach: 
Project document (1954) : $4, 400 $8, 800 $13, 200 
Current (1956) 6, 000 12, 000 18, 000 
Lighthouse Point Park: 
Project document (1954) - - - oven encieth dbl thacal 4, 000 8, 000 12, 000 
Current (1956) - os Fen eee he 6, 000 12, 000 18, 000 


Local cooperation.—Assure maintenance during life of project aS 
required; furnish lands, easements, and rights-of-way; assure that 
water pollution that would endanger life of bathers will not be per- 
mitted; assure continued public ownership and public administration 
during life of project. Adequacy of work, detailed plans, specifica- 
tions, assurance that requirements will be met; arrangements for 
prosecuting the work must have approval of Chief of Engineers prior 
to commencement of work. 

Project economics.— 


pe Project Current 
ih document 
Annual charges: | 
Guilford Point Beach | $575 $1, 100 
Lighthouse Point Park 520 750 
Annual benefits: | 
Guilford Point Beach (recreational) 812 4, 200 
Lighthouse Point Park (direct damages prevented) 1, 400 1, 400 
Benefit-cost ratio: 
Guilford Point Beach a | 1.4 3.8 
Lighthouse Point Park ‘ 2.6 1.9 


Remarks.—Severe erosion occurs along the Connecticut coast from 
hurricanes. Local interests have accomplished some work because 
of the urgency matter. The work appears to be highly desirable 
andjeconomically feasible. 


ATLANTIC COAST OF LONG ISLAND, N. Y., FIRE ISLAND INLET AND SHORE 
WESTERLY TO JONES INLET (BEACH EROSION) 


(H. Doe. 411, 84th Cong.) 


Location.—Atlantic Coast of Long Island extending about 15 miles 
from Fire Island Inlet to Jones Inlet. 

Report authorized by.—Section 2 of Public Law 520 (River and 
Harbor Act), 71st Congress, approved July 3, 1930, as amended 
and supplemented. 

Cristing project.—None. 

Plan of recommended improvement.—Provides for dredging the inlet 
shoal in Fire Island Inlet opposite the western end of Oak Beach to 
obtain fill material for a feeder beach west of the inlet. and for Oak 
Beach. The plan anticipates 3 dredging operations over a period of 
15 years involving about 6 million cubic yards of material, of which 
about 500,000 cubic yards would be placed on Oak Beach in the 
initial operation. 

Estimated cost.—Project report (May 1956): 
Federal___-_-- m asec tini jo and .. $2, 724, 000 
Non-Federal_ 5 ar ortega 5 anna Gy t0m, Oee 


2OtM. ..~« . Si: <6 haa saci 5 id _... 6, 486, 000 
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Local cooperation.—Obtain approval by the Chief of Engineers of 
detailed plans and specifications; provide lands, ease aoe and rights- 
of-way; hold and save free from claims for damages; assure “that 
water pollution will not be permitted; assure maintenance of the proj- 
ect; and assure continued public ownership of the shore during the 
economic life of the project. 

Project economics.—Project report: 


Annual charges__- ps, aes da. . ; $464, 000 
Annual benefits: 
Prevention of land loss- - - - _.. 210, 000 
Prevention of storm damage J 70, 000 
Decreased maintenance of buildings and grounds- _-_ : 75, 000 
Recreational benefits ‘ ; _ 200, 000 
Decreased maintenance of navigation project a 85, 000 
Total E 640, 000 
Benefit-cost ratio : . : 1.4 


Remarks.— Decreased maintenance of the F edie ral navigation project 
in Fire Island Inlet is considered to be a basis for an additional Federal 
share in the project. The amount of this added share will be recom- 
puted prior to the second and tnird placement operation based on the 
experience in maintaining the navigation channel. 


ASBURY PARK TO MANASQUAN, ATLANTIC COAST OF NEW JERSEY, 
COOPERATIVE REPORT ON BEACH-EROSION CONTROL 


(H. Doe. 361, 84th Cong.) 


Location.—The area under consideration includes the 9 miles of the 
Atlantic coast of New Jersey in Monmouth County and extends from 
the north limit of Asbury Park, at a point about 18 miles south of 
Sandy Hook southward to Manasquan Inlet. 

Report authorized by.—Cooperative study provisions of section 2 of 
the River and Harbor Act approved July 3, 1930, as amended and 
supplemented. The report covered 51 miles of shore from Sandy 
Hook to Barnegat Inlet. 

Existing project.—There is no existing Federal project for beach 
erosion control in the area. Federal navigation projects have stabi- 
lized Shark River and Manasquan Inlets and some protection of 
immediately adjacent shores has been accomplished in connection 
therewith. 

Plan of recommended improvement.—The recommended project, part 
of the plan considered in the document, provides for restoration and 
protection of the shore from Asbury Park to Manasquan by artificial 
placement of approximately 2 400,000 cubic yards of sand fill to 
widen the beach to a minimum of 100 feet at elevation 10 feet above 
mean low water. 

Estimated cost. 


Federal Non-Federal Total 


Survey report (December 1953) $1, 510, 000 $3, 210, 000 | $4, 720, 000 
Current (spring 1956) 1, 677, 000 3, 563, 000 5, 240, 000 
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Local cooperation.—Federal participation in the project was recom- 
mended provided that local authorities (a4) pay two-thirds of the first 
cost of construction applicable to non-Federal publicly owned portions 
and all the first cost applicable to privately owned portions of the 
shore; (6) obtain approval from the Chief of Engineers for detailed 
plans and specifications for work prior to its commencement; (¢) assure 
maintenance of the protective and improvement measures during 
their economic life, including replenishment of feeder beaches; (d) pro- 
vide all necessary lands, easements, and rights-of-way; (e) prevent 
water pollution that would endanger the health of bathers; and 
(f) assure continued public ownership of the shore upon which the 
amount of Federal participation is based and its administration for 
public use during the economic life of the project (50 years). 

Project economics. 


Project | Current 
document 


(Annual charges $517, 000 $568, 000 
Annual! benefits $682, 000 $750, 000 
Benefit-cost ratio 1.3 | 1.3 


SHORE OF MANITOWOC COUNTY, WIS. 
(H. Doe. 348, 84th Cong.) 


Location.—On west shore of Lake Michigan in and between cities of 
Two Rivers and Manitowoc, in central lake shore section of Manitowoc 
County, Wis. Comprises continuous reach of shore 9% miles long, 
ine luding 2 miles in Two Rivers, 4% miles in Manitowoc, and 3 miles 
intervening. 

Report authorized by.—Section 2, River and Harbor Act, July 
1930. 

Eristing project.—None. 

Plan of recommended improvement.— Provides for placing 9,550 lineal 
feet of stone revetment at toe of bluff along shore. Comprises 3 sec- 
tions of considered plan as follows: Section D, 7,900 feet in reach 
between cities; section E, 1,200 feet; and section F, 450 feet, both in 
city of Manitowoc. 

Estimated cost. 


wy, 


Federal Non- Federal Total 


see. D 
Report (January 1955 $39, 500 $79, 000 | $118, 500 
Current (January 1956 42, 000 82, 900 124, 900 

Sec. E: 
Report 6, 000 12, 000 | 18, 000 
Current 6, 400 12, 600 19, 000 

Sec , 
Report 1, 500 3, 000 4, 500 
Current 1, 600 3, 200 4, 800 

Total cost: 

Report 47, 000 94, 000 141, 000 
Current 50, 000 98, 700 148, 700 


Local cooperation.—Local interests required to (a) obtain approval 
by Chief of Engineers of plans and specifications prior tq construction ; 
(6) maintain and repair project works; (c) provide without cost to 


ame 
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United States all necessary lands, easements and rights-of-way; and 
(d) assure continued public ownership and use of improved shore 
during economic life of project. 

Project economics. 





Report | Current 
(January (January 
1955) 1956) 
Annual charges: 
Sec. D_. | $5, 200 $5, 460 
Sec. E | 830 870 
Sec. F 210 | 220 
Total annual charges_. 6, 240 | 6, 550 
Annual benefits, sec. D: Erosion prevented and highway relocation elimi- | 
nated 13, 840 | 14, 530 
Annual benefits, sec. E: 
Erosion prevented and highway relocation eliminated - - 2, 500 2, 630 
Maintenance eliminated 20 | 20 
Total 2, 520 | 2, 650 
Annual benefits, sec. F: 
Erosion prevented and highway relocation eliminated - 900 950 
Maintenance eliminated 10 | 10 
nD | 
otal 910 | 960 
Total annual benefits 17, 270 | 18, 140 
Benefit-cost ratio 
Sec. D 2.7 2.7 
. > | 
Sec. E 3.0 | 3.0 
Sec. F | 4.3 | 4.3 
Overall project... 2.8 2.8 


FAIR HAVEN BEACH STATE PARK, N. Y. 
(H. Doc. 134, 84th Cong.) 


Location.—In the town of Sterling, Cayuga County, N. Y., on the 
south shore of Lake Ontario about 15 miles west of Oswego Harbor, 
Noa 

Report authorized by.—Section 2 of the River and Harbor Act of 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for the construction 
of a groin about 100 feet long at the west limit of the park, raising and 
extending the jetties at the outlet of Sterling Creek, raising the inner 
end of an existing groin and placement of about 71,000 cubic yards of 
sand fill. About 2,700 linear feet of improved beach frontage would 
be provided between the new groin and the existing groin. 

Estimated cost.— 


| Federal Non-Federal | Total 

| 
ttn out ‘ ws ms : ‘ ite 
Project document (July 1953) - - $101, 700 | $203, 300 | $305, 000 
Current (January 1956) - - --- 114, 000 | 226, 300 | 340, 300 


} 


Local cooperation.—Furnish lands, easements, and rights-of-way; 
construct the improvement in accordance with plans approved by the 
Chief of Engineers bearing all costs therefor except the one-third share 
to be borne by the United States; hold the United States free from 
damages due to the work; satisfactorily maintain the completed 
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improvement; maintain public ownership of the park; and prevent 
water pollution that would endanger the health of bathers. 


Project economics. 


| | 
i 





| Project docu- Current 
ment 
|— letiead sia 
Annual charges $16, 510 $18, 400 
j ——_—_—_—— | —— ——_—— 
Annual benefits: 
Protection of existing beach .| 24, 850 24, 850 
Restoration of previous beach 11, 850 11, 850 
Provision of new beach_. 18, 000 18, 000 
|— grvatiiiiilimeuimniebeinina 
Total 54, 700 54, 700 
Benefit-cost ratio 3. 31 | 2.97 
| 


Remarks.—The recommended project will restore a very fine beach, 
and produce many benefits. 


HAMLIN BEACH STATE PARK, N. Y. 
(H. Doe. 1388, 84th Cong.) 


Location.—On the south shore of Lake Ontario 20 miles west of the 
city of Rochester, about midway between the ends of the lake. 

Report authorized by.—Section 2 of the River and Harbor Act of 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
4,200 linear feet of park beach by construction of 4 new groins, 
modification of 3 existing groins, grading existing bluffs to stable 
slope, and placement of about 217,000 cubic yards of sandfill. 

Estimated cost. 


Federal | Non-Federal | Total 
= — 


Project document (March 1954) $367, 700 | 


$735, 300 
Current (January 1956) 


404, 000 | 806, 600 


$1, 103, 000 
1, 210, 000 


Local cooperation.—The State of New York must adopt the recom- 
mended plan of improvement, pay two-thirds of the first cost, and 
furnish all lands, easements, and rights-of-way. The State must also 
release the United States from all claims for damages, be responsible 
for maintenance and repairs during the life of the project, provide 
assurance of the continued public ownership and usage of the park, 


and prevent pollution of the bathing area. 
Project economics. 





| Project Current 
| document 
Annual charges | $54, 000 $59, 200 
Annual benefits: 
Damages prevented 20, 000 20, 000 
Recreational benefits : ' 83, 700 83, 700 
Restoration benefits. Ge 5, 000 5, 000 
p19 veel bined he Melle teil ie Mia a dctigs lela pe IM slate | 108, 700 108, 700 
Benefit-cost ratio 2.0 1.8 


te ee 
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Remarks.—The committee notes that the State of New York has 
done considerable work at this location. The recommended project 
appears economically justified. 


BEACH EROSION CONTROL PROJECT, SAN DIEGO COUNTY, CALIF. 
(H. Doc. 399, 84th Cong. 


Location.—San Diego County includes about 70 miles of the south- 
erly shore of California and is flanked by Mexico on the south and 
Orange County on the north. Oceanside is about 40 miles to the 
north and Ocean Beach, Imperial Beach, and Coronado are in the 
vicinity of the city of San Diego. 

Report authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930. 

Existing project. —None. 

Plans of recommended im prove ment. 

Oceanside: Construction of a protective beach generally 200 feet 
wide and approximately 10,000 feet long from the vicinity of Ninth 
Street to Witherby Street by artificial placement of approximately 
900,000 cubic yards of suitable sand; 

Ocean Beach: Construction of a protective beach generally 200 feet 
wide and approximately 1,700 feet long between Cape May and 
Narragansett Avenues by artificial placement of approximately 
250,000 cubic vards of suitable sand (obtained from dredging of the 
Mission Bay navigation project at no cost to the beach erosion control 
project), and construction of 1 stone groin about 530 feet long in the 
vicinity of Cape May Avenue; 

Imperial Beach: Construction of a system of 5 stone groins from 
the north end of the existing naval rs jailte station seawall to a point 
about 400 feet south of Coronado Avenue, the most northerly groin 
to be 600 feet long and the others each to be about 400 feet long. 

Estimated cost.—Project document 1954 and current: 


Federal Non-Federal Total 
Oceanside $180, OOO $360, 000 $540, 000 
Ocean Beach 11, 500 23, 000 34, 500 
Imperial Beach 96 800 147, 200 244, 000 
Total 289, 000 530, 200 819, 200 


Local cooperation. 

(a) Obtain approval by the Chief of Engineers of detailed plans 
and specifications and arrangements for prosecuting the work on any 
project, prior to the commencement of such work. 

(6) Provide at their own expense all necessary lands, easements, 
and rights-of-way. 

(c) Furnish satisfactory assurances that they will (1) control pollu- 
tion of waters to the extent necessary to safeguard the health of 
bathers, except that originating from the international sewer south 
of Imperial Beach, (2) maintain the protective and improvement 
measures during the useful lives of the projects as may be required 
to serve their intended purposes, including replenishment of the 
protective beaches at Oceanside and Ocean Beach at suitable intervals, 








EROSION AND FLOOD-CONTROL PROJECTS, 1957 45 


and (3) maintain continued public ownership of the shores and their 
administration for public use during the useful lives of the projects. 
Project economics. —Project document and current: 


Oceanside | Ocean Beach Imperial 


Beach 
Annual charges $43, 000 | $4, 600 $12, 000 
Annual benefits: | 
Savings of land and improvements 86, 800 | 2, 600 | 14, 000 
Additional beach area 16, 000 | 2, 700 | 3, 200 
Total 102, 800 5, 300 | 17, 200 
Benefit-cost ratio 2. 39 | 1.15 1, 36 


Remarks.—Prevention of erosion and restoration of these beaches 
is necessary and economically justified. 


WAIMEA BEACH AND HANAPEPE BAY, KAUAI, T. H. (BEACH EROSION) 
(H. Doe. 432, 84th Cong.) 


Location.—Waimea Beach and Hanapepe Bay, 2 localities about 7 
miles apart, are on the southerly side of the island of Kauai, T. H. 

Report authorized by.-—Section 2, River and Harbor Act approved 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for construction of 2 
rubble-mound seawalls 1,240 feet and 1,525 feet long at Waimea Beach 
and Hanapepe Bay, respectively. 

Estimated cost.—1956 price levels: 


ciate we 


| 


Federal Non-Federal Total 
wn —— a | 
Waimea Beach ; $4, 000 | $19, 800 $23, 800 
Hanapepe Bay oak : | 16, 000 | 


43, 600 | 59, 600 
| 


Local cooperation.—Submit for approval by the Chief of Engineers, 
prior to commencement of work on either project, detailed plans and 
specifications and arrangements for prosecuting work on that project; 
provide all necessary lands, easements, and rights-of-way; give 
satisfactory assurances that local interest will maintain the protective 
measures during their useful lives as may be required to serve their 
intended purpose; maintain continued public ownership of the shores 
on which the amount of Federal participation is based, and their 
administration for public use during the useful lives of the projects; 
and contribute to the cost of the project as recommended by the 
Chief of Engineers. 

Project economics. 





| Waimea Hanapepe 
| Beach Bay 
Annual charges 3 sonnel $1, 029 $2, 642 
Annual benefits: | oe 
Prevention of loss of land ¢ ah aot 922 3, 421 
Elimination of repair costs ae : sks aa 194 43 
Total....... pass as ee oe eee 1,116 3, 664 





Benefit cost ratio-- J snip ’ eden te gelnicddgadiia inde 1,08 1.39 
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SECTION 102 


This section is similar to that in the 1954 River and Harbor Act 
and provides for reimbursement of local interests for work done by 
them on beach erosion projects authorized in section 101 subsequent 
to the initiation of the cooperative studies which form the basis for 
the project. Certain restrictions and limitations are included to safe- 
guard the interests of the United States. The committee considers 
this provision to be an equitable one, the principles of which have 
already been recognized by Congress in previous legislation. 


SECTION 103 


The committee heard long and extensive testimony on the matter 
contained in this section and has discussed the proble m exhaustively 
in executive session. A provision requiring local interests’ coopera- 
tion in the authorization of the Algiers lock on the Gulf Intracoastal 
Waterway near New Orleans was agreed to in good faith but local 
interests were sabes ‘quently informed by the attorney general of the 
State of Louisiana that this provision, which required them to main- 
tain and operate a new railroad bridge over the lock, could not be 
legally met. The Corps of Engineers lacks the authority to maintain 
and operate this railroad bridge. The project which has been com- 
pleted will be in an anomalous position in that the railroad cannot 
reasonably be required to assume this responsibility since the bridge 
is over a part of the project which was formerly dry land and its 
construction was necessitated only by the provision of the navigation 
improvement and does not benefit the railroad. The committee 
feels that the moral obligation for this cost lies upon local interests 
but recognizes the legal impossibility of meeting this obligation until 
appropriate action is taken by the State. Therefore, it has included 
language to a the Corps of Engineers to operate the railroad 
bridge over Algiers Canal for a pe riod not to exceed 2 years from the 
passage of this act in order to permit local interests to take the neces- 
sary steps. The committee has arrived at this decision after long 
and careful deliberation and believes it to be the only solution to a 
vexing problem. The committee points out, however, that it expects 
that appropriate action will be taken by the State of Louisiana to 
remove this burden from the Federal Government as contemplated 
in the authorizing legislation. 


SECTION 104 


The committee heard extensive testimony on the proposed program 
to eliminate the water hyacinth and other obnoxious growth from 
water along the southeastern and gulf coasts. The language included 
in this section is in accordance with a report and recommendations of 
the Chief of Engineers, and would normally be included as one of the 
items in section 101. It has been placed in a separate section because 
of the committee's desire to state fully and completely those conditions 
under which the project is authorized. It provides for a 5-year pro- 
gram at a cost of $1,350,000 per vear in addition to maintenance 
funds which are now being spent under navigation authorizations. 
This cost will be divided between the United States and local interests 
in the ratio of 75 percent Federal, and 25 percent non-Federal, pres- 
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ently estimated at $1,012,500 Federal, and $337,500 non-Federal. 
Certain restrictions and limitations have been included in the language 
to safeguard the interests of the United States. The Bureau of the 
Budget recommended a local contribution of 50 percent for the work 
The committee believes that the benefits from this program are wide- 
spread and accrue to general navigation, and that a local contribution 
of 25 percent is adequate (H. Doc. 37, 85th Cong.). 


SECTION 105 


The committee has discussed with the Corps of Engineers at con- 
siderable length the present report procedure which in many cases 
requires submission of a preliminary examination prior to undertaking 
the survey. This procedure extends back for many years and is no 
longer considered to be efficient. The lapse between the submission 
of a preliminary examination report and the initiation of a subsequent 
survey requires repetition of effort, an increase in costs, and frequently 
delays of 1 to 2 vears in reaching final conclusions. Much time and 
some money would be saved in submitting review survey reports on 
favorable projects if the Corps of Engineers could proceed without 
interruption into the survey phase after preliminary determinations 
are made that survey studies are worthwhile. If the preliminary 
investigation indicates that there is no likelihood of developing a 
favorable project, a report on that basis would be submitted to the 
Congress fulfilling the requirement of authorization for the study at a 
minimum expense. In conducting its work and its relationship with 
this committee, the Corps of Engineers will program and present costs 
on the basis of the total estimated cost of a full survey for each report 
with the understanding that some reports can be completed at a rela- 
tively small cost after preliminary determinations indicate lack of 
economic justification. The actual costs of many of the reports in the 
program, therefore, will ultimately be less than that indicated. 

This section pertains to reports for navigation and allied purposes. 
In title IT, a similar section (sec. 209) is included for reports on flood 
control and allied purposes. 


SECTION 106 


This section provides for reimbursement to local interests for work 
on 2 projects authorized in the River and Harbor Act of 1954; 1 on 
Apalachicola Bay, Fla., and 1 in the same area on a channel across 
St. George Island, Fla. Because of the urgency of the work, local 
interests have undertaken certain parts, and the committee feels that 
in these cases it is entirely equitable that they be reimbursed. Other 
reimbursements of this nature have been authorized by the Congress 
in the past in connection with navigation projects. 


Secrion 107 


The project for the Dog River Cutoff in Pascagoula Harbor, Miss., 
was authorized in the River and Harbor Act of 1950, providing for a 
\2-foot channel. Because of the urgency of the work, the port 
supervisors proceeded to dredge an 18-foot channel throughout the 
length of the project at a cost of $61,000. They now desire reimburse- 
ment of the cost of providing the authorized 12-foot project within 


Se RISES ROR AS A 
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the limits of the work done, and subject to approval of the Chief of 
Engineers. The committee believes that reimbursement to local 
interests in an amount of $44,000 is justified. It is believed also that 
local interests should comply with the requirements of local coopera- 
tion in order that there be no difficulty in Federal maintenance of the 
project at a later date. 

SECTION 108 


The purpose of this section pertaining to the Upper Fox River, Wis., 
is to authorize the transfer of the Federal properties comprising the 
project to the State of Wisconsin. This in an old navigation project 
which has long been in disuse, insofar as commercial navigation is 
concerned. It is used extensively, however, by small pleasure craft. 
The project was authorized by the River and Harbor Act of March 3 
1873, but only custodial maintenance has been performed since 1951. 
State conservation agencies have expressed an active interest in 
acquiring the project. The Corps of Engineers has testified on this 
matter and recommends the transfer. The only other course of 
action would be complete abandonment and this cost would be 
comparable to the cost of $300,000 which would be authorized in this 
section. The committee feels that it is obviously desirable to follow 
a course of action which will result in preserving an asset that would 
be available to the general public. The committee understands that 
favorable action will be taken by the State to accept the properties. 


SECTION 109 


The committee has carefully considered the matter contained in this 
section. The constructed Calumet-Sag channel is 9 feet deep by 60 
feet wide connecting the Illinois Waterway and the Calumet River 
and Lake Calumet. This channel, which was originally constructed 
by local interests, was incorporated into the Federal navigation 
system in 1930. Since that time, the United States has had the main- 
tenance responsibility. In 1935 the construction of wider places in 
the channel to permit passing was authorized. The River and Harbor 
Act of 1946 authorized the widening to 225 feet and the extension of 
the channel into Indiana, terminating at East Chicago and Gary. 
The 1956 Appropriation Act carried funds to initiate the construction 
of part I. Part I is referred to as that portion from Sag Junction to 
Lake Calumet. The 1946 authorization provided that the Federal 
Government join with the railroad bridge owners in the alteration of 
the railroad bridges in accordance with the principles of the Truman- 
Hobbs Bridge Act, passed in 1940, to provide for the necessary 
clearances. Local interests were required to bear the cost of altera- 
tions to highway bridges in accordance with policy at that time. In 
1952 the Truman-Hobbs Bridge Act was amended to include highway 
bridges. 

The review made by the Corps of Engineers of the existing project 
was directed at determining if the conditions of local cooperation with 
respect to highway bridges should be modified in any way at this time. 
The present estimate of highway bridge alterations for the entire 
project is $46,422,200, including $13,202,200 for part I, $24,120,000 
for part II, and $9,100,000 for part III. The committee thoroughly 
considered the pertinent question as to whether or not the project, as 
authorized by Congress in 1946, should stand as is; or whether the 
principles of the Truman-Hobbs Act as amended in 1952 should be 
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applied. In this deliberation, the committee noted that Federal 
funds have only been appropriated for initiation of construction of 
part I as presently authorized. It has been informed that the addi- 
tional first costs to the United States which would result from the total 
modification of parts I, II, and III are estimated at $40,031,000 with 
a corresponding reduction to local interests. Of the total of $40,- 
031,000, $9,884,000 applies to part I. The committee does not feel it 
desirable to authorize the modification for all parts of the project at 
this time. The committee recognizes the importance of the Cal-Sag 
navigation project as a vital link for through commerce between the 
Great Lakes and the Mississippi-Ohio Inland Waterway system. It 
considers that modification of part I to accomplish that portion of the 
waterway for which funds have been appropriated should be made, and 
recommends that the highway bridge cost of $9,884,000 in part I of 
the improvement be borne by the Federal Government (H. Doe. 45, 
85th Cong.). 
Section 110 


This section would permit the transfer of the now obsolete Federal 
project known as the Illinois and Mississippi Canal to the State of 
illinois. The situation and the purpose of this section are similar to 
those described for the Upper Fox River in section 107. In this case 
legislation has been enacted by the State under which the properties 
can be accepted. The estimated cost of $2 million is the equivalent 
of that required to place the structures in safe condition to permit 
complete abandonment. As with the Upper Fox River the committee 
feels that a course of action which will permit continued use of the 
facility for recreational purposes under State sponsorship is very much 
preferable to a course of action which would result in a needless loss 
of a valuable asset. The project was open to traffic in 1907 and has 
not been operated for navigation purposes since 1951. 


SECTION 111 


The committee notes that many communities along streams on 
which the Corps of Engineers is undertaking extensive improvements 
in the navigation facilities must relocate public facilities and structures 
at their own cost. Such structures and facilities usually consist of 
sewer outlets and water intakes located in the bed of the stream by 
license of the Federal Government. The committee sees no distinc- 
tion between the damages suffered by a city in having to relocate such 
a facility and the damages sustained by any person as a result of 
relocating a facility which is damaged by a public works project but 
which is not located within the bed of the stream, and believes that 
if the Federal Government is to bear the cost of damages in one case, 
it should do so in the other. 


SECTION 112 
This section provides for survey investigations for navigation and 
allied purposes at various localities. A change in the previous pro- 
cedures is discussed under section 105. 
SECTION 113 


This section is for citation and reference purposes. 
89898—57—_—-4 
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TITLE Il—FLOOD CONTROL 


Title II includes the flood-control projects, project modifications, 
basin authorization increases, and certain miscellaneous matters have 
been considered, and will provide the basis for a logical and orderly 
continuation of the national program for flood control throughout 
the United States and its possessions for the next 3 years. This title 
also includes project modifications for the great project for the lower 
Mississippi Valley. 

The first Federal flood-control program began on the lower Missis- 
sippi River when Federal participation in that project was authorized 
in 1879. The special flood problems on the Sacramento River were 
given recognition in the River and Harbor Act of 1917. The national 
flood-control program had its inception in the Flood Control Act of 
1936. The first appropriations under the national program were for 
fiscal year 1938. It can thus be seen that the program has been under- 
way but 18 years. Included in this period are 5 years during which 
we were mobilizing and at war, when the civil-works program was 
necessarily on a maintenance basis only. The committee is impressed 
with the noteworthy progress which has been made on the flood-control 
program to date, and considers this bill, including the additional 
authorizations, a very valuable addition to the overall program. 

The basic policy now established by flood-control legislation is that 
flood control throughout the United States is a proper activity of the 
Federal Government in cooperation with States and local communities, 
and that the Federal Government should undertake flood-control 
improvements or participate in them if such projects are economically 
justified, and if the lives and social security of the people are otherwise 
adversely affected. Existing legislation embodied in the 1936 act, 
as amended by subsequent acts, establishes in some detail the pro- 
cedures under which the Federal Government can and should partici- 
pate in flood-control activities, The extent to which local interests 
should contribute to Federal flood-control work, the manner in which 
investigations are carried out after congressional authorization and 
the results reported to Congress, after coordination among the affected 
States and interested Federal agencies, and the consideration of com- 
prehensive development of water resources in conjunction with flood 
control are all matters which are governed by law. 

It has long been recognized that flood control is merely one of the 
purposes for which our water resources should be developed. Congress 
has recognized in past flood-control acts, and there has been incor- 
porated into this bill, full consideration of what the committee believes 
to be a desirable improvement program for the use and control of our 
water resources in addition to the specific purpose of flood control. 
The projects and basin plans included in this bill, in the opinion of the 
committee, give full weight to the navigational possibilities; the 
development of hydroelectric power; the conservation of water for 
municipal, industrial, and agricultural uses; the utilization of recrea- 
tion potentialities in connection with reservoirs; the preservation of 
fish and wildlife; the abatement of stream pollution; and the provision 
of improved sanitary facilities. The committee feels that no program 
for flood control and navigation would be comprehensive or in the 
best interests of the Nation unless all these factors were considered. 

The active flood-control program including the major project for 
the lower Mississippi River but excluding multiple-purpose improve- 
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ments, involves over 760 projects with a total estimated cost of $6.3 
billion. Of this amount, $2.6 billion have been appropriated by 
Congress, leaving a total of $3.7 billion for completion. If the miltiple- 
purpose projects which serve flood-control purposes are added, the 
estimated cost of the total authorized flood-control program becomes 
$9.5 billion, of which a total of $4 billion has been appropriated through 
fiscal year 1956. The accomplishments of the flood-control program 
have more than justified its cost. The projects in full or partial opera- 
tion are preventing flood damages of one-half billion dollars a year and 
in addition producing related benefits of one-fourth billion dollars a 
year. This total annual value of three-fourths billion dollars a year 
is being achieved at a cost of slightly more than $200 million a year. 
The flood-control program is paying off at the rate of more than $3 
from each $1 invested and this does not take into account the values 
which cannot be measured in monetary terms such as the saving in 
life and the economic security of hundreds of urban communities 
and farming areas. 

The committee recognizes that much is still to be done in the field of 
flood-damage prevention. The potential flood losses in the United 
States in the main river valleys and the major tributaries would 
amount to $900 million a year if there were no flood-control works. 
The reduction of one-half billion dollars a year in flood damage being 
achieved by flood-control works now in operation still leaves a balance 
of $400 million of annual average loss. The projects included in this 
title represent a long stride along the road toward adequate protection 
of the lives and property of the American people from devastating 
floods. 

The active multiple-purpose program previously authorized by 
Congress, which may be classified m the flood-control category as 
distinguished from the navigation category, consists of 40 projects 
which have a total cost of $: 32 billion. The total appropriation to date 
is $1.5 billion, leaving $1.7 billion to complete. 

Hydroelectric power is an important product of a multiple-purpose 
program. The present installed capacity of all multiple-purpose 
projects of the corps is more than 4 million kilowatts. The capacity 
with the projects under construction or completed will be 7.6 million 
kilowatts. 

The committee has given serious and detailed consideration to the 
needs of every section of the country in formulating this bill. In this 
connection it wishes to point out how once again its attention has 
been called vividly to the need for unceasing vigilance in carrying on, 
and keeping up to date, the flood-control program. During hearings 
on the last omnibus bill in 1954, the memory of the terrible Kansas 
River flood was still fresh in the minds of the people throughout the 
entire country. This vear two far-removed sections of the country 
are still suffering from the impact of similar disasters in 1955 and 
1956; the northeast floods induced by hurricanes which occurred last 
fall and the west coast floods of last December and January. The 
committee has given full attention to the needs of these areas and has 
heard testimony from the Corps of Engineers and local witnesses on 
possible modifications and additions in the authorized plans which 
would be essential in meeting any changed requirements as a result 
of these floods. The committee believes that despite the availability 
of a backlog of authorized flood-control projects, there is constant 
need for review and reanalysis of the program and for the author- 
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ization of modifications and additions, not only because of the oc- 
currence of major floods which may require changes in the engineering 
techniques used in the formulation of a river basin plan, but also to 
keep pace with technological and economic changes which may have 
occurred subsequent to the original approval of individual projects 
or basin plans. The flood-control program must be considered as 
dynamic, growing and changing from time to time in accordance with 
the growth of the country and the accumulation of more knowledge 
of the behavior of streams and floods and the engineering tools needed 
to control them. 

The committee wishes to call attention to two recent outstanding 
examples of the value of the flood-control program from the numerous 
instances which it might choose: 

(a) In connection with the hurricane floods in New England, a 
total of 9 completed local protection works on the Connecticut River 
at Hartford, Conn., Springfield, Mass., and other localities, prevented 
damages of about $33 million. The total Federal cost of these works 
was about $19 million. These works more than paid for themselves 
in one flood. 

(6) The flood-control project for the Sacramento River prevented 
damages during the December west-coast floods of $19 million; its 
total cost is $65 million. This project has been preventing damage 
for more than 30 years. 

The committee is impressed by the fact that the value of many of 
the projects in the flood-control program, as measured by the benefit- 
cost ratio, appears much higher when analyzed after they have been 
in operation than the value computed prior to their construction. 
The committee realizes that the Corps of Engineers bases its com- 
putation of the benefit-cost ratio for projects under study in accord- 
ance with accepted engineering and economic principles, but it also 
realizes that the results can be no more accurate than the data upon 
which they are based. In the case of benefit-cost ratios, the benefit 
element is based upon relatively short and incomplete records of 
past flood history and damage in many instances. The committee 
feels that the Corps of Engineers has taken, and properly so, a con- 
servative approach in these analyses and it is highly gratified that 
the results of the program are showing more and more as time goes 
on that the Federal investment has been and will continue to be in- 
creasingly sound. 

The committee notes that for certain flood-control reservoir projects. 
the recommended requirements of local cooperation provide for a cash 
contribution from local interests to compensate for land-enhancement 
values. The committee does not believe this procedure warranted 
at this time with respect to reservoir projects. It has not been the 
general policy in the past to require such payments. The benefits 
are widespread, are not identifiable as they are in local protection 
projects, and difficulties would be met in their proper assessment 
against the beneficiaries. The committee has therefore eliminated 
such requirements from certain projects recommended for inclusion 
in this bill. 

Following is an analysis of title Il by sections. 
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Section 201 


This section is the same as that which has appeared in the last 
several flood-control bills and continues those provisions of local 
cooperation which have been in effect for some time. 


SECTION 202 


This section is also the same as that which has appeared in the last 
several flood-control acts and continues the present procedure of sub- 
mitting reports to the interested States and Federal agencies prior to 
submission to Congress. 

SECTION 203 


This section authorizes new projects, project modifications, and 
increased monetary authorizations for existing comprehensive basin 
plans. The preliminary language in this section is the same as in 
previous flood-control legislation. The individual items with their 
project document numbers, where pertinent, are listed in the follow- 
ing tabulation with the estimated costs, broken down by new projects 
and increases in authorization for previously approved projects or 
plans. A discussion of increased basin authorizations follows the 
description of individual projects after the table. 


Flood control 


New projects | Increased 
Project Document No.! or modifi- | basin author- 
cations izations 


Connecticut River Basin 


Comprehensive basin plan $24, 000, 000 
Littleville Reservoir, Mass 8S. 17, 85th Cong 
Mad River Reservoir, Conn H , 85th Cong 
Housatonic River Basin 
Hall Meadow Brook Reservoir, Conn H. 81, 85th Cong $2, 420, 000 | 
East Branch Naugatuck River Reservoir, Conn do 2, 670, 000 
Susquehanna River Basin H. 394, 84th Cong. 30, 000, 000 
Pantego and Cucklers Creek, N.C H. 398, 84th Cong 413, 000 
Savannah River Basin, completion of Hartwell | H. 657, 78th Cong 44, 300, 000 


Reservoir, Ga 
Central and southern Florida 
Comprehensive basin plan waad 40, 000, 000 
Hendry County, Fla “ H, —, 85th Cong_ - , 172, 000 | 
Tombigbee River Basin, Miss. and Ala L H. 167, 84th Cong 19, 711, 000 
Alabama River at Montgomery, Ala_. H. 83, 85th Cong. , 300, 000 
Lower Mississippi River 


—Do 


Channel improvement, main stem 75, 000, 000 
White River backwater project, Arkansas... 8. 26, 85th Cong 2, 380, 000 
Boeuf and Tensas Rivers and Bayou Macon | H. 108, 85th Cong-. 1, 212, 000 
Basin, Ark. 
Old and Atchafalaya Rivers, La. H. 478, 83d Cong 28, 200, 000 
St. Francis River Basin, Ark... ‘ og 35, 674, 000 
McKinney Bayou, Yazoo River, Miss_. ; noe * 800, 000 
Bayou Chevreuil, La_. : H. 347, 84th Cong. __| 547, 000 
Wolf River, Tenn- 4 5 H. 76, 85th Cong... 1, 932, 000 
Red-Ouachita River Basin, Okla. and Ark H. —, 85th Cong. __- 53, 235, 000 
Trinidad Dam, Purgatoire River, Colo... H. 325, 84th Cong. -- 16, 628, 000 
White River Basin: 
Comprehens ve basin plan | 4d 57, 000, 000 
Lone Rock and Gilbert Reservoirs, Ark " H. 499, &d Cong sda 
Pecos River Basin, Carlsbad, N. Mex , as 2, 066, 000 
Rio Grande Basin, Socorro, N. Mex. _- : 3, 152, 000 | 
Upper Mississippi River Basin: 
Comprehensive basin plan f 21, 000, 000 
Eau Galle River, Wis. ..| S. 52, 84th Cong__-- 6, 690, 000 
Winona, Minn_.__- Hi. 324, 84th Cong. 1, 620, 000 
Mankato and North Mankato, Minn.--- ..| H, 4387, 84th Cong... 1, 870, 000 
Saylorville Reservoir, lowa- - 8. 9, 85th Cong... -- 44, 500, 000 
Kaskaskia River, III. ; . 23, 000, 000 | 
Root River at Rushford , Minn. a be H, 431, 84th Cong... 796,000 


See footnotes at end of table, p. 54. 
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Flood control—Continued 


New projects! Increased 








Project Document No.' | or modifi- | basin author- 
| cations izations 
Great Lakes Basin: | | 
Bad River, Mellen and Odanah, Wis------- H. 165, 84th Cong $917, 000 | 
Kalamazoo River at Kalamazoo, Mich-_-------- | 8. 53, 84th Cong__- 5, 358, 000 
Grand River at Lansing, Mich--.--- S. 132, 84th Cong__--| 9, 825, 000 
Saginaw River, Mich. ‘ H. 346, 84th Cong... 16, 085, 000 | 
Oswego River at Auburn, N. Y_-- 8. 133, 84th Cong__--| 305, 000 
Missouri River Basin: 
Comprehensive basin plan__-- 3 : dtae ; | $200, 000, 000 
Elm River Dam, 8. Dak Sate chs dis th eee x , pokey | 1, 750, 000 |_.- pd ane 
Floyd River, Iowa_.__....-_--- ...-....| H. 417, Sth Cong...) 8, 060, 000 | 
Black Vermillion River at Frankfort, Kans_- | H. 409, 84th Cong___| 850, 000 
Gering and Mitchell Valleys, Nebr oi .| 8. 139, 84th Cong___-} 1, 214, 000 
Salt Creek and tributaries, Nebraska H. 396, 84th Cong___| 13, 314, 000 
Ruffy Brook and Lost River, Minn ___._-_-- S. 141, 84th Cong ___-! 632, 000 | 
Ohio River Basin: | | 
Saline River and tributaries, Mlinois___- _.....| H. 316, 84th Cong 5, 970, 000 | 
Upper Wabash River, Ind____._............--- ..| H. 435, 84th Cong_._| 45, 500,000 |___-- s 
Brush Creek at Princeton, W. Va osmowcecoee! Bo Lay Glee VOR... 917, 000 
Meadow River at East Rainelle, W. Va s | S. 137, 84th Cong__--| 708, 000 
gL ae a ee ‘ te et ee 5 660, 000 |... .. 
Lake Chautauqua and Chadakoin River | S. 103, 84th Cong 4, 796, 000 |_. 
at Jamestown, N. Y. | 
West Branch of Mahoning River, Ohio. 12, 585, 000 | 
Sandy Lick Creek, Brookville, Pa. _____-- H. —, 85th Cong. 1, 188, 000 |_. 
Chartiers Creek at Washington, Pa 1, 286, 000 | 
Middle Gila River Basin, Ariz__-- 5, 000, 000 | 


Sacramento River Basin: 
Comprehensive basin plan 17, 000, 000 


| 
| 
, 560, 000 | _- 


Chico Landing to Red Bluff, Calif i | H. 272, 84th Cong- --| 1 
Eel River, Sandy Prairie Region, Calif_._- H. 80, 85th Cong. 707, 000 
Weber River and tributaries, Utah-_-_-____- H. 158, 84th Cong. 520, 000 | 
San Joaquin River Basin: 
Comprehensive aa pe . 13, 000, 000 
Buchanan Reservoir, Calif... - ee H. 367, 8ist Cong 10, 900, 000 | a 
Hidden Reservoir, Calif___- et do . | 12, 500, 000 |... ali 
Kaweah and Tule River Basins, Calif-__-_-. 28, 000, 000 
Los Angeles River Basin, Calif- --- 44, 000, 000 
Santa Ana River Basin, Calif 3, 000, 000 
Columbia River Basin, including the Willamette 
River Basin_ | 112,000, 000 
Bruces Eddy Reservoir, ldaho-- S. 51, 84th Cong | 25, 000,000 | 
Sammamish River Basin, Wash_. H. 157, 84th Cong 825, 000 
Chena River at Fairbanks, Alaska H. 137, 84th Cong. 9, 727,000 | 
Totals: Basins_. | 633, 300, 000 
New projects or modifications__.. } 381, 902, 000 
Projects in Lower Mississippi River 145, 745, 000 
Basin.? 
Grand total, sec. 203-- : ees | 1, 160, 947, 000 


| | 
| 


1H. indicates House document. S. indicates Senate document 7 
2Includes Bayou Chevreuil, La., and Wolf River, Tenn., which are carried under ‘Flood control, 
general.”’ 


LITTLEVILLE DAM AND RESERVOIR, WESTFIELD RIVER, MASS. 


(S. Doe. 17, 85th Cong.) 


Location.—On the Middle Branch of the Westfield River in Hamp- 
shire and Hampden Counties approximately 35 miles north of Hart- 
ford, Conn. 

Report authorized by.—Senate Public Works Committee resolution 
adopted September 14, 1955. 

Existing project.—For the Westfield River was authorized by the 
Flood Control Acts approved June 22, 1936, as amended and supple- 
mented; as a part of the comprehensive plan for flood control in the 
Connecticut River Basin. The project for the Westfield River 
includes a flood-control reservoir at Knightsville and local protection 
works near the mouth of the Westfield River at West Springfield. 
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Plan of proposed improvement.—Provides for a dam and reservoir 
on the Middle Branch of the Westfield River which would control a 
drainage area of about 52 square miles. It would be an earth-fill 
dam about 151 feet high and 1,325 feet long, with a concrete spillway. 
It would have a capacity of 23,600 acre-feet. The project would 
require acquisition of about 550 acres of land and 39 buildings, and 
relocation of about 3 miles of highway and 3 miles of utilities. 

Estimated cost.— 


Federal Non-Federal Total 


Current (1956 price levels) _ - - $5, 090, 000 0 $5, 090, 000 
Project economics (current): 


| 
Annual charges - -- | $230, 000 | 





Annual benefits. $210, 000 
Benefit-cost ratio 11 





Remarks.—The committee believes that, because of the recent 
disastrous floods in the basin resulting in great damage, the project 
should be authorized in order that construction could be undertaken 
at an early date. The authorization for the Connecticut River 
Basin has been increased to include the cost of this project. 


MAD RIVER DAM AND RESERVOIR, MAD RIVER, CONN, 
(H. Doe. ——, 85th Cong.) 


Location.—The Mad River watershed is located in Litchfield County 
in the northwestern part of Connecticut. The site of the Mad River 
Dam is located in the town of Winchester, Conn., about 2.2 miles 
above the confluence with the Still River and about 0.3 mile northwest 
of the city of Winsted, Conn. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, September 14, 1955. 

Existing project.—The existing project for the Mad River was 
completed ia October 1951. The work consisted of removing an 
abandoned dam and excavating an improved river channel for 4,800 
feet through the center of Winsted, Conn. This project was a unit 
of the comprehensive plan for flood control and other purposes in 
the Connecticut River Basin. 

Plan of recommended improvement.—Provide for a dam and reservoir 
on the Mad River site in Winchester, Conn. Project would consist of 
a rolled earth-fill dam 168 feet high and 1,040 feet long with a side 
channel spillway. 

Estimated cost.—Current (June 1956), $5,820,000. 

Local cooperation.—Provide all lands and rights-of-way necessary 
for construction and operation of the project and to maintain project 
after completion. 

Project economics.—Current: 

Annual charges ae : athe aoe UO eel us wel be Bee 
Annual benefits: Elimination of damage 5 sit cs oss co duo 
Benefit-cost ratio __ : ce oe as 1. 2 

Remarks.—The committee has heard testimony on this project and 
notes that local interests are required to furnish all land easements 
and rights-of-way for the reservoir. The Chief of Engineers takes the 
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position that since the reservoir is primarily for the protection of Win- 
sted and its function is similar to a local levee or channel modification 
project, lands should be a local responsibility. The committee was in- 
formed that less than 1 percent of the reservoir projects presented to the 
committee by the Corps of Engineers require local interests to provide 
the lands. The committee also heard. testimony from the local in- 
terests. They believe that they should be relieved of the responsibility 
of providing lands for the reservoir because they had been put. to 
considerable expense in rehabilitation after the disastrous floods of 
August 1955. The committee feels that the entire cost of this project 
should be borne by the Federal Government the same as any reservoir 
project. The authorization for the Connecticut River Basin has been 
increased $6 million to cover the cost of this project. 


UPPER NAUGATUCK RIVER ABOVE TORRINGTON, CONN. 


HOUSATONIC RIVER BASIN 


(H. Doe. 81, 85th Cong.) 


Location. —The Naugatuck River, a tributary of the Housatonic, 
lies wholly within the western part of Connecticut. The headwaters 
lie about 6 miles south of the Massachusetts line in the southeast 
corner of the town of Norfolk. The general direction of flow is 
southerly to Derby where it joins the Housatonic in its tidal reach 
about 12.25 miles from Long Island Sound. 

Report authorized by. —Senate Public Works Committee resolution, 
adopted September 14, 1955. 

Existing project.—There are no existing Corps of Engineers’ flood 
control or local protection works in the Naugatuck River watershed 
above Torrington, Conn. The only authorized project in the basin 
is the Thomaston flood-control dam and reservoir located in the 
town of Thomaston, downstream from Torrington. 

Plan of recommended improvement.—Construction of two flood- 
control dams and reservoirs in the city of Torrington, as follows: 

The Hall Meadow Brook Dam and Reservoir is located on Hall 
Meadow Brook 0.4 mile above its confluence with the West Branch 
of the Naugatuck River. The project would consist of a rolled earth- 
fill dam 55 feet high and 1,080 feet long with a spillway located in a 
saddle in the left abutment. The capacity of the reservoir at spillway 
crest elevation would be 7,200 acre-feet. 

East Branch Dam and Reservoir is located on the East Branch of 
the Naugatuck River, 3.0 miles above its confluence with the West 
Branch. The project would consist of a rolled earth-fill dam 95 feet 
high and 886 feet long with a side-channel spillway in the right 
abutment of the dam. The capacity of the reservoir at spillway crest 
elevation would be 5,150 acre-feet. 

Estimated cost.—Total (all Federal): 


Hall Meadow Brook Dam and Reservoir : $2, 420, 000 
a 2, 670, 000 


East Branch Dam and Reservoir 
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Project economics. 





Hall Mes 


Brook 
Annual charges $100, 000 $102, 000 
Annual benefits $244, 000 $128, 000 


Benefit-cost ratio 24tol 1.3 to 1 


Remarks.—Reservoir protection of Torrington is similar to that 
recommended for Winsted. The testimony of the Corps of Engineers 
indicated that these reservoirs were for the protection of Torrington 
and considered as local protection projects. The committee notes 
that these are dry dams having capacities of 7,200 acre-feet for the 
reservoir on Hall Meadow Branch and 5,150 acre-feet for the reservoir 
on the East Branch of the Naugatuck. Local interests at the hearing 
requested the committee to consider deletion of the requirement that 
local interests furnish all lands for the reservoirs. They stated that the 
August 1955 flood had caused a great loss to the community and that 
large sums are being spent for rehabilitation. The committee feels 
that in view of the size of the reservoirs and the large expenditures of 
local interests, it would not be equitable to require them to pay for 
lands for reservoir areas or to maintain the projects. The committee 
feels that these projects should be treated as the great majority of 
Federal flood-control reservoirs where the United States pays for lands 
and rights-of-way, and maintains and operates the projects. 


NORTH BRANCH SUSQUEHANNA RIVER AND TRIBUTARIES, NEW YORK 
AND PENNSYLVANIA 


(H. Doc. 394, 84th Cong.) 


Location.-North Branch Susquehanna River is in south-central 
New York and northeastern Pennsylvania. 

Report authorized by.—Senate Committee on Commerce resolution, 
July 8, 1942, and nine other authorizations. 

Existing projects.-Provides for 17 local protection projects and 10 
flood-control reservoirs. Fifteen local protection projects have been 
completed, one is under construction, and planning for construction 
of one is in progress. Four flood-control reservoirs have been built. 

Plan of recommended improvements.—Three reservoirs in the Tioga 
River Basin on Cowanesque River, Crooked Creek, and Tioga River. 
Local protection at Nichols, N. Y., and Elkland, Pa., and channel 
improvement at Cortland, N. Y. Channel improvements have been 
completed at Cincinnatus and Sherburne under the snagging and 
clearing authority and at Conklin-Kirkwood under section "212 , 1950 
Flood Control Act. 
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Estimated cost.— 





| 
| Federal Non-Federal Total 
, P 
Project report (1954): | 
Reservoirs $82, 130, 000 | 0 | $82,130,000 
Local protection and channel improvement 2, 010, 000 $250, 000 | 2, 260, 000 
Total | 84, 140, 000 250,000 | 84,390, 000 
Current (January 1956): | | 
Reservoirs | 90, 340, 000 0 | 90, 340, 000 
Local protection and channel improvement | 2, 210, 000 | 275, 000 2, 485, 000 
Total- shed 92, 550, 000 275, 000 92, 825, 000 


Local cooperation.—Required for local protection and channel im- 
provement projects only. Furnish lands, easements, and rights-of- 
way; hold and save the United States free from damages; maintain 
and operate project; and prevent encroachments. 

Project economics. 


Project Current 
report 
Annual charges | 
Reservoirs $3, 052, 000 | $3, 357, 000 
"* Local protection and channel improvement 92, 000 | 102, 000 
Annual benefits 
Reservoirs 4, 678, 000 5, 146, 000 
Local protection and channel improvement 174, 000 | 191, 000 
Benefit-cost ratio 
Reservoirs 1.53 | 1. 53 
Local protection and channel improvement 1. 88 1.88 


Remarks.—The committee notes the high economic ratio of this 
project. The reservoirs are considered essential to provide flood 
protection downstream, and the local protection projects are desirable 
for relieving local flood conditions. The committee has only provided 
partial authorization for the recommended plan. 


PANTEGO AND CUCKLERS CREER, N. C. 
(H. Doe. 398, 84th Cong.) 


Location.—The channels to be improved are directly or indirectly 
tributary to Pungo River. They are mainly in the eastern part of 
Beaufort County. 

Report authorized by.—Flood Control Act, June 30, 1948. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
4 existing channels: Pantego Creek, 2.3 miles, Cucklers Creek, 1.2 
miles, Intercepting Canal, 5.8 miles, and Albemarle Canal, 5.9 miles 
a total of 15.2 miles. Channels would have depths of from 8 to 17 
feet and bottom widths of from 20 to 80 feet. Two bridges require 
modification. 

Estimated cost. 


| Federal Non-Federal | Total 


Report (1955). | $413, 000 | $129, 100 $542, 100 
Current (January 1956) - - 5 413, 000 | 129, 100 542, 100 
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Local cooperation.—Provide without cost to the United States all 
lands, easements and rights-of-way necessary for the construction of 
the project; make all necessary bridge and utility alterations; con- 
tribute in cash 17.4 percent of the construction cost, an amount 
presently estimated at $86,900; hold and save the United States free 
from damages due to the construction works; and maintain the project 
after completion in accordance with regulations prescribed by the 
Secretary of the Army. 

Project economics.— 


| Report | Current 
Annual charges... .-.- aWihids Sach caida doe deuea | $29, 100 | $29, 100 
Annual benefits: | | 
Flood control 27, 520 | 29, 800 
ERNST OS GIOIA. .. «0 cings nncdosnepuvespanaptalames dcbicnntaenan | 16, 580 17, 800 
WN ie! cei eta uci se pate he 8 44, 100 47, 600 
Poztit-cost rated... 2.2.2... cecccee J déccddanedewdb nah tebdvintoadur tenn | 1. 52 1. 63 


Remarks.—The committee notes that completion of this project will 
improve drainage from a large area of cleared farmlands. <A proper 
local contribution is proposed. 


CENTRAL AND SOUTHERN FLORIDA, HENDRY COUNTY, WEST OF LEVEES 
1, 2, AND 8 


(Report of Chief of Engineers dated March 18, 1957) 


Location.—About 10 miles southwest of Lake Okeechobee in eastern 
Hendry County, Fla., about 40 miles east of Fort Myers and 8 miles 
southwesterly of Clewiston. 

Report authorized by.—Senate Public Works Committee resolution 
adopted November 20, 1945. 

Eristing project.—Avrea is within the bounds of che comprehensive 
project Central and Southern Florida. 

Plan of recommended improvement.—Construction of canal and levee 
[,-100, pumping station 5-100, culvert S—101, and spillway S-102; 
enlargement of authorized borrow canals adjacent to levees 2, 3, 4 
(west) and 28 (north 2.5 miles); and construction of 2.6 miles of canal 
west of tieback levee along southerly portion of levee 3 (south). 


Estimated cost.—January 1955: 


Federal 20 eae : but ae _. $3, 172, 000 
Non- Federal : Jiu di Leute wes caer. 2 . 1, 480, 000 


Teheh.. data seach dkth aie dacuekaeeeee 4, 602, 000 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; assume cost of relocations and alterations; hold 
and save the United States free from damage; operate and maintain 
works after completion; contribute in cash 27.5 percent of the con- 
struction cost, an amount estimated at $1,202,700. 


net touteta saa se 
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Project economics. 


| Federal Non-Federal Total 
Annual charges $113, 500 $145, 600 $259, 100 
Annual benefits $326, 300 
Benefit-cost ratio . 26 


Remarks.—The committee recognizes the necessity for interior 
modifications in the central and southern Florida flood-control project, 
and believes the recommended work is desirable. 


TOMBIGBEE RIVER AND TRIBUTARIES, MISSISSIPPI AND ALABAMA 


1. Doc. 167, 84th Cong.) 


Location.—Tombigbee River and tributaries are in northeast Mis- 
sissippi and northwest Alabama above juncture of Warrior River 

Report authorized by.—Four House Flood Control Committee reso- 
lutions, February 9, 1939, and May 2, 1939; five House River and 
Harbor Committee resolutions, February 1, 1939, February 2, 1939, 
and April 15, 1946; Senate Commerce Committee resolution, May 2, 
1939 

Existing project.—Provides for alleviation of floods by bank clearing 
and cutoffs in Itawamba County for 53 miles along East Fork and 
along Tombigbee River and tributaries above the mouth and including 
Noxubee River. Project was 47 percent complete in 1940. No work 
has been performed since that time. 

Plan of recommended improvement.—Provides clearing of all trees 
under 10 inches in diameter to 20 feet beyond top of banks, snagging, 
cutoffs, and enlargement from the mouths of 22 tributary streams. 

Estimated cost. 





Federal Non-Federal Total 
Project document (1954 $14, 445, 400 $7, 427, 800 $21, 873, 200 
Current (January 1956) 14, 445, 400 7, 427, 800 21, 873, 200 
Committee recommendation 19, 199, 000 2. 674, 200 21, 873, 200 


Local cooperation.—F urnish lands, easements, right-of-way; make at 
their expense all road, highway bridge, and utility changes, alterations, 
additions, and relocations; hold and save United States free from 
damages; prevent future encroachments in improved channels; main- 
tain all the works; contribute in cash $1,585,000. 

Project economics. 


Project doc- Current 
ument 
Annual charges $1, 096, 200 $1, 096, 200 
Annual benefits 
Damage prevented 924, 500 759, 100 
Change in land use 1, 306, 900 1, 073, 100 
Total 2, 231, 400 1, 832, 200 


Benefit-cost ratio 2. 04 1. 67 
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The committee received testimony on this project, with particular 
reference to the provisions of local cooperation. The committee con- 
siders this cash contribution recommended excessive for this area, 
and reduced the amount to $1,073,000 as a part of the requirements 
of local cooperation. 


ALABAMA RIVER AT MONTGOMERY, ALA. 
(H. Doe. 83, 85th Cong.) 


Location.—The local protection works at Montgomery are located in 
the south central portion of the State of Alabama along the Alabama 
River, 300 miles above its mouth. 

Report authorized by.—Resolution of the House Rivers and Harbors 
Committee, April 28, 1936. 

Plan of improvement.—Consists of 1,730 feet of concrete wall and 
20,970 feet of earth levee, for a total length of 22,700 feet; 2 pumping 
atations and appurtenant structures for accommodation ‘of drainage 
of the protected area 

Estimated cost.—Survey report (January 1956): 

Federal ; aberigce 4 dice ' . ‘ . ‘. “ $1, 284, 000 
Non-Federal . 7 ‘ - on — ob-< - 273, 000 


Total S40 x J wes --. 1,557, 000 


Local cooperation.— Furnish lands, easements, and rights-of-way ; 
hold and save the United States free from damages; maintain and 
operate the improvements; make necessary changes to utilities and 
to existing streets; contribute in cash 12 percent of the total construc- 
tion cost, currently estimated to be $182,000 (January 1956 price 
levels). 

Project economics. 


Annual charges ' $72, 000 
Annual benefits: 
Reduction of flood damages 61, 000 
Increased land use_ T : 22, 000 
Total ‘ 4 83, 000 
Benefit-cost ratio 1. 1S 


Remarks.— The recommended project provides protection to an 
urban area, including proper accommodations for interior drainage. 
Its authorization at this time is considered advisable. 


LOWER MISSISSIPPI RIVER 


The title “Lower Mississippi River’’ applies to the comprehensive 
project for flood control and improvement of the Mississippi River in 
its alluvial valley authorized by the act of May 15, 1928, as amended 
and supplemented by subsequent acts of Congress. The alluvial 
valley of the Mississippi River extends from Cape Girardeau, Mo., 
to the Gulf of Mexico and comprises over 30,000 square miles which, 
except for authorized improvements, is subject to overflow by the 
project flood. It is located in the 7 States of Missouri, Illinois, Ken- 
tucky, Tennessee, Arkansas, Mississippi, and Louisiana and receives 
the drainage from all or part of 31 States of the Union comprising a 
watershed of 41 percent of the area of the United States. Since it 
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was originally adopted in the 1928 act, the basic project has been 
modified and supplemented a number of times to include tributary 
streams in the alluvial valley such as the St. Francis, Yazoo, lower 
White and lower Arkansas, the Atchafalaya River outlet and alluvial 
lands around Lake Pontchartrain. 

The initial paragraph under this title amends the basic act of 1928, 
as amended, to include the 6 items set forth in the paragraphs that 
follow and increases the authorization for the comprehensive project 
accordingly. 

Subparagraph (a) would authorize a modification of the currently 
authorized channel-improvement program on the lower Mississippi 
River substantially as outlined in the report of the Mississippi River 
Commission dated April 5, 1956. This modification would provide 
for additional revetment, dikes, and dredging required in the reach 
of the river between Cairo, Ill., and Baton Rouge, La. 

This program was originally authorized by the act of May 15, 1928, 
for the reach between Cairo, Ill., and Head of Passes and modified by 
the act of December 22, 1944, to provide a continuing program of 
stabilization, and the development of a 12- by 300-foot low-water 
navigation channel between Cairo, Ill., and Baton Rouge, La. From 
experience gained over the past 12 years and observation of the 
effectiveness of the work accomplished to date in partially improving 
the channel and stabilizing its alinement, it is now possible to develop 
a long-range plan designed to bring about the desired alinement of 
the river. The estimated cost of the additional work is $219 million 
for construction and $4,800,000 annually for maintenance, but the 
committee only recommends an authorization of $75 million at this 
time. 

Subparagraph (b) would authorize a minor modification of the 
White River backwater project, Arkansas, substantialy as outliaed 
in the report of the Mississippi River Commission dated April 16, 
1956, and concurred in by the Chief of Engineers, at an estimated cost 
of $2,380,000 for construction and $57,000 annually for maintenance. 

The minor modification of this project recommended by the Corps 
of Engineers and included in the bill requires that local interests rep- 
resented by the said drainage district furnish the lands, easements, 
and rights-of-way necessary for construction and operation of the 
pumping plant and flood gates; provide necessary drainage improve- 
ments for utilization of lands; and hold and save the United States 
free from damages. A portion of the existing levee and proposed im- 
provements are located on lands within the White River Migratory 
Refuge under the jurisdiction of the Fish and Wildlife Service of the 
Department of the Interior. According to testimony presented before 
the committee, the report of the Fish and Wildlife Service which be- 
comes a part of the Corps of Engineers report, would prevent local 
interests from fulfilling these requirements which they are otherwise 
willing and able to comply with. Similar local requirements were a 
condition of the basic project approved in 1936 and in 1938 this same 
drainage district secured from the Biological Survey of the Depart- 
ment of Agriculture (now United States Fish and Wildlife Service of 
the Department of Interior) a permit in favor of the district granting 
the necessary rights-of-way for the construction of levees, borrow pits, 
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canals, and other flood-control structures in consideration for which 
the drainage district was required to give the United States Fish and 
Wildlife Service exclusive management and control of lands owned by 
the district in the sump area for the protection and preservation of 
fish and wildlife. However, the Fish and Wildlife Service now con- 
sider this permit inadequate for the minor modification recommended 
by the Corps of Engineers and now requires in its report that “d. 
Project initiation be contingent on local interests furnishing, without 
cost to the United States, ‘all easements required for project opera- 
tion, with specific provision that the White River Drainage District 
convey to the United States of America the 3,994.07 acres presently 
leased to the Fish and Wildlife Service.”’ In other words, even if the 
present minor modification of an existing project is approved by the 
Congress local interests cannot give the necessary assurances without 
obtaining a new permit from the Fish and Wildlife Service and deed- 
ing in fee simple to the United States approximately 4,000 acres of 
land. According to the testimony of the attorney for the drainage 
district, this latter requirement cannot be met by the district. This 
position is supported by an opinion of the attorney general of the State 
of Arkansas and by numerous decisions of the Supreme Court of 
Arkansas. The commissioners are trustees for the taxpayers and 
landowners of the district and have no legal right to give away or dis- 
sipate the assets of the district. Under the circumstances the com- 
mittee agrees that the Secretary of the Interior shall grant to the 
White River Drainage District such permits, rights-of-way, and ease- 
ments over lands in the White River Migratory ‘Refuge as the Chief of 
Engineers may determine to be required for the construction, opera- 
tion, and maintenance of this project and a proviso to that effect has 
been included in the bill. 

Subparagraph (c) would authorize a minor modification and exten- 
sion of the Boeuf and Tensas Rivers and Bayou Macon project, Ar- 
kansas and Louisiana, substantially as outlined in the report of the 
Mississippi River Commission dated October 6, 1955, and concurred 
in by the Chief of Engineers, at an estimated cost of $1,212,000. 

Subparagr aph (d) in addition to previous authorization, would 
authori ize to be appropriated the sum of $28,200,000 for prosecution of 
the improvement for the control of Old and Atchafalava Rivers and a 
navigation lock in accordance with the plan approved in the act of 
September 3, 1954. 

Subparagraph (e) in addition to previous authorization, would 
authorized to be appropriated the sum ot $35,674,000 for prosecution of 
the plan of improvement for the St. Francis River Basin, Mo. and 
Ark., approved in the act of May 17, 1950. 

Subparagraph (f) would amend subparagraph (g) under the title 
“Lower Mississippi River’’ of section 10 of the act approved July 24, 
1946, to provide for both additional pumping capacity and drainage 
improvements in proportion to be determined by the Chief of Engi- 
neers to take care of te runoff waters from McKinney Bayou in con- 
nection with the headwater project for the Yazoo River and tribu- 
taries and increase the estimated cost for such improvements from 
$300,000 to $800,000. 
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Detail project data from official reports on items (a) through (e) 
follow: 


INTERIM REVIEW REPORT ON CHANNEL IMPROVEMENT MISSISSIPPI 
RIVER AND TRIBUTARIES 


Location.— Mississippi River between Cairo, Ill., and Baton Rouge, 
La. 

Report authorized by.—In partial response to the Senate Committee 
on Public Works resolution of June 12, 1954. 

Existing project.—The seeing project for the Mississippi River in 
the alluvial valley below Cape Girardeau, Mo., includes main stem 
levees to prevent overflow, and channel improveme nt to reduce flood 
heights and provide a 12, by 300-foot navigation channel between 
Cairo, Ill., and Baton Rouge, La. Realinement of the channel, bank 
revetment, dikes, and corrective dredging to prevent its natural 
tendency to meander are included. 

Plan of recommended improvement.— Experience of the past 12 years 
and observation of the effectiveness of works installed have shown 
that it is necessary to lengthen revetments to prevent flanking and 
ultimate destruction by the scouring away of underlying bank ma- 
terial. It is now apparent that the presently authorized work will 
not be sufficient to provide the degree of stabilization desired. A long- 
range plan to bring about the desired river alinement has been de- 
veloped in the light of experience, which covers the construction of 
revetments, dikes, and corrective dredging, in addition to wayrk now 
authorized, which is now considered necessary to obtain and maintain 
the planned channel alinement. 

Estimated cost.—Total equals $680,524,400 ($461, 524, 400 author- 
plus $219 million for additional work). 

Local cooperation.—None required. 

Project economics.—Channel stabilization of the Mississippi River 
is an inseparable and essential part of the adopted plan for the flood 
protection of its alluvial valley and provision for dependable naviga- 
tion. The estimated annual charges and benefits for the flood control 
and navigation plan for the main stem, including the proposed addi- 
tional channel stabilization work, follow: 


First cost of adopted plan plus additional work: 


Federal_____ : : ; ’ ; 1 $1, 162, 376, 400 
Non-Federal 2 12, 655, 000 
Annual charges __- a eo 55, 930, 000 
Annual benefits: 
Saving in transportation cost - _. we 117, 300, 000 
Flood-control benefits - - - ‘- . 216, 786, 000 
Elimination of levee setbacks. __ __ ‘ 8, 131, 000 
Elimination of emergency protective measures___ 1, 000, 000 
Total___- heeesccetneds an it peretebremcbecarn 343, 217, 000 
Benefit-cost ratio — - -- tees. Spare eite 2. tsi Ree _ awe 6. 1 


1 Includes all items carried as main-stem improvements. 


Remarks.—The committee notes that adequate monetary authori- 
zation exists to care for appropriations for several years, but believes 
that an authorization for partial accomplishment will aid in planning 

future work. 
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LOWER MISSISSIPPI RIVER--AREA ENCLOSED BY WHITE RIVER BACK- 
WATER LEVEED SYSTEM 


(S. Doc. 26, 85th Cong.) 


Location.—The area enclosed by the White River backwater project 
comprises about 145,500 acres (81,000 cleared) in Phillips, Monroe, 
and Desha Counties, Ark., lying between the Mississippi and White 
Rivers immediately above the mouth of White River. The leveed 
area, subject to use as an emergency reservoir, is about 25 miles long 
with a maximum width of about 12 miles. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, September 23, 1949. 

Existing project—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley of the 
Mississippi River from Cape Girardeau, Mo., to Head of Passes by 
means of levees, floodwalls, reservoirs, bank protection in and along 
the river and its tributaries and outlets, insofar as affected by back- 
water of the Mississippi River. The Flood Control Act approved 
June 15, 1936, authorized construction of the White River backwater 
system of levees and two drainage floodgates as an emergency reservoir. 
The project was about 90 percent complete as of June 30, 1955. 

Plan of recommended improvement.—Provides for construction and 
operation of a 1,500 cubic feet per second pumping plant and reinforce- 
ment of floodgates and stilling basin at the Little Island Bayou outlet 
structure to withstand a landside water height of 11 feet. 

Estimated cost.—January 1956: 


ORs rina bl ictvinwh arch qpupeemiecderencenaieiieel kcwaiiaoes 2, 380, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way 
for construction and operation of the pumping plant and operation 
of floodgates; provide necessary drainage improvements for utilization 
of lands adjacent to sump area; hold and save the United States free 
from damages; and cooperate in formulation of plans for conservation 
of fish and wildlife in maintenance of sump levels. 

Project economics.— 


Annual charges: 








yuterest. and: amortization .j « ... o> 4-si40nadian sake an seameeeeen $86, 000 
Losses to wildlife resources (Report by Fish and Wildlife Service)... 78, 500 
Queretiqn: end maletARERAh, <2. neccepencecceneeenataangnoeuine 57, 000 
SOU. dscns cee EU EL RA ee ee 221, 500 
Annual benefits: 
PROT IO REO TUAVON GEG ns. cnhuins shee nara een kG aeons 182, 400 
Euoreeten iid W060... ... 52 er a toe ee 2 ee 331, 400 
NGS. bi cnc ~ ascucniniee JGnenbebb semanas cee 513, 800 
Benefit-cost ratio--- ~~ sn ap tn oy Sa ian lcs Ws soe sr cov ete cs Gd pola a a 2.3 


Remarks.—The Chief of Engineers recommends that this project be 
constructed entirely at Federal expense. The Bureau of the Budget 
suggest a local contribution of 50 percent of land enhancement bene- 
fits. The committee believes the proposed requirements of local 
cooperation are adequate. 

89898—57——5 





COE IIR IT BOE DEAT ELE CE 


2 een ee oo sates 
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BOEUF AND TENSAS RIVERS AND BAYOU MACON, ARK. AND LA, 
(H. Doe. 108, 85th Cong.) 


Location.—W atersheds of subject streams comprise that portion of 
the alluvial valley lying south and west of the main-line Arkansas- 
Mississippi River levees between Pine Bluff, Ark., and latitude of 
Jonesville, La. 

Report authorized by.— Resolutions of Committee on Flood Control, 
House of Representatives, May 23, 1946, and Committee on Public 
Works, United States Senate, June 1, 1948. 

Existing project.—Provides for improvement of the Boeuf and Tensas 
Rivers, Bayou Macon, Big and Colewa Creeks, Bayou Lafourche, 
Big Bayou, and canals 19, 43, and 81, aggregating approximately 772 
miles 

Plan of recommended modification of existing project.—Provides for 
minor extensions to the existing project, including extension of canal 
19, and improvement of c ‘anal 18, Black Pond Slough, Kirsh Lake 
canals, Fleschman’s Bayou, Caney Bayou, and Rush Bayou, all in 
Arkansas, but finds that the construction of a control structure in 
Ditch Bayou for the regulation of Lake Chicot should not be under- 
taken by the Federal Government as a flood-control feature of the 


project. 
Estimated cost-—June 1955: 
IS eee Oe ee $1, 212, 000 
NomPredetel oc oe ek PAROLE ee 2 ates ee ae 1 828, 000 
a i tas 2. 040, 000 


1 Cost of supplementary farm drainage used to compute annual charges. 


Local cooperation.—Operate and maintain the federally constructed 
channels after completion and accomplish associated local drainage 
improvements at their own expense. 

Project economics.— 


I See OS, et Poe Ae ee Sere ee ON Si eee UE Poe $117, 500 
Annual benefits: 
SORCERRES OF MPOOCE RIOR Sn 8 fe ret ei oe wa cd ideloen J 21, 600 
In I NO a a tsi te ws mas os ws ce ane nan 554, 500 
OS SS ee Ce a Re ne. 576, 100 
enne TUNED Sisal Dose} ack deaells cconieaet ehbolos os rt 90 


Remarks.—The committee notes the large amount of local costs for 
laterals and farm drains to make the project effective, and realizes 
that additional large expenditures will be necessary for clearing and 
developing the land and for related costs. Requirements of local 
cooperation appear adequate, and the committee recommends author- 
zation of the recommended project. 


NAVIGATION LOCK AT OLD RIVER, LA. 


(Mississippi River Commission Report, March 30, 1956) 


Location.—The lock, a feature of the Old River Control Improve- 
ment, is to be located south of the existing channel of Old River in the 
vicinity of the junction of the Old and Mississippi Rivers. 








EROSION AND FLOOD-CONTROL PROJECTS, 1957 67 


Report authorized by.—Flood Control Act of 1954 (Public Law 780, 
83d Cong. 2d sess.) (H. Doe. 478, 83d Cong.). 

Existing project—The lock is necessary to continue existing naviga- 
tion on the 12-foot by 125-foot Atchafalaya River, Morgan City to the 
Mississippi River project and the authorized 9-foot by 100-foot 
Overton-Red River Waterway. 

Plan of recommended improvement.—Provides for a lock with gravity- 
type walls, sector gates, and a clear chamber of 1,200 feet by 75 feet 
by 13 feet. 

tstimated cost—March 1956: 


OS i iw ows zee Ss < enw cece eit a nec dain $28, 200, 000 
NO PONG. So oo oho cloak en aew as ~ Sorib Shs Wiese 0 
BOG). ccccccscscecescsesssccssessscsccccscccsecacsiak 28, 200, 000 


Local cooperation.—None required. 
Project economics.— 


Annual charges, lock only: 


Interest and SMoresetiOG 6 oi consncwda wancewdusideawaalenaeeal $1, 069, 000 
Maintenance and operation... ..<<926<«ceh<sné--n9ssumeee 213, 000 
Tetali2 sus oog. 10 gouges oR Ae Osi. ue 1, 282, 000 

For Old River control (including lock) ..........-.-...-.---...s. 3, 314, 000 


Annual benefits ——There are no individual benefits to waterway 
transportation from the lock construction. Estimated benefits for 
the entire Old River control project are $14,600,000 annually. 

Benefit-cost ratio.—4.4 to 1, 

Remarks.—The project for control of flows through Old River and 
to prevent diversion of the Mississippi River through the Atchafalaya 
River is under construction. The Committee believes it would be 
economical to construct the lock along with the other works, and 
recommends its authorization. 


ST. FRANCIS RIVER, MO. AND ARK, 
(H. Doe. 132, 81st Cong., 1st sess.) 


Location.—The St. Francis River rises in the hill section of south- 
east Missouri, flows generally southward for about 475 miles through 
southeast Missouri and Arkansas to enter the Mississippi River at 
mile 670 AHP, about 8 miles above Helena, Ark. 

Report authorized by—House Committee on Flood Control resolu- 
tion, February 23, 1944; and Senate Committee on Commerce 
resolution, July 16, 1945. 

Existing project.—Provides for protection of alluvial valley portion 
of basin by (a) west bank Mississippi River levee including lower 
reaches of Little River headwater diversion; (6) protection works in 
the St. Francis and Little River Valleys above the mouth of St. 
Francis Bay, consisting of the Wappapello flood-storage reservoir in 
Missouri; leveed main stem floodway from the hill line to the Cross 
County line; the Cross County ditch thence to St. Francis Bay; levee 
along lower reaches of Little River in Missouri, and Big Lake Flood- 
way levees from Missouri-Arkansas State line to the mouth of Little 
River in Arkansas; and channel improvement of the lower reaches of 
Big Slough ditch and Tyronza River, Ark. 


seen SCE Te 


PORE CES 
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Plan of recommended improvement.—Provides for enlargement and 
extension of Little River Basin headwater diversion levee; rectification 
and extension of drainage and levee systems in Little River floodway 
and Upper St. Francis River Basins and Big Slough ditch; constructing 
paved inlet at the head of Cross County ditch; extension of Steep Gut 
floodway to opposite Marianna, Ark.; construction of a closure levee 
between the lower end of the new floodway levee and the main line 
Mississippi River levee at Whitehall with provisions for a floodgate, 
pumping plant and appurtenances, fuse plug sections, and interior 
drainage rectification as required; alteration of highway and railway 
bridges as required. 

Estimated cost.—July 1955: 


a el hn bs dierent pide aaleea 1 $55, 674, 000 
Non-Federal 0 


55, 674, 000 


1 The sum of $20 million was previously authorized to be appropriated, and $35,674,000 is authorized to be 
appropriated by this act. 


Local cooperation.—Provides for assurance that levees will be main- 
tained in accordance with the provisions of section 3 of the act of 
May 15, 1928. 

Project economics.— 


NN en ee ata beck weed pete aeeetn weOeh $2, 731, 500 
Annual benefits: 

Ne ra ae | tc tumieg wpiegeinn tae aS 3, 688, 000 

NITE SRI RUN ON he etitenen tame etee .... 2, 603;000 

I led At hei asta Soin diel kb sega oleae! , 291, 000 

nial a we, oa cian wie is algapigia sai ho GE coe 23 


Remarks.—This item will complete the monetary authorization for 
this project. 
BAYOU CHEVREUIL, LA. 


(H. Doc. 347, 84th Cong.) 


Location.—Bayou Chevreuil, La., is located between the Mississippi 
River and Bayou Lafourche, in parts of Ascension, St. James, St. 
John the Baptist, and Bayou Lafourche Parishes. 

Report authorized by.—F lood Control Act of December 22, 1944, and 
River and Harbor Act of March 2, 1945. 

Existing project.—None. 

Plan of recommended improvement.—The comprehensive plan of 
improvement consists of about 34 miles of Federal channel improve- 
ment of Bayous Chevreuil, Citamon and Verrett as a major drainage 
outlet and about 45 miles of lateral canals to be constructed by local 
interests. 

Estimated cost. 





Federal Non-Federal Total 


reer somart’ Gam, BB: WOUR) «ci nti n cee nen eke ees ccensen $627, 000 $945, 000 $1, 572, 000 
eS Ca Se Os enahndcneenneeemnpecotos 547, 000 822, 000 1, 369, 000 
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Local cooperation.—Provide all rights-of-way and easements neces- 
sary for construction; make alterations in utilities; construct approxi- 
mately 45 miles of lateral canals; hold and save the United diates 
free from damages; maintain the completed project in operating condi- 
tion and free of obstructing vegetation; and make a cash contribution 
toward the Federal improvement of 29 percent of the actual cost of 
construction work for which the United States is responsible, an 
amount presently estimated to be $234,000. 

Project economics.— 





Report Current 
(Jan. 1, 1956) 

RR IONE. Simtinssittpwindinnivdtinihittintinchasinncbtitbtldutildhb neat $76, 700 $69, 600 
Annual benefits: 

PICS GOMNNS DFONEEOE . ..nn eck ccicnnedevtcusmimenciomsatnmnintbuguimin 1 48, 000 63, 000 

PT OO SR se EES FO LSC “AREAS 1 —§8, 000 —10, 000 

EEE GIO 6 jie nin diimtin cudese dausawetestinwegendaapabbiebeman 171, 000 92, 000 

Wo otal wits ince vikaddheensvitvinghebibuldedetedaenasavipadabeaae 1 111,000 145, 000 

I 5 et bs oo ccdacnc satel dens dcatnwseniicteteeesasane 1, 45 2.08 


1 Based on projected prices. 


Remarks.—The committee notes that due to the urgent need for 
drainage facilities in the Bayou Chevreuil area, the State of Louisiana 
has contracted for and has underway a substantial part of the channel 
enlargement planned for the Federal project, amounting to about half 
of the total volume of dredging contemplated. The committee feels 
that the local interests should be given credit for all work accom- 
plished by them on the Federal project as part of the requirement for 
a cash contribution of 29 percent. Accordingly, the committee has 
included language in the bill to accomplish this. 


WOLF RIVER AND TRIBUTARIES, TENNESSEE AND MISSISSIPPI, FOR 
FLOOD CONTROL 


(H. Doc. 76, 85th Cong.) 


Location—Wolf River rises in the hill areas of Tippah County, 
Miss., flows generally northwesterly about 117 miles and empties into 
the Mississippi River at mile 732.6 within the corporate limits of 
Memphis, Tenn. 

Report authorized by—House Committee on Public Works resolu- 
tion, March 5, 1952. 

Existing project—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley. 
Applicable features relating to Wolf River are main stem levees on 
west bank of the Mississippi River and Memphis Harbor project. 
The River and Harbor Act, approved August 30, 1935, provides for a 
channel 9 feet deep and 250 to 200 feet wide from the mount to 
North Second Street, thence 125 feet wide to Hindman Ferry Road, 
a distance of about 5% miles. The Flood Control Act of August 28, 
1937, as amended, provides flood protection for industrial Memphis by 
floodwalls, levees, revetments and drainage structures, and extends for 
about 9 miles along Wolf River. 


2s, SE 


ple gL Oe ETC A OS ETO EAI SIE PL CR IEE OI EE ICL TACO EIA PELTED ONE LE CS LS AA SEI 
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Plan of recommended improvement.—Provides for realinement and 
enlargement of river channel as follows: an average depth of 18 feet 
with 65-foot bottom width between miles 38 and 16; average depth of 
24 feet by 70-foot width between miles 16 and 3.5, and an average 
depth varying from 25 to 35 feet by 100-foot width through a new 
diversion channel between mile 3.5 and’ the Mississippi River. An 
embankment with a crest width oi 40 feet at elevation 230 mean sea 
level, 2,100 feet long, and having protected side slopes 1 on 3 will 
close the existing channel below the point of diversion. The lower 
3 miles of the tributary Fletcher Creek channel will be realined and 
enlarged to an average depth of 12 feet with 10-foot bottom width. 

Estimated cost.— 
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os. | 
Federal | Non-Federal | Total 
if ‘ eens sink I i 
Report (1955)... ---.-.-.---- Sadbinktaciieinaiananitincnat. ae on | $1, 061, 000 $2, 933, 000 
Cera CRIN UOGE) nel eon noone ee secon | 1,932,000} — 1, 095, 000 3, 027, 000 
| 1 





Local cooperation.—F urnish all lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate works after completion; provide necessary alterations to 
bridges and abutments; provide necessary interceptor sewer and abate- 
ment measures to eliminate pollution below the channel closure at 
mile 3.2; provide a cash contribution equal to 19 percent of the initial 
cost of other items, an amount presently estimated at $453,000; agree 
to elimination of navigation improvements provided in existing project 
above mile 3; and construct 50 percent of local drainage improvements 
recommended by United States Department of Agric vulture. 

Project economics: 











Report | Current 

Annual charges-.-_-- : $117, 800 | $121, 600 
Annual benefits: 

Flood damage prevented_.......---.--.-- — ee | 48, 600 | 43, 500 

Reduced dredging cost_._- nidhd ele i P 24, 000 24, 800 

Land enhancement ; 79, 400 | 77, 200 

Epi sicie nin ; akon 152, 000 | 145, 500 

| = |= = = 

PRE OG £5 hb dent ncditncsidesns | 1,29 | 1.20 





| 


Remarks.—The Non-Federal costs on this project appear adequate 
and its connection with the Memphis Harbor project makes it desir- 
able. Additional flood protection will be provided in and adjacent to 
a large metropolitan area 


MILLWOOD RESERVOIR, ARK., AND ALTERNATE RESERVOIR SYSTEM, 
OKLAHOMA AND ARKANSAS, LITTLE RIVER, TRIBUTARY OF RED RIVER 


(H. Doc. —, 85th Cong.) 


Location.—Little River rises in southeast Oklahoma and flows into 
Red River near Fulton, Ark., in the southwestern part of that State. 
Report authorized by. —Flood Control Act approved May 17, 1950. 
Existing projects—Denison Dam (Lake Texoma) ; project for flood 
control on Red River below ~~ (Boswell, Hugo, Millwood, 
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Texarkana, Ferralls Bridge. Mooringsport, Black Bayou, Wallace 
Lake, Bodeau, and Cooper Reservoirs; Daas and bank stabilization 
on Red River below Denison Dam; and local protection projects) ; 
and project for navigation, 9-foot channel from Mississippi River to 
Shreveport. 

Plan of recommended improvement.—That the authorized Red River 
below Denison Dam project be modified by the reduction of the 
flood-control storage capacity of the authorized Millwood Reservoir 
on Little River by about 25 percent and by the addition of seven 
reservoirs for flood control and water supply in the Little River Basin 
above Millwood Reservoir. Millwood Reservoir would be further 
modified to provide an additional 150,000 acre-feet for water supply. 

Local cooperation.—Local interests will obtain all necessary water 
rights and contract to pay the costs allocated to water supply within 
the economic life of the project, but in no event to exceed 50 years 
after project is first available for the storage of water for any purpose; 
provided that, for the seven upstream reservoirs, local interests give 
assurances satisfactory to the Secretary of the Army that they will 
for each reservoir: (@) Obtain all necessary water rights; (6) prior 
to the construction agree to pay, beginning when space is used for water 
supply and not later than 15 years from ‘the time storage is available 
for any purpose, the costs allocated to water supply, such costs to be 
repaid within the economic life of the project but in no event more 
than 50 years after project is first available for the storage of water 
for any purpose; and provided further that, pending assignment of 
space to actual use for water supply, the total storage in any of the 
seven upstream reservoirs may be used for flood control. 

Estimated cost. — 





Total cost of modified Millwood and upstream reservoirs_ __-_-_-~-- $103, 035, 000 
Less total cost of presently authorized Millwood Reservoir... —49, 800, 000 
Additional Federal authorization required........-....-------- 58, 235, 000 
Project economics.—Current: 
Annval'charwes... . .. 2 6202005... e scenes ee Ss band bs pease east $4, 336, 700 
eaaiathes Armes, SLs Sa Se a ae ke ee $6, 369, 300 
peee-cbet ation 2... 2. ei cual eesai nied bende cee 1, 47 


Remarks.—The committee recommends modification of the general 
plan for flood control on Red River below Denison Dam, consisting 
of six reservoirs, as recommended by the Chief of Engineers. The 
committee also had before it the Interagency Basin Report on the 
Arkansas-White River Basins. It notes in volume F the study made 
by the interagency committee on the Little River Basin. The tab- 
ulations shown on pages 26 and 34 list pertinent data with respect 
to the Mountain Fork project, on a tributary of Little River. 

The Mountain Fork project consists of the Sherwood and Broken 
Bow Reservoirs, and as multiple-purpose projects show an economic 
ratio of 1.47. The committee considers this an extremely favorable 
project and recommends the addition of the Sherwood Reservoir to 
the plan, in accordance with the provisions of the Arkansas-White- 
Red River report. 

Since the headwaters of the Little River lie in a mountainous 
region, in an area. of high rainfall, they provide excellent opportunity 
for dev elopment of hydroelectric power. It is the opinion of the 
committee that power penstocks should be included in all the reser- 
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voirs authorized herein for the future development of hydroelectric 
power, as provided by section 203 of this act. 

The committee notes the low economic ratio of the Lukfata Reser- 
voir (0.94 to 1.0). This project is considered as a needed unit in the 
overall comprehensive plan, and should be included. Its economics 
should be restudied prior to construction. 

The committee does not believe that a cash contribution toward 
the flood-control costs of these reservoirs is equitable or warranted, 
and recommends elimination of that feature as one of the require- 
ments of local cooperation. 

The committee has amended the bill with reference to time of 
construction of the reservoirs to provide flexibility in establishing 
priority of construction of the more urgently needed reservoirs. 


TRINIDAD DAM, PURGATOIRE RIVER, COLO. 
(H. Doc. 325, 84th Cong.) 


Location.—Purgatoire River about 4 miles above Trinidad, Colo. 

Report authorized by.—House of Representatives common flood 
control resolution, March 20, 1945. 

Existing project.—The local protection project on Purgatoire River 
at Trinidad, Colo., was authorized by Flood Control Act of 1944. 
This project has not been constructed and will not be necessary if the 
Trinidad Dam is constructed. 

Plan of recommended improvement.—An earth fill dam 5,930 feet long 
with a maximum height of 208 feet. Reservoir capacity would be 
140,700 acre-feet at top of flood control pool, of which 39,000 would 
be allocated to sediment, 55,000 to irrigation, and 46,700 to flood 
control. 

Estimated cost.— 


Si : | ; | 
Federal Non-Federal| Total 





1 $16, 628, 000 $372, 000 $17, 000, 000 


i Ch) on ach bebedeeensewehennes 
1 16, 628, 000 | 372, 000 17, 000, 000 


I ecuueceumenoneatius 





1 Includes $8,732,000 to be reimbursed by irrigators in 70 years. 





Local cooperation.—Contribute 4.5 percent of that portion of first 
cost allocated to flood control. Maintained channel of Purgatoire 
River through Trinidad. Agree to repay the first cost allocated to 
irrigation, established as 51 percent of the total cost; contribute 
toward annual operation and maintenance amount equal to 54 percent 
of project operation and maintenance. 

Project economics. 

















Project Current 
document 

I Ao BA 5 a I ae Lou $552, 000 | $552, 000 

Annual benefits: paves ee “AT x 
rr nn ei dbnindéemeccwemanseoane ae 249, 000 249. 000 
I a a 26, 000 26, 000 
EL RAN, 2 S05 51 5d cidebl ddidce bceb ibs esUnbiadtocnecctdawk 290. 000 290. 000 
I 13, 000 13, 000 
RS Salt caks iu so5 cake he ekekics Mabe s~duncecosanarcictinacady 12, 000 12, 000 
a Sa 590, 000 590, 000 
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Remarks,—After study of the recommendations in House Document 
325, 84th Congress, the committee concludes that in view of the flood 
threat and hazard to human life at Trinidad, Colo., the project should 
be authorized. The committee believes that the repayment period 
should be reviewed prior to completion of the project or during the 
irrigation development period. 


MARKHAM FERRY RESERVOIR, OKLA. 


Construction of the Markham Ferry Reservoir, on Grand River in 
Oklahoma, by the Grand River Dam Authority, an agency of the 
State of Oklahoma, was authorized by Public “Law 476, approved 
July 6, 1954 (68 Stat. 450), with Federal contribution for the flood- 
control storage provided herein. The committee recommends an 
amendment that would permit provision of additional flood-control 
storage or changing pool elevations in the reservoir, or both. The 
amendment would not involve any additional Federal funds, and 
any change in pool elevations would require approval of the Chief of 
Engineers. 


WHITE RIVER AND TRIBUTARIES, MISSOURI AND ARKANSAS 
(District engineer’s report, December 12, 1951) 


Location.— Rises in northwestern Arkansas, flows north into Mis- 
souri, then southeast through Missouri and Arkansas to join the 
Mississippi River 583 miles above Head of Passes, La. 

Report authorized by.— Rivers and Harbors Committee resolution of 
January 24, 1939; Commerce Committee resolution of February 8, 
1939; House Flood Control Committee resolution of April 5, 1940; 
House Flood Control Committee resolution of October 8, 1945. 

txisting project.—Two navigation projects on White River; naviga- 
tion projects on the Black and Current Rivers; 14 local protection 
projects; a levee at Clarendon, Ark.; minor snagging and clearing 
projects on various tributaries; and a system of 9 reservoirs for flood 
control, power, and allied purposes. 

Plan of recommended improvement.—Modification of approved sys- 
tem of reservoirs in White River Basin to provide for power in con- 
junction with flood control at Lone Rock Reservoir and addition of 
Gilbert Reservoir for flood control, power, and other purposes, at a 
total estimated Federal cost of $57 064, 000. 

Remarks.—The committee feels that these projects are worthy 
adjuncts to the comprehensive plan and recommends adoption by the 
Congress. The committee does not approve the use of taxes foregone 
in computing benefits, and believes these reservoirs well justified 
without such procedure. Power is needed in the area and its develop- 
ment in connection with other features in the White River Basin is 


considered desirable. 
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PECOS RIVER AND TRIBUTARIES, CARLSBAD, N. MEX., AND 
VICINITY 
(Division Engineer’s Report, Aug. 14, 1956) 


Location.—The city of Carlsbad is on the right bank of the Pecos 
River in southeastern New Mexico. Report concerns flood discharges 
of the Pecos River and its tributaries in the vicinity of Carlsbad. 

Report authorized by.—Flood Control Act approved June 28, 1938. 

Existing project—No authorized Corps of Engineers project at 
Carlsbad. 

Plan of recommended improvement.—Provides for construction of 
about 1.7 miles of floodway along Dark Canyon, enlargement of 1 
mile of channel along the Pecos River, and construction of 3.6 miles 
of channel and embankment to form a floodway for the conveyance of 
flood flows from Ocotillo Hills and Hackberry Draw above Carlsbad 
to the Dark Canyon Floodway. 


Estimated cost.—Report (June 1956): 


PG Oh es oS noha Reae ein ak Cees eee eeee: ye 
Non-Federal_-__.__.--- Pie wile hic : peated 729, 700 
RO eg es ES Eee, wa i I ae OE le ae Eley eae 2. 520, 900 


Local cooperation.—Provide lands, easements, and rights-of-way; 
acquire easements for flood zoning purposes; hold and save the U nited 
States free from damages; maintain and operate the works; make 
any alterations to existing improvements, other than railroads: and 
make a cash contribution of 13.3 percent of the actual cost incurred 
in constructing that portion of the Dark Canyon Floodway to be 
undertaken by the Federal Government, an amount presently esti- 
mated at $274,500. 

Project economics.—Survey report (June 1956): 





en ennnee 626 es, Se eGe lL. oss ._. $96, 580 
Annual benefits: 
RL CAPR sh ie cle eee ew oiainwiee ~ i, "| tae 
Land enhancement. .------- LCE eu widen Reese seeks Sou 87, 560 
Se Or Ge bk week wd bee we SAG bet el SUL lee. 110, 180 
a ree 1. 14 


Remarks.—The committee believes that local interests should not be 
required to make a cash contribution toward the project based on the 
land enhancement benefits, and has included $274,500 as a Federal 
cost, making the Federal cost total $2,065,700. The project is be- 
lieved necessary and economically feasible. 


RIO GRANDE AND TRIBUTARIES, SOCORRO, N. MEX., AND VICINITY 


(Division Engineers Report, November 27, 1956) 


Location.—The city of Socorro is on the right bank of the Rio Grande 
in central New Mexico. Report concerned principally with flood dis- 
charges of the tributary, intermittent streams which rise in the Mag- 
dalena Mountains to the west. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion adopted September 8, 1950. 

Existing project. -None. 
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Plan of recommended improvement.—The Socorro diversion channel 
project would consist of three major elements: a modification of the 
existing Matanza diversion; a diversion channel above Socorro 
extending 3.92 miles; and an outfall channel extending from the 
diversion channel 1.32 miles to the Rio Grande. 

Estimated cost.— 


POGRONE oc lratns ict. sdecienede unhsiiiecnmbumleuianen ee $3, 102, 700 
NUT Wn. 2.2 cacacccen eee ~Soess cure ettoweses 273, 000 


ee oe iy oan on sais lei abaetiiatics tase onl ae vee 3, 375, 700 


Local cooperation.—Provide lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the works; make any necessary alterations to existing improve- 
ments, other than railroads and improvements constructed and main- 
tained by the United States; and make a cash contribution of 1.6 
percent of the actual cost incurred in constructing that portion of the 
project-to be undertaken by the United States, an amount presently 
estimated at $49,400. 

Project economics .— 

Annual charges______ ~~ yess i tc a ca AR al i ene $134, 030 


Annual benefits: 
Prevention of flood damawes... lis. ie eek eek Shc es 160, 500 


Land enhancement; i403 ii. «wil J. le shigass- seen as 5, 600 
Total oe es ec ne dae eee eee eee 166, 100 
Benefit-cost ratio. ...~ .sniick dwar Jeicwo nic dds ~ oe Chae 1. 24 


Remarks.—The committee does not believe that the cash coniri- 
bution based on land enhancement benefits should be charged to local 
interests, and has included $49,400 as a Federal cost, bringing the 
total Federal cost to $3,152,100. The project is amply justified. 


EAU GALLE RIVER AT SPRING VALLEY, WIS. 
(8S. Doc. 52, 84th Cong.) 


Location.—In west central Wisconsin and tributary to Chippewa 
River. 

Report authorized by.—Senate Committee on Commerce resolution, 
October 28, 1941. 

Existing project—None. 

Plan of recommended improvement.—Provides for a retarding reser- 
voir with an uncontrolled discharge conduit and a concrete spillway 
chute at mile 30.3 immediately upstream from Spring Valley, channel 
improvement on Eau Galle River from the dam to a point below 
Spring Valley, and remedial works on the lower reaches of Mines and 
Burghardt Creeks, two small tributaries of the Eau Galle River at 
Spring Valley. Reservoir capacity 25,100 acre-feet below spillway 
crest. Dam is earth-fill structure with maximum height of 96 feet. 

Estimated cost.— 











Federal Non-Federal Total 
vinalaitictiinatien tite teenie hid uisitiiesnnesiniaiinasantenisis tiemsapastaimihisci iain en 
Project document (August 1948) _........-.-.-...-...-.......- $5, 083, 700 $419, 200 $5, 502, 900 


Current (January 1956) __- ei Silicalath aleraceabs tena aeaaaaadeaeit ee | 6, 690, 000 





544, 700 7, 234, 700 
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Local cooperation.—Furnish all lands, easements, and rights-of-way 
for channel improvements and reservoirs; hold and save the United 
States free from damages; make all necessary highway, bridge, and 
utility alterations; maintain all channel improvement works; prevent 
encroachment in flood channels; and regulate construction of bridges 
and other structures crossing channels. 

Project economis.— 


Project Current 
document 


Tee no  ailaetn bi ininaann pie isepen ink tiekignionatiay $225, 900 $266, 500 
eas NEES SNE NO i ooh 5 dee bnemidaninn a qlshésgeonn $240, 240 $273, 480 
ee ie RE Sie ile ie bude 1.06 1.08 


Remarks.—This basin is largely rural in character but subject to 
flash floods. The committee notes that local interests will furnish 
lands for the reservoir. Flood protection is needed at Spring: Valley. 


MISSISSIPPI RIVER AT WINONA, MINN, 
(H. Doc. 324, 84th Cong.) 


Location.—In southeastern Minnesota on right bank of Mississippi 
River 725.5 miles above mouth of Ohio River. 

+ Report authorized by.—House Committee on Flood Control resolu- 
tions, September 18, 1944. 

Existing project.—None. 

Plan of recommended improvement.—Provides for raising and 
strengthening about 32,700 feet of existing dike and levees; and 
constructing about 4,000 feet of new levee, 2 pumping stations, and 
related interior drainage works. 

Eestimated cost.— 














| Federal Non-Federal | Total 
ene AS Ee - = | ae a 
Survey report (Biay 1068)................<........ . baits $1, 404, 800 | 1 $36, 800 $1, 441, 600 
EY CRUE TION iiss Suid. bcs ooh ste reasecsneveunpeense~ i | 1, 659, 600 


1, 620, 000 139, 600 





1 Non-Federal costs are relatively low because of prior acquisition of lands and rights-of-way for the exist- 
ing dikes and levees. 


Local cooperation—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the improvements (except improvements to lock and dam 
No. 5A dike); make changes to utilities, highways, and highway 
bridges including approaches; obtain legal control over pondage areas 
and prevent encroachment; contribute in cash 0.8 percent of Federal 
cost ($11,600 at time of report and $13,100 based on January 1956 
price levels). 
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Project economics.— 








Survey report] Current 








Apiers) Cer GIG sot cee peknrede cergdee stoehuchansbeterene=<sdensoureeennbeseanne $56, 780 $65, 360 
Annual benefits: 
DARI IEE. .s. nnccrckncnwocctuscecidecesenkineecieeseeusbcaaan 75, 230 78, 990 
Land enhancement.................-.... ci ninanriniiclanaeinatesngmneeinaaCnaal 1, 260 1, 320 
FE ess co penanniionwnaeucenienmeniatbuteaummeiannaaded wate 76, 490 80, 310 
Benefit-cost ratio.........-- a tata rtto trevdtesentotiteesaeieiasls du Geanialineiegn nian milena 1.35 1. 23 


Remarks.—The committee notes that the city of Winona alone 
has expended $211,500 to protect the area since the severe floods of 
1951 and 1952 and that a large part of this work will be incorporated 
in the Federal project. 


MINNESOTA RIVER, MINN., AT MANKATO AND NORTH MANKATO, MINN. 
(H. Doc. 437, 84th Cong.) 


Location.—In south central Minnesota on the Minnesota River 
about 105 miles above its mouth. 

Report authorized by.—F lood Control Act, June 22, 1936. 

Easting project.—None. 

Plan of recommended improvement.—Provides for improvement of 
about 2 miles of river channel; raising, strengthening, and extending 
existing levees in Mankato and North Mankato to obtain a flood 
barrier totaling about 5 miles in length; and construction of appro- 
priate interior “drs ainage works and cer tain related features. 

Estimated cost.— -Projec t report (January 1956): 


Werterelio ds. we oc bce alc weld ied sae Epes eeee $1, 870, 000 
NOW Pederal . int ann d calm ohne iene Sac aaeies see 157, 000 
LOA... cendsud soe mns coon sca tepebeeh dda denee 2, 027, 000 


Local cooperation.—Provides lands, easements, and rights-of-way ; 
hold and save United States free from damages; maintain and operate 
works after completion; make necessary changes to utilities, highway, 
and highway bridges; obtain legal control of ponding areas and pre- 
vent encroachment; furnish pumps from existing pumping station; 
and contribute in cash or equivalent work an amount equal to 1.9 
percent of Federal gross first costs, presently estimated at $36,000 
(January 1956); remove at their own expense the remaining portion 
of the concrete dam near the mouth of Blue Earth River. 

Project economics.—Project report: 


RI I iiskien ing ks ainda senate waka $81, 800 


Annual benefits: 
Peontr Somes... oc kb a Se ee aS ea eee 121, 100 


TN CREO 6 ooo occccccecaundesucteduus ease 3, 700 
DOE go. iw ccienmiineaddsiadtiwkiakan ease ede 124, 800 


1D.0 2 wavwcd ocbedundsdeeghsaveunbuwdandeweeanmeah 1. 53 
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Remarks.—The committee notes that the cities of Mankato and 
North Mankato have expended $209,000 for levees and appurtenant 
works since the damaging floods of 1951. This work only affords 
partial protection. The recommended construction is needed for 
adequate protection and is amply justified by the indicated benefit- 
cost ratio of 1.53 to 1.0. 


REVIEW REPORT FOR FLOOD CONTROL, DES MOINES RIVER, IOWA, 
INTERIM REPORT 


(S. Doc. 9, 85th Cong.) 


Location.—The Des Moines River rises in southwestern Minnesota 
and flows southwesterly across the State of lowa to a junction with 
the Mississippi River at a point just downstream from Keokuk, lowa. 

Report authorized by.—Senate Committee on Commerce, July 10, 
1945. 

Existing project.—Authorized, but not constructed, Federal im- 
provements for flood control in the Des Moines River Basin consist 
of levees and related local protection works at the city of Des Moines, 
Iowa, and Red Rock Reservoir on the Des Moines River between the 
cities of Des Moines and Ottumwa, Iowa. 

Plan of recommended improvement.—Construct the Saylorville Dam 
and Reservoir on the Des Moines River, 11 miles upstream from city 
of Des Moines. The Saylorville Dam would be an earthen dam 6,000 
feet long and 125 feet maximum height and would provide for a reser- 
voir with 75,000 acre-feet conservation storage and 525,000 acre-feet 
of flood-control storage. The recommended Saylorville Reservoir 
would supplement the flood-control storage of the authorized Red 
Rock Reservoir to decapitate flood crests below Red Rock Reservoir 
on the Des Moines and Mississippi Rivers; and also, acting in con- 
junction with the authorized local protection works at Des Moines to 
provide a high degree of flood protection to that city. 

“stimated cost.—Proposed Saylorville Reservoir: 


‘ — , 
Federal | Non-Federal | Total 
| ete eee 
Project document (July 1952)........-.---.------------. _| $40, 554, 000 

44, 453, 000 


GE IE Seco avn eee kao cece dsicac nu deaene 


None $40, 554, 000 
None 44, 453, 000 








Local cooperation.—None required. 
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Project economics.— 





Project doc- Current 
ument 
Annual charges, proposed Saylorville Reservoir-__..............-....-------.-- $1, 669, 999 $1, 824, 948 





Annual benefits: ! 
Elimination of damages -.- ------.-- cence opened ate as Oe aoe 1, 419, 350 1, 670, 955 





Increased crop yield enhancement. -..._............-----.---.---+.2---.- 3, 200 2, 370 
Recreation _ xia dasha cosh <cpaleie a coos iain ndideditas ni oem 228, 000 228, 000 
Wists aead WebNS 3565 LL eligi salt ee 31, 810 31, 810 
OORT POURING « 4c cecncoudkoccdesducdccentereswindesevstileee 21, 300 21, 300 
LW Walle Tw TORUITRI. 0555 ss ehhh acd cade cedencae 92, 200 100, 225 
I rnc <isa tains ene seattaci tage aimeenttiot oo samen al iia addin eta 1, 795, 860 2, 054, 660 
Benefit-cost ratio Saylorville Reservoir and Des Moines local prptnetian (ol | rye re ao 
lowing Red Rock Reservoir) !_-_-- ; . de edodas : ol 1. 06:1. 00 1. 11:1. 00 
TONE GION Pa cncddu cos neddewvidinncdias sitbues tele deanied 1. 11:1. 00 1, 14:1. 00 


1 The report considers Saylorville Reservoir and the authorized Des Moines local protection to be inter- 
related functionally, and they are therefore presented as a unit for benefit determination. 

2 Includes the authorized projects of Red Rock Reservoir and Des Moines local protection, together with 
the recommended Saylorville Reservoir operating as a system. 


Remarks.—The committee notes that this project provides large 
low-flow regulation benefits, which under section 205 would not require 
reimbursement. Flood protection will be provided to a major city, 
and a large rural area. Its authorization is deemed feasible. 


KASKASKIA RIVER, ILL. 
(Report of Board of Engineers for Rivers and Harbors dated November 30, 1956) 


Location.—Shelbyville Dam is on the Kaskaskia River, about 
one-half mile upstream from Shelbyville, Ill., about 222 miles above 
the mouth of the Kaskaskia River. 

Report authorized by.—Flood Control Act approved June 28, 1938. 

Plan of recommended improvement.—Construction of earth dam 
across the valley floor, with reinforced concrete spillway, controlled 
tainter gates, and with service outlet works housed in spillway struc- 
ture, and necessary levees. 

Estimated cost.—Januar y 1954, $20,750,000. (Under current prices, 
cost is estimated at $22,825,000, or, in rounded figures, $23 million.) 

Local cooperation.—C ‘ontributions for recreation and water supply. 
Data on exact amount of local cooperation which will be recommended 
are not vet available. An estimate based on latest information from 
the district and division engineers indicates the amount will be 
from 15 to 25 percent of the total reservoir cost, or approximately 
$3 million to $6 million. 

Project economics.—January 1954: 
able aa _ CIO Oe iS See re 
outa ea I 1, 092, 000 


Benefit-cost ratio: Latest information indicates benefit-cost ratio will be a figure 
between 1.1 and 1.3. 


Annual charges__--_- 
Annual benefits_ 


Remarks.—The committee understands that the comprehensive 
plan for food control in the Kaskaskia River Basin, which includes 
the authorized Carlyle Reservoir, would not be adequate without the 
Shelbyville Reservoir, and therefore recommends adoption of this 
project. Local interests have agreed to ‘make a contribution for 
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water supply purposes. Flood protection in the valley is urgently 
needed, and authorization of the project is recommended. 


EROSION AND FLOOD-CONTROL PROJECTS, 1957 


ROOT RIVER, MINN., AT RUSHFORD, MINN. 
(H. Doc. 431, 84th Cong.) 


Location.—Rushford is located in southeastern Minnesota at the 
confluence of Rush Creek and Root River about 35 miles above the 
junction of the latter stream with the Mississippi River. 

Report authorized by.—Flood Control Act, August 28, 1937. 

Existing project.—None. 

Plan of recommended improvement.—Provides for about 2% miles of 
levees along Root River and Rush Creek and about 1 mile of channel 
enlargement through the city, raising of 2 highway bridges and a 
footbridge at Rushford, and appropriate interior drainage facilities. 

Estimated cost.— 


| Federal | Non-Federal | Total 





} 
J | ; | 7 one ENA. OAR 
Project report (July 1954). ............-.-.---. | $735, 600 | $109, 700 $845, 300 
Current (January 1956) ........-.......-- 796, 000 | 115, 200 | 911, 200 


| 


Local cooperation —Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate works after completion; make necessary changes to utilities, 
highways, and highway bridges; furnish two existing sewage pumps; 
and obtain legal control over pondage areas and prevent encroachment. 

Project economics.— 


Project report Current 











i a agi ee eee OE bed $32, 810 $35, 120 
Annual] benefits: Flood control--..........-.......--.-. Saech Saka : ead $37, 960 $38, 840 
I nee aa hl sl bdomanaeebcnsumabe’ 1.16 1.11 

Remarks.—The plan of improvement as recommended by the Chief 


of Engineers will provide much needed flood protection for Rushford 
and is economically justified. 


BAD RIVER, WIS., MELLEN AND ODANAH AND VICINITIES 
(H. Doc. 165, 84th Cong.) 


Location.—In north central Wisconsin and tributary to Lake 
Superior. 

Report authorized by.—Flood Control Act, July 24, 1946, and Senate 
Committee on Commerce resolution, April 6, 1946. 

Existing project.—None. 

Plan of recommended improvement.—Provides for 2,000 feet of 
widened, deepened, and paved channel through developed area above 
Soo Line bridge at Mellen with 6,800 second-feet capacity (80 percent 
of project design flood) and for 7,300 feet of improved channel through 
the undeveloped area below Soo Line bridge with 4,000 second-feet 
capacity; and evacuation of flood plain at Odanah (involves 102 
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buildings) exclusive of 9 Indian school buildings which would be raised 
above standard project flood stage. 
Estimated cost.— 


| | 


| Federal Non-Federal Total 


| 

Mellen: | 
Project document (1953 price levels) | $326, 800 $9, 100 $335, 900 
Current (January 1956) - - | 390, 000 10, 000 400, 000 

Odanah: | 
Project document - 435, 000 1, 000 436, 000 
CRO CERT BIE occ cn cesencwccwnepewsoweus 527, 000 5, 600 532, 600 


Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; and maintain the 
improvements. In addition, at Mellen, prevent encroachments on 
rights-of-way and channel, and make changes to highway bridge 
approaches and utilities; and at Odanah, prevent construction within 
flood plain and alter utilities at Indian school. 

Project economics.— 














Mellen | Odanah 
Project doc- Current Project. doc- Current 
ument ument 
- ; y ae ~ | poansiianad | ntceailaeainsiailii | acuta caceietiieiailiglsitaillagitiaa 
Annual charges i a | $12, 855 $15, 120 $15, 870 $19. 300 
Annual benefits: Flood control__._._-- J | $22, 200 $23, 780 $27, 010 $28, 600 
Benefit-cost ratio--..- ——:. | 1.73 1. 57 1.70 1, 48 
| | 





Remarks.—Mellen and Odanah are small towns but flood damages 
have been extensive, the project has a high economic ratio, and its 
authorization is recommended by the committee. 


KALAMAZOO RIVER, MICH., AT KALAMAZOO 
(S. Doe. 53, 84th Cong.) 


Location.—The Kalamazoo River is located in the southern part of 
the lower peninsula of Michigan and has a total length of about 185 
miles from the headwaters to the mouth at Lake Michigan. The city 
of Kalamazoo is at mile 75. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, adopted June 24, 1947. 

Existing project.—None. 

Plan of recommended improvement.—Provides for a total of about 
10 miles of channel improvement of Kalamazoo River above, through 
and below the city of Kalamazoo, about 8,000 feet of channel improve- 
ment of Portage Creek (a tributary of Kalamazoo River) and a low 
flow control dam below the city of Kalamazoo to maintain the exist- 
ing low water stage through the city. 

Estimated cost.— 


Federal Non-Federal Total 








Project document (April 1958) ....~.-..-.--------202----200--00- $4, 871, 000 $709, 000 $5, 580, 000: 
CPS (UIDEY BOOED t candhatdsiondiukntanncacchacehoondaentd 5, 358, 000 780, 000 6, 138, 000 





89898—57——-6 
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Local cooperation.—Usual minimum requirements and prevent en- 
croachments, make necessary utility alterations, raise all buildings 
and roadways in the disposal areas to meet proposed grades, make a 
cash contribution equivalent to 5 percent of the first cost of Federal 
construction, presently estimated at $282,800; and provided further 
that no Federal construction shall be initiated until pollution abate- 
ment measures at Kalamazoo, satisfactory to the State of Michigan, 
have been undertaken by local interests. 
Pr oject economics. 








| Project Current 
document 

ceasing sand piri = 

Annual charges : $217, 000 $238, 000 
Annual benefits: | | 

Elimination of damages. -- - : | 233, 500 256, 800 
Increased Jand use | 29, 000 31, 900 
Total 262, 500 | 288, 700 
Benefit-cost ratio 1.21 1.21 


Remarks.—Kalamazoo is subject to severe floods from Kalamazoo 
River and Portage Creek, residential and industrial property and 
public parks are inundated causing extensive damages. The com- 
mittee considers the project economically feasible. 


GRAND RIVER AT LANSING, MICH., AND VICINITY 
(S. Doe. No. 132, 84th Cong.) 


Location.—Lansing is located on the upper Grand River in south 
central Michigan. ‘The river drains an area of 1,230 square miles at 
Lansing and a total area of 5,572 square miles at Grand Haven where 
it joins Lake Michigan. Red Cedar River, one of the larger tribu- 
taries, flows through East Lansing and joins the Grand River in 
downtown Lansing. 

Report authorized by.—Resolution of the Senate Committee on 
Public Works, adopted July 15, 1947. 

Existing project.—None. 

Plan of recommended improvement.—Provides for enlargement of Red 
Cedar River channel from Upper College Dam in East Lansing to the 
mouth, a distance of about 5 miles, inc luding the cleaning and straight- 
ening of Sycamore Creek within Lansing city limits; construction ofa 
diversion channel for Grand River, bypassing Lansing, and extending 
about 6 miles from Millett to Delta Mills with appurtenant works, 
including a diversion dam on Grand River; and enlargement of Grand 
River channel from the confluence of Red Cedar River downstream 
a distance of about 6 miles. The plan also provides for highway and 
railroad adjustments, including new bridges, and utility alterations, 
to conform to the improved channels. 

Estimated cost.— 


Federal | Non-Federal Total 





Project document (summer 1954) __- ium oaths ‘ | $9, 097, 000 | $2, 869,000 $11, 966, 000 


Revised estimate (January 1956). .......__- alisha 9, 825, 000 3, 098, 000 12, 923, 000 
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Local cooperation.—Provide all lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate project after completion; prescribe and enforce regulations to 
prevent encroachment on the improved channels; construct new high- 
way bridges and crossings and make all necessary changes to streets, 
highway bridges and approaches, and utilities; and contribute 2.9 
percent of the cost of the Federal work, presently estimated at 
$293,000. 

Project economics.— 














Project Current 
document 
Annual charges... ........-.- \ecininislichals tel cepraee bk shin’ aah die eee $459, 400 $496, 010 
Annual benefits: isa , 
Flood damages prevented ecéde Jadsads Lohue dle cdi 535, 500 578, 300 
Increased use of land... .- Bae imweit ke datiecbias aan ehgliee we 45, 400 49, 000 
Total iG FE Pah) Le OES Eienkacie siddeldeenwuk <j 580, 900 627, 300 


eS i eh oe! TERE. jie sephone Dupdpesdeounk vce petite 1.27 | : 1.27 


SAGINAW RIVER, MICH. 
(H. Doc. 346, 84th Cong.) 


Location.—The Saginaw River Basin, comprising some 6,260 square 
miles is located in the east central portion of the lower peninsula of 
Michigan. 

Report authorized by.—Resolution, Committee on Flood Control, 
House of Representatives, adopted April 19, 1946. 

Existing projects —None for flood control. 

Plan of improvements.—Provides for protective works at Franken- 
muth, Vassar, Flint, Corunna, Owosso, Midland, and Shiawassee 
Flats (a large agricultural area immediately south of the city of 
Saginaw) and for major drainage improvements at Sanilac Flats 
(Middle and South Branches, Cass River). 

Estimated cost.— 














| Document (June 1953) | Current (January 1956) 
Locality | — 
| Federal Non- Total. | Federal Non- Total 
| Federal Federal 
we Sera ks -| later calpain 
Sanilac Flats: | L ] Bis ie 
Middle Braneh $200,300 | $190, 710 $381,010 | $227, 200 $218, 600 $445, 800 
South Branch 781, 100 | 663, 180 1, 444, 280 892, 500 754, 000 1, 646, 500 
Vassar | 1,113, 220 | 44,800 | 1,158,020 | 1, 270,000 51, 000 1, 321, 000 
Frankenmuth | 137, 300 29, 400 166, 700 156, 500 33, 5 190, 000 
Flint | 1,643,650} 560,900 | 2,204,550 | 1,873, 800 639,400 | 2, 513, 200 
Corunna anata 26, 400 | 23, 600 | 50, 000 30, 100 26, 900 57, 000 
Owosso 232, 300 | 69, 000 301, 300 | 264, 800 78, 700 343, 500 
Midland ; | 1,076,150 | 80, 950 1, 157, 100 1, 226, 900 92, 200 1, 319, 100 
Shiawassee Flats | 8,897,300 | 2,127,700 | 11,025,000 | 10, 148, 200 2, 425, 600 12, 568, 800 
| 
Total. 14, 107,720 | 3,790,240 | 17,897,960 | 16, 085, 000 4, 319, 900 20, 404, 900 


Local cooperation.—Usual requirements with respect to flood control 
portions of the improvement to furnish lands and easements, hold 
and. save the United States free from damages, and maintain and 
operate after construction, and to provide cash contributions of 
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$164,600 for Middle Branch, Cass River; $547,000 for South Branch, 
Cass River; $18,900 for Flint; $25,000 for Midland and $380,900 for 
Shiawassee Flats, accomplish non-Federal construction in accordance 
with the various plans of improvement and establish a joint fish and 
wildlife and flood control system of lateral reservoir regulation for 
Shiawassee Flats. 
Project economics.— 
































Document annual | Current annual 
benefits |Benefit-| | benefits | Benefit- 
Locality Annual |__ a hs cost Annual |__ eS, a eost 
charges | ratio | charges | ratio 
Dam- Increased | Dam- /|Increased| 
ages | land use ages | land use | 
Saas b A co Fa la ag en aa 
| 
Sanilac Flats’ | 
Middle Branch---_- } $18,130 | $2,400 | $414, 600 3.60 | $20.700 | $2,200 | $377, 300 3.03 
South Branch. __-- | 65, 200 23, 800 | 706, 100 3 00 74.400 | 21,700 | 642,600 | 2.52 
ee ee | 43.330] 56, 200 1.30 | 49.440 | 64.000 | 1. 30 
Frankenmuth. ._..-_-- 6,880 | 10,400 |._-- 1. 51 7,850 | 11,900 |.._.. | me 
> Se 86, 180 192, 000 1, 800 2.25 | 98 220 195, 800 1, 900 2 01 
SD oc abtidek.o<3 2, 260 BD oc ouommnm 1 46 2, 580 3.400 |...- 1. 32 
IR icScecccnccneas cst ae eee 18, 200 lone 1.39 14, 970 | 8,600 |_. | 12 
Midland A, | 45.710 #2, 500 | 3. 200 1. 44 52,000 | 63, 800 | 3. 300 1. 29 
Shiawassee Flats ---_-- 443,000 | 310,300 | ' 187, 900 1.12} 505,000} 341,900 | 2216, 900 | 1.11 
i tienen Nandini apeinenienanintonlfenestntnemsl tienen : etiapteieneiretan 
cin a 723, 820 679, 100 (1, 313, 600 | 1. 97 | 825,160 | 723,300 |1, 242,000 | 1. 76 


1 Includes fish and wildlife benefits of $152,700. 
2 Includes fish and wildlife benefits of $183,200. 


Remarks.—The committee notes that the Bureau of the Budget 
has requested that the letter of the Secretary of the Army transmitting 
the report to the Congress should contain proposed authorizing 
language stating the maximum amount of the costs allocated to fish 
and wildlife in the Shiawassee Flats project which should be borne by 
the Federal Government. The committee also notes that authori- 
zation of the Saginaw River project as recommended by the Chief of 
Engineers in his report will accomplish the desired allocation. The 
committee has considered the Saginaw River project at length. It 
considers that the project for Saginaw River as recommended by the 
Chief of Engineers including the dual purpose improvement for 
Shiawassee Flats is a worthy project which will yield benefits in ex- 
cess of costs. 

OWASCO OUTLET AT AUBURN, N. Y. 


(S. Doe. 133, 84th Cong.) 


Location.—Auburn is located 25 miles west of Syracuse on Owasco 

outlet, 1% miles north of the foot of Owasco Lake. 
ceport authorized by.—Senate Committee on Public Works resolu- 
tion, September 18, 1951. 

Existing project.— None. 

Plan of recommended improvement.— Provides for widening and 
deepening Owasco outlet between Owasco Lake and a dam 1% miles 
downstream and for rehabilitation of outlet works in the dam. 

Estimated cost.— 


Federal Non-Federal Total 





I CR RD oo ciinmenienainnseredpetotpnasebwe $291, 000 $59, 000 $350, 000 
Revised report (January 1966) .....................-.......-.- 304, 600 68, 700 366, 300 
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Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil dispersal area; hold and save the United States free from dam- 
ages; operate and maintain the work; rehabilitate dam; make neces- 
sary bridge and utility alterations; pr event encroachments on channels 
and on storage area in Owasco Lake. 

Project economics. 


Survey Revised 

report report 
AGT TRIG, .. 2a a cin s ittrin vd Seb bis senso dubdacecbddd wheedbeleeeee $14, 100 $14, 600 
Annual benefits: “Reduction of flood dam: NOOE.....ciocninnmarinistiekeas Rhea $20, 000 $20, 900 
Benefit-cost ratio. ......- s3divcaschvavsusanaaabaaseerescudeed ivcentsdedentes 1.4 1.4 


Remarks.—The committee notes the relatively high economic 
ratio for this project, the degree of local cooperation, and recommends 
its authorization. 

MISSOURI RIVER BASIN 


Location and description.—The Missouri River is formed by the 
confluence of the Gallatin, Madison, and Jefferson Rivers at Three 
Forks, Mont., in the southwestern part of the State. It flows in 
a general southeasterly direction to its junction with the Mississippi 
River about 17 miles above St. Louis, Mo. From the headquarters 
of the Missouri River to its mouth, the surrounding area changes 
from mountainous at the headwaters to sloping terrace lands and 
finally to rolling plains near its mouth. The river has a total length 
of 2,460 miles and drains an area of about 529,350 square miles, of 
which 9,715 square miles are in Canada. The basin’s economy is 
predominantly agricultural; however, manufacturing is an important 
occupation, consisting principally of processing crops and livestock 
into food products. Floods on the Missouri River occur frequently 
causing severe damages to municipal, residential, agricultural, and 
industrial properties. It has been estimated that on the major streams 
flood damages totaled $68 million in the flood of 1948 and $213 million 
in the flood of 1947. The great flood disaster of July 1951, in Kansas 
and Missouri, inflicted damages of more than $1 billion. Records 
indicate that a total of 291 lives have been lost due to floods since 
1935 

Existing comprehensive plan.—A general plan for the Missouri River 
and its tributaries was prepared by the Corps of Engineers in accord- 
ance with studies made pursuant to House Document No. 308, 69th 
Congress. The comprehensive plan of improvement for the basin 
was initiated by Congress in the River and Harbor Act of 1935, 
which authorized the construction of the Fort Peck Dam. A number 
of local protection projects were authorized by the Flood Control 
Act of 1936. In the Flood Control Act of 1938, Congress approved 
a general comprehensive plan for flood control and other purposes, 
and the Flood Control Act of 1944 expanded that plan to provide a 
coordinated plan of improvement for flood control and water conser- 
vation for the basin as a whole, known generally as the Pick-Sloan 
plan for the Missouri River Basin. It is being accomplished jointly 
by the Corps of Engineers and the Bureau of Reclamation. These 
authorizations combine to provide a comprehensive plan for control 
and use of the water resources of the Missouri River Basin for flood 
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protection; navigation; irrigation; water supply for industrial and 
domestic use; development of hydroelectric power and other purposes. 
This comprehensive plan of improvement includes in addition to 
those projects having full monetary authorization, the following 
elements under the jurisdiction of the Corps of Engineers which are 
subject to an overall basin monetary limitation. 


Project and total estimated cost 


Projects completed or underway: 


Kanapolis Reservoir, Kans___ ; ie ia ; $12, 285, 300 
Harlan County Reservoir, Nebr ~~ -- ---- leg £5 45, 230, 100 
Bartley, Nebr____-_-- aon en 118, 300 
Omaha, Nebr 5, 896, 400 
Council Bluffs, lowa- ‘ 2, 557, 700 
Indianola, Nebr___- ee 67, 300 
Fort Randall Rese rvoir, 8. Dak__- . ; a 185, 757, 700 
Missouri River agricultural levees _ - 172, 000, 000 
Oahe Reservoir, 8. Dak E : 380, 000, 000 
Garrison Reservoir, N. Dak 294, 000, 000 
Gavins Point Reservoir, Nebr 17, 800, 000 
Tuttle Creek Reservoir, Kans 92, 300, 000 
Pomme de Terre Reservoir, Mo- _- es i 18, 700, 000 
Topeka, Kans__-------- 15, 600, 000 
Abilene, Kans_-___- es a 797, 000 


Salina, Kans_- a 2, 130, 000 
nel es ei TUR Tee gee CREST Ee j 1, 275, 239, 800 


Remaining projects, construction not started: 
J 


Arlington Reservoir, Mo_._...-......---- E ee 27, 200, 000 
Pemeeer aueneewarr, wre. Le Les ce edocs, : 20, 000, 000 
Wilson Reservoir, Kans-_---_-- ‘_ ; 15, 900, 000 
Sioux City, lowa_-___-_- he anh tenth. dah veiled Sie ed 1, 410, 000 
Big Bend Reservoir, S. Dak____- ' : 75, 600, 000 
Chillicothe Reservoir, Mo _-_--- oo : ARE ntl 65, 800, 000 


5 
s 33, 300, 000 
Eee 14, 100, 000 


Richland Reservoir, Mo 
Pomona Reservoir, Kans- -_- 


Melvern Reservoir, Kans_- _- nits dementia 20, 400, 000 
Hillsdale Reservoir, Kans_-__-- ; a ; 9, 000, 000 
Fort Scott Reservoir, Kans_ _- , ee 16, 000, 000 
Hackleman Corner Rese rvoir, Mo. J 16, 400, 000 
Stockton Reservoir, Mo___....-_--------- jubeos 40, 800, 000 
Kasinger Bluff Reservoir, BD ceil ecceet bi Sues 102, 000, 000 
a oO ES eee ; z 3, 380, 000 
Osawatomie, Kans___--_- : 770, 000 
Milford Reservoir, Kans___- ; 41, 000, 000 
Perry Reservoir, Kans -_- _- 17, 800, 000 
Lawrence, Kans_.- ; ’ 2, 920, 000 
Manhattan, Kans_---_- . i, 610, 000 
Marysville, Kans__- 362, 000 
Merriam, Kans____-- 431, 000 
Beatrice, Nebr____-_- 568, 000 
Hubbell, Nebr__ _- : : 12, 000 


Garnett Reservoir, Kans - 14, 800, 000 


Uoaee. ets aul as Do eee ; 541, 563, 000 


aad « bys pae deyids ws ; + ed . 1, 816, 802, 800 

Local cooperation.— None for reservoirs. The local cooperation fo 
the local protection works is in accordance with parts a, b, and ¢ of 
section 3 of the Flood Control Act of 1936, which reads as follows: 


Sec. 3. That hereafter no money appropriated under authority of this Act shall 
be expended on the construction of any project until States, political subdivisions 
thereof, or other responsible local agencies have given assurances satisfactory to 
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the Secretary of War that they will (a) provide without cost to the United States 
all lands, easements, and rights-of-way necessary for the construction of the 
project, except as otherwise provided here; (b) hold and save the United States 
free from damages due to the construction works; (c) maintain and operate all the 
works after completion in accordance with regulations prescribed by the Secretary 


of War: *'*'* 

Benefits —The comprehensive plan of development will produce 
many benefits throughout the basin, including prevention of flood 
damages; increased crop production through irrigation; much-needed 
hydroelectric power for domestic, commercial, and industrial uses; 
recreational developments at reservoir areas; and regulation of river 
flows for navigation and municipal and industrial water supply. 
Many of the above benefits are reimbursable and the costs of these 
functions will be paid back to the Federal Government. There are 
also other related benefits not susceptible to monetary evaluation, 
including benefits accruing to the plan of improvement due to the 
growth of industry, business, and population. The construction and 
operation of the main-stem reservoirs and levee system will afford 
complete protection along the main stem of the Missouri River below 
Sioux City as well as important reductions in flood stages on the 
lower Mississippi River. The construction and operation of the trib- 
utary reservoirs designed primarily for flood control, together with 
additional reservoirs and local protection projects recommended for 
construction by the Corps of Engineers, will effect a large reduction 
in the frequency and magnitude of tributary overflows, providing a 
high degree of flood control. 

‘Existing authorization and status—The existing project was auth- 
orized by the following flood-control acts, with the amount of authori- 
zations as indicated: 


Present monetary authorization: 


Fiood, Control Act, Jane 26, 1936... enc See ees $9, 000, 000 
Prood Control Act, Aug. 1G"Teer oc oS. 2 eee 7, 000, 000 
Ficodd -Contro! ‘Act, Dee: 39,' 1044.2 .2. 202506 eon Seu 200, 000, 000 
Flood Control Act, July! 24; 200601.) icutkin oi Je eC 150, 000, 000 
Flood Control Act, May LT, GOO aba. woh nwichuatss= ciesd eee 250, 000, 000 


Flood Control Act, 2 ae BS 


whnin pltvo tear ene 217, 710, 000 


__.------- 833, 710, 000 


Through fise al year 1957, Congress has appropriated funds in the 
amount of $715,253,000. This leaves a balance of available monetary 
authorization a ‘future appropriations of $118,457,000. 

Additional authcrization.—The committee was informed by repre- 
sentatives of the Corps of Engineers that the approved budget for 
fiscal year 1958 includes funds in the amount of $52,695,000, and that 
based upon its 6-year program for expenditures in the Missouri 
River Basin, the estimated appropriations required for fiscal years 
1958-60 is $313,030,000. The committee has therefore included an 
additional amount of $200 million monetary authorization in the bill 
in order that the prosecution of the comprehensive plan might proceed 
in an efficient and orderly manner. 

The committee has added a proviso to the basin authorization for 
the Missouri River providing that an equitable proportion of power 
generated at dams to be constructed by the Corps of Engineers in 
that plan would be made available for use in the State in which such 
dam is located. The proportion of such power would be determined 
by the Secretary of the Interior. The committee considers it equitable 
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that the State in which such power is generated should receive a fair 
share of the power so generated. It notes, however, that in the case 
of the Missouri River, the Big Bend Reservoir, 8. Dak., would be the 
only project to which the proposed amendment would be applicable. 


WILLISTON, N. DAK. 


The committee considered an item relative to Garrison Reservoir, 
N. Dak. The committee is aware that a portion of the city of Willis- 
ton is being protected from high pool levels of Garrison Reservoir by 
a levee. A number of water wells from which the city obtains its 
water supply is also protected by the levee, The State board of health 
has refused to permit the city to expand their water supply facilities 
in their present location. The committee believes that compensation 
should be provided to the city for replacement of facilities damaged 
or rendered inoperative by the Garrison Reservoir, and permit use of 
appropriations for such reservoir. 

The committee is aware of the changed conditions in the flow of the 
Missouri River that will be occasioned by construction of the dams. 
Where the stream now has a high base flow and the sewage can be 
discharged directly therein, such flow can later be regulated at the 
dams, with consequent reduced flows by the water that goes through 
the powerplants. This is particularly true with respect to the cities 
of Pierre and Fort Pierre located immediately below the Oahe Dam. 
The large fresh-water lakes that will be created, and their large use 
for recreational purposes, will develop a health hazard by disc! harge 
of raw sewage into such lakes. The South Dakota State Department 
of Health has recognized this situation by requiring treatment of the 
sewage before discharge into the river. The existing sewage facilities 
of the St. Joseph’s Indian School at Chamberlain have been damaged 
by construction of bank revetment thereat. Some adjustments have 
been made but a health hazard is still present on the playground of 
the 250 students at the school. The committee believes that a more 
satisfactory solution might be obtained by connecting the sewage 
facilities of the school to the city sewage system of Chamberlain, and 
has amended the bill to include such provision. 

The committee has also included provisions in the bill for reimburse- 
ment for removal of a waterline and a public school building in a 
reservoir area, which the committee was informed could not be met 
under existing law. It is believed equitable to provide these reim- 
bursements. 


ELM RIVER DAM AND RESERVOIR, S. DAK. 
(Report of Chief of Engineers dated December 21, 1956) 


Location.—Elm River is a west bank tributary of James River, 
entering the latter stream at Columbia, S. Dak. The proposed dam 
site is on Elm River about 10 miles west of Frederick, S. Dak., and 
6 miles below the North Dakota State line. 

Report authorized by.—In accordance with the President’s message 
in vetoing the flood control bill of 1956. 

Existing project.—There is no existing Federal flood-control project 
on Elm River. A small dam about 35 feet high was constructed by 
the WPA at this site, for water-supply purposes and is now being 
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used to supplement the water supply for the city of Aberdeen. Because 
of the small size of the reservoir and its operation as a conservation 
pool, it has a negligible effect on floods. 

Plan of improvement.—Raising the existing dam 8 feet, constructing 
new spillways and outlet works, and relocation of roads and bridges in 
the reservoir area. 

Estimate of cost.— 


WGN. Cle Sita cwmenee nie ban vee gd wide ee ene ks $1, 750, 000 
Mim OCR Ob oii hee ee~ el ue ee ee 20, 000 


PONG. cx 4 ca~é ween eae haste dnteses ie eee 1, 770, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way; hold and save the United States 
free from damages due to the construction works; and maintain and 
operate the w orks after completion. 

Remarks.—The report of the Chief of Engineers on this project 
indicates that the benefit-cost ratio is less than unity. The project 
has been studied by the Corps of Engineers and the Bureau of Recla- 
mation, who have given their estimates of the cost for rehabilitating 
the structure, and the benefits that would be derived therefrom. The 
committee realizes that local interests have had considerable expense 
in acquiring the lands and construction of pipelines and water-supply 
facilities. It believes that the existing dam should be rehabilitated 
and improved, and that the maximum use be made of the site. 
Because of the local benefits, the committee feels that the local interests 
should acquire the necessary lands and rights-of-way, and maintain 
and operate the project after completion. It further believes that a 
somewhat smaller project than the one discussed in the report of the 
Chief of Engineers will have a favorable economic ratio. Since 
damage from floods, and the need for water supply, are acute 
problems in this watershed, authorization of the project at this time 
is believed advisable. 


FLOYD RIVER AND TRIBUTARIES, IOWA 
(H. Doc. 417, 84th Cong.) 


Location.—The Floyd River is located in northwest Iowa and is a 
left bank tributary of the Missouri River, joining the latter at Sioux 
City, lowa. 

Report authorized by.—House Flood Control Committee resolution 
March 29, 1944. 

Existing project—There are no existing Corps of Engineers flood- 
control projects affecting the Floyd River. Sioux City in cooperation 
with the WPA, accomplished channel and levee improvements con- 
sisting of enlarging, straightening, and providing a reinforced concrete 
lining for approximately 1 mile of channel above the mouth and con- 
structing levees for approximately 5.5 miles. 

Plan of recommended improvements.—Straighten and enlarge unlined 
portion of existing channel to upper limit of project and construct 
earth levees along each bank; rebuild parts of concrete-lined portion 
of existing channel; construct an auxiliary riprapped partial diversion 
channel; and alter existing bridges and provide new ones where neces- 
sary. 
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Lstimated cost.— 


| | 
Federal | Non-Federal | Total 


Project document (January 1955) | $7, 653,000 | |! $3, 455, 000 $11, 108. 000 
Current (January 1956 8, 060, 000 | 1 3, 640, 000 | 11, 700, 000 


1 Includes cash contribution. 


Local cooperation.—Furnish lands, easements, and rights-of-way, 
including rights-of-way for temporary ponding of interior drainage or 
provision of pumps to remove interior drainage over the levees; make 
necessary highway and highway bridge and utility alterations; remove 
buildings and other structures from within the rights-of-way limits; 
and maintain and operate all works after completion in accordance 
with regulations prescribed by the Secretary of the Army. In addi- 
tion, local interests would also be required to provide in cash 0.84 
percent of the total Federal first cost of the project (currently estimated 
to be $67,700) as recognition of the enhancement of land values which 
will result from construction of the project. 

Project economies. 


Project | Current 
document | 


Annual charges $441, 000 $464, 500 
Annual benefits 
Reduction of flood damages 768, 400 783, 700 
Incre:.sed land use 22, 000 | 22, 500 
Total 790, 400 | 806, 200 
| 
1 74 


Benefit-cost ratio | 1.79 


Remarks.—After study of the report on this project, and testimony 
given in hearings, the committee concluded that provision of flood 
protection at Sioux City is needed to prevent further loss of human 
life and that the project should be authorized. 


BLACK VERMILLION RIVER AT FRANKFORT, KANS. 
(H. Doc. 409, 84th Cong.) 


Location.—Frankfort, Kans., is about 35 miles north of Manhattan, 
Kans., on the right bank of Black Vermillion River, a tributary of 
Big Blue River. 

Report authorized by.—House of Representatives Committee on 
Public Works resolution, September 29, 1949. 

Existing proje ct. None for flood control. The Tuttle Creek Reser- 
voir at full flood-control pool will extend upstream to just below 
Frankfort. The backwater effect on the recommended project is 
negligible. 

Plan of recommended im provement. About 10,000 linear feet of 
levee along east, south, and west sides of low-lying part of Frankfort, 
providing 3 feet of freeboard above the design flow of 43,000 cubic 
feet per second; channel improvements include about 1,500 feet on 
Little Timber Creek and about 8,100 feet on Black Vermillion River; 
bridge alterations of Missouri Pacific Railroad over Little Timber 
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Creek and Union Pacific Railroad, State Highway No. 99, and State 
Highway No. 9 over Black Vermillion River; gated drainage outlets 
through levee; and sanitary sewage pumping facilities. 

Estimated cost.— 





| Federal | Non-Federal | Total 
Project document (May 1954)_._____-- poles eeserts 430 770, 000 | $125, 000 $895, 000 
Current (January 1956) - - a aneri. | 850, 000 140, 000 990, 000 


Local cooperaiion.—F urnish all lands, easements, and rights-of-way 
for construction of project; rights-of-way for temporary ponding of 
interior drainage; hold and save the United States free from damages; 
perform all necessary highway alterations including raising of bridges 
and any necessary utility alterations other than storm and sanitary 
sewer lines; and maintain and operate the works in accordance wit 
regulations prescribed by the Secretary of the Army. 

Project Economics.— 





Project Current 
document 
Annual charges - ob See . : $35, 200 $38, 600 
Annual] benefits: Reduction of flood damages 7 $72, 450 $74, 700 
Benefit-cost ratio. : Sede d 2. 06 1. 94 





Remarks.—This small town is subject to severe and frequent floods 
which cause extensive damage. The committee notes the high 
economic ratio and believes its authorization is warranted. 


GERING AND MITCHELL VALLEYS, NEBR. 
(S. Doe. 136, 84th Cong.) 


Location.—Gering and Mitchell Valleys are located in western 
extremity of the Nebraska Panhandle near Scottsbluff, Nebr. 

Report authorized by.—Senate Public Works C ommittee resolution 
October 8, 1948. 

Existing project.—None. 

Plan of recommended improvement.—Provides for construction of 
four small detention reservoirs at the mouths of canyons in Gering 
Valley, enlargement of the lower reaches of the Gering drain with 
adjacent low levees, grade-stabilization structures in the drain, recon- 
struction of the Ostenberg chute, and alteration of 1 railroad bridge 
and 2 county road bridges. 

Estimated cost. 


Federal | No Non-Federal | Total 
| 


Project document (March 1953)- , ‘ si $1, 056, 000 $48, 500 $1, 104, 500 
Current (January 1956) -..--- , 1, 214, 000 | 56, 000 1, 270, 000 


| 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way required for all work, including 
lams and reservoirs; maintain and operate all work after completion; 
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accomplish new highway bridge construction and alterations except 
raising, which would be done at Federal expense, and all relocations 
required. Also, undertake conplementary program consisting of lin- 
ing approximately 2 miles of Fort Laramie Irrigation Canal with 
asphaltic membrane, improvement of 5 miles of lateral canals with 
steel and concrete pipe, impvovement of existing irrigation and crop- 
ping practices, and establishment of willow grow th in drains to prevent 
erosion damage. 
Project economics.— 


—— 
Project Current 
document 


a cmiioeinelieen $42, 500 | $48, 800 
Annual benefits: | 

es iinenoketedpeesetiuimen onan 68, 900 72, 100 

Ia os i icln esd nilbaetainioteiees } 13, 800 14, 500 

Reduction of scour damages, irrigation structures_.............----...-.- 2, 900 3, 000 

SES tate ewseae nse Lik eonmlap henge dereliphhtnsnte ja iailttnne ingushanieabdnabans a 85, 600 | 89, 600 

UN celia cbbeseaGucctewesenees 2.01 | 1, 84 


Remarks.—The units of this project are similar to those prosecuted 
under the Watershed Protection and Flood Prevention Act, and the 
requirements of local cooperation are similar. 


SALT CREEK AND TRIBUTARIES, NEBRASKA 
(H. Doc. 396, 84th Cong.) 


Location.—The Salt Creek Basin comprises an area of about 1,627 
square miles in southeastern Nebraska tributary to the Platte River. 
Salt Creek having a total length of about 52 miles, rises in the southern 
part of the basin in 2 brane shes, Olive Branch and Hickman Branch 
which join near Roca, Nebr., to form the main stem. Wahoo Creek 
which drains an area of about 475 square miles is the largest tributary. 

Report authorized by.—House Flood Control Committee resolution, 
June 21, 1944. 

Existing project.—No existing Federal projects for flood control in 
the basin. 

Plan of recommended improvement.—A system of 12 reservoirs; and 
channel improvements or channel improvements and levees on Olive 
Branch, on Hickman Branch, at 3 locations on Salt Creek (1 of which 
is through Lincoln), on Wahoo Creek, and on lower reaches of major 
tributaries of Wahoo Creek. 

Estimated cost. 


Federal | Non-Federal Total 
Project document (December 1954)._........------- et $12, 683,000 | 1$1, 593,000 | $14, 276, O0t 


Current (January 1956). _..--- os ae ---------| 13,314,000 | 1 1, 686, 200 15, 000, 20¢ 
| 


1 Includes cash contribution. 
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Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the levee and channel 
improvements and perform all highway, highway bridge, and utility 
alterations required therefor, except raising and underpinning existing 
bridges; hold and save the United States free from damages due to the 
construction works; maintain and operate the levee and channel 
improvements and the permanent pools for fish and wildlife conserva- 
tion in the reservoirs, in accordance with regulations prescribed by the 

Secretary of the Army; assume all costs related to utilization of the 
permanent pools for recreational purposes, and insure public access 
to the pools; and pay an amount equal to 4.3 percent of the Federal 
cost of construction of the channel improvement and levee project 
through Lincoln, currently estimated at $86,200, which represents the 
appropriate local share of project costs attributable to higher utiliza- 
tion of property. 

Project economics. 





Project Current 
document 
EE CI iad cette omitted miiae Siiecdidhaieacnleil $583, 500 $414, 000 
DS Os ids 6stanasennentaddunen teen kiln gen onsale sanabesee abate $935, 800 $966. 200 
Benefit-cost ratio. idaitciind dietwredntdeadgud oentubadeiunediadte ened | 1. 60 1. 57 


Remarks.—As a result of a study of this report and testimony given 
in hearings, the committee concluded that the plan of improvement 
proposed is acceptable to all interested parties and should be author- 
ized, 

RUFFY BROOK AND LOST RIVER, MINN. 


(Chief of Engineers report May 1, 1956) 


Location.-In northwestern Minnesota on streams tributary to 
Clearwater River. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, August 16, 1949. 

Existing project.—None. 

Plan of recommend d improvement. -Provides for an enlarged and 
straightened channel in the lower 5 miles of Ruffy Brook and in the 
middle 23-mile reach on Lost River. 

Estimated cost. 








Federal Non-Federal Total 
_ — - - —_—— —— — — _— ane ————— | ——- —_—_— 
Rufly Brook 
Server remot Clie (OUD ons ccceis an oe essen anedeednden $98, 700 $64, 500 $163, 200 
Current (January 1956) an attniebieiaamesaiiaiainie 104, 900 73, 400 178, 300 
Lost River: 
eres Beet er TD occ dcbwcn obec ceneavinednneunedsen 507, 000 410, 400 917, 400 
Current (January 1956) -...----. ik eb due dah ardiatinhes dearepte easton 527, 300 445, 200 972, 500 


Local cooperation.—Furnish lands, easements and rights-of-way; 
hold and save the United States free from damages; maintain the 
improvements; make necessary changes to utilities, highways, and 
highway bridges including approaches; furnish in cash or equivalent 
work 15.3 and 32.3 percent of the gross Federal first costs for Ruffy 
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Brook and Lost River, respectively, estimated at $26,600 and $262,100 
(January 1956 price levels). 
Project economics.— 


; a ‘ 7 
Rufly Brook Lost River 








Surveyreport; Current Survey report| Current 
| 








| 








Annual charges. _--_-- Lodddboestel. alae $7, 310 | $7, 890 $38, 740 $40, 720 
Annual benefits: 19g 
Oe, a ea ae és 5, 010 4,810 31, 350 30, 765 
Drainage... cai sab ach Sade 5, 670 5, 420 163, 940 156, 725 

= pepetiipnant —————EE— Se 
gt 10, 680 | 10, 230 195, 290 187, 490 
DeneGt-cost ratio... 22.25.00. Raa 1, 46 1. 30 5. 04 4. 65 








Remarks.—The favorable economic ratio and the testimony pre- 
sented at the hearing indicated the urgency and need for early au- 
thorization of this project. 


SALINE RIVER AND TRIBUTARIES, ILLINOIS 
(H. Doe. 315, 84th Cong.) 


Location.—Saline River lies in southeastern Illinois and is tributary 
to the Ohio River at a point about 114 miles above its mouth. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, March 9, 1948. 

Existing project.—Provides for local flood protection at Harrisburg, 
Ill., by means of levees, walls, pumping plants, and appurtenant works. 
Project was completed in 1951. 

Plan of recommended improvement.—Provides for clearing and en- 
largement of the channel of Saline River between mile 17.2 and mile 
27.1, of the lower 31.0 miles of the North Fork Channel, and of the 
lower 12.2 miles of the Middle Fork Channel; and for clearing and 
cleaning of the lower 14.2 miles of the South Fork Channel. 

Estimated cost. 





Federal | Non-Federal Total 
| 
Project document (1953) _ -- es : $4, 756, 000 $1, 214, 000 $5, 970, 000 
Current (January 1956) | 5, 272, 000 1, 346, 000 6, 618, 000 
Committee recommendation 5, 970, 000 648, 500 6, 618, 500 
i 


Local cooperation.—Contribute a part of the cost of construction to 
be performed by the United States; provide without cost to the 
United States all lands, easements, and rights-of-way necessary for 
construction of the project; replace highway bridges and make re- 
quired utility alterations; hold and save the United States free from 
damages due to the construction works; and maintain the works 
after completion; contribute in cash $232,500. 
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Project economics.— 





Project | Current 
document 

7 se paces natpaoai tac intent sa — " | ee ee 

Annual charges_--.-.-_-- ou pdinitiddpdtitint biltvidiiesinedaticn eceiiiialiiias eal, | $258, 000 _ ae 
Annual benefits: ons: : l eee 
Reduction of flood damage-___.-_-.---_---_- “isis is diendeitatiaa tea 230, 100 | 257, 700 
Increased land use ___-_-- jhuliGetanauseeueeaeien ; ie 115, 100 128, 900 

Fotal........ - = wovvbwndpgnttidihnnicdelll } 345, =| _ 386. 600 
Benefit-cost ratio Eisdchoncwnseeaheienabioe nineties soraeeen bial 4. 34 | ee 1 35. 


Remarks.—These channel improvements are believed essential to 
provide flood protection in the basin. The committee has reduced 
the local cash contribution below that recommended by the chief of 
engineers and the Bureau of the Budget, as it considers such con- 
tribution adequate. 


WABASH RIVER AND TRIBUTARIES AT AND ABOVE WHITE RIVER, IND. 


(House Doc. 435, 84th Cong.) 


Location.—Wabash River rises near Celina, Ohio, flows north- 
westerly 67 miles to Huntington, Ind., thence southwesterly 312 miles 
to the confluence with White River, its principal tributary, and con- 
tinues southwesterly to the Ohio River. It drains 33,100 square 
miles in Ohio, Indiana, and Illinois, of which 16,440 lie above White 
River. 

Report authorized by—House Committee on Flood Control resolu- 
tion, May 23, 1946; Senate Committee on Public Works resolution, 
May 9, 1949. 

Existing project.—Provides for 23 local flood-protection projects and 
1 reservoir in area above White River. The Delphi, Lyford, Gill 
Township, and Brevoort local projects are either complete or essen- 
tially complete. One is under construction at Vincennes and pre- 
construction planning has been initiated for the Niblack project. 
Of the remaining 17 local protection projects, 3—-Logansport, Peru, 
and Wabash—are in the Logansport- Huntington reach of the Wabash 
River, the area of principal concern in the interim report. Pre- 
construction planning is in progress for Mansfield Reservoir on 
tributary Raccoon Creek. 

Plan of recommended improvement. Provides for 3 flood-control 
reservoirs —Mississinewa at mile 7,1 Mississinewa River, Salamonie at 
mile 3.5 Salamonie River, and Huntington at mile 411.4 Wabash 
River. Gross capacities are 365,490, 238,700, and 154,170 acre-feet, 
respectively. 

Estimated cost.— 





pees nae 
| Federal | Non-Federal | Total 
| bi dh hiked 


Project document (1954)... 


2, 010. 000 $425,000 | $42, 435. 000 
Current (January 1956). 5, 4 


$4 
--..-| 45, 463, 000 | 460,000 | ! 45, 923, 000 
| 1 


! Mississinewa, $19,469,000; Salamonie, $13,646,000; Huntington, $12,808,000. 








96 EROSION AND FLOOD-CONTROL PROJECTS, 1957 


Local cooperation.—Provide 1 percent of the first cost of the im- 
provements, currently estimated at $460,000. 
Project economics.— 








Project doc- Current 
ument | 

SE ee eee piliiean iniainiaeletaceinpi aaledinpdniadisnshinelia iielapee _$1, G30, 000 | $1, 764, 000 

Annual benefits: | a 
Reduction of flood damage-._.............-...-- i paihihcieuatintcae 2, 615, 000 2, 381, 500 
Higher land use- --- fh ueaseue minis hie aep ; capecdiacad panne bath 5, 700 | 50, 300 
NN elaiidietaieicaace ‘siepminr ideal Sa) | 
anaes ‘ oo pak > caren ee ai 1.4 





Remarks.—The committee is of the opinion that the only satis- 
factory method of obtaining flood protection in the W abash River 
Basin is by means of headwater reservoirs, and recommends authori- 
zation of this project. 


BRUSH CREEK AT PRINCETON, W. VA. 
(S. Doc. 122, 84th Cong.) 


Location.—Brush Creek Basin lies in Mercer County, in southern 
West Virginia. It is part of the Kanawha River drainage area. 
Princeton is located near the center of the basin. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, June 1, 1948. 

Existing project.—There is no existing project for flood control at 
Princeton, W. Va. 

Plan of recommended improvement.—Provides for improvement of 
17,900 feet of channel of Brush Creek and lower 2,500 feet of channel 
of Christian Fork, and clearing and snagging of lower 1,500 feet of 
channel of Glady Fork; and includes railroad, railroad bridge, high- 
way, highway bridge, sewer, and utility construction and alteration. 

Estimated cost-—Project document (report price levels same as 
current prices): 


I cd a et hh Sustain bipnaein be hss Giien canes | ee 
I las v7 360, 500 
AO Ae oO sac cta bac cuveuteradiw aes aautthbiat it. ‘1, 277 7, 500 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the 
works after completion; bear the cost of highway, highway bridge, 
sewer, and utility alterations; bear the cost of railroad alterations 
except for the bridge crossings provided by the United States; con- 
tribute 3 percent of the cost of the construction work for which the 
United States is responsible; and take action necessary to restrict 
residential construction in the flood plain. The cash contribution is 
currently estimated at $28,500. 
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. ad . ‘ : Profect 
Project economics.—Report: price levels as current prices: —_,Preiect 
Annusl CHAWIG.2..c4ctnehl is Saint 5 cork wel manners Ga eA ae $49, 000 
Annual benefits: 
Reduction of flood danwg@e.... <6 405-466 45 04s < eee eee ee 82, 000 
InerGRSed PANG UNS... onc 4s Canned «pet inn a0 cee es oes 6, 400 
Totals. .. lib UO Ail RAR ee 88, 400 
Beneit-So0t LOMO. 2.5 40 ds erga kcie LE dyn egneet SlooO bila dere ae 1. 80 


Remarks.—Information presented to the committee indicates the 
need for this project. The high benefit-cost ratio is noted. 


MEADOW RIVER AT EAST RAINELLE, W. VA. 
(S. Doc. 137, 84th Cong.) 


Location.—Meadow River Basin lies in Greenbrier, Fayette, Nicho- 
las, and Summers Counties in southeastern West Virginia. It is part of 
the Kanawha River drainage basin, East Rainelle is located at the 
mouth of Sewell Creek, 30.3 “miles above the mouth of Meadow River. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, March 9, 1948. 

Existing project.—None. 

Plan of recommended im provement.—Provides for improvement of 2.5 
miles of the channel of Meadow River below Sewell Creek, improve- 
ment of the lower 5,450 feet of the channel of Sewell Creek, improve- 
ment of the lower 3,230 feet of the channel of Boggs Creek, and 
clearing and snagging of 500 feet of the channels of Sewell and Boggs 
Creeks upstream from the above-cited improvements; and includes 
provision for a new highway bridge at the Boggs Creek crossing of 
United States Route 60 and limited sewer and utility relocations. 

Estimated cost-—Report prices same as current prices. 


Fodoral 3. 5... oes oc oh ioe ene eucae a oes ae ence $708, 000 
Men-PeGerehs fees cu acticl Sekai eee coece ieee 115, 500 
UAE nb th anicndin nidx ts da engin wee em Roe ae aioe eae 823, 500 


Local cooperation.—Provides without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the 
works after completion, bear the cost of necessary highway bridge and 
sewer and utility adjustments; and take action necessary to restrict 
residential construction in the flood plain. 

Project economics.—Report prices same as current prices: 


Ausiael CAGE. nan nn cin totins cy onde advan $32, 000 
Annual benefits: Reduction of flood damage____..........--------- $67, 000 
BORGHE-O08b POM oases nis keene ceetelaes te dck kh aneeo aaa eee 2.1 


Remarks.—The committee believes this project to be of an emer- 
gency nature, and recommends its early authorization. 


89898—57——-7 
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WILLIAMSON, W. VA. 
(Plans to be prepared by the Chief of Engineers) 


Location.—Williamson, Mingo County, W. Va., is on the right- 
descending bank of Tug Fork of Big Sandy River. 

Report authorized by. —Senate Committee on Public Wor ks, resolu- 
tion, April 24, 1954; House Committee on Public Works, resolution, 
July 29, 1954; section 103, Rivers and Harbors Act approved Septem- 
ber 3, 1954. 

Existing project—There is no existing project at Williamson. 

Plan of improvement.—Provides for protection of Williamson through 
construction of concrete walls approximately one-half foot higher than 
the maximum flood of record and provision of a pumping plant to 
remove internal drainage. The wall would be approximately 2,700 
feet long with an average height of approximately 3 feet. Some 
sewer and utility modifications would be required. 


Estimate cost.—Current prices: 


LE a et oe i lk ‘ dais ; . $660, 000 
pepibameey 50 1) 292 igs 3 1 od ok cml Rect SOEk chi pede . 40, 000 
I ee a a a i a ee -* : 700, 000 


Local cooperation.—Provide without cost to the Mieiked States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary 
for construction of the project; hold and save the United States free 
from damages due to the construction works; maintain and operate 
the works after completion; bear the cost of sewer and utility altera- 
tions. 

Project economics.—Current price levels: 


Annual charges-___ , eed ’ $26, 700 
Annual benefits: Reduction of flood damage_________- ped $32, 000 
Benefit-cost ratio__-____ BN el ls wa ER da cali, 1. 20 


Remarks.—Recent ibis inbilaied this city three times, causing 
extensive damages. It appears economically feasible, and the com- 
mittee recommends its authorization on the basis of information 
presented, and the studies under way by the Corps of Engineers. 


LAKE CHAUTAUQUA AND CHADAKOIN RIVER, JAMESTOWN, N. Y. 
(S. Doc. 103, 84th Cong.) 


Location.—Lake Chautauqua is at the head of Chadakoin River in 
the Allegheny River Basin in southwestern New York. Jamestown is 
situated on Chadakoin River. 

Report authorized by.—Senate Committee on Commerce resolution, 
June 17, 1942. 

Existing project—Provides for improvement of channel of Chada- 
koin River at Jamestown, N. Y., between Boat Landing Bridge and 
Warner Dam, and seasonal reguls ation of Lake C hautauqua elevations 
by operation of Warner Dam. Construction has not been initiated. 

Plan of recommended improvement.—Provides for diversion of flood- 
waters to Lake Erie via divide cut and Little Chautauqua and Chau- 
tauqua Creeks; enlargement of Chadakoin River between Boat 
Landing Bridge and Warner Dam; and repair of Warner Dam. 
Project will reduce flood damages at Jamestown and permit mainte- 
nance of optimum lake levels. 
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Estimated cost. —~ 


Federal Non-Federal Total 





Project document (1953) - pheasant wh 13 $4, 331, 000 $823, 000 $5, 154, 000 
Current (January 1956). i 4, 796, 000 911, 000 5, 707, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; bear the expense of all necessary highway, utility, and sewer 
alterations, and necessary repairs to Warner Dam; hold and save the 
United States free from damages due to the construction works; main- 
tain and operate the works after completion; and establish and enforce 
regulations to prevent encroachment on the lake and streams involved. 

Project economics.— 








Project docu- Current 
ment 

Annual charges $233, 000 $258, 000 
Annual benefits: a r 
Reduction of flood damage (net) _- iim 275, 000 305, 000 
Reduction of damage due to low lake levels ‘ 23, 000 25, 000 
Total 298, 000 330, 000 
Benefit-cost ratio- _-- ae ; . = raat 1.28 whet 1,98 


WEST BRANCH MAHONING RIVER RESERVOIR, OHIO 
(In accordance with the report of the Chief of Engineers) 


Location.—Mahoning River rises near Alliance, Ohio, flows through 
the heavily populated and industrialized areas of Youngstown and 
Warren, Ohio, and joins the Shenango River at New Castle, Pa., to 
form the Beaver River. The Beaver flows into the Ohio River, 25 
miles below Pittsburgh. 

Report authorized by.—House Public Works Committee resolution, 
adopted March 10, 1955 

Existing project.—Provides for the Berlin and Mosquito Creek reser- 
voirs for flood-control and allied purposes. 

Pian of recommended improvement.—Dam and reservoir on the West 
Branch about 10 miles above the mouth for flood control and low flow 
regulation. 

Estimated cost.—$12,585,000. 

Local cooperation.—Local cooperation will be required on the basis 
of pollution control, industrial water supply and temperature control, 
and land enhancement benefits provided by the project. 

Project economics.— 


Annual Cheated... <6 oo «odo cies oocwewe en bixe ene ee $506, 000 
Annual benefits paicteact teh Silence teen $672, 000 
Benefit-cost ratio_ J cewek atiecekpedbadesveeeoee i 1.33 


Remarks.—The committee deere extensive testimony on this project. 
It notes the flood-control benefits of $424,100, and benefits from low- 
flow regulation of $247,900, and that local interests have agreed to 
contribute $6,242,000, or almost 50 percent of the cost of the project. 
The project has been officially approved by the State of Ohio. The 
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committee believes the project needed for the benefits to the entire 
valley, believes it economically feasible, and does not consider the 
project as a part of the proposed Ohio River-Lake Erie Canal. 


SANDY LICK CREEK AT BROOKVILLE, PA. 
(H. Doc. —, 85th Cong.) 


Location.—North Fork Creek and Sandy Lick Creek form Redbank 
Creek at Brookville, located in Jefferson County, Pa. 

Report authorized by.—Resolution of Committee on Public Works, 
House of Representatives, July 29, 1955. 

Existing project. —None. 

Plan of recommended improvement.—Provides for improvement of 
existing stream channels of North Fork, Sandy Lick, and Redbank 
Creeks to provide maximum practicable degree of protection against 
a flood magnitude of that of March 1936. The project includes 
channel excavation, a drop structure on the North Fork and treatment 
of the confluence of North Fork and Sandy Lick Creeks to form a 
smooth junction of flow and removal of a chain of piers and small 
islands in Redbank Creek. 

Estimated cost.—Project: 





SN 2 OO Seua ehh eine wie CE Weg odo aueiwaw eed $1, 000, 000 
ai cea ig ae Lia ial ans Sa Midis ni tS isl gs ei one wikis win mie 300, 000 
EINES Sic Ghioceek eta deceNsuabeuanewaeetuesemuwcuewew 1, 300, 000 


Local cooperation.—Local interests would be required to furnish 
lands, easements, and rights-of-way and hold and save the United 
States free from damage and make necessary utility changes; maintain 
and operate the project after completion. 

Project economics.— 


i ag ee ee Sa atin aan en ehh $50, 000 
eae eae ann vib ae oewnen ene $67, 000 
ee ee es cb nooke weaue bande 1. 34 


Remarks.—The channels of all three creeks at Brookville are inade- 
quate to carry the flood flows originating above the town. Severe 
flood damage occurs to industrial, commercial, and residential areas 
along the banks of the streams. The committee is of the opinion 
that early authorization of the improvements is extremely desirable. 


CHARTIERS CREEK AT WASHINGTON, PA., AND VICINITY 
(Division engineer’s report, October 23, 1956) 


Location.—Chartiers Creek drains about 277 square miles in south- 
western Pennsylvania and joins the Ohio River at McKees Rocks, 
immediately below Pittsburgh, Pa. The city of Washington and 
adjoining Canton Township are situated in the upper part of the 
drainage basin of Chartiers Creek. 

Report authorized by—House Committee on Public Works resolu- 
tion, July 15, 1957. 

Existing project—There is no existing Federal project for flood 
control at Washington, Pa., and vicinity. A local industry has con- 
structed a flood wall and dike around its plant and local interests 
have done limited channel clearance work. 
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Plan of recommended improvement.—About 1.4 miles of channel 
improvement by widening, deepening, and some _ realinement, 
implemented by a deflection-type dike to direct major flows into the 
improved channel; two new railroad bridges and one street bridge to 
replace existing bridges of inadequate span. 

Estimated cost.—Division engineer’s report (April 1956): 


PeGeiere eS. woe need ls Se et eS eee $1, 286, 000 
With POGCIMl 22... Sie eee Lkcl.wd 4 ald Se os ee 115, 000 
TORO s 4 « wndcnansemedas aedenteneh sng te ase 1, 601, 000 


1 For economic analysis, this amount includes $61,000 for channel clearance work recently accomplished 
by local interests. 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the works 
after ‘completion in accordance with regulations prescribed by the 
Secretary of the Army; bear the cost of highway bridge, street and 
utility changes required for the project; and prescribe and enforce 
regulations designed to prevent encroachments on the improved 
channel. 

Project economics.— 


Ansianl Ghetaee cb imo 6 dk waelawe wae Mansi wesnwenetlwewmemer 1 $60, 000 
Annual benefits: Reduction of flood damages. .._-____________--_+__- 72, 000 
CORN, PROS. a aca ean node untae nvaaeueGunxkaoet ee 1. 20 


1 Includes $2,400 for maintenance by local interests. 


Remarks.—From the information presented, the committee believes 
this project to be economically justified and recommends its 
authorization. 

GILA RIVER BASIN 


(Plans on file with Chief of Engineers) 


The plan of improvement for the Middle Gila River Basin provides 
for the control of floodwaters in Safford Valley and the salvage of 
such flood flows as are practicable, for utilization for irrigation pur- 
poses. The objectives of this plan would be accomplished by the 
following wor ks of i improvement by the Corps of Engineers: 

(a) A dam and reservoir for flood control at or near the 
Camelsback site above Safford Valley, 

(b) Channel improvements in Safford Valley to convey flood 
releases from Camelsback Dam to Coolidge Dam and to reduce 
the nonbeneficial use of water by phreatophytes in the channel 
area; 

together with the following works of improvement by the Bureau of 
Reclamation: 

(a) Construction of the Buttes Dam downstream from the 
existing Coolidge Dam, 

(b) A supply canal from Buttes Dam to the existing Ashhurst- 
Hayden Diversion Dam, and 

(c) Channelization of Gila River from its confluence with the 

San Pedro River downstream for approximately 15 miles. 

The total estimated cost of the improvements to be undertaken by 

the Bureau of Reclamation is $55 million and the total estimated cost 
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of the improvements to be undertaken by the Corps of Engineers is 
$34 million. 

The plan of improvement recommended by the committee would 
provide flood control and water-salvage benefits. Much of the dam- 
ages that would result in Safford Valley on the occurrence of future 
floods would be prevented. A reservoir at the Camelsback site would 
reduce the quantities of sediment carried into the San Carlos Reservoir 
and would thereby prolong the life of that reservoir. Water-salvage 
benefits would result to both Safford Valley and the San Carlos Irri- 
gation District interests as a result of the conservation of water by 
conveying the releases from the Camelsback Dam to Coolidge Dam 
and by the elimination of phreatophytes in the channel area. 


SACRAMENTO RIVER, CALIF., CHICO LANDING TO RED BLUFF 
(H.¥ Doc. 272, 84th Cong.) 


Location.—Sacramento River rises in the Trinity Mountains near 
the Oregon border and discharges into the Pacific Ocean through San 
Francisco Bay. Distance along the river from Chico Landing to Red 
Bluff is about 52 miles. Distance from Keswick Dam to Red Bluff is 
57 miles. 

Report authorized by.—Resolutions of Committee on Rivers and 
Harbors, House of Representatives, September 25, 1945; Committee 
on Public Works, United States Senate, June 1, 1948; and Flood 
Control Act, May 17, 1950. 

Existing project—Elements of the Sacramento River major and 
minor tributaries project, authorized by the Flood Control Act of 
1944, are located on certain tributaries in this reach of the river. 
The Sacramento River old project, authorized by the Flood Control 
Acts of 1917, 1928, and 1941, and the River and Harbor Act of 1937, 
provides for a system of levees, channel improvements, and bypass 
channels in the reach below Chico Landing. 

Plan of recommended improvement.—Extension of the existing Sacra- 
mento River flood-control project upstream to Keswick Dam _ for 
purposes of zoning the area between the dam and Chico Landing, 
and extension and modification of the flood-control project by the 
construction of bank protection and incidental channel improvements 
along Sacramento River between Chico Landing and Red Bluff. 

Estimated cost.— 


1 





| 
Federal Non-Federal | Total 
Project document (1953)... -- Plb circa babes csnewen | $1, 360, 000 | $31, 000 | $1, 391, 000 
Current (January 1956) - --- eee 1, 560, 000 | 36, 000 | 1, 596, 000 


| 


Local cooperation.—Furnish lands, easements, rights-of-way; hold 
and save the United States free from damages; and maintain the bank 
protection works in accordance with regulations prescribed by the 
Secretary of the Army. 
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Project economics.— 








Project Current 
document 

Annual charges... - - ile ale ala nae Manes Reatard ‘diiatsriandil tails $71, 000 $81, 500 
Annual benefits: bf: aa a 
Reduction in erosion damage-._-_.............-- lineata es 15, 000 10, 000 
Reduction in deposition damage-...- . ; ; srl 86, 400 90, 000 
Total... mite spaseh = a ovymams séaepengi pre 6 winiasas wa Wid Sear ee 101, 400 100, 000 
AO FUN ao or ecbtinnnce~winesdconsynbenwsainesnneae<amesadeneian 1. 43 1. 23 





SANDY PRAIRIE AREA, EEL RIVER, CALIF, 
(H. Doc. 80, 85th Cong.) 


Location.—The Eel River is tributary to the Pacific Ocean near 
Fontuna and drains an area of about 3,630 square miles in northwestern 
California. 

Report authorized by.—House Public Works Committee resolution, 
July 29, 1953. 

Existing project—Flood Control Act of 1936 authorized 2 miles 
of low levees near the mouth of Eel River to prevent a cutoff and about 
1 mile of retards in the lower 15 miles to prevent bank caving. No 
work has been done on this project. 

Plan of recommended improvement.—Provides for levee protection 
of the Sandy Prairie area near Fortuna, Calif., from a point near the 
railroad and highway crossing of Van Duzen River downstream on 
the right bank about 18,000 feet with suitable riprapped protection 
for about 5,700 feet of the river side of this levee. Protection is 
contemplated for a levee grade 3 feet above that of the 1955 flood. 
The proposal also includes provision of an internal-drainage structure. 

Estimated cost.—Current. 


Federal_ eae : ; : (2c cee $670, 000 
Non-Federal-__...__-_- 2 : inciwce wwe eee eee 238, 000 
5 Sees ; a wiw'a wine Sevecseirs 908, 000 


Local cooperation.—Local interests are required to furnish lands, 
easements, and rights-of-way and hold and save the United States 
free fom damage and make necessary utility changes; maintain and 
operate the project after completion; and contribute toward the 
construction of the project, 22.5 percent of the total cost of construc- 
tion presently estimated at $194,000. 


Project economics.—Current: 


Annual charges___ ee BS alts ga Mc ass oe lea torial ae $40, 800 
Annual benefits____ ns sik whoo tee ob ens aes oa es agg oat oo hae 
Senefit-cost ratio___ wiileWlckis LEG. SU A ee Se ae ee 1. 14 


Remarks.—The committee notes that, included in the total non- 
Federal cost of $238,000 is a cash contribution presently estimated 
at 22.5 percent of the construction vost or $194,000. However, the 
Chief of Engineers will make a further study of the local contribution 
and the committee desires that the cash contribution be based on the 
findings of the Chief of Engineers. 
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WEBER RIVER BASIN, UTAH 
(H. Doc. 158, 84th Cong.) 


Location.—Weber River rises in the Uinta Mountains in eastern 
Utah and flows northwesterly about 135 miles through the Wasatch 
Mountains to Great Salt Lake. 

Report authorized by.—Flood Control Act, June 28, 1938. 

Existing project.—No projects for flood control have tn authorized 
or constructed by the Corps of Engineers. A multiple-purpose 
project, currently under construction by the Bureau of Reclamation, 
involves several reservoirs to be operated in part for flood control. 

Plan of recommended improvement.—Provides for construction of 
approximately 5 miles of levee, bank protection where required, 
approximately 12 miles of clearing and snagging, channel improve- 
ment in the city of Ogden, and removal of 2 diversion dams in Ogden 
This work will supplement flood control obtainable from the multiple- 
purpose reservoirs of the Bureau of Reclamation’s Weber Basin 
project. 

Estimated cost.— 

















| 
a Federal Non-Federal Total 
——————- —_—— ee a — —-—- —_-- — 
| | 
Project document (January 1954) .____-- j . | $470, 000 | $105, 000 $575, 000 
SOIR CRORE BONO) iinioaik < deed adisaicnsdnccccmnn | 520, 000 pi 115, 000 635, 000 





Local cooperation —Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; make necessary road, bridge, and utility relocations; remove the 
Hooper and Plain City Dams from the Weber River when no longer 
needed; maintain the improved channel and preserve or restore and 
thereafter maintain all other channels downstream from the existing 
and authorized reservoirs to the capacities prevailing in 1952. 

Project economics.— 














| Project Current 
document 

SNR de ite il nsittemdawuisbimmis | $41, 000 | $46, 000 

Annual benefits: ” hs ht oa 
Reduction of flood damages__..-- Relranasirame 2 sient nao bimeaaee 58, 000 58, 000 
Increased land use_....-.-.-.---- bieiddsontonds 2, 000 2, 000 
i bit sttcncncdbinestbiine aerstowkisn 60, 000 60, 000 
I CREED ntimesanecassuencess 2 SE RY ee Seal EE: ERR eS | 1.45 1.30 


Remarks.—The committee was informed that floods from Weber 
and Ogden Rivers inundate 1,200 acres in Ogden, flood transcon- 
tinental railroads and highways, and large agricultural areas. Flood 
damages are extensive, and the committee believes that authorization 
of the project is fully warranted. 
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BUCHANAN RESERVOIR, CHOWCHILLA RIVER, CALIF. 
(H. Doc. 367, 81st Cong.) 


Location.—The Chowchilla River rises in the Sierra Nevadas near 
the southern end of Yosemite National Park and flows southeasterly 
about 70 miles to San Joaquin River. 

Report authorized by.—Flood Control Act, June 22, 1936, as amended 
»y Flood Control Act, June 28, 1938. 

Existing project—No existing Federal flood-control projects on 
Chowchilla River. Normal flows are used for irrigation without 
storage regulation. 

Plan of recommended improvement. Pr rovides for construc tion of a 
dam on Chowchilla River, about 20 miles upsteam from the city of 
Chowchilla, to create a reservoir with a gross storage capacity of 
70,000 acre-feet for flood control and irrigation. 

Estimated cost. 


| Federal | Non-Federal Total 


0| $7,247,000 
0 10, 900, 000 





Project document (May 1948) - $7, 247, 000 
Current (January 1956 : 10, 900, 000 


Local cooperation.—Local interests are to pay for conservation use 
of the reservoir. 
Project ECONOMICS. 


document 





| 
Project Api Current 
| 


| 

} 

} | 
Annual charges $323, 100 

| 

| 


_ $458, 000 

Annual henefits " maa 
Keduetion of damages 108, 000 324, 000 
Increased land use See : fa 15, 000 0 
Irrigation ‘ ; ee, 232, 000 | 409, 000 
Total , 355, 000 | 733, 000 
Benefit-cost ritio Shhbscant Uihdenhildelbeahitdbibeclll 107; 1.60 


| | 


Remarks.—-A substantial portion of the Federal cost of $10,900,000 
for construction of the reservoir will be repaid by local mterests for 
conservation use of the reservoir. The committee is aware that this 
recommended authorization is based on an old report (1948), but 
the data contained therein is believed sufficiently accurate to warrant 
authorization of recommended project on that basis. 


HIDDEN RESERVOIR, FRESNO RIVER, CALIF. 
(H, Doc. 367, 8ist Cong.) 


Location — Fresno River rises in the Sierra Nevadas near the 
southern end of Yosemite National Park and flows southwesterly 
about 90 miles to San Joaquin River. ; 

Report authorized by.— Flood Control Act, June 22, 1936, as amended 
by Flood Control Act. June 28. 1938. 
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Existing project—No existing Federal flood-control projects on 
Fresno River. Normal flows are used for irrigation without storage 
regulation. 

Plan of recommended improvement.—Provides for construction of an 
earthfill dam and auxiliary dikes on Fresno River about 16 miles 
upstream from the city of Madera to create a reservoir with a gross 
storage capacity of 90,000 acre-feet. 

Estimated cost. 


Federal Non-Federal! | Total 


ae | j ~ 
Project document (May 1948 | $8, 367,000 0 $8, 367, 000 
Current (January 1956) | 12, 500, 000 | 0 | 12, 500, 000 


Local cooperation..—Local interests are to pay for conservation use 
of the reservoir. 
Project economics. 


Project ; Current 
iocument 
Annual charzes $364, 700 $496, 000 
Annual benefits: 
Reduction of damages : 112.900 444, 000 
Increased land uss . 30, 000 0 
Irrigation._..._- 268, 000 | 476, 600 
Total ab ili as 410, 000 | 920, 000 
Benefit-cost ratio_- as i 1.85 


Remarks.—A substantial portion of the Federal cost of $12,500,000 
for construction of this project will be repaid by local interests for 
conservation use of the reservoir. The committee believes that the 
data contained in the report (1948) is sufficiently accurate to form 
the basis of the recommended authorization. 


BRUCES EDDY DAM AND RESERVOIR, IDAHO 
(S. Doe. 51, 84th Cong. 


Location.—On North Fork Clearwater River 1.9 miles above its 
confluence with Clearwater River which is 41 miles upstream from 
Lewiston, Idaho. 

Report authorized by.—Senate Public Works Committee resolution, 
October 5, 1951. 

Existing project.—_None specifically authorized in this location but 
proposed project would form a valuable addition to the main control 
plan for Columbia River. 

Plan of recommended improvement.—An earthen-core rockfill dam, 
570 feet in effective height creating a reservoir of 1,433,000 acre-feet 
of usable storage with a total power installation of 240,000 kilowatts. 
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Estimated cost.— 


| Federal Non-Federal Total 


Project document | $122, 985, 000 0 | $122, 935, 000 
ie oat ieda a «no nice cisndes Kaci obeniiente weleiene eee 122, 650, 000 0 122, 650, 000 








Local cooperation.—No capital investment required: Local interests 
must operate and maintain log-passing facilities. 
Project economics. — 





Project Current 
document 

| s—niictaaseatiaies caeeatiidlianaie 

Annual charges $5, 209, 000 __ 042, 000 
Annual benefits | : =. 1, Lan: 

Flood control | 1, 725, 600 1, 747, 000 
Navigation | 537, 000 537, 000 
Power | 8, 175, 000 8, 175, 000 
Recreation | 45, 000 36, 000 
Potal | 10,482,600 | 10, 495, 000 
Benefit-cost ratio | 2.01 tol 1.74 tol 

Remarks.—The committee heard extensive testimony on this project. 


It. is believed amply justified and is needed to suj ppleme nt other flood- 
control reservoirs in the Columbia River Basin. The authorization 
is intended by the committee as a complete Federal multiple-purpose 
project. Since some doubts were expressed as to its effects on fish 
and wildlife, the committee has inserted language to delay initiation 
of construction until current studies are complete, which is understood 
to be scheduled for submission in about 18 months. 


SAMMAMISH RIVER, WASH. 


(H. Doce. 157, 84th Cong.) 


Location.—Sammamish River has its origin in Sammamish Lake and 
flows northwesterly 15 miles to Lake Washington which discharges into 
Puget Sound through the Lake Washington ship canal. Sammamish 
Lake is located about 11 miles east of Seattle, Wash. 

Report authorized by.—House Flood Control Committee resolution, 
May 2, 1946. 

[risting proje ct.—None. 

Plan of recommended improvement.—P rovides for a major drainage 
improvement by enlarging the Sammamish River channel from 
Sammamish Lake to Lake Washington. Depths would be increased 
an average of 3 feet, and widths would be increased from an average 
of about 15 feet to a range of 20 to 40 feet. 

E’stimated cost. 


| 
Project document (1954) - $825, 000 | $404, 000 | $1, 229, 000 
Current (January 1956 | 825, 000 404, 000 | 1, 229, 000 


| 


i ; 
Federal | Non-Federal Total 
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Local cooperation.—Furnish lands, easements, and rights-of-way; 
assume maintenance of completed channel; make necessary alterations 
to highway, foot, and farm bridges; contribute at least 21 percent of 
first cost of items usually performed by Federal Government, esti- 
mated currently at $220,000. 

Project economics.— 


| 
Project | Current 
| document | 


Annual charges ; 3 $49, 800 $49, 800 


Annual benefits 


Reduction of flood damage | 51, 300 | 49, 400 

Increased net agricultural returns | §2, 200 | 49, 200 
i i 

Total | 103, 500 98, 600 


Benefit-cost ratio... inti ath | 2.08 | 1. 98 


Remarks.—The committee notes the high economic ratio of this 
project and the large amount of local cash contribution. Its author- 
ization is believed warranted. 


FAIRBANKS FLOOD-CONTROL PROJECT, ALASKA 


(H. Doe. 137, 84th Cong.) 


Location.—Fairbanks, in central Alaska, lies along both banks of 
the Chena River and is 3 miles from the Tanana River some 10 miles 
above the confluence of Chena River and Tanana River. Ladd Air 
Force Base is located adjacent to Fairbanks on the east. 

Report authorized by.—Section 11 of the Flood Control Act, July 24, 
1946, section 204 of the Flood Control Act of 1948, section 208 of the 
Flood Control Act of 1950, and the Flood Control Act approved 
July 24, 1946. 

Existing project.—Waters flowing into the Chena River from the 
Tanana River above Fairbanks were diverted back to the Tanana 
River by a dike about 3 miles long. Construction was completed in 
1945. Total expenditures were $557,000. 

Plan of recommended improvement.—Provides for earth fill dam, 
control works, a 200-foot bottom-width diversion channel 5.2 miles 
long, and a levee 12 miles long and approximately 8 feet high to divert 
flood flows from Chena River into the Tanana River above Fairbanks. 

Estimated cost. 


Federal Non-Federal Total 
Project document (1951) _. $7, 652, 000 $659, 000 $8, 311, 000 
Current (January 1956) - - 9, 727, 000 840, 000 10, 567, 000 


Local cooperation.—Contribute $30,000 annually toward the main- 
tenance and operation costs of the flood-control improvements, furnish 
all lands, easements, and rights-of-way at an estimated cost of $470,000, 
and make a cash contribution of 3.5 percent of the total cost of the 
project presently estimated to be $370,000. 
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Project economics.— 








Project | Current 
| document | 
£ aaron hme 1) ahi yw aetna «5 gone epee ay pee tie iter 
Annual charges: 
Federal. ; . sabapeairiel Arenal aaa aad ; $326, 000 $414, 500 
Non-Federal___. ae ai adie 3 ; 53, 800 60, 500 
Total_- = 379, 800 | 475, 000 
Annual benefits: Reduction and prevention of flood damages. - = 607, 600 772, 600 


| 
| 


Benefit-cost ratio-. . : P nacatan 1. 60 | 1. 63 


Remarks.—The committee is aware that Fairbanks is the only large 
city in central Alaska, and also the only developed area in the Tanana 
River Basin. Ladd Air Force Base is located adjacent to the city. 
Large areas of Fairbanks are frequently inundated by floods of 
Tanana River and Chena Slough. Authorization of the project is 
believed desirable. 


INCREASES IN MONETARY AUTHORIZATIONS FOR 
COMPREHENSIVE RIVER BASIN PLANS 


Congress, in the Flood Control Acts of 1936 and 1938, approved 
comprehensive plans for the development of many of the river basins 
throughout the Nation in the interest of flood control, navigation, 
hydroelectric power development, and other allied water uses. Al- 
though the approval extended to the entire plan in each case, the 
authorization of funds was limited to the anticipated appropriations 
for the next several years. In subsequent acts, Congress approved 
plans for additional river basins and also increased the monetary 
authorizations for those basins previously authorized to the extent 
needed to provide for appropriations. It has been customary to 
include increases in authorizations, where needed, in each of the 
omnibus bills. 

The committee requested the Chief of Engineers to analyze each 
comprehensive river basin plan that was subject to a monetary limita- 
tion with a view to determining which plans would require additional 
monetary authorization. In order to arrive at a figure it is necessary 
to consider the interval between this bill and the next omnibus bill, 
which has been assumed as 3 years. Making an allowance for the 
time required in the normal budgeting processes, this means that the 
total of the balance of authorization now available in each basin plus 
the additional authorization recommended should be sufficient to 
cover possible appropriations through the fiscal year 1960. 

The river basin plans requiring additional monetary authorizations 
and the amounts are as follows: 
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Comprehensive river basin plans 
[Estimates rounded to nearest million} 


{In millions of dollars] 


Available | Appropria-| Estimated Additional 








| 
Estimated | monetary tions additional | authorization 
River basin | cost | authoriza- | through | appropria- |recommended 
| | tion fiscal year | tions, fiscal |by committee 
1957 years 1958-60 
et a a Ne i Ee 
Connecticut____- 184 73 | 43 | 43 | 13 
Hartwell Reservoir, Savannah River- -| 94.3 50 | 14 80.3 | 44.3 
Central and southern Florida ‘ 120 43 38 45 | 40 
White_ : ee 333 169 150 | 76 | 57 
Upper ee Sata -} 354 44 37 | 28 21 
Missouri... _- LE pies si4 1, 816 | 839 713 | 317 200 
Sacramento.......__- 5 | 127 19 3 33 | 17 
San Joaquin 79 | 16 | 11 | 18 | 13 
Kaweah and Tule______- Tt aeeicll 33 | 5 |} 4 29 | 28 
Los Angeles...._...._. oe : 380 | 210 | 193 61 44 
Santa Ana__.______- ick : 54 | 36 | 30 9 3 
i ince eel 1, 663 463 392 | 183 | 112 
Total additional authorization | | 
recommended by committee__.|_.........._|..__-- - é ; j 592.3 


SECTION 204 


This section would authorize Federal particpation, to the extent of 
flood-control benefits only, in the proposed multiple-purpose Oroville 
Dam and Reservoir to be constructed on the Feather River by the 
State of California. This kind of participation does not set a prece- 
dent since similar authorizations have been granted before, notably 
in connection with Cherry Valley Reservoir in California and Mark- 
ham Ferry in Oklahoma. The committee has been careful to include 
in the authorizing language safeguards which will protect the interest 
of the United States. These principal safeguards are: 

(a) The actual amount of Federal contribution shall be determined 
by the Secretary of the Army in cooperation with the State of Cali- 
fornia and shall be subject to a finding by the Secretary of the Army 
of economic justification for the flood-control allocation. 

(6) Prior to the Federal contribution an agreement must be reached 
between the Federal Government and the State, assuring that the 
reservoir will be operated so as to produce the flood-control benefits 
upon which the allocation is predicated. 

(c) Operation of the dam for flood control shall be in accordance 
with rules prescribed by the Secretary of the Army in ace ad ance with 
existing law, which is similar to other dams not under the jurisdiction 
of the C orps of Engineers but having flood-control benefits for which 
operating rules are prescribed. 

(d) The rate of contribution on an annual basis during the construc- 
tion period shall not exceed an amount which reflects the relative value 
of the flood-control portion in comparison to the total cost. 

(e) The authority is limited to 4 vears, and if construction is not 
undertaken within that period, the authority shall cease. 

The committee has amended the bill to provide that the finding 
by the Secretary of the Army of economic justification for the flood- 
control allocation shall also be approved by the President. The 
Bureau of the Budget furnished the committee the estimate of cost 
of $50 million for the flood-control allocation. The inclusion of flood 
control in the project is believed necessary, and the committee is 
cognizant of the partnership arrangements with the State. 
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SEcTION 205 


Water supply is of vital importance to the maintenance of our 
economy and to the development of our country. Drought periods 
in various sections of the country have made it apparent that the 
water supplies of the Nation for domestic, industrial, and agricultural 
use are limited. A careful look to the future reveals the fact that 
water must be conserved on a major scale and managed wisely to 
meet needs of future generations. In past years, shortage of water 
supply was generally thought to be limited to the arid West, but the 
water situation is now very acute in the Southwest, and is becoming 
critical in the normally humid East. 

In the next 25 years the situation is certain to become much more 
serious as our population increases; as agricultural uses for water 
create a greater demand; and as the requirements of an expanding 
industry continue to skyrocket. New technological demands, such 
as vast quantities of water required for atomic-energy plants as atomic 
power expands, as air-conditioning installations multiply, indicate a 
heavy increase in water demands. These problems far exceed those 
of providing relatively small resources for municipal water supply. 

The committee believes that the plans for all projects should pro- 
vide for development of water supplies for all purposes, and that 
States and local interests should pay the costs allocated to water 
supply. 

This section declares the policy of Congress to recognize the responsi- 
bility of local entities in developing water supplies, and that the Fed- 
eral Government should participate and cooperate in such develop- 
ment. The committee has amended the section to make it applic sable 
to both Corps of Engineer and Bureau of Reclamation reservoirs. 

Subsection (a) would permit the Federal agencies to incorporate 
storage in reservoirs for low-flow augmentation under certain condi- 
tions and with certain restrictions. This is a much needed provision 
to permit the optimum development of the Nation’s water resources 
and will correct the present situation which sometimes results in the 
construction of reservoirs which do not take full advantage of the 
potentiality of the stream flow. Release of the provided storage to 
increase low flows downstream would not require reimbursement 
when the benefits are widespread and general. 

Subsection (b) provides for inclusion of planned storage in Federal 
reservoirs projects, existing, surveyed, or to be constructed, for pres- 
ent or anticipated future demand for municipal or industrial water 
supply, and provides for equitable reimbursement to the United States 
when a contract is made for the use of the water. The entire amount 
allocated to water supply is to be repaid within the economic life of 
the project, not to exceed 50 years, at established interest rates. The 
committee feels that the provisions of this section should be applic- 
able to projects previously authorized to include storage for water- 
supply purposes, where such authorization provides for lump-sum 
payments in advance of the availability of the water for such use. 

The committee has proposed an amendment to this section making 
it clear that the provisions of section 205 do not conflict with the 
Millikin-O’Mahoney amendment to the Flood Control Act of 1944. 
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The comments of the Bureau of the Budget on this section are con- 
tained in the following letter: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BunGET, 
Washington, D. C., February 25, 1957. 
Hon. DENNiIs CHAVEZ, 
Chairman, Committee on Public Works, United States Senate, 
412 Senate Office Building, Washington, D. C. 


My Dear Mr. CuHarrRMAN: During the course of testimony before your com- 
mittee on 8. 497, an omnibus river and harbor and flood-control bill, the Bureau 
of the Budget was invited to submit written recommendations on section 205 and 
section 206 of that bill. 

These sections would authorize the inclusion of storage in reservoirs for low- 
flow regulation and for water supply. Under the terms of these provisions the 
beneficiaries of storage for water supply or low-flow regulation would be required 
to repay the costs allocated to such storage, with interest, within a period of 50 
years from the time that the project is first available for storage of water for any 
purpose, except that for low-flow regulation storage the costs would be non- 
reimbursable if the benefits are “‘widespread, general, and nonexclusive.” 

The Bureau of the Budget has recognized the need for general authority to 

include water supply storage in reservoirs and has supported legislation to accom- 
plish this purpose in the past. A draft bill was recommended to your committee 
last year by the Department of the Army as a substitute for S. 2374 and was 
subsequently introduced as 8. 4206. The language of this legislation was also 
included in H. R. 12080 as passed by the Senate last year. 
We believe that the standards with regard to deferred water supply storage 
capacity and the imminence of its use as well as other provisions which were 
included in that legislation are desirable additions to the authority which would 
be granted by section 206 of S. 497. We would recommend, therefore, that the 
language of section 206 of the Senate-passed version of H. R. 12080 be substituted 
for section 206 of 8. 497. 

With regard to section 205, we believe that in line with the Water Pollution 
Control Act, pollution abatement should be regarded as primarily a responsibility 
of States and local interests. We also believe that storage for low-flow regula- 
tions should be reimbursable under the same terms as storage for water supply. 
We, therefore, recommend that section 205 be amended to make clear that low-flow 
regulation for sewage dilution shall not be used as a substitute for treatment 
works required under standards established by States under the Water Pollution 
Control Act and to provide that the costs of storage for low-flow regulation for 
pollution abatement or water supply be reimbursable under the provisions of 
section 206. 

We appreciate this opportunity to present our recommendations to your com- 
mittee on these two sections. 

Sincerely yours, 
Ropert E. Merriam, 
Assistani Director. 
SECTION 206 


This section provides the Secretary of the Army with authority to 
make adjustments, through reconveyance to former owners of lands 
or interests therein, whic h the current deve lopment status of the proj- 
ect indicates may be feasible, in the Garza-Little Elm and Grapevine 
Reservoir projects in Texas. Land would be reconveyed at the price 
for which acquired by the United States, adjusted to reflect increases 
in value resulting from improvements made by the United States, 
and decreases in value from reservations, restrictions, conditions 
attached to such reconveyance, or damage suffered. The committee 
favors these adjustments where the land is not needed in a manner 
fair and reasonable to the former owners of the lands. 
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SEcTION 207 


This section provides for survey investigations for flood-control and 
allied purposes at various loc alities. An explanation of a change in 
procedures is given in section 105. 


SECTION 208 


This increase in basin authorization is to provide for the continua- 
tion of work under the comprehensive Missouri River Basin plan with 
the jurisdiction of the Bureau of Reclamation of the Department of 
the Interior. Since the authorization of the Missouri River Basin 
plan in the Flood Control Act of 1944, it has been customary to include 
increased monetary authorizations for the Corps of Engineers. Testi- 
mony on this matter was heard from representatives of the Depart- 
ment of the Interior which fully justified the need for increased authori- 
zation so that appropriations for the work already approved by 
Congress can continue to be made. 

Prior authorizations are as follows: 
ated First AG Ot Lee dc Kona bc se te ed le dc eesti $200, 000, 000 


Flood Control Act of 1946__.____________.-- ye Sa aie 150, 000, 000 
Flood Control Act of 1950___- sa he : 200, 000, 000 





aethei. Jac~'2 jaeeusd. deb hiet asaeiiti.o02. 3p 550, 000, 000 


Appropriations hisdogh ’ the current fiscal year have totaled 
$485,817,500, leaving a balance of about $64 million monetary authori- 
zation. The budget for fiscal year 1958 includes $40,346,000. The 
estimated fund requirements for appropriations for fiscal years 1958-60 
total $212,346 ,000. 

The total estimated cost of the long-range ultimate program of the 
Bureau of Reclamation in the Missouri River Basin is $2,945,579 ,000. 

The committee believes that an increase in monetary authorization 
of $200 million is adequate at this time. 


SECTION 209 
This is the same language as contained in section 105, except that 
it applies to reports on flood-control and allied purposes instead of 


navigation reports. 
SECTION 210 


This section is for citation and reference purposes. 








INDIVIDUAL VIEWS OF SENATOR RICHARD L., 
NEUBERGER 


Once again I find it necessary to dissent from the omnibus bill 
because of the inclusion of the Bruces Eddy project on the North 
Fork of the Clearwater River in Idaho. Except for this one project 
within the Columbia River system, I feel that the committee has done 
a thoroughly competent job under the able leadership of the dis- 
tinguished chairman of our Rivers and Harbors Subcommittee, the 
senior Senator from Oklahoma, and the distinguished chairman of the 
full committee, the senior Senator from New Mexico. 

This is a good bill. It will result in developments of inestimable 
benefit to the American people. The projects authorized by it will 
check disastrous floods, generate needed electric power, improve both 
river and deep-sea navigation, and add to the wealth and prosperity 
of the Nation. All members of the committee can take satisfaction 
from these achievements. 

But in the case of the Bruces Eddy project, I must offer strong 
objections. These are based on the following facts: 

Studies of the effects of this high dam on the vast fish and 
wildlife resources of the North Fork of the Clearwater are yet 
incomplete. Thousands of dollars of State and Federal money 
have been invested in these investigations, only to have this 
committee move ahead with approval for authorization before 
the final results are available. 

All of the leading conservation organizations in Idaho, the 
Northwest, and throughout the Nation have repeatedly urged 
that authorization of Bruces Eddy be postponed until final studies 
are made available to the Congress. They have been backed in 
their request by P. W. Schneider, director of the Oregon State 
Game Commission; M. T. Hoy, Oregon State fisheries director; 
John A. Biggs, director, Washington State Game Department; 
and Ross Leonard, director of the Idaho Department of Fish and 
Game. Telegrams of protest from these people and dozens of 
others are in the files of our committee. 

The United States Fish and Wildlife Service is now conducting big- 
game studies on the North Fork of the Clearwater. Results will be 
available by July. Current weather reports from the Clearwater 
country indicate that this is the hardest winter since 1948-49 for snow 
and since 1949-50 for temperature. This is important since severe 
weather conditions are needed to get an accurate appraisal of elk and 
deer concentrations in the wintering area which would be affected by 
Bruces Eddy Dam. The mild weather of last winter was unfavorable 
for game studies because animals were scattered and conditions were 
far from typical of those of critical seasons, like that of 1948-49, 
when the deer and elk die-offs were extremely heavy. 

Fishery studies of the Idaho Department of Fish and Game have 
shown that severe losses would be suffered by the native trout and 
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steelhead fisheries of the Clearwater if Bruces Eddy Dam is built. 
Fish and Wildlife Service studies on the North Fork fisheries are in- 
complete, although the stream is known to have a tremendous poten- 
tial for production of salmon and steelhead. No authorization should 
be made in the absence of complete information from these Fish and 
Wildlife Service investigations. 

In my opinion, this proposed project will do far more harm than 
good, if ever built. 

Its gains in power and flood control will be at the expense of a 
priceless asset belonging to all the American people—one of the last 
great timbered upls and wildernesses remaining in our land. Lost will 
be irre placeable values in fisheries, wildlife, scenery, and recreational 
areas. 

This region is not known to me merely through vicarious experiences. 
I know it intimately and well. My wife and I have camped in it, 
hiked in it, and ridden through it. I spent many weeks there gathering 
background material for my writings on the Lewis and Clark expedi- 
tion, for this is indeed the final surviving solitude along the trail of 
those first of all westbound Americans. I cite this personal familiarity 
simply to forestall the inevitable argument that I am expressing the 
views and advice of others, rather than relying upon my own 
knowledge. 

I should also note, however, that dozens of communications have 
been received by both me and the committee from people within the 
Clearwater drainage who are vigorously opposed to this untimely 
authorization of Bruces Eddy. 

The basic facts involved in the Bruces Eddy controversy have not 
changed since the project was included in a bill passed by the 84th 
Congress but vetoed by the President. My individual views in the 
committee report on that bill covered the subject adequately and still 
apply. Ihave brought this information up to date for inclusion in the 
present report. 


WHY SACRIFICE STEELHEAD AND ELK OF THE CLEARWATER? 


The proposal for Bruces Eddy Dam on the North Fork of the Clear- 
water River is a grave threat to fish, wildlife, and wilderness resources. 

From its hundreds of miles of dashing mountain streams to its 
snowcapped alpine peaks, every acre of the Clearwater’s back country 
is an outdoors man’s paradise. Thousands of elk, mule and white- 
tailed deer, herds of mountain goats and remnant bands of bighorn 
sheep, black bear, coyote, cougar and many other animals of the 
Northern Rocky Mountains are still to be found living here under 
natural conditions. Nowhere in the United States can one find a 
richer combination of vast primitive areas and abounding wildlife. 
Thousands of people who have visited here recognize this as one of 
our country’s last frontiers where wilderness living can be enjoyed at 
its very best. 

There is little wonder that the late Bernard DeVoto, renowned 
conservationist and writer who traveled so extensively over our public 
lands of the West, considered this his favorite mountain “stamping 
grounds.” His love for the Clearwater country is shared by people 
throughout the Nation. 
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Bruces Eddy would flood out 49 miles of the North Fork of the 
Clearwater River, in the very heart of this area. Proposed as a flood 
control and hydroelectric facility, the fluctuating water levels and 
silt-covered shorelines of its reservoir would destroy forever the great 
beauty of one of the most scenic mountain canyons and mangificient 
trout streams of the West. 

The Idaho Department of Fish and Game has stated: 

The program of dam construction, as proposed by the Corps of Engineers for 
the Clearwater River drainage, would most certainly block and annihilate all 
runs of salmon and steelhead above the point of construction. In fact, it might 
well be that the salmon and steelhead will be almost completely annihilated from 
the entire Clearwater River drainage since there is only a very small portion of 
the river below the proposed dam sites that is suitable for spawning purposes. 

These remarks were made in reference to Bruces Eddy and its 
companion project which is proposed for the Middle Fork of the 
Clearwater River at the Penny Cliffs site. The official reports remove 
all doubt as to the fate of the fisheries with the proposed river develop- 
ment by continuing: 

If dams are constructed on the forks of the Clearwater River, it ean be antici- 
pated that the resultant impoundments will be of little value as fish-producing 
waters. In fact, from experience with similar impoundments in Idaho, it can 
be anticipated that the reservoirs will produce less fishing than that portion of 
the inundated river presently provides. 

In 1955, over 42,000 trout were taken by anglers on the North 
Fork of the Clearwater. Of these, 60 percent were spawned by steel- 
head, which would be completely destroyed by the 570-foot Bruces 

Eddy Dam because there is no practical method for passing sea-run 
fish over an obstruction if this vast height. 

The total commercial harvest of steelhead trout and chinook salmon 
of the Columbia represents more than $17 million worth of business 
annually. The Clearwater’s steelhead fishery is a contributor to this 
commercial catch. It also contributes heavily to sport fisheries. 

On the lower Rogue River in Oregon, anglers spend $1,300,000 
fishing for salmon in a single year—$102 for every fish caught. Since 
improvement of fish passageways at oe the runs of steelhead 
into the Clearwater hzve increased each year in size. In the period 
from July 1, 1954—June 30, 1955, 14,175 of ‘the ‘se sea-run trout were 
passed over the low downstream dam near Lewiston, an increase 
from 3,693 fish in 1950. 


GAME AS WELL AS FISH THREATENED 


The big game herds of the Clearwater country are world famous: 
Its elk, numbering over 25,000, make up what is probably the largest 
herd in the world. People come from every State to see and hunt 
these animals, and the herd provides 10 percent of the total hunter 
take within the United States. In 1954, more than 4,700 elk were 
taken by over 15,000 hunters. 

The herd of elk on the Clearwater can possibly be sustained under 
careful management, but only if the present critical winter ranges are 
not further restricted. If dams are built, thousands of acres of low 
valley ranges, where the animals now concentrate during the hard 
winters, may be flooded out. Natural migration routes may be 
seriously obstructed, or made i into death traps for animals that venture 
out on the treacherous winter ice which wili cover the reservoirs. 
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Results of the current Fish and Wildlife Service study of big game 
distribution on the North Fork of the Clearwater should be in hand 
before final consideration is given to the authorization of Bruces Eddy. 

A memorandum which has been made a part of the record on this 
matter, shows United States Forest Service and the Idaho Department 
of Fish and Game estimates of big game populations within the 
Clearwater Basin. ‘This report, based on the best information avail- 
able, indicates that a large part of the deer and elk of the North Fork 
drainage spend the winter within or on ranges contiguous to the area 
which would be inundated by Bruces Eddy Dam. In the severe 
winter of 1948-49, thousands of the Clearwater elk and deer died 
from starvation. Some roads were so littered with carcasses that 
they had to be hauled off in trucks for disposal. Now it is proposed 
that a large part of the vital winter ranges of the North Fork be 
completely destroyed without giving the Federal wildlife agency time 
to complete its studies to determine the effects of the dam on the 
big-game herds. As indicated previously, big game counts on these 
low-valley winter ranges must be made during seasons of heavy snow 
and severe conditions. <A true picture of distribution of the animals 
cannot be obtained during mild winters of the kind we have experienced 
in the past few vears. 

Opposition to proposals for the Bruces Eddy Dam has been registered 
by all of the national and regional conservation organizations. At the 
State level, the Idaho Wildlife Federation, representing both the 
organizations within the Clearwater drainage and those from other 
sections of the State, has offered strong protests to both the private 
company and the Corps of Engineers’ plans for building these high 
dams on the Clearwater. Other groups which have expressed their 
opposition to Bruces Eddy Dam include the Idaho Outdoor Associ- 
ation, the Oregon Wild Life Federation, the Oregon Division of the 
Izaak Walton League of America, the Izaak Walton League of America, 
Inc., the National Wildlife Federation, the Wilderness Society, the 
Wildlife Management Institute, the National Parks Association, the 
Sierra Club, the National Hikers and Campers Association, the 
National Audobon Society, Citizens Committee on Natural Resources, 
Federation of Western Outdoor Clubs, Sport Fishing Institute, and 
the Outdoor Writers Association of America. Each of these groups 
has urged postponement of authorization of this project until wildlife 
studies are completed. 

The Idaho Department of Fish and Game, the United States Fish 
and Wildlife Service, the Idaho Cooperative Wildlife Research Unit, 
the Oregon State Game and Fish Commissions have stated that the 
Bruces Eddy Dam may have serious effects on wildlife. Several of 
these agencies have urged in their communications to this committee 
that the biological investigations, now underway, be completed before 
the authorization of this project is considered. Such studies would 
serve to demonstrate the effects of these dams on fish and game and 
the millions of dollars of income that accrue from recreational uses of 
this wilderness. Once destroyed, these values cannot be replaced. 
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CONFLICT OVER CLEARWATER IS NOT A NEW CONTROVERSY 


The Clearwater dams are not new to the Congress. <A bill introduced 
in May 1954 to authorize both Bruces Eddy and Penny Cliffs Dams 
at a cost of $309 million died in the House Public Works Committee. 
During this session of Congress, conservation groups of Idaho, the 
Pacific Northwest and from over the Nation have fought against 
proposals for inclusion of Bruces Eddy in the omnibus bill, S. 497. 
Similar protests were voiced to the Federal budget requests for 
appropriations to start construction of this unauthorized project. 
In 1954, the Federal Power Commission received protests from over 
490 individuals and organizations who opposed the granting of a 
preliminary permit for this project to the Pacific Northwest Power Co. 

Conservationists have pointed to alternate dam sites on the Snake 
River, above its confluence with the Salmon, as the logical place for 
development of the storage and power facilities which are needed on 
the Middle Snake River. High Hells Canyon Dam is the best of these. 
Recent debate on this project leaves little doubt in anyone’s mind 
that opponents of the high dam are counting on Bruces Eddy and 
Penny Cliffs to make up for the 2,880,000 acre-feet of storage, which 
cannot be provided by the Idaho Power Co.’s substitute proposal for 
three low dams. By doing this, they are writing off one of our Nation’s 
richest wildlife and recreational areas. This sacrifice will be made in 
deference to the selfish interests of the private power company. 
The administration’s current partnership plan for development of 
Bruces Eddy would serve these interests very profitably and neatly. 

Ricwarp L. NeEuBERGER, 
United States Senator, Oregon. 
Marcu 25. 1957. 
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TAX RATE EXTENSION ACT OF 1957 





Marca 25. 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 4090} 


The Committee on Finance, to whom was referred the bill (H. R. 
4090) to provide a 1-year extension of the existing corporate normal- 
tax rate and of certain existing excise-tax rates, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 


I. GENERAL STATEMENT 


H. R. 4090, as reported by your committee, provides for an extension 
of the present corporate income tax rate and the existing rates of 
certain excises for 15 months, or until July 1, 1958. The rates of 
these taxes otherwise are scheduled for reduction on April 1, 1957. 

The present 52 percent corporate income tax rate, without the 
extension provided in the bill, would revert to 47 percent as of the 
Ist of this April through a reduction in the normal tax rate from 30 
percent to 25 percent. The excise tax rates, which without this bill 
also would be decreased this April, are those on alcoholic beverages, 
cigarettes, automobiles, and automobile parts and accessories. This 
bill does not affect excise tax rates which previously were scheduled for 
reduction this April, but as a result of the Highway Revenue Act of 
1956 were extended (along with certain increases) until July 1, 1972. 
Tax rates previously in extension acts which were extended by the 
Highway Revenue Act of 1956 are those on gasoline, trucks and buses, 
and diesel and special motor fuels. 

Your conmimittee has agreed to the extension oj the present corporate 
and excise tax rates because of their effect on the Federal budget tn 
the fiscal year 1958. If these rates were not extended it is estimated 
that there would be a deficit in the fiseal year of about $500 1oilion. 
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The President in his budget message after indicating that tax rates 
are still too high and that we should look forward to further tax 
reductions as soon as a sound budget policy permits went on to state: 


* * * However, the reduction of tax rates must give way 
under present circumstances to the cost of meeting our urgent 
national responsibilities. 

For the present, therefore, I ask for continuation for 
another year of the existing excise tax rates on tobacco, 
liquor, and automobiles, which, under present law, would 
be reduced next April 1. I must also recommend that the 

resent corporate tax rates be continued for another year. 

t would be neither fair nor appropriate to allow excise and 
corporate tax reductions to be made at a time when a general 
tax reduction cannot be undertaken. 


Your committee has amended the bill by extending the present 
rates for 15 months rather than for 12 months as provided in the 
House bill. This was done so that the new termination date for these 
corporate and excise rates would coincide with the close of the Govern- 
ment’s fiscal year, and thus would parallel the appropriation acts, 
The Congress will be in a better position to review these tax rates 
concurrently with the appropriation bills next year. 


II. REVENUE EFFECT 


The revenue effects of your committee’s bill for the fiscal years 1957 
and 1958 are shown in table 1. Only the extension of the excise taxes 
is expected to have any effect on budget receipts in the fiscal year 1957, 
Under existing law the excise tax reductions would be effective for 
April, May, and June in the fiscal year 1957, and the collections for 
the fiscal year 1957 would reflect most of the reductions for these 
months. 

The reduction in corporate taxes under existing law would not be 
reflected in receipts in fiscal year 1957 because of the lag in corporate 
tax collections. About half of the revenue effect from extending the 
present corporate income tax beyond April 1, 1957, will be reflected in 
the fiscal year 1958, and the remaining effect will carry over into the 
fiscal vear 1959. 

If the various excise-tax rates provided for in this bill were not 
extended, refunds of approximately $180 million would have to be 
paid to dealers with respect to their floor stocks, or inventories of 
taxed articles, on which the rates would be reduced. These refunds 
would have been paid in fiscal year 1958 if these excise tax rates were 
not extended; with the 15 months extension provided in this bill, 
expenditures for these floor-stock refunds will be postponed until the 
fiscal year 1959. 
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TasLE 1.—Estimated revenue gain from extension of existing corporate and excise tax 
rates 


{Extension from Apr. 1, 1957, to July 1, 1958] 





Estimated revenue gain 
(in millions of dollars) 
Change in rate which would occur 
without bill 





Fiscal year | Fiscal year 
1957 1958 


—_——_——— 


Corporation income tax...............--.-.- 52 to 47 percent normal tax (re- |-........... 1,440 
duced from 30 to 25 percent). 


SSS 
Excises: 
Alcohol taxes: 
ee ee $10.50 to $9 per gallon............- 40 142 
ete odtictiatocadréerccsecetaen. 90 to $6 per Darrel. .........-..600- 21 85 
WW CDs on ab Addateldc chdeceakeeebinch PI COG irs cnttebatiinticneoicc 3 10 
Total, alcoholic beverages.........]_ cestbisdndiclianinitatindeidel O4 237 
Tobacco taxes: Cigarettes (small)....... $4 to $3. 50 per ‘1, 000 a are 50 200 
Manufacturers’ excise taxes: 
Passenger cars. ; Tee CC ee 61 405 
Auto parts and accessories..----.--- BEB Pee ekddetntecannneieeien 7 58 
OR PERTAIN GI a iis linccsttincsiantctta eae tbecininittian wuimmiredaniniiiinie 58 463 
SEE le co nae oninw oc nk nhad Rinwiaabameuciawh tedden Aan 172 900 
Total, corporate inscniends Canc th tates d dos cd <n daa eaaadin 172 3, 340 
excises 








Note.—Floor-stock refunds of about $180 million will be postponed from the fiscal year 1958 to the fiscal 
year 1959 by the extension of existing excise tax rates. 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation, 


The extension of the present corporate rate for the full 15 months 
will yield $2.6 billion of additional revenue, and the extension of the 
excise tax rates for 15 months will yield $1.1 billion, giving a total 
yield of $3.7 billion. About two-thirds of this revenue gain will be 
reflected in the budget receipts of the fiscal year 1958, while some will 
carry over into fiscal 1959. 


Ill, AMENDMENTS REJECTED BY THE COMMITTEE 


Your committee is desirous of providing relief for small business 
but the amendments changing the corporate rates offered in thecom- 
mittee do not provide the desired result. Most small businesses are 
unincorporated, being partnerships or sole proprietorships. Only 
10 to 15 percent of the total number of operating businesses are cor- 
porations. Your committee sees no justification for tax reduction 
which would benefit only this small corporate segment and thus 
discriminate against the many small business firms which are not 
incorporated. The committee has instructed its staff to repeat its 
suggestions for small business relief. 

Our purpose here is to extend the corporate tax and the excise 
taxes, which expire on April 1, 1957, so as to prevent a deficit for the 
fiscal year 1958. If these taxes are not extended, there will be a 
deficit for the year 1958 in the amount of $500 million on the basis of 
the present budget. 

There were two amendments offered in the committee to change 
the rates of the corporate tax. One was offered by the Senator from 
Arkansas, Mr. Fulbright, and the other by the Senator from Alabama, 
Mr. Sparkman, Three full days of hearings were held to consider the 
amendments. 








4 TAX RATE EXTENSION ACT OF 1957 


Senator Fulbright’s amendment retains the present method of 
levying corporate normal and surtax but substitutes for the present 
30 percent normal tax rate a normal rate of 22 percent and for the 
present surtax rate of 22 percent a surtax rate of 31 percent. The 
top normal and surtax rate under this amendment is thereby increased 
to 53 percent as compared to the 52 percent rate under existing law. 
This amendment, while reducing the tax on some corporations, will 
actually increase the tax on others. 

Senator Sparkman’s amendment provides a graduated tax rate 
on corporations ranging from 5 percent on taxable incomes not over 
$5,000 to 55 percent on incomes above $100,000. This amendment 
would undoubtedly cause many of the larger corporations to break 
up into small units in order to get the benefit of the lower bracket 
rates. If this were not done, an additional tax burden would be 
imposed on the small stockholders of large corporations. Aside from 
this fact, a graduated corporate tax will discourage the growth of 
small corporations. It will hurt many corporations desiring to 
expand and become larger. 

The possible revenue effect of the proposed graduated rate amend- 
ment cannot be ignored. A revenue estimate was presented which 
seemed to indicate that the proposal would involve no loss in revenue 
to the Government. This estimate, however, was based on the 
assumption that there would be no change in the present corporate 
structure; that is, that there would be no change in the distribution 
of corporations by income classes. Your committee believes that 
this assumption is highly unrealistic. The proposed graduated cor- 
porate tax schedule, with an initial rate of 5 percent, would certainly 
offer an incentive for large corporations to split up and the result 
would be a serious loss in revenue. 

It is argued that since there is a provision in the tax law which 
grants certain unincorporated enterprises the privilege of being taxed 
as corporations, any relief granted small corporations would also 
benefit unincorporated businesses as well. This provision was en- 
acted in 1954 (sec. 1361 of the Internal Revenue Code of 1954) and 
the regulations on the section have not been issued. There are many 
problems involved, and corporate accounting may be required. If a 
partnership or sole proprietorship once elects to be taxed as a corpora- 
tion, the election is irrevocable and the small firm would hesitate to 
make this irrevocable election, particularly when there is such un- 
certainty as to the provision. Your committee does not believe that 
section 1361 of the Internal Revenue Code, in its present form, offers 
any assurance that unincorporated businesses would gain the same 
benefits as corporations under the proposed changes in the corporate 
tax rates. It would seem unwise to force an unincorporated business 
to change its manner of doing business in an unincorporated form to 
gain the tax relief which these amendments would accord only to 
corporations. 

Other amendments, in addition to the two relating to the corporate 
tax rates, were offered. Your committee feels that the additional 
amendments require further study. Immediate action on this bill 
is required since otherwise the excise tax rates involved would be re- 
duced on April 1, 1957. The staff was instructed to give further 
study to these amendments and report to the Finance Committee. 
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IV. SUMMARY OF BILL 


The first section of the bill indicates that this act is to be cited as the 
“Tax Rate Extension Act of 1957.” 

Section 2 of the bill extends for 15 months the present 52 percent 
corporate income tax rate which otherwise is due to revert to 47 per- 
cent as of April 1, 1957. The 5 percentage point reduction will occur 
in the 30 percent ‘normal tax to which all corporate taxable income is 
subject. The 22 percent surtax, which applies only to income above 
$25,000, remains unchanged. 

The rate extension provided by section 2 in the case of the corporate 
income tax makes the 52 percent rate applicable to taxable years 
beginning before July 1, 1958, and a 47 percent rate applicable with 
respect to taxable years beginning on or after this date. A proration 
formula, already in section 21 of the Internal Revenue Code, provides 
for corporations whose taxable years overlap July 1, 1958. 

Section 2 extends the present corporate income tax rate not only for 
ordinary corporations but also for mutual insurance companies and 
interinsurers. 

Section 3 of the bill extends for 15 months the present excise tax 
rates due to be automatically reduced as of April 1, 1957. These 
include the excise taxes on distilled spirits, beer, wine, cigarettes, 
passenger automobiles, and automobile paris and accessories. These 
excises are described more fully in table 2 which shows the unit of 
tax and the rates before and after July 1, 1958, under this bill. 


TABLE 2.—Enrcise tax rates extended until July 1, 1958) 















Rate ex- 
tended for | Rete to be- 
Unit of tax period from | come effec- 
| | Apr. 1, 1957, | tive July 1, 
} toJulyl, | 1958 4 
, 
L iquor taxe 
Distil .d spirits bitertind hiamtbet wisest WO DOG GA. ccadeenn $10.50. ......} 99. 
Beer sin kde Wiha ie Gir bad did leiden eemdaln | Per barrel.....<.«. ee S GGiccn stapes | $8. 
Wine | | | 
Still wine: | | | 
Containing less than 14 percent | Per wine gallon........... | 17 cents..... 15 cents, 
ilcohol | 
Containing 14 to 21 percent alcohol...| Per wine gallon. ........--. | 67 cents. 40 cents, 
Containing 21 to 24 percent alcohol.._| Per wine gallon...-.......] § ed ee 
Containing more than 24 percent | Per wine gallon.....-.... | $10.5 * ea $9. 
ilcohol. | | i 
Sparkling wines, liqueurs, cordials, ete.: | | _| 
Champagne or sparkling wine.......| Per wine gallon.........- $3 40. Sat $3 
Liqueurs, cordials, ete Per wine gallon... ee | $1.60. 
Artificially carbonated wines........| Per wine gallon...- soe} $2 40 bean ghipenee $2 
Tobacco taxes: Cigarettes...................... PUP L0tccncesccccens aoool Oe $3. 50. 
Manufacturer’s excises: 
ID ND 3. <. cann samo weniie ace Manufacturers’ sale price.| 10 percent...| 7 percent, 
Auto parts and accessories.............-.-..- Manufacturers’ sale price.| 8 percent....| 5 percent. 
| i 








1 These rates Were increased by the Revenue Act of 1951 and the increases were scheduled to terminate on 
Apr. 1, 1954. The Excise Tax Reduction Act of 1954 extended these rate increases to Apr. 1, 1955, the Tax 
Rate Extension Act of 1955 extended these rate increases to Apr. 1, 1956, and the Tax Rate Extension Act 
of 1956 extended these rate increases to Apr. 1, 1957. The Highway Revenue Act of 1956, in addition to 
making certain increases, extended the taxes on gasoline, trucks, buses, and truck trailers, and diesel and 
special motor fuel, Which Were in the prior extension acts, until July 1, 1972 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation. 


In addition to extending the rates specified above, section 3 of the 
bill postpones for 1 more year the floor-stock refunds or credits 
presently effective with respect to stocks of various taxpaid products 
on hand on April 1, 1956. These floor-stock refunds are available in 
the case of distilled spirits, wines and beer, cigarettes and automobiles. 
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Section 3 also extends for 1 year the present drawback of $9.50 per 
proof gallon for distilled spirits used in the manufacture of medicines, 
medicinal preparations, food products, flavors, or flavoring extracts, 
which are unfit for beverage purposes. In conformance with the 
change in the distilled spirits tax, as of July 1, 1958, this drawback 
under the bill decreases to $8 per proof gallon in order to maintain a 
net tax of $1 per proof gallon on distilled spirits used for these purposes, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


* * « * « + ke 
SEC. 11. TAX IMPOSED. 

(a) CorPoRATIONS IN GENERAL.—A tax is hereby imposed for each 
taxable year on the taxable income of every corporation. The tax 
shall consist of a normal tax computed under subsection (b) and a 
surtax computed under subsection (c). 

(b) Normat Tax.— 

(1) TAXABLE YEARS BEGINNING BEFORE [APRIL 1, 1957] suzy 1, 
1958.—In the case of a taxable year beginning before [April 1, 
1957] July 1, 1958, the normal tax is equal to 30 percent of the 
taxable income. 

(2) TAXABLE YEARS BEGINNING AFTER [MARCH 31, 1957] 
JUNE 30, 1958—In the case of a taxable year beginning after 
[March 31, 1957] June 30, 1958, the normal tax is equal to 
25 percent of the taxable income. 

* * * * * * * 


SEC. 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN 
LIFE OR MARINE OR FIRE INSURANCE COMPANIES ISSU- 
ING PERPETUAL POLICIES). 

(a) Imposition or Tax on Murvat Companies OTHER THAN 
INTERINSURERS.—There shall be imposed for each taxable year on 
the income of every mutual insurance company (other than a life 
or a marine insurance company of a fire insurance company subject 
to the tax imposed by section 831 and other than an interinsurer or 
reciprocal underwriter) a tax computed under paragraph (1) or 
paragraph (2), whichever is the greater: 

(1) If the mutual insurance company taxable income (com- 
puted without regard to the deduction provided in section 242 
for partially tax-excempt interest) is over $3,000, a tax computed 
as follows: 

(A) NorMAL TAX.— 
(i) TAXABLE YEARS BEGINNING BEFORE [APRIL 1, 
1957 Juzy 1, 1958.—In the case of taxable years beginning 
before [April 1, 1957] July 1, 1958, a normal tax of 30 
percent of the mutual insurance company taxable in- 
come, or 60 percent of the amount by which such 
taxable income exceeds $3,000, whichever is the lesser} 








TAX RATE EXTENSION ACT OF 1957 7 


(ii) TAXABLE YEARS BEGINNING AFTER [MARCH 8381, 
1957] yuneé 380, 198—In the case of taxable years 
beginning after [March 31, 1957] June 30, 1958, a 
normal tax of 25 percent of the mutual insurance com- 
pany taxable income, or 50 percent of the amount by 
which such taxable income exceeds $3,000, whichever 
is the lesser; plus 

(B) Surrax.—A surtax of 22 percent of the mutual insur- 
ance company taxable income (computed without regard to 
the deduction provided in section 242 for partially tax- 

exempt interest) in excess of $25,000. 

(2) If for the taxable year the gross amount of income from 
the items described in section 822 (b) (other than paragraph 
(1) (D) thereof) and net premiums, minus dividends to policy- 
holders, minus the interest which under section 103 is excluded 
from gross income, exceeds $75,000, a tax equal to 1 percent of 
the amount so computed, or 2 percent of the excess of the amount 
so computed over $75,000, whichever is the lesser. 

(b) Imposition or Tax on InTERINSURERS.—In the case of every 
mutual insurance company which is an interinsurer or reciprocal 
underwriter (other than a life or a marine insurance company or a 
fire insurance company subject to the tax imposed by section 831), 
if the mutual insurance company taxable income (computed as pro- 
vided in subsection (a) (1)) is over $50,000, there shall be imposed 
for each taxable year on the mutual insurance company taxable 
income a tax computed as 3 follows: 

(1) NorMAL TAX. 

(A) TAXABLE YEARS BEGINNING BEFORE [APRIL 1, 1957] 
JULY 1, 1958.—In the case of taxable years beginning before 
[April 1, 1957] July 1, 1958, a normal tax of 30 percent of 
the mutual insurance company taxable income, or 60 percent 
of the amount by which such taxable income exceeds $50,000, 
whichever is the lesser; 

(B) TAXABLE YEARS BEGINNING AFTER [MARCH 31, 1957] 
JUNE 30, 1958.—In the case of a taxable year beginning after 
[March 31, 1957] June 30, 1958, a normal tax of 25 percent 
of the mutual insurance company taxable income, or 50 per- 
cent of the amount by which such taxable income exceeds 
$50,000, whichever is the lesser; plus 


(2) Surrax.—A surtax of 22 percent of the mutual insurance 
company taxable income (computed as provided in subsection 
(a) (1) in excess of $25,000, or 33 percent of the amount by 
which such taxable income exceeds $50,000, whichever is the 
lesser. 

* bd * * * * * 


SEC. 4061. IMPOSITION OF TAX. 

(a) AuromopiLes.—There is hereby imposed upon the following 
articles (including in each case parts or accessories therefor sold on or 
in connection therewith or with the sale thereof) sold by the manu- 
facturer, producer, or importer a tax equivalent to the specified per- 
cent of the price for which so sold: 
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(1) Articles taxable at 10 percent, except that on and after 
July 1, 1972, the rate shall be 5 percent— 

Automobile truck chassis, 

Automobile truck bodies, 

Automobile bus chassis. 

Automobile bus bodies. 

Truck and bus trailer and semitrailer chassis. 

Truck and bus trailer and semitrailer bodies. 

Tractors of the kind chiefly used for highway transporta- 
tion in combination with a trailer or semitrailer. 

A sale of an automobile truck, bus, truck or bus trailer or semi- 
trailer shall, for the purposes of this paragraph, be considered to be 
a sale of the chassis and of the body. 

(2) Articles taxable at 10 percent except that on and after 
[April 1, 1957] July 1, 1958, the rate shall be 7 percent— 

Automobile chassis and bodies other than those taxable 
under paragraph (1). 

Chassis and bodies for trailers and semitrailers (other than 
house trailers) suitable for use in connection with passenger 
automobiles. 

A sale of an automobile, trailer, or semitrailer shall, for the pur- 
poses of this paragraph, be considered to be a sale of the chassis 
and of the body. 

(b) Parts anp Accessortes.—There is hereby imposed upon parts 
or accessories (other than tires and inner tubes and other than auto- 
mobile radio and television receiving sets) for any of the articles enu- 
merated in subsection (a) sold by the manufacturer, producer, or 
importer a tax equivalent to 8 percent of the price for which so sold, 
except that on and after [April 1,1957] July 1, 1958, the rate shall 
be 5 percent. 


* * * * * * . 


SEC. 5001. IMPOSITION, RATE AND ATTACHMENT OF TAX. 
(a) Rate or Tax— 

(1) IN GenerAt.—There is hereby imposed on all distilled 
spirits in bond or produced in or imported into the United States 
an internal revenue tax at the rate of $10.50 on each proof gallon 
or wine gallon when below proof and a proportionate tax at a 
like rate on all fractional parts of such proof or wine gallon. On 
or after [April 1, 1957] July 1, 1958, the rate of tax imposed 
by this paragraph shall be $9 in lieu of $10.50. 

(2) PrRopucTts CONTAINING DISTILLED spirRits.—All products 
of distillation, by whatever name known, which contain distilled 
spirits or alcohol, on which the tax imposed by law has not 
been paid, shall be considered and taxed as distilled spirits. 

(3) IMPORTED PERFUMES CONTAINING DISTILLED SPIRITS.— 
There is hereby imposed on all perfumes imported into the United 
States containing distilled spirits a tax of $10.50 per wine gallon, 
and a proportionate tax at a like rate on all fractional parts of 
such wine gallon. On and after [April 1, 1957] July 1, 1958, 
the rate of tax imposed by this paragraph shall be $9 in lieu of 
$10.50. 


* * * * * * * 
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SEC. 5022. TAX ON CORDIALS AND LIQUEURS CONTAINING WINE. 

On all liqueurs, cordials, or similar compounds produced in the 
United States and not sold as wine, which contain more than 2% 
percent by volume of wine of an alcoholic content in excess of 14 

ercent by volume (other than bottled cocktails), there shall be paid, 
in lieu of the tax imposed by section 5021, a tax at the rate of $1.92 
per wine gallon and a ee a tax at a like rate on all fractional 
parts of such wine gallon until [April 1, 1957] July 1, 1958, and on 
or after [April 1, 1957] July 1, 1958, at the rate of $1.60 per wine 
gallon and a proportionate tax at a like rate on all fractional parts of 
such wine gallon. All other provisions of law applicable to rectifica- 
tion apply to the products subject to tax under this section. 

* ~ OK * * * * 


SEC. 5041. IMPOSITION AND RATE OF TAX, 

(a) Imposrrion.—There is hereby imposed on all wines, including 
imitations, substandard or artificial wine, and compounds sold as 
wine, having not in excess of 24 percent of alcohol by volume, in bond 
in, produced in, or imported into, the United States, taxes at the rates 
shown in subsection (b), such taxes to be determined as of the time of 
removal for consumption or sale. All wines containing more than 
24 percent of alcohol by volume shall be classed as distilled spirits 
and taxed accordingly. 

(b) Rares or Tax.— 

(1) On still wines containing not more than 14 percent of 
alcohol by volume, 17 cents per wine gallon, except that on and 
after [April 1, 1957] July 1, 1858, the rate shall be 15 cents per 
wine gallon; 

(2) On still wines containing more than 14 percent and not 
exceeding 21 percent of alcohol by volume, 67 cents per wine 
gallon, except that on and after [April 1, 1957] July 1, 1958, 
the rate shall be 60 cents a wine gallon; 

(3) On still wines containing more than 21 percent and not 
exceeding 24 percent of aleohol by volume, $2.25 per wine gallon, 
except that on and after [April 1, 1957] July 1, 1958, the rate 
shall be $2.00 per wine gallon; 

(4) On champagne and other sparkling wines, $3.40 per wine 
gallon, except that on and after [April 1, 1957] July 1, 1958, the 
rate shall be $3.00 per wine gallon; and 

(5) On artificially carbonated wines, $2.40 per wine gallon, 
except that on and after [April 1, 1957] July 1, 1958, the rate 
shall be $2.00 per wine gallon. 


* * * * *« * * 


SEC. 5051. IMPOSITION AND RATE OF TAX. 

(a) Rare or Tax.—There is hereby imposed on all beer, brewed or 
produced and sold, or removed for consumption or sale, within the 
United States, or imported into the United States, a tax of $9 for 
every barrel containing not more than 31 gallons, and at a like rate 
for any other quantity or for the fractional parts of a barrel author- 
ized and defined by law. On and after [April 1, 1957] July 1, 1958, 
the tax imposed by the preceding sentence shall be at the rate of $8 
in lieu of $9. In estimating and computing such tax, the fractional 
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parts of a barrel shall be halves, thirds, quarters, sixths, and eighths; 
and any fractional part of a barrel, containing less than one- eighth, 
shall be accounted one-eighth; more than one-eighth, and not more 
than one-sixth, shall be accounted one-sixth; more than one-sixth, 
and not more than one- -fourth, shall be accounted one- -fourth; more 
than one-fourth, and not more than one-third, shall be accounted 
one-third; more than one-third and not more than one-half, shall be 
accounted one- -half; more than one-half and not more than one barrel, 
shall be accounted one barrel; and more than one barrel, and not 
more than 63 gallons, shall be ‘accounted two barrels, or a hogshead, 
The provisions of this section requiring the accounting of hogsheads, 
barrels, and fractional parts of barrels at the next higher quantity 
shall not apply where the contents of such hogsheads, barrels, or 
fractional parts of barrels are within the limits “of tolerance estab- 
lished by the Secretary or his delegate by regulations which he is 
hereby authorized to prescribe; and no assessment shall be made and 
no tax shall be collected for any excess in any case where the contents 
of the hogsheads, barrels, or fractional parts of barrels heretofore or 
hereafter used are within the limits of the tolerance so prescribed. 
* * * 7 * * * 


SEC. 5063. FLOOR STOCKS TAX REFUNDS ON DISTILLED SPIRITS, 
WINES, CORDIALS AND BEER 

(a) GENERAL.—With respect to any article upon which tax is 
imposed under this part, upon which internal revenue tax (including 
floor stocks tax) at the applicable rate prescribed has been paid, 
and which, on [April 1, 1957] July 1, 1958, is held by any person and 
intended for sale or for use in the manufacture or production of any 
article intended for sale, there shall be credited or refunded to such 
person (without interest) subject to such regulations as may be pre- 
scribed by the Secretary or his delegate an amount equal to the differ- 
ence between the tax so paid and the rate made applicable to such 
articles on and after [April 1, 1957] July 1, 1958, if claim for such 
credit or refund is filed with the Secretary or his delegate prior to 
[May 1, 1957] August 1, 1958, or within 30 days from the promulga- 
tion of such regulations. 

(b) Limirations ON Exicipiuiry ror Crepit or Rerunp.—No 
person shall be entitled to credit or refund under subsection (a), 
unless such person, for such period or periods both before and after 
[April 1, 1957] July 1, 1958 (but not extending beyond 1 year there- 
after), as the Secretary or his delegate shall by regulations prescribe, 
makes and keeps, and files with the Secretary or his delegate, such 
records of inventories, sales, and purchases as may be prescribed in 
such regulations. 

(c) OrneR Laws Appriicanie.—All provisions of law, including 
penalties, applicable in respect of internal revenue taxes on distilled 
spirits, wines, liqueurs and cordials, imported perfumes containing 
distilled spirits, and beer shall, insofar as applicable and not inconsist- 
ent with this section, be applicable in respect of the credits and refunds 
provided for in this section to the same extent as if such credits or 
refunds constituted credits or refunds of such taxes. 


* * * * - oe * 
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SEC. 5134. DRAWBACK. 

(a) In the case of distilled spirits on which the tax has been deter- 
os ee used as provided in this subpart, a drawback shall be 
allowed— 

(1) At the rate of $6 on each proof gallon upon which tax is 
paid at a rate of $9 per proof gallon prior to November 1, 1951; 

(2) at the rate of $9.50 on each proof gallon upon which tax is 
determined at the rate of $10.50 per proof gallon on and after 
November 1, 1951; 

(3) at the rate of $8 on each proof gallon upon which tax is 
determined at a rate of $9 per proof gallon after March 31, 1957] 
June 30, 1958, a “ l i ‘ 

* 


SEC. 5701. RATE OF TAX. 
* * * + +’ + * 


(c) CriGARETTES.—On cigarettes, manufactured in or imported into 
the United States, there shall be imposed the following taxes: 

(1) SMALL ciGARETTES.—On ciagrettes, weighing not more than 
3 pounds per thousand, $4 per thousand until [April 1, 1957 
July 1, 1958, and $3.50 per thousand on and after [April 1, 1957 
July 1, 1958; 

(2) Large ciGArerres.—On cigarettes, weighing more than 
3 pounds per thousand, $8.40 per thousand; except that, if more 
than 6% inches in length, they shall be taxable at the rate pre- 
scribed for cigarettes weighing not more than 3 pounds per 
thousand, counting each 2% inches, or fraction thereof, of the 
length of each as one cigarette. 
* * * OK * * *~ 


SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES. 

(a) In GenERAL.—With respect to cigarettes, weighing not more 
than 3 pounds per thousand, upon which the tax imposed by sub- 
section (c) (1) of section 5701 has been paid, and which, on [April 1, 
1957] July 1, 1958, are held by any person and intended for sale, or 
are in transit from foreign countries or insular possessions of the United 
States to any person in the United States for sale, there shall be 
credited or refunded to such person (without interest), subject to such 
regulations as shall be prescribed by the Secretary or his delegate, an 
amount equal to the difference between the tax paid on such cigarettes 
and the tax made applicable to such articles on [April 1, 1957] July 1, 
1958, if claim for such credit or refund is filed with the Secretary or his 
delegate before [July 1, 1957] October 1, 1958. 

(b) Limirations on Exiersinity ror Crepit or Rerunp.—No per- 
son shall be entitled to credit or refund under subsection (a) of this 
section unless such person, for such period or periods both before and 
after [April 1, 1957] July 1, 1958 (but not extending beyond 1 year 
thereafter), as the Secretary or his delegate shall, by regulation, pre- 
scribe, makes and keeps, and files with the Secretary or his delegate 
such records of inventories, sales, and purchases as shall be prescribed 
in such regulations, 

* Ba * * * * * 
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SEC. 6412. FLOOR STOCKS REFUNDS. 
(a) IN GENERAL.— 

(1) PASSENGER AUTOMOBILES, ETC.—Where before [April 1, 
1957] July 1, 1958, any article subject to the tax imposed by 
section 4061 (a) (2) has been sold by the manufacturer, producer, 
or importer and on such date is held by a dealer and has not 
been used and is intended for sale, there shall be credited or 
refunded (without interest) to the manufacturer, producer, or 
importer an amount equal to the difference between the tax paid 
by such manufacturer, producer, or importer on his sale of the 
article and the amount of tax made applicable to such article on 
and after [April 1, 1957] July 1, 1958, if claim for such credit or 
refund is filed with the Secretary or his delegate on or before 
[August 10, 1957] November 10, 1958, based upon a request sub- 
mitted to the manufacturer, producer, or importer before [July 1, 
1957] October 1, 1958, by the dealer who held the article in 
respect of which the credit or refund is claimed, and, on or before 
[August 10, 1957] November 10, 1958, reimbursement has been 
made to such dealer by such manufacturer, producer, or importer 
for the tax reduction on such article or written consent has been 
obtained from such dealer to allowance of such credit or refund, 


SECTION 497 OF THE REVENUE ACT OF 1951 


SEC. 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE ZONES. 

(a) IMporrep ArticLes.—With respect to any article specified in 
section 2000 (ec) (2), 2800 (a), 3030 (a), or 3150 (a) of the Internal 
Revenue Code of 1939 (or section 5701 (c), 5001 (a), 5022, 5041 (b), 
or 5051 (a) of the Internal Revenue Code of 1954) on which internal 
revenue tax at the applicable rate prescribed in such section has been 
determined pursuant to section 3 of the Act of June 18, 1934, as 
amended (U.S. C., title 19, sec. 81c), prior to [April 1, 1957] July 1, 
1958, and which on or after such date is brought from a foreign trade 
zone into customs territory of the United States and the tax so deter- 
mined thereon paid, there shall be credited or refunded (without 
interest) to the taxpayer, subject to such regulations as may be pre- 
scribed by the Secretary, an amount equal to the difference between 
the tax so paid and the amount of tax made applicable to such articles 
on and after [April 1, 1957] July 1, 1958, if claim for such credit or 
refund is filed with the Secretary within thirty days after payment of 
the tax. 

(b) Previousty Taxparp ArticLes.—With respect to any article 
specified in section 2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a) of the 
Internal Revenue Code of 1939 (or section 5701 (c), 5001 (a), 5022, 
5041 (b), or 5051 (a) of the Internal Revenue Code of 1954), upon 
which internal revenue tax (including floor stocks tax) at the appli- 
cable rate prescribed in such section has been paid, and which was 
taken into a foreign trade zone from the customs territory of the 
United States and placed under the supervision of the collector of 
customs, pursuant to the second proviso of section 3 of the Act of 
June 18, 1934, as amended (U.S. C., title 19, sec. 81c), prior to [April 
1, 1957] July 1, 1958, and which on or after such date is (without loss 
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of identity) returned from a foreign trade zone to customs territory 
of the United States, there shall be credited or refunded (without in- 
terest) to the person so returning such article, subject to such regula- 
tions as may be prescribed by the Secretary, an amount equal to the 
difference between the tax so paid and the amount of tax made appli- 
cable to such articles on and after [April 1, 1957] July 1, 1958, if 
claim for such credit or refund is filed with the Secretary within thirty 
days after the return of the article to customs territory, 


O 
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PROVIDING FOR THE MAINTENANCE AND OPERATION 
OF THE BRIDGE TO BE CONSTRUCTED OVER THE PO- 
TOMAC RIVER FROM JONES POINT, VA., TO MARYLAND 


Marcu 25, 1957.—Ordered to be printed 


Mr. Bisxe, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


(To accompany S. 78] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 78) to provide for the maintenance and operation of the 
bridge to be constructed over the Potomac River from Jones Point, 
Va., to Maryland, after full consideration, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to provide that the bridge authorized to be 
constructed over the Potomac River from Jones Point, Va., to Mary- 
land, shall be maintained and operated by and at the expense of the 
States of Maryland and Virginia, and the District of Columbia, in 
accordance with such arrangements as are agreed to by such States 
and the District of Columbia. 

Title II of the act of August 30, 1954 (Public Law 704, 83d Cong.; 
68 Stat. 963) authorized and directed the Secretary of the Interior to 
construct, maintain, and operate a six-lane bridge over the Potomac 
River, from a point at or near Jones Point, Va., across a certain por- 
tion of the District of Columbia, to a point in Maryland, together 
with bridge approaches on property owned by the United States in 
the State of Virginia. 

The President, at the time of his approval of the above act, issued 
a statement to the effect that title [1 improperly vested responsibili- 
ties in the Department of the Interior, which is not a construction 
agency, and that such responsibilities should be placed in the Bureau 
of Public Roads, Department of Commerce, or in the Corps of 
Engineers of the Department of the Army, and that the act should 
be amended to correct this defect. 

Accordingly, Public Law 534, 84th Congress, approved May 22, 
1956, amended title II of the act of August 30, 1954, to authorize 
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and direct the Secretary of Commerce to construct a six-lane 
bridge over the Potomac River, from a point at or near Jones Point 
Va., to a point in Maryland. The act of August 30, 1954, was also 
amended to provide that the bridge would be maintained and oper- 
ated by the States of Virginia and Maryland. 

Public Law 535, 84th Congress, approved May 22, 1956, provides 
that the bridge to be constructed over the Potomac River from a 
point at or near Jones Point, Va., across a certain portion of the Dis- 
trict of Columbia, to a point in Maryland, shall be known and desig- 
nated as the ‘Woodrow Wilson Memorial Bridge” in honor of 
Woodrow Wilson, the 28th President of the United States. 


O 








Calendar No. 180 


85TH CONGRESS { SENATE Report 
Ist Session No. 185 
— — 








EXTENDING THE LIFE OF THE DISTRICT OF COLUMBIA 
AUDITORIUM COMMISSION 


Marcu 25, 1957.—Ordered to be printed 





Mr. Morss, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 
[To accompany 8S. 685] 


The Committee on the District of Columbia, to which was referred 
the bill (S. 685) to extend the life of the District of Columbia Audi- 
torium Commission, after full consideration reports favorably thereon 
with amendments and recommends that the bill as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the Act entitled ‘‘An Act creating a Federal commission to formulate plans 
for the construction in the District of Columbia of a civic auditorium, including an 
Inaugural Hall of Presidents and a music, fine arts, and mass communications 
center’’, approved July 1, 1955, as amended, is amended— 

(1) by strking out in subsection (a) of the first section of such Act ‘* District 
of Columbia Auditorium Commission” and inserting in lieu thereof the fol- 
lowing: ‘‘Commission for a National Cultural Center’’; 

(2) by striking out in subsection (a) of the first section of such Act 
“national civic auditorium”’ and inserting in lieu thereof: ‘‘national cultural 
center’’: 

(3) by striking out subsection (c) (1) of the first section of such Act and 
inserting in lieu thereof the following: 

(1) select and acquire, by purchase, condemnation, gift, transfer from 
any Federal agency, or otherwise, a suitable site in the District of Columbia 
for the national cultural center referred to in subsection (a);’’; 

(4) by adding at the end of the first section of such Act the following new 
subsections: 

‘*(f) The Commission shall continue in existence until the construction of 
the national cultural center referred to in subsection (a) of this section has 
been completed. 

‘(g) The Commission is authorized to sell (1) copies of the report and 
recommendations which it made to the President and to the Congress pursu- 
ant to the provisions of subsection (c) (4) of this section, and (2) any other 
publications which it might prepare in carrying out its duties under this Act. 
Any receipts from the sale of any copies of such report, recommendations, and 
other publications by the Commission shall be deposited in the Treasury of 
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the United States and credited to the current appropriation available for 
salaries and expenses of the Commission.” 


Amend the title to read as follows: 


A bill to extend the life of the District of Columbia Auditorium Commission, to 
change the name of such Commission, and for other purposes. 


The purpose of this bill, as amended, is to extend the life of the 
District of Columbia Auditorium Commission, and to change the 
name of such Commission. The act of July 1, 1955, created a Federal 
commission to formulate plans for the construction in the District of 
Columbia of a civic auditorium, including an Inaugural Hall of 
Presidents and a music, fine arts, and mass communications center. 
S. 685 would amend such act so as to accomplish the following: 

(1) Change the name of the commission from “District of Columbia 
Auditorium Commission” to “Commission for a National Cultural 
Center’; and likewise, the designation would be changed from 
‘national civic auditorium” to ‘‘national cultural center.” 

Authorize the Commission to select and acquire, by purchase, 
condemnation, gift, transfer from any Federal agency, or otherwise, 
a suitable site in the District of Columbia for the national cultural 
center. 

(3) Continue the Commission in existence until the construction 
of the national cultural center has been completed. 

(4) Authorize the Commission to sell copies of reports, recom- 
mendations, and any other publications which it might prepare in 
carrying out its duties. Any receipts from such sales would be 
appanited in the Treasury of the United States and credited to the 
current appropriation available for salaries and expenses of the 
Commission. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Pusiic Law 128, 84rH ConGress AND Pustic Law 491, 
84TH CONGRESS 
AN ACT Creating a Federal commission to formulate plans for the construction 


in the Distriet of Columbia of a civie auditorium, including an Inaugural Hall of 
Presidents and a music, fine arts, and mass communications center 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) there is hereby 
established a commission to be known as the (‘District of Columbia 
Auditorium Commission’ ]} “Commission for a National Cultural 
Center” (hereinafter referred to as the ‘‘Commission’’) for the purpose 
of formulating plans for the design, location, financing, and construc- 
tion in the District of Columbia of a [national civic auditorium] 
national cultural center including an Inaugural Hall of Presidents and a 
music, fine arts, and mass communications center. 

(b) The Commission shall be composed of twenty-one members 
appointed as follows: 

(1) Seven persons appointed by the President of the United States; 

(2) Seven persons appointed by the President of the Senate; and 
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(3) Seven persons appointed by the Speaker of the House of 
Representatives. 

(ce) The Commission shall— 

(1) [consider a suitable site for the national civic auditorium 
referred to in subsection (a);] select and acquire, by purchase, 
condemnation, gift, transfer from any Federal agency, or otherwise, 
a suitable site in the District of Columbia for the national cultural 
center referred to in subsection (a); 

(2) procure such plans and designs and make such surveys 
and estimates of the cost thereof as it deems advisable; 

(3) endeavor particularly to formulate a method of financing 
the project on a self-liquidating basis; 

(4) make a report to the President and to the Congress, to- 
gether with its recommendations, by January 31, 1957. 

(d) The Commission is authorized to accept in its discretion from 
any source, public or private, money and property to be used in 
carrying out its functions under this Act. 

(e) The Commission is authorized to avail itself of the assistance 
and advice of the Commission of Fine Arts, the National Capital 
Planning Commission, the National Capital Regional Planning Coun- 
cil, the Board of Commissioners of the District of Columbia, the 
District of Columbia Recreation Board, and the District of Columbia 
Redevelopment Land Agency, which shall upon request render such 
assistance and advice. 

(f) The Commission shall continue in existence until the construction 
of the national cultural center referred to in subsection (a) of this section 
has been com plete d. 

(g) The Commission is authorized to sell (1) copies of the report and 
recommendations which it made to the President and to the Congress pur- 
suant to the provisions of subsection (c) (4) of this section, and (2) any 
other publications which it might prepare in carrying out its duties under 
this Act. Any receipts from the sale of any copies of such report recom- 
mendations, and other publications by the Commission shall be deposited 
in the Treasury of the United States and credited to the current appro- 
priation available for salaries and expenses of the Commission. 

Sec. 2. (a) The members of the Commission shall serve without 
compensation; but travel, subsistence, and other necessary expenses 
incurred by them in connection with the work of the Commission may 
be paid from any funds available for expenditure by the Commission. 

(b) The Commission is authorized, within the limits of funds avail- 
able to it, to employ and fix the compensation of such officers, experts, 
and other employees as may be necessary to carry out its functions, 
and to make such other expenditures as it may deem advisable in 
carrying out its functions. O 
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MIDWEST CLAYPAN EXPERIMENT STATION, 
McCREDIE, MO. 


Marcu 26, 1957.—Ordered to be printed 


Mr. Symineron, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 1034] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1034) to authorize and direct the Secretary of Agriculture 
to convey to the Cores of Missouri, for agricultural purposes, 
certain real property in Callaway County, Mo., having considered 
the same, report thereon with a rec ommendation that it do pass with- 
out amendment. 

This bill provides for transfer of the Midwest Claypan Experiment 
Station to the curators of the University of Missouri, without cost, 
conditioned upon use for the purposes of the College of Agriculture. 
The station is now being operated and maintained by the university 
under an agreement which relieved the Department of Agriculture of 
considerable costs. 

DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., January 24, 1957. 
The PRESIDENT OF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: There is enclosed a draft of proposed legis- 
lation to authorize and direct the Secretary of Agriculture to convey 
to the University of Missouri, for agricultural purposes, certain real 
property in Callaway County, Mo. 

The purpose of this proposed legislation is to authorize the Secretary 
of Agriculture to convey to the curators of the University of Missouri, 
without cost, the United States Department of Agriculture Midwest 
Claypan Experiment Station, at McCredie, Mo. “In addition to the 
land, the conveyance would include buildings and improvements at 
the station. The transfer would be made on the condition that the 
property be used for the purposes of the College of Agriculture. In 
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the event that the property ceased to be used for such purposes, all 
right, title, and interest in the said property would automatically 
revert to the Federal Government. : 

The land on which the Midwest Claypan Experiment Station is 
located was acquired by the Soil Conservation Service of this Depart- 
ment in 1937 by purchase from the Northwestern Mutual Life Insur- 
ance Co. The purchase price was $13,107.48. The property 
acquired at purchase consisted of 300 acres of land including buildings 
estimated to be valued at $3,975. This station was transferred from 
the Soil Conservation Service to the Agricultural Research Service 
under Secretary’s Memorandum No. 1318, dated October 14, 1952, 

Under the provisions of a memorandum of understanding entered 
into on September 20, 1954, by this Department and the curators of 
the University of Missouri, a cooperative research program in soil and 
water conservation and management studies, including work on ter- 
race layout and design, erosion control, irrigation and water-supply 
development, and effects of deep placement of fertilizers on the utiliza- 
tion of claypan soils, is being carried on. This agreement also trans- 
ferred the title and possession of the personal property and operating 
equipment to be used and disposed of in carrying out the terms of the 
agreement. Under the agreement the university assumed the responsi- 
bility for the operation and maintenance of the station. 

The aforementioned memorandum was to serve as a document of 
cooperation pending consideration that the facilities would be trans- 
ferred to the university through normal legislative channels. 

When the University of Missouri assumed responsibility for the 
operation and maintenance of the station, the Department was relieved 
of considerable costs. The Missouri Agricultural Experiment Station 
has materially increased its financial support for the operation of the 
station. The increased contribution by the State makes it possible 
for the Department to cooperate in other research programs of high 
priority. 

This proposed legislation follows closely the pattern established by 
Public Law 825, 81st Congress, approved September 23, 1950, which 
provided for transfer of title, without cost, of certain agricultural dry- 
land and irrigation field stations to the States in which such stations 
were located. It authorized the Secretary of Agriculture or, when the 
lands concerned were public domain, the Secretary of the Interior to 
convey the interest of the United States in the lands including water 
rights, buildings, and improvements at certain specified field stations 
of the Department of Agriculture to the States concerned. Transfers 
were not mandatory but were subject to arrangements mutually 
agreeable to the States and the Department. 

Conveyance of this property would result in no additional cost to 
the Government. 

We have discussed this proposal with Missouri State authorities 
and it is satisfactory to them. 

A copy of the proposed legislation and a similar letter have also been 
sent to the Speaker of the House of Representatives. 

The Bureau of the Budget advises that there is no objection to the 
submission of this proposal. 

Sincerely yours, 


True D. Morse, 
Acting Secretary. 
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Marcu 26, 1957.—Ordered to be printed 





Mr. E.Lenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 812] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 812) to amend the Agricultural Act of 1949 with respect to 
price support for extra long staple cotton, having considered the same, 
report thereon with a recommendation that it do pass without amend- 
ment. 

This bill would freeze price support for extra long staple cotton at 
75 percent of parity, the lowest support level now provided for. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 15, 1957. 
Hon. Aten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Evtenper: This is in reply to your request of 
January 24, 1957, for a report on S. 812, a bill to amend the Agricul- 
tural Act of 1949, with respect to price support for extra long staple 
cotton. 

The Department favors enactment of the bill. 

The bill amends section 101 (f) of the Agricultural Act of 1949, as 
amended, to provide that the level of price support for the 1957 and 
succeeding crops of extra long staple cotton shall be the same percent 
| of the parity price as for the 1956 crop. The price support level for 
the 1956 crop was 75 percent of parity; therefore, the bill would have 
the effect of freezing price support for this cotton at 75 percent of the 

parity price. 
Existing law provides price support for extra long staple cotton at 
from 75 to 90 percent of parity, depending on the supply percentage. 
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However, the law requires that the level of support be at the minimum 
level for the supply percentage. Operating under 75 percent for the 
1955 and 1956 crops, the growers have found increased markets both 
at home and abroad for this cotton. In fact, the supply situation has 
changed so that unless the present law is amended the supply per- 
centage may be such as to require a price-support level for the 1957 
crop substantially higher than 75 percent, notwithstanding the fact 
that the 1957 national acreage allotment is nearly twice as large as 
the 1956 allotment. 

The bill would not increase the cost of the price-support program for 
extra long staple cotton. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL AcT oF 1949 
Sec. 101. 


* * * 7 * * * 


(f{) The provisions of this Act relating to price support for i 
shall apply severally to (1) American upland cotton and ( 2) extra 
long staple cotton described in subsection (a) and ginned: as ae 
by subsection (e) of section 347 of the Agriculturs al Adjustment Act 
of 1938, as amended, except that, notwithstanding any of the foregoing 
provisions of section 101 of this Act, the level of support to cooperators 
for the [1955] 1957 and each subsequent crop of extra long staple 
cotton, if producers have not disapproved marketing quotas therefor, 
shall be the [minimum level specified in section 101 (b) of this Act 
for the supply percentage for extra long staple cotton as of the begin- 
ning of the marketing year for the crop] same per centum of the parity 
price as for the 1956 crop. Disapproval by producers of the quota 
proclaimed under such section 347 shall place into effect the provisions 
of section 101 (d) (3) of this Act with respect to the extra long staple 
cotton described in subsection (a) of such section 347. Nothing 
contained herein shall affect the authority of the Secretary under 
section 402 to make support available for extra long staple cotton in 
accordance with such section 402. 


O 
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EXTENSION OF PUBLIC LAW 480 
Marcu 26, 1957.—Ordered to be printed 


Mr. E.itenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1314] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1314) to extend the Agricultural Trade Development and 
Assistance Act of 1954, and for other purposes, having considered the 
same, report thereon with a recommendation that it do pass without 
amendment. 

GENERAL 


This bill would amend Public Law 480, 83d Congress (the Agricul- 
tural ‘Trade Development and Assistance Act of 1954) to— 

(1) extend the termination dates of title I (sales for foreign 
currencies) and title [1 (famine and other relief) to June 30, 1958 
(from June 30, 1957); 

(2) increase the limitation on title I transactions from those 
calling for appropriations of $3 billion to those calling for appro- 
priations of $4 billion; 

(3) increase the limitation on title Il expenditures from $500 
million to $800 million; and 

(4) repeal section 304 (sec. 304 requires the President to exer- 
cise his authority under the act so as to assist friendly nations 

| to be independent of trade with Iron Curtain countries and so as 
not to increase the availability of commodities to unfriendly 
nations). 


| DESCRIPTION OF TITLE I PROGRAM PROCEDURES 


Title I authorizes the President to enter into agreements with 
friendly nations or organizations of friendly nations for the sale of 
surplus agricultural commodities for foreign currencies, to be used for 
foreign assistance, payment of United States obligations abroad and 
certain other purposes. Under existing legislation, new agreements 
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cannot be entered into after June 30, 1957. Agreements are negotiag- 
ted through diplomatic channels. 

After agreements are signed, purchase authorizations are issued to 
importing governments by the Foreign Agric ultural Service. These 
authorizations speuity the kinds, quantities, and maximum dollar 

values of the commodities to be purchased, and the conditions under 
side financing will be made available. Public announcements are 
made of these authorizations for use by United States suppliers in 
making sales with foreign importers. 

Normal commercial procedures, based largely on letters of credit, 
are followed in carrying out title I sales. Importers pay for commodi- 
ties in local currencies through their local banks. United States 
suppliers are paid in dollars by United States banks with which the 
foreign banks have established dollar letter of credit arrangements, 
The United States banks are reimbursed by the Commodity Credit 
Corporation. The foreign currency purchase price of the commodities 
is deposited to the account of the United States Government in 
accordance with arrangements made between Governments of the 
United States and the importing country. 


SALES OF COMMODITIES 


Since the inception of the program, 87 agreements or supplements 
to agreements have been entered into with 30 countries. These 
agreements include commodities involving a total CCC cost of about 
$2.9 billion and a total export market value of about $2 billion. 
These costs include about $225 million in ocean transportation which 
are being financed by CCC. 

The title I authorization is in terms of CCC cost which includes the 
cost of commodities, processing, handling, and other costs. The 
export market value represents the prices actually paid by importers 
under individual transactions. Because of this cost difference, pro- 
graming of $2 billion in export market value has nearly exhausted 
the CCC cost limitation of $3 billion. 

About $1 billion worth of commodities at export market value has 
already been exported. By the end of the current fiscal year, the 
Department of Agriculture advises, shipments should total about 
$1.2 billion. A large portion of the unshipped balance on June 30, 
1957, will represent the 1958 and 1959 programs with Indian and 
Brazil under their 3-year agreements. 

Fiscal year 1956 was the first full year of title | operations. During 
that year, about $427 million worth of commodities was exported or 
12 percent of total United States agricultural exports. Shipments 
this fiscal year are averaging about $60 million per month and are 
expected to comprise about 16 percent of our total agricultural exports 
which are expected to establish a new record. 

In terms of tonnage, title I programs exceed 16 million metric tons, 
of which somewhat more than 50 percent has been shipped. Over 
3 million metric tons were shipped during the first 6 months of this 
fiscal year. 

Dollar value and quantities of all commodities programed since the 
inception of the program are given in tables 1 and 2. 
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USES OF FOREIGN CURRENCIES 


The foreign currencies which accrue from title I sales may be used 
for 10 purposes specified in section 104 of the law. The planned uses 
of foreign currencies for these purposes are set out in table III. 

Market development projects are already underway in 20 countries 
involving the equivalent of about $5 million. About $32 million is 
earmarked for this purpose under existing agreements. Market 
development projects include marketing studies, exhibits at trade 
fairs, advertising and promotional displays, and exchange visits of 
industry representatives of the United States ‘and the foreign countries 
concerned. 

Payment of United States obligations overseas include such obliga- 
tions as costs of military base construction, continuing administra- 
tive and operating expenses of the Department of State and the 
United States Information Agency and the purchase or construction 
of military family housing. 

Currencies are being used for educational exchange programs, for 
assistance to American-sponsored schools, libraries, “and community 
centers, and for the translation, publication, and distribution of 
books and periodicals abroad. 

Substantial amounts of the foreign currencies are being used to 
promote economic development. Virtually all of these development 
funds are loaned to participating countries with programs being 
worked out by the foreign governments in cooperation with the 
United States. Direct grants of currencies for economic develop- 
ment purposes are made only in special circumstances. 

Of the agreements signed to date, almost 60 percent, or about 
$1.1 billion of foreign currency payments is earmarked for use for 
economic development loans. 

Finally, foreign currencies are used for the purchase of strategic 
materials, procurement of military services and equipment for the 
common defense abroad, and for the purchase of goods for other 
friendly countries. 

From table III it is seen that most of the foreign currencies being 
generated under title I agreements are to be used in furtherance of 
the foreign aid program, United States foreign policy interests, and 
other nonagricultural purposes. Only 1.6 percent of the total is 
planned for market development for agricultural commodities, while 
98.4 percent is planned for other uses as follows: 


ene | Percent 
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Unfortunately, most of the publicity which has been given to Public 
Law 480 has emphasized, exclusively, the benefits that American 
agriculture has received from the program, The committee considers 
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it highly important that this situation be corrected, and that the bene- 
fits to nonagricultural interests be shown in their true light. There- 
fore, the committee recommends that, in the future, all accounts and 
estimates concerning the cost of the program clearly differentiate 
between that part of the cost attributable to agricultural programs 
and that part attributable to nonagricultural programs. They should 
also show that part of the amount attributable to nonagricultural 
programs which is reimbursable from appropriations for other agencies 
and that which is not. The difference between the export value and 
the Corporation’s investment in commodities exported under the 
program should be shown as a separate item. 


PLANS FOR ADDITIONAL BILLION DOLLARS 


The Department of Agriculture advises that the additional $1 
billion provided for title I by the bill will permit programing of agri- 
cultural commodities for fiscal year 1958 at about the same annual 
rate as in the past 2 years. 

The bill limits title I to an additional $1 billion and 1 year because 
Public Law 480 is a temporary program designed to deal primarily 
with accumulated farm surpluses, and it is believed that the results 
obtained under this program should be subjected to a periodic review 
which will permit consideration of alternative methods of surplus 
disposal and other actions aimed at expanding normal export markets. 


APPLICATION OF TITLE I TO FRUIT 


The committee gave some consideration to the need for reiteration 
of its statement in Report No. 2290, 84th Congress, concerning the 
continuous need of the fruit industry 


for the export of certain varieties, grades, sizes, and specifica- 
tions, irrespective of whether or not a total surplus exist, if an 
orderly b: ilanced marketing program is to be secured; 


and as to whether any legislation were needed to clarify this situation. 
The Assistant Secretary of Agriculture assured the committee that 
no such legislation was necessary, as follows: 
Mr. Butz. * 
There are three categories of commodities for inclusion 
under Public Law 480. One is commodities actually owned 
by CCC. There is no question about their inclusion. The 
second is that group of commodities under price support, but 
not in CCC ownership. Soybeans being a case in point. 
* * * 
The third is that class of commodities neither owned by 
CCC nor under price support. Fruits and vegetables being 
a case in point. 
As you well know, when we program a commodity under 
Public Law 480, title I, that is not in CCC ow nership, dollars 
are spent from the current year’s budget to purchase those 
and put them into the title I program. If we take commod- 
ities out of CCC inventory, the dollars have already been 
spent, and we are simply liquidating surpluses which have 
been accumulated. 
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Therefore, it is understandable, as Government policy in 
an effort to keep some kind of budgetary control in the 
overall budget, that there is inevitably pressure and senti- 
ment to emphasize CCC-owned commodities first in the 
programing of title I deals, and se condly to emphasize those 
commodities that might come into CCC if you do rot pro- 
gram them under a title I deal. 

But it has been determined now at top leve’s of Govern- 
ment that all three classes of commodities are e:igivie for 
title I, Public Law 480. It will be our policy, however, to 
exercise some restraint in the programing of the third classi- 
fication of commodities as well as the second class of com- 
modities. We recognize fully that to exclude any group of 
agricultural commodities from eligibility under title I exerts 
a strong pressure back of those producer groups to go under 
price support. That would not be good. 

Therefore, it would be our policy, Senator, to watch all 
these commodities carefully, including all your fruits and 
vegetables, and if and when they get into distress, or it 
appears they may get into distress, and there is opportunity 
to program them in a country program to some country that 
needs them—and as you know, there are countries that 
would use them * * * then they will be as seriously con- 
sidered as any other commodity for inclusion in a title I 
deal. 

Senator HoLLaNnb. There is no doubt, now, under the 
official interpretation that fruits and vegetables are eligible 
when they are in surplus, or there is a reasonable indication 
that they are about to be? 

Mr. Burz. You are correct. I feel we have the legislative 
authorization now to do what you mentioned, based on the 
report you made last year. 

Senator HoLttanp. And secondly, you do not think that 
any industry should be penalized simply because it does not 
ask for price support, or has not permitted its product to get 
into Government hands or be supported by Government 
loans? 

Mr. Burz. You are right. On the contrary, I think the 
fruit and vegetable industry is to be congratulated for the 
very fine job they have done in merchandising their product 
with a minimum of governmental assistance. 

Senator HoLttanp. Then you would have no objection to 
spelling this out even more fully in the act itself than we 
did heretofore? 

Mr. Butz. No objection. I do not think it is necessary. 


TITLE II AND SECTION 304 


The bill provides an increase of $300 million in the title II authoriza- 
tion. Since current commitments are about $300 million, this will 
have the effect of restoring the authorization to the existing $500 
million. 

This program provides a means by which we can help friendly 
foreign people in time of need. It has been used to help feed Hun- 








6 EXTENSION OF PUBLIC LAW 480 


garian refugees in Austria; alleviate distress caused by floods in 
Afghanistan and Iran; and furnish relief to Bolivia and Tunisia, 

Repeal of section 304 of the act would be helpful in our foreign 
policy objectives since it would enable us to send our agricultural 
surpluses to Eastern European satellites in exchange for strategic or 
other material. 

The letter from the Department of Agriculture requesting this 
legislation is attached. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 14, 1957, 
The PRESIDENT OF THE SENATE, 
United States Senate. 


Dear Mr. Presipent: Enclosed is a draft of a proposed bill to 
extend the authorities under titles I and II of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 
480, 83d Cong.) and to repeal section 304 of that act. 

It is proposed that section 103 (b) be amended to increase the title I 
authority from $3 billion to $4 billion; it is proposed that section 109 
be amended to extend the terminal date through which title I trans- 
actions can be undertaken from June 30, 1957, to June 30, 1958. 

Title I of Public Law 480 authorizes the President to enter into 
agreements with friendly nations or organizations of friendly nations 
to provide for the sale of surplus agricultural commodities for foreign 
currencies. At the present time more than $2.8 billion of the $3 bil- 
lion authority has been committed through formal agreements. 
Negotiations now in progress and current program planning indicate 
that the entire $3 billion will be committed under agreements well 
before June 30, 1957. It is likely that this will occur as early as 
February 1957. 

Public Law 480 is considered a temporary means of disposal of 
agricultural surpluses. It has proved to be an effective tool in moving 
surpluses abroad while other programs are restoring a more balanced 
situation with respect to farm output and demand. However, sales 
for foreign currencies and barters are inconsistent with the adminis- 
tration’s foreign trade policy and the administration’s desire to further 
the removal of Government from business. No action should be 
taken to incorporate disposal methods of this kind as permanent 
features of United States foreign trade programs. 

The request for an additional $1 billion and the extension of the 
terminal date under title I is presented at this time in order to permit 
orderly programing of agricultural commodities for the fiscal year 
1958. The additional amount would provide for new programing 
at approximately the same annual rate that has been accomplished 
since the program was initiated in 1954. 

In order to permit continuation for another year of the useful 
activities which have been possible under title II] of Public Law 480, 
it is proposed that section 203 be amended to increase that authority 
from $500 million to $800 million and that section 204 be amended to 
extend the terminal date for undertaking programs from June 30, 
1957, to June 30, 1958. Inasmuch as approximately $300 million of 
title II funds has already been committed, this proposal would, in 
effect, restore title II to the present amount authorized of $500 million. 
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Section 304 of the act requires the President to exercise his authority 
under Public Law 480 so as to assist friendly nations to be independent 
of trade with the U.S. S. R. or nations dominated or controlled by the 
U.S. S. R. and so as not to increase the availability of commodities 
to unfriendly nations. 

It is recommended that section 304 be repealed. This would place 
us in a position to make offers of barter transactions on a selective 
basis to the European satellites of the Soviet Union. It would appear 
that this authority would be of particular advantage in view of 
recent developments in Eastern Europe. Agreements for sales of 
commodities for foreign currencies under title I of the act would con- 
tinue to be limited to friendly countries by provisions of that title. 

The Bureau of the Budget advises that there is no objection to the 
submission of the proposed legislation to the Congress and that enact- 
ment of such legislation would be in accord with the program of the 
President. 

A similar letter is being sent to the Speaker of the House of Repre- 
sentatives. 

Sincerely yours, 
E. T. Benson, Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
aw in which no change is proposed i is shown in roman): 


AGRICULTURAL TRADE DEVELOPMENT AND 
ASSISTANCE ACT OF 1954 


Tirte 1—Saues ror Foreign Currency 
” * 7” os + * 
Sec. 103. 
* * * * * “ * 


(b) Transactions shall not be carried out under this title which 
will call for appropriations to reimburse the Commodity Credit Cor- 
poration, pursuant to subsection (a) of this section, in amounts in 
excess of [$3,000,000,000.] $4,000,000,000. This limitation shall not 
be apportioned by year or by country, but shall be considered as an 
objective as well as a limitation, to be reached as rapidly as possible 
so long as the purposes of this Act can be achieved within the safe- 
guards established, 


* t ad * ~ * * 


Sec. 109. No transactions shall be undertaken under authority of 
this title after June 30, [1957] 1958, except as required pursuant to 
agreements theretofore entered into pursuant to this title. 


o * “ a * 4 * 


TITLE II—FAMINE RELIEF AND OTHER ASSISTANCE 


Src. 203. Not more than [$500,000 000] $800,000 ,000 Gusliidine 
the Corporation’s investment in the commodities) shall be expended 
for all such transfers and for other costs authorized by this title. 
The President may make such transfers through such agencies includ- 
ing intergovernmental organizations, in such manner, and upon such 
terms and conditions as he deems appropriate; he shall make use of 
the facilities of voluntary relief agencies to the extent practicable. 
Such transfers may include delivery f. 0. b. vessels in United States 
ports and, upon a determination by the President that it is necessary 
to accomplish the purposes of this title or of section 416 of the Agri- 
cultural Act of 1949, as amended, ocean freight charges from U nited 
States ports to designated ports of entry abroad may be paid from 
funds available to carry out this title on commodities transferred 
pursuant hereto or donated under said section 416. Funds required 
for ocean freight costs authorized under this title may be transferred 
by the C ommodity Credit Corporation to such other Federal agency 
as may be designated by the President. 

Src. 204. No programs of assistance shall be undertaken under the 
authority of this title after June 30, [1957] 1958. 


* * * * * * * 
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[Src. 304. The President shall exercise the authority contained 
herein (1) to assist friendly nations to be independent of trade with 
the U.S. S. R. or nations dominated or controlled by the U.S. 5S. R. 
for food, raw materials and markets, and (2) to assure that agricul- 
tural commodities sold or transferred hereunder do not result in 
increased availability of those or like commodities to unfriendly 
nations. J 


O 
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Marcu 26, 1957.—Ordered to be printed 





Mr. Exv.tenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
[To accompany 8S. 1442] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1442) to facilitate the regulation, control, and eradication 
of plant pests, having considered the same, report thereon with a 
recommendation that it do pass without amendment. 


GENERAL STATEMENT 


This bill would amend subsection (a) of section 102 of the Depart- 
ment of Agriculture Organic Act of 1944, as amended, to include 
“insect pests, plant diseases, and nematodes, such as imported fire ant, 
soybean cyst nematode, witchweed,’’. 

The need for this legislation was presented by Dr. M. R. Clarkson, 
Deputy Administrator, Plant Pest Control Division, of the Agricul- 
tural Research Service, as outlined below. 


S. 1442 would broaden the Department’s authority to co- 
operate with the States and localities in the control, eradica- 
tion, and prevention of spread of insect pests, plant diseases, 
and nematodes. The bill names the imported fire ant, soy- 
bean cyst nematode, and witchweed as examples of the kinds 
of pests intended to be covered by the legislation. These are 
in addition to a long list of plant diseases and pests already 
listed in the Department of Agriculture Organic Act which 
this legislation would amend. 

The imported fire ant is an ant which came into this coun- 
try from South America about 30 years ago at the port of 
Mobile, Ala. It was recognized as a destructive insect, but 
the means were not at hand for prevention of spread and 
eradication. Accordingly, State and Federal effort was di- 
rected toward research to determine ways of controlling the 
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pest, and the resources of the State and Federal extension 
services were enlisted to distribute the information obtained 
from this research to the farmers and other landowners so 
that they might keep down the infestations on their prop- 
erties. The research has been successful, and the field experi- 
ence with the measures used to eradicate the white-fr inged 
beetle in some of the Southern States have shown that the 
same measures using granulated dieldrin, chlordane, or hep- 
tachlor are effective to eradicate the imported fire ant. How- 
ever, the measures are expensive, costing about $5 per acre, 
and it is necessary to treat rather large blocks of infested 
land to get adequate protection. If only small spotted areas 
are treated, the ants soon return from surrounding areas 
that were left untreated. 

During the intervening years since the pests came into this 
country, it has gradually spread until it now extends from 
eastern Texas to North Carolina with the heaviest infesta- 
tions in Alabama, Mississippi, and Louisiana. Because of the 
high cost of the treatment and the lack of area controls, 
especially in low-value lands, the efforts of individual land- 
owners have not been sufficient to hold the ant incheck. The 
past 2 vears have brought a great increase of the ants in the 
infested areas. It is feared that this enormous population 
buildup will accelerate the rate of spread into new areas if 
something is not done to prevent it. 

From what is known about the imported fire ant, it seems 
likely that its spread into areas of the country where colder 
winter weather prevails will be slower than it has been in 
the South, but that is no reason to believe that the ant will 
not survive in any of the farming regions of the United States 
if the infestation becomes established there during the warm 
months of the year. The large mounts constructed by the 
ants, often 1 to 3 feet abor e ground and as much as 4 to 5 
feet below ground, provid e protec tion — the elements 
even in areas shane winters are quite severe. The shorter 
growing season and the consequent re duction in the number 
of generations produced per year in colder areas of the 
country would undoubtedly reduce the damage done by the 
ant in such areas, but would not eliminate them. 

The problem of dealing with these ants is one that has to be 
worked out very carefully with the State departments of agri- 
culture and State plant boards, the county and parish gov- 
ernments, municipal governments, and local groups of land- 
owners with a view to enlisting the support and assistance in 
both services and finances from all such groups. The 
Department would endeavor to coordinate such work, to con- 
tribute to the efforts to prevent further spread, to eliminate 
outlying infestations, and to assist in the gradual suppression 

of the pests in the heavily infested areas with a view to final 
eradication of the imported fire ant in this country. 

The witchweed is an introduced parasitic plant which 
infests corn and related plants, doing its damage below 
ground by penetrating the roots of the host plant and stealing 
from the host its nutrients and water. It is a harmless look- 
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ing weed when seen in the field, but it dwarfs the grain plants 
and greatly reduces the yield, making the crop uneconomic. 

The witchweed is now known to exist only in 4 counties of 
North Carolina and 4 adjacent counties in South Carolina. 
Federal quarantines to prevent further spread are under 
consideration. 

‘The soybean cyst nematode exists in limited areas in 
North Carolina, northwestern Tennessee, southeastern Mis- 
souri, and northeastern Arkansas. Federal quarantine to 
protect against the spread of this pest is also under con- 
sideration. As far as is known, the soybean cyst nematode 
is a menace to soybeans wherever they may be grown in this 
country and in like manner, the witchweed is a menace to 
corn whever corn is grown. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 

tules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


DeraARTMENT OF AGRICULTURE OrGANIC AcT oF 1944, 
AMENDED 


Src. 102. (a) The Secretary of Agriculture either independently or 
in cooperation with States or political subdivisions thereof, farmers’ 
associations, and similar organizations, and individuals, is authorized 
to carry out operations or measures to eradicate, suppress, control, o1 
to prevent or retard the spread of insect pests, plant diseases, and nema- 
todes, such as imported fire ant, soybean cyst nematode, witchweed, Japan- 
ese beetle, sweetpotato weevil, Mexican fruitflies, citrus canker, gypsy 
and brown-tail moth, Dutch elm disease, phony peach and peach 
mosaic, cereal rusts, corn borer, pink bollworm and thurberia weevil, 
citrus blackfly, white-fringed beetle, wheatstem sawlfly, oriental fruit- 
fly, and Hall scale: Provided, That the Secretary of Agriculture is fur- 
ther authorized to cooperate with the Government of Mexico or local 
Mexican authorities in carrying out necessary surveys and control 
operations in Mexico in connection with the eradication, suppression, 
control, and prevention or retardation of the spread of Mexican fruit- 
flies, citrus blackfly and pink bollworm and thurberia weevil. In per- 
forming the operations or measures herein authorized, the cooperating 
foreign country, State, or local agency shall be responsible for the au- 
thority necessary to carry out the operations or measures on all lands 
and properties within the foreign country or State other than those 
owned or controlled by the Federal Government and for such other 
facilities and means as in the discretion of the Secretary of Agriculture 
are necessary. As used in this section, the term ‘State’ includes the 
District of Columbia and the Territories and possessions of the United 
States. 

O 
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AMENDING THE ATOMIC ENERGY ACT OF 1954, AS 
AMENDED, AND FOR OTHER PURPOSES 


Marcu 27 (legislative day, Marcn 26), 1957.—Ordered to be printed 


Mr. Pastore, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


[To accompany §S. 1549] 


The Joint Committee on Atomic Energy, to which was referred S. 
1549, to amend the Atomic Energy Act of 1954, as amended, to pro- 
vide for agreements for cooperation authorizing the construction of 
reactors in West Berlin, do report favorably thereon and recommend 
the bill do pass. 

BACKGROUND 


Under the Atomic Energy Act of 1954, as amended, an agreement 
for cooperation with respect to the construction and operation of a 
reactor can only be entered into with another nation. It was found 
desirable as part of the international program of the United States to 
enter into an agreement for cooperation so that a reactor could be 
built in West Berlin. Because of the status of West Berlin as an oc- 
cupied city, and because West Germany was not one of the occupying 
powers, an agreement for cooperation with West Germany could not 
carry with it the necessary guaranties under section 123 of the act. 

In order to take care of this unique situation the Atomic Energy 
Commission, on February 8, 1957, sent the following letter to the 
Joint Committee: 


Unitep States Atomic Enrerey Commission, 
Washington, D. C., February 8, 1957. 
Hon. Cart T. Duruam, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Durnuam: For the past several months the Depart- 
ment of State has, in furtherance of an important foreign policy ob- 
jective, been in consultation with Ambassador Conant and the AEC 
with the view of w orking out an arrangement whereby the Commission 
would be in a position to cooperate with West Berlin under the Atomic 
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Energy Act. The Department of State advises that the authorities 
of West Berlin are enthusiastic about obtaining a research reactor, 
and the city is prepared to provide all necessary funds for the construc. 
tion and ope ration of such a reactor. West Berlin is the seat of some 
of Germ: any ’s most important institutions of scientific learning and 
has produced outstanding scientists in the past. 

The Department has indicated that the erection of a United States 
reactor in West Berlin would do much to offset any psychological ad- 
vantage that the Communists might seek to derive from the new re- 
search center which has been established in Dresden in East Ge ‘rmany, 
where we understand that a 2,500- kilowatt swimming-pool reactor, 
purchased from the Soviet Union, is being constructed. Ambassador 
Conant has advised the Department that it would be a great dis- 
appointment to West Berlin and the Federal Republic of Germ: uny if 
the United States finds it impossible to cooperate with West Berlin, 
thus obligating West Berlin to obtain a research reactor and nuclear 
fuels elsewhere. 

You will recall that the Western Zone of Berlin is occupied by the 
United States, the United Kingdom, and France. The German au- 
thorities in Berlin have been granted general authority to legislate 
in areas prescribed by the Allied commandants. At this time no re- 
search is permitted by the Allied commandants in the fields of atomic 
energy in West Berlin. We are advised, however, that this restriction 
will be relaxed, and the Berlin authorities will be permitted to engage 
in peaceful research in the field of atomic energy. We understand the 
West Berlin legislation will provide that materials distributed to West 
Berlin will not be transferred outside West Be riin without the approval 
of the Allied commandants. In addition, we are advised that such 
legislation will provide that West Berlin may not engage in research 
on any military application of atomic energy. 

The Commission has explored the possibility of cooperating with 
West Berlin under the present Atomic Energy Act. However, since 
West Berlin obviously does not constitute a “nation” capable of 
making an agreement for cooperation in accordance with the Atomic 
Energy Act of 1954, the basis for the Commission authorizing the 
export of a reactor or the distribution of special nuclear material is 
unclear. Further, West Berlin is not under the control of the Federal 
Republic of Germany, and the benefits of the agreement for coopera- 
tion with the Federal Republic are not available to West Berlin. 

Accordingly, to permit the Commission to cooperate with West 
Berlin, an amendment to the Atomic Energy Act is needed. There 
are attached hereto five copies of proposed legislation amending the 
Atomic Energy Act of 1954, as amended, to authorize the Commission 
to cooperate with West Berlin in @ manner similar to the cooperation 
which is permitted with “nations.” 

The amendment would authorize cooperation with West Berlin by 
permitting the distribution to West Berlin of source, special nuclear 
and byproduct material, permitting the export of reactors thereto, 
and would authorize the conduct in West Berlin of activities covered 
by section 57a (3) of the act. Restricted data is not authorized for 
transmission under the amendment. It should be noted that the 
cooperation will be pursuant to the terms of an agreement for coop- 
eration entered into by the Federal Republic on behalf of West 
Berlin, in view of the fact that under existing treaties the Federal 
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Republic carries on the foreign relations of West Berlin. The amend- 
ment, however, requires that the guaranties specified in section 123 
of the act will be made by West Berlin. 

The Commission recommends, with the concurrence of Department 
of State, that the Atomic Energy Act of 1954, as amended, be amended 
as provided in the attached draft legislation. The Bureau of the 
Budget advises that it has no objection to the legislation submitted 
herewith. We would appreciate your early consideration of this 
proposal, 

Sincerely yours, 
Lewis L. Srrauss, Chairman; 


{Enclosure} 


Be it enacted by the Senate and House of Representatives 0; 
the United States of America in Congress assembled, That the 
Atomic Energy Act of 1954, as amended, is hereby amended 
by adding after section 124 thereof a new section 125, as 
follows: 

“Sec. 125. Coopnration With Brerurwn.—The Commis- 

sion is authorized to cooperate with Berlin, which for the 
purposes of this Act comprises those areas over which the 
Berlin Senate exercises jurisdiction (the United States, 
British, and French sectors), pursuant to sections 54, 57, 
64, 82, 103, or 104 when such cooperation is undertaken pur- 
suant to the terms of an agreement for cooperation made 
on behalf of Berlin with the Federal Republic of Germany 
in accordance with section 123: Provided, That the guaran- 
ties required by section 123 shall be made by Berlin with the 
approval of the Allied Commandants.” 

On March 6, 1957, the Subcommittee on Agreements for Coopera- 
tion held a hearing at which the following persons appeared: 
Representatives of the Atomic Energy Commission 

Thomas E. Murray, Commissioner 

R. W. Cook, Deputy General Manager 

Allen J. Vander Weyden, Deputy Director, International Affairs 

L. H. Roddis, Deputy Director, Division of Reactor Development 

N. F. Sievering, Division of Reactor Development 

Paul Foster, Assistant General Manager for International Affairs 

John A. Hall, Director, Division of International Affairs 

A. A. Wells, Office of the General Counsel 

Bryan LaPlante, special assistant to the General Manager 
Representatives of the Department of State 

Gerard Smith, special assistant to the Secretary of State for 

Atomic Energy 
Ray Lisle, Deputy Director of the German Office 
William Miller, economic officer for the German Office 
Robert Kearney, Legal Adviser for German Affairs 
J. Robert Schaetzel and Robert M. Winfree, office of Mr. Smith 
Stanley Cleveland, European Regional Affairs Office 

It is contemplated that under the provisions of S. 1549 an agreement 
for cooperation would be signed with West Germany providing for 
the construction of a small swimming-pool-type research reactor in 
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the American sector of West Berlin. The reactor would be owned 
by the city of Berlin but would be operated by the Institute for Atomie 
Research which is jointly formed by the Free University and the Tech- 
nical University in West Berlin. 

Negotiations have already been undertaken with North American 
Aviation Corp. for the sale of the reactor. The West Berlin authori- 
ties do not expect to have any financial assistance from the United 
States in the construction of the reactor. 

The Berlin Senat is composed of members appointed by the house 
of representatives—the body which is elected by the people of Berlin, 
However, the Allied commandants of the American, British, and 
French sectors still have the final authority over all actions in the 
West Berlin sector. They can turn off the reactor and guard it at 
any time they deem it necessary for military reasons. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter printed in 
italics): 


A BILL To amend the Atomic Energy Act of 1954, as amended, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Atomic Energy Act of 1954, as amended, is amended by 
adding a new section 125 to read as follows: 

“Sec. 125. Cooperation Wirn Berrurn.—The President 
may authorize the Commission to enter into agreements for 
cooperation with the Federal Republic of Germany in accordance 
with section 123, on behalf of Berlin, which for the purposes 
of this Act comprises those areas over which the Berlin Senat 
exercises jurisdiction (the United States, British, and French 
sectors) and the Commission may thereafter cooperate with 
Berlin pursuant to sections 54, 57, 64, 82, 103 or 104; Provided, 
That the guaranties required by section 123 shall be made by 
Berlin with the approval of the Allied Commandants.”’ 


O 
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CONSTRUCTION OF CERTAIN WATER-CONSERVATION PROJECTS 
TO PROVIDE FOR A MORE ADEQUATE SUPPLY OF WATER FOR 
IRRIGATION PURPOSES IN THE PECOS RIVER BASIN, N. MEX. 
AND TEX, 


Marcu 27 (legislative day, Marcu 26), 1957.—Ordered to be printed 


Mr. Anperson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. J. Res. 39] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the joint resolution (S. J. Res. 39) to authorize the construction 
of certain water-conservation projects to provide for a more adequate 
supply of water for irrigation purposes in the Pecos River Basin, 
N. Mex. and Tex., having considered the same, report favorably 
thereon with amendments and recommend that the joint resolution, 
as amended, do pass. 

The amendments and their purposes are as follows: 

(1) Page 2, strike ‘‘$2,271,000” and insert ‘‘$2,600,000’’, to reflect 
more correctly the estimated costs of construction of channel and 
works. 

(2) Page 2, insert an additional recital as follows: 

Whereas the Legislature of the State of New Mexico has 
authorized the appropriation of $290,000 to meet that State’s 
share of the construction costs of the works; and 


This amendment recognizes the cooperation of the State of New 
Mexico. 

(3) Page 3, line 13, strike “Act” and insert ‘joint resolution”’. 

(4) Page 5, line 6, strike “‘Act’”’ and insert “joint resolution”’. 

(5) Page 5, line 16, strike “Act” and insert ‘joint resolution’. 

(6) Page 5, line 21, strike “‘Act’’ and insert ‘joint resolution’’. 

(7) Page 6, line 7, strike ‘“‘Act”’ and insert “joint resolution”’. 

Amendments 3 through 7 are corrective. 
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TEXT OF AMENDED RESOLUTION 


As amended, Senate Joint Resolution 39 reads as follows: 


Whereas there has been an inadequate supply of water for beneficial consump- 
tive uses in the Pecos River Basin, New Mexico and Texas, for a number of years: 
and 

Whereas in recent years the shortage of water for beneficial consumptive uses 
in such basin has been aggravated by reason of the nonbeneficial consumptive use 
of water by salt cedars in such basin and by reason of the infiltration of brine into 
such river; and 

Whereas the States of New Mexico and Texas, with the consent of Congress, 
entered into a compact in 1948 with respect to the Pecos River and one of the 
principal purposes of such compact was to provide for cooperation between the 
Federal Government and the States of New Mexico and Texas in studies and 
projects designed to make available a greater supply of water for beneficial con- 
sumptive uses in such basin; and 

Whereas the Bureau of Reclamation and the Geological Survey, after investi- 
gation of certain conditions causing the shortage of water in the Pecos River Basin, 
have made reports in which they have respectively considered, for the purpose of 
alleviating such shortage, engineering and other aspects of the construction of a 
water salvage channel in such basin and the construction of works for the allevia- 
tion of salinity in such basin; and 

Whereas the construction of such channel and works are estimated to cost 
$2,600,000 and $150,000, respectively, and the annual operation and maintenance 
costs for such channel and such works are estimated to be $55,300 and $4,300 a 
year, respectively; and 

Whereas the States of New Mexico and Texas are ready and willing to make 
substantial contributions to the cost of construction of such channel and works 
if the United States will join with them in bearing such costs; and 

Whereas State and local agencies in New Mexico and Texas are ready and 
willing to undertake equitably the financial burden of operating and maintaining 
such channel and works, and State and local agencies of Texas are ready and 
willing to undertake the financial burden of operating and maintaining the works 
for the alleviation of salinity in the Pecos River; and 

Whereas the Legislature of the State of New Mexico has authorized the appro- 
priation of $290,000 to meet that State’s share of the construction costs of the 
works; and 

Whereas the value of benefits which will accrue to the United States from the 
construction of such channel and works, including restoration of the ability of 
water users in such basin to pay their contractual obligation of approximately 
$3,500,000 to the United States, are substantially in excess of the share of the 
costs of construction of such channel and works to be borne by the United States: 
Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That the Secretary of the Interior is authorized to construct, 
upon a nonreimbursable basis, a one thousand five hundred cubic foot per second 
water salvage channel, levee, cleared floodway, and spur drains sufficient to drain 
Me Millan Delta in the Pecos Basin in New Mexico substantially in accordance 
with the plans described in the report of the Secretary of the Interior entitled 
“MeMillan Delta Project, Pecos River Basin, New Mexico’’, House Document 
429, Eighty-fourth Congress, but with such modifications of, additions to, and 
deletions from said plans as the Secretary may find appropriate to accomplish the 
purposes of this joint resolution: Provided, however, That no money shall be appro- 
priated for, and no work commenced on the clearing of the floodway called for 
in said report unless provisions shall have been made to replace any Carlsbad 
irrigation district terminal storage which might be lost by the clearing of the 
floodway: Provided further, That prior to construction of the water salvage chan- 
nel the Secretary shall, unless clearance of the floodway is then assured, analyze 
the adequacy of the designed floodway levee and make such new designs therefor 
as will assure substantially the same standards of flood protection as would be 
achieved by the presently contemplated levee with a cleared floodway. The 
Secretary shall not proceed with the construction of such channel until (1) he has 
adequate assurance from the State of New Mexico that it will, as its share of the 
costs of construction of such channel, acquire such rights-of-way, complete such 
highway changes, and construct such bridges as may be necessitated by the con- 
struction of such channel and that it will build an access road to such channel, and 
(2) he has adequate assurance from the Pecos River Commission or other State 





WATER-CONSERVATION PROJECTS IN N. MEX. AND TEX, 3 


and local agencies in New Mexico and Texas that such commission or agencies in 
New Mexico and Texas will operate and maintain such channel and other works 
authorized in this section. 

Sec. 2. The Secretary of the Interior is authorized to construct upon a non- 
reimbursable basis, works for the alleviation of salinity in the Pecos River Basin, 
New Mexico, substantially in accordance with the report entitled ‘Possible 
Improvement of Quality of Water of the Pecos River by Diversion of Brine, 
Malaga Bend, Eddy County, New Mexico,” prepared by the Water Resources 
Division, Geological Survey, and dated December 1954, but with such modifica- 
tions of, additions to, and deletions from said plans as the Secretary may find 
appropriate to accomplish the purposes of this joint resolution. The Secretary 
shall not proceed with the construction of such works until (1) he has adequate 
assurance from the State of New Mexico that it will, as its share of the costs of 
construction of such works, acquire such rights-of-way for wells, pipelines, and 
disposal areas as may be ne cessitated by the construction of such works, and (2) he 
has adequate assurance from the Pecos River Commission or other State and local 
agencies in Texas that Texas or local agencies therein will operate and maintain 
such works. 

Sec. 3. The projects constructed under the authority of this joint resolution 
shall, except as otherwise provided herein, be governed by the Federal Reclamation 
Laws (Act of June 17, 1902, 32 Stat. 388, and Acts amendatory thereof or supple- 
mentary thereto), to which laws this Act shall be a supplement. 

Sec. 4. Nothing contained in this joint resolution shall be construed to abrogate, 
amend, modify, or be in conflict with any provisions of the Pecos River Compact. 

Src. 5. There are hereby authorized to be appropriated, out of any moneys in 
the Treasury not otherwise appropriated, such sums as may be required to carry 
out the purpose of this joint resolution. 


PURPOSE OF THE RESOLUTION 


The resolution authorizes the Department of the Interior to con- 
struct the following works for water salvage and salinity control with 
nonreimbursable Federal funds in cooperation with the States of 
New Mexico and Texas, as follows: 

A channel to convey flows of the Pecos River (an interstate 
stream) below Alamogordo Dam in New Mexico through the delta 
at the head of McMillan Reservoir of the Carlsbad reclamation 
project, a levee and cleared floodway through the delta, and spur 
drains leading from the delta. 

Works for the alleviation of salinity in the Malaga Bend area 
of the Pecos River Basin in New Mexico. 

The State of New Mexico, through authorization of the expenditure 
of $290,000 for rights-of-way, highway changes, bridge constructioa, 
and an access road. 

The program has the unanimous endorsement of the Pecos River 
Commission, composed of representatives of New Mexico and Texas. 


DESCRIPTION OF THE AREA AND PROBLEM 


Nature, aided by man, is threatening the economy of the Pecos 
River Basin. Together they have brought about conditions in certain 
reaches of this stream which each year are depriving this basin of water 
from an already limited supply which otherwise could be beneficially 
used. Of greatest importance is the fact that these conditions are, 
year by year, becoming progressively more serious and in their end 
result could cause abandonment of lands which are now or in the past 
have been irrigated. If no immediate action is taken to abate the 
relentless course of nature and certain other conditions, a very im- 
portant and prosperous economy in the Pecos River Basin bounded on 
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urigation will ultimately have to be returned to its original desert 
state. 

The Pecos River Basin, while small compared with other river 
basins of the West, has most of the problems that confront any of the 
streams in the irrigation States. ‘These problems consist of decreasing 
tributary inflow, frequent occurrence of destructive floods, recurring 
drought periods, poor quality of water, sedimentation of water facili- 
ties, scarcity of adequate storage sites, and large nonbeneficial uses of 
water by natural water-loving plants. This situation in the Pecos 
Basin is not new, but it has reached alarming proportions in the past 
decade. The future outlook is even more crucial. 

Construction by private interest of McMillan and Avalon Reservoirs 
and the Southern Canal to serve the area now included in the Carlsbad 
project was completed about 1893. Following a decade’s operation 
fraught with many difficulties in the maintenance of dams and canal 
systems against floods, the entire system was taken over by the 
United States Reclamation Service in 1906. Avalon Dam was recon- 
structed and in the succeeding years the progressive silting of McMil- 
lan Reservoir was offset by two enlargements. Excessive leakage has 
occurred from McMillan Reservoir practically from the time of its 
construction. This appears to have been gradually increasing despite 
remedial measures in the nature of dikes to shut off the flow of some 
of the larger sinkholes in the underlying gypsum formation. To offset 
capacity and leakage losses in McMillan Reservoir and provide the 
regulated water supply required by the Carlsbad project, Alamogordo 
Reservoir was constructed in 1937. 

Man’s developments have partially assisted nature in the creation 
of one of the principal problems—nonbeneficial water consumption. 
As the capacity of Lake McMillan began to be depleted by sedi- 
mentation, salt cedars came into the area and began to take root in 
the delta being formed at the head of the reservoir. These cedars 
spread rapidly and performed a useful function for the Carlsbad 
Irrigation District. They provided an effective strainer for the 
silty water coming down the river, thereby causing the silt to deposit 
in the delta area, permitting only the relatively clear water to enter 
the reservoir. With the passage of time the delta has broadened 
and extended farther upstream. The capacity of McMillan Reser- 
voir thereby was stabilized at about the present capacity of 32,000 
acre-feet. However, in performing this useful function for man, the 
salt cedars are taking a heavy toll in terms of consumption of water. 

The portion of undeveloped river bottom upstream from the McMil- 
lan Delta also proved to be a fertile field for the spread of salt cedar. 
A very gradual spread of the salt cedars over the 90-mile stretch of 
channel from Fort Sumner to Roswell went relatively unnoticed. 
Rapid and continuing expansion of the salt cedars in this area has 
necessitated and brought about a critical examination of the salt 
cedar situation in the entire basin to determine an initial means of 
alleviation of the problem and to indicate the needs for future study. 

Another troublesome problem on the Pecos is the poor quality of 
water. Apparently the quality of Pecos River water never was good, 
the entire basin having been formed largely by dissolution rather than 
by erosion. Through the process of continuing dissolution, both the 
surface and ground water supplies become contaminated with soluble 
salts. The use of water for irrigation has aggravated the problem. 





WATER-CONSERVATION PROJECTS IN N. MEX. AND TEX, 5 


Superimposed on this already bad water are about 110,000 tons of 
practically pure salt which is being brought to the river each year in 
a 4-mile reach at Malaga Bend by leakage of concentrated brine from 
the underlying artesian aquifer. 

To make matters worse, during the past few years a drought has 
existed on the Pecos. The runoff for the calendar years 1951, 1952, 
and 1953 has been only 19.0 percent of the long-time average. Un- 
fortunately nature has turned off the water but not the salt. 

When the Pecos River Compact Commission of the States of New 
Mexico and Texas negotiated a compact, these matters and others 
were fully acknowledged. After years of negotiation a compact was 
siened in Santa Fe on December 3, 1948. The Congress of the 
United States gave its consent to the Pecos River compact by Public 
Law 91, 8lst Congress, Ist session. The following is quoted from 
article IV of the compact: 

(a2) New Mexico and Texas shall cooperate to support 
legislation for the authorization and construction of projects 
to eliminate nonbeneficial consumption of water. 

(b) New Mexico and Texas shall cooperate with agencies 
of the United States to devise and effectuate means of 
alleviating the salinity conditions of the Pecos River. 


These provisions indicate plainly that the commission had in min 
at the time it negotiated the compact a program to take care of these 
two situations to the extent possible. 

An interstate administrative agency to be known as the Pecos 
River Commission was created in accordance with article V of the 
compact. ‘This commission has studied the problems of nonbene- 
ficial water consumption and salt contamination. 

Detailed information adequate to serve as the basis of an action 
program is available at this time only for the water loss problem in 
the McMillan Delta and the salt contamination problem at Malaga 
Bend. ‘The pressing need for immediate cabana measures in these 
2 areas has prompted the Pecos River Commission to submit this 
report containing recommendations for measures that would alleviate 
these 2 problems, and would be the initial phase of a water salvage 
and salinity alleviation program for the basin. Additional units 
will be considered as data becomes available. 

A report by the Commissioner of Reclamation to the Pecos River 
Commission presents a plan for a water salvage channel through the 
MeMillan Delta. 

A report by the Ground Water and Quality of Water Branches of 
the Water Resources Division, United States Geological Survey, 


peeeoins a plan to alleviate the brine contamination at Malaga 
end also has been made. 


GENERAL BASIN DESCRIPTION 


The Pecos River rises in the high Sangre de Cristo Mountains north- 
east of Santa Fe, N. Mex., at an elevation of around 13,000 feet. 
From its headwaters the river flows in a southeasterly direction, drop- 
ping rapidly through deep narrow canyons and gorges to an elevation 
of approximately 4,300 feet at Alamogordo Reservoir near Fort 
Sumner, the principal storage reservoir for the Carlsbad reclamation 
project. This reach is commonly considered the upper basin and is 
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predominantly mountainous in character. The principal tributaries 
are Cow Creek, Tecolote Creek, and the Gallinas River. 

Near Fort Sumner. the river swings southward, flowing through 
broad rolling plains for about 225 river miles to a point north of 
Carlsbad where the valley narrows. This reach of the river is char 
acterized by a flatter gradient then ‘the upper basin, and contains the 
Roswell-Artesia area. Near Carlsbad the hills recede on either side, 
forming another broad valley which extends for about 20 miles down. 
stream to Malaga. This valley contains the Carlsbad reclamation 
project. Below “Malaga the river is confined to a narrow channel 
until it reaches the backwater of the Red Bluff Reservoir a few miles 
above the New Mexico-Texas State line. The reach of stream from 
Alamogordo Dam to the State line is known as the middle basin, 
East of the river, the escarpment of the Great Plains rises abruptly 
to define the eastern ee To the west, a wide plain extends 
to the base of the Jicarilla, Capitan, Sacramento, and Guadalupe 
Mountains. The major tributaries in this section have their source in 
these mountains and include the Rio Hondo, Rio Felix, and Rio 
Penasco. 

The reach of the river from the New Mexico-Texas State line to 
Girvin, Tex., is referred to as the lower basin and consists of a broad 
expanse of rolling plains some 125 miles long bounded on the west by 
the Davis Mountains. Toyah and Limpia Creeks originate on the 
astern slope of these mountains and enter the plains 30 or 40 miles 
from the river. Near Balmorhea, and also near Fort Stockton, 
groups of large springs provide limited supplies of irrigation water. 

FP clow Girvin, the v alley gradually narrows to form a gorge through 
which the river descends until it reaches its confluence with the Rio 
Grande 100 miles downstream near Comstock, Tex 

Formation of the Pecos Basin was largely due to dissolution rather 
than erosion. At the end of the Pliocene epoch, broad alluvial plains 
extended from west Texas to the foot of the Rocky Mountains, and 
major streams flowed to the east into the present-day drainage courses 
of the eastward flowing streams. As precipitation diminished and 
streamflows decreased in the headwaters of these streams, depositional 
material started dissolving, thereby creating a series of sinks and 
depressions extending in a north-south direction. Aided by headward 
erosion from the south, the channel was formed which resulted in the 
present-day basin. 


FINDINGS OF THE COMMITTEE 


The committee finds that the conditions described justify authoriza- 
tion of nonreimbursable appropriations to defray the construction 
costs indicated. The continuing water losses through salt cedar 
infestations, plus the ravages of continuing drought, threaten the 
economy of the Pecos River Basin and justify the recommendations 
reflected in the resolution. The beneiit cost ratio is 1.6 to 1. Prece- 
dent exists for this authorization in connection with the Middle Rio 
Grande project authorization in the Flood Control Act of 1948. 

The committee recommends passage of the resolution. 
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COMMENTS OF EXECUTIVE AGENCIES 


The comments of the Department of the Interior and the Bureau 
of the Budget are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 12, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Murray: A report has been requested from this 
Department on the joint resolution (S. J. Res. 39) to authorize the 
construction of certain water-conservation projects to provide for @ 
more adequate supply of water for irrigation purposes in the Pecos 
River Basin, N. Mex. and Tex. Certain specific information with 
respect to this proposed undertaking was also requested in your letter 
of January 30. 

Subject to your committee’s consideration of the matters set out 
in this report, we would not object to enactment of the joint resolution. 

If enacted, Senate Joint Resolution 39 would authorize this Depart- 
ment to construct (1) a channel to convey flows of the Pecos River 
below Alamogordo Dam through the delta at the head of McMillan 
Reservoir, a levee and cleared ‘floodw ay through the delta, and spur 
drains from the delta; and (2) works for the alleviation of salinity 
arising in the Malaga Bend area of the Pecos River Basin. Con- 
struction of the first group of works just listed is conditioned upon 
assurance of local acquisition of necessary rights-of-way, effectuation 
of highway changes, construction of necessary bridges and an access 
road to the channel, and payment of operation and maintenance costs. 
Clearance of the floodway is further conditioned on replacement of 
terminal storage in McMillan Reservoir lost because of the floodway. 
Construction of the second group of works is conditioned upon as- 
surance of local acquisition of necessary rights-of-way and payment of 
operation and maintenance costs. 

McMillan Reservoir was constructed by private interests in the 
1890’s, and was acquired by the Government in 1906 in connection 
with its construction of the Carlsbad reclamation project. Sediment 
depositions have required two enlargements of the original structure. 
MeMillan Reservoir has also been supplemented by Alamogordo 
Reservoir. A delta area of about 13,500 acres has built up at the 
head of McMillan, most of which is heavily infested with salt cedars, 
tules, and other phreatophytic growths. The Pecos River lacks a 
clearly defined channel through the delta. Its flows are badly dis- 
persed, causing substantial quantities of water to be wasted through 
evaporation and transporation. 

The plan for a channel through the delta and for related works was 
proposed by the Pecos River ‘Commission several years ago. The 
engineering and economic aspects of the plan have ‘been studied by 
the Bureau of Reclamation in cooperation with the commission and 
other interests. This Department’s findings with respect thereto are 
set forth in House Document No. 429, 8 84th C ongress, entitled ‘“Mec- 
Millan Delta Project, Pecos River Basin, N. Mex.,” referred to in 
section 1 of the joint resolution. 
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Briefly stated, the findings in that report were that the proposed 
channel (approximately 16 miles in length and with a capacity of 
1,500 cubic feet per second) would salvage an annual average of about 
25,000 acre-feet of water that is now being consumed nonbeneficially 
by phreatophytes in the delt: a area; that the construction cost of the 
works proposed (including c a nee of the floodway but excluding 

1 ] ( 


the spur drains Propos ed in S. J. isa: 39) wou d be about $2,161,000 
on the basis of September 195 pes s; that this entire amount would 
be properly sickle to irrig ation; and that the ratio of direct benefits 


to costs would be about 1.6 to 1.0. 

Further study, based principally on a reconnaissance location of the 
spur drains and on anticipated drainage of surface ponds and marshes 
with only minor subsurface effects, indicated that their cost would 
be about $110,000. Of that amount, an estimated $3,000 would be 
for rights-of-wav the cost of which would be borne by the States of 
New Mexico and Texas. An estimated annual operation and mainte- 
nance cost of about $2,500 would also be borne by the States 

On the basis of January 1957 prices, the cost of constructing the 
proposed channel and spur drains is estimated to be about $2,600,000. 

The additional cost for the spur drains and the increase in total 
construction cost would not adversely atfect the project’s benefit-cost 
ratio of 1.6 as determined in House Document No. 429. Analysis 
indicates that the minimum water salvage to be expected from the 
spur drains would increase the estimated annual direct benefits for 
the project and compensate for the increase in annual project costs to 
such extent that the benefit-cost ratio would remain approximately 
the same as before. 

Senate Joint Resolution 39 provides that prior to construction of 
the water salvage channel the Secretary shall, unless clearance of the 
floodway is then assured, analyze the adequacy of the designed flood- 
way levee and make such new designs therefor as will assure substan- 
tially the same standards of flood protection as would be achieved by 
the presently contemplated levee with a cleared floodway. The 
necessary studies and negotiations can be accomplished as part of the 
preconstruction activities after project authorization. Plans con- 
templated to accomplish those purposes will salvage somewhat less 
water but do not affect significantly the project feasibility. 

Without benefit of detailed preconstruction-type studies, the best 
opinion is that with nonclearance of the floodway the height of the 
proposed levee should be raised or the project design otherwise modi- 
fied to provide adequate protection to the water salvage channel. 
Recent analyses indicate that the maximum modification, consisting 
of raising of the levee, can be accomplished at about the same cost as 
that of clearing the floodway. If the levee were not raised at all, 
there would be an increase in the risks involved and increased opera- 
tion and maintenance costs. A balance, therefore, must be struck 
between the annual costs of construction and those of operation and 
maintenance associated with varying degrees of protection. 

Construction of the conveyance chennel would likely have an 
adverse effect on McMillan Reservoir through increasing the deple- 
tion of its storage capacity. For analysis purposes, it has been as- 
sumed that the adverse effects can be assigned a monctary value of 
$75,000 annually on the basis of the estimated cost to remove the 
sadinat from the reservoir by dredging. Although that measure of 
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the adverse effects is believed to be far in excess of the negative 
benefits that will actually accrue, the project benefit-cost ratio never- 
theless remains greater than unity. 

Of the estimated cost of $2,600,000 at present prices about $2,220,000 
will, under the terms of Senate Joint Resolution 39, be borne by the 
Federal Government. Expenditures will be spread over a 2-year 
period. The remaining $380,000 covers right-of-way acquisitions, 
highway revision, and an access road which will be borne locally. 

The total estimated cost, however, does not include the cost, if any, 
of ae replacement of the ¢ ‘arlsbs id Irrigation District’s terminal 
storage. Although the joint resolution makes it clear that provision 
for such replacement is a condition precedent to clearing the flood- 
way, it leaves uncertain whether it is to be undertaken locally or 
under a later Federal authorization. The replacement problem is 
being studied separately as a part of a continuing investigation in the 
Pecos River Basin to formulate a comprehensive basin plan and to 
study opportunities for further salvage of water and for development 
of additional terminal storage capacity. The works proposed in 
Senate Joint Resolution 39 would comprise a unit of and be com- 
yatible with any comprehensive plan of water conservation formu- 
fated for the basin. 

A reconnaissance appraisal of the repayment capacity of the bene- 
ficiaries of the works proposed in Senate Joint Resolution 39 has been 
made which indicates that the potential users of the salvaged water 
supply will probably not have the ability to repay the construction 
costs indicated in House Document No. 429 and Senate Joint Reso- 
lution 39. 

Repayment capacity was appraised on the basis of the standard 
farm budget procedure adopted by the Bureau of Reclamation and 
used for other project studies. In substance, it involves a study of 
farm income and costs on typical irrigated farms to determine the 
net farm income remaining after payment of all fixed and annual farm 
costs and providing for a reasonable family living. The residual net 
farm income is considered payment capacity for irrigation water 
charges. On the basis of those reconnaissance studies the weighted 
average per acre payment capacity for the Carlsbad project is esti- 
mated roughly at about $19.22, which represents the maximum that 
could be available to pay for all project water under favorable con- 
ditions and with a full water supply. Adjustment of that figure, 
however, for several adverse factors such as the improbability of full 
supply because of gradual deterioration of storage capacity by sedi- 
mentation, jeopardy of supply because of drought conditions ,and 
other similar counteractive effec ‘ts, results in an average payment 
capacity of about $14.40 per acre. 

The Carlsbad Irrigation District is repaying its capital obligation 
to the United States at an average rate of $2.60 per irrigable acre. 
Its average operation and maintenance cost is estimated at $6.50 per 
acre. F ollowing formulation of a plan by the Bureau of Reclamation 
in 1950, the district began rehabilitation of its works as a part of 
project operation and maintenance. Only a limited part of the 
program has been accomplished since water shortages necessitated 
economy in expenditures for this purpose. Resumption of this 
activity as soon as possible is called for. The estimated cost involved 
is $5.30 per acre. Annual expenditures to meet the three foregoing 
costs practically consume the total estimated payment capacity of the 
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district’s water users. By the time the rehabilitation work is com- 
pleted the existing reservoir storage capacities will be greatly reduced 
by sedimentation, and replacement storage (provision of which is 
presently estimated, on a reconnaissance basis, to cost about $6.85 
per acre) will be needed by the project. As the need for rehabilitation 
of the distribution system and replacement storage must be satisfied 
if the project is to continue to operate, the Carlsbad project appears 
to be lacking in capacity to pay the cost of the works proposed in 
Senate Joint Resolution 39. 

An evaluation of the repayment capacity of the Red Bluff project, 
Texas—a non-Federal undertaking—similarly indicates that its 
diversion and distribution system is in need of rehabilitation and that 
the water users have a very low income and cannot meet existing 
obligations except on a substandard family living. This is due to the 
poor quality of the water available, the deteriorated condition of the 
irrigation system, and water shortages. The works proposed in the 
joint resolution would mitigate the water shortages and improve the 
water supply to some extent, but it could not result in sufficient 
increase in agricultural income to permit a reasonable family living 
allowance and payment of any costs of constructing those works. 
Rehabilitation of the Red Bluff project system would result in increas- 
ing the agricultural income by an estimated $6.65 per acre. but such 
increase would be insufficient to permit payment of the costs of that 
contemplated rehabilitation, much less any part of the construction 
costs of the McMillan Delta project. 

The salinity alleviation works proposed in section 2 of Senate joint 
resolution 39 are based on an investigation begun in 1951 by the 
Geological Survey in cooperation with the Pecos River Commission 
to study means of improving the poor quality of water which is a very 
troublesome and equally serious problem in the basin. ‘The objective 
of that investigation was to determine a feasible means of eliminating 
the inflow of highly mineralized waters in the Malaga Bend reach of 
the Pecos River. About 420 tons of dissolved minerals, of which 
about 370 tons is common salt, is added daily to to the mineral load 
of the river through seeps and springs along a 3-mile stretch in the 
Malaga Bend. 

The report of that investigation finds it feasible to short-circuit 
the natural discharge of brine from the salt springs into the river. 
The corrective program, necessar ily regarded as experimental but with 
a fair chance of success hydraulically, contemplates controlled pump- 
ing of one or two properly located wells drilled in the basal brine 
aquifer to prevent movement of the brine into the alluvium. The 
pumped brine would be transported into the nearby Queen Lake 
depression where it could be stored and evaporated. 

Under the pregram the load of sodium chloride (common salt) in 
the Pecos River between Malaga and Pierce Crossing would, it is 
expected, be reduced by an average of 370 tons per day. ‘This repre- 
sents a reduction in average annual salt load at Pierce Crossing from 
about 30 to as much as 60 percent, depending on streamflow. Other 
chemical characteristics, particularly percentage of sodium, that now 
affect water entering Ked Bluff Reservoir wouid improve also. 
Although the total improvement is limited by the quality of the water 
entering the Malaga Bend area—a quality which restricts its use to 
irrigation of salt-tolerant crops—substantial improvement in_ the 
quality of the water reaching Red Bluff Reservoir would result from 
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the proposed elimination of the inflow of brine. Such improvement 
would permit a part of the formerly irrigated lands downstream now 
now lying idle to be returned to irrigation and thus bring some relief 
to the severe economic distress being experienced by those landowners. 

The estimated construction and annual operation and maintenance 
costs of the works are stated in the preamble of the joint resolution to 
be $150,000 and $4,300, respectively. As indicated above, the local 
beneficiaries do not have suficient payment capacity to repay the 
costs of these proposed improvements. 

While it is generally not our policy, and is not usually in the public 
interest, to construct nonreimbursable Federal reclamation projects, 
the administration desires to encourage all programs to conserve 
water, one of our most precious resources. This Department is aware 
that the water users in the project area are victims of one of the most 
severe droughts of record. We recognize that the improvements pro- 
posed in Senate Joint Resolution 39 would be beneficial in bringing 
relief to the area and would help to stabilize the local economy. The 
proposed State and local participation in the costs is limited to pay- 
ment of right-of-way, highway relocation, and bridge and access road 
costs and to operation and maintenance of the works. The findings 
set forth above show that the local beneficiaries do not have sufficient 
capacity to repay the remaining cost of constructing the improvements. 
In the extraordinary circumstances of this case, if the Congress wishes 
to give favorable consideration to enactment of Senate Joint Resolu- 
tion 39, we would not object. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Acting Secretary of the Interior. 


Estimated additional man-years of civilian employment and expenditures for the 
first 5 years of proposed new or expended programs 












































| 1958 | 1959 1 age 
Estimated additional man-years of civilian employment: 
Executive direction: 
Executive DP Gncnidphh inhi dite adn edeetaa acon aie 0.8 1.9 10 
COGN eh otek ss ec dccdceiediaekinadaded .8 1.0 Lo 
Total, executive direction.........................-- 1.6 | 2.0} 20 
Administrative services and support: 
Accountant 7 nbveshpctdeplen Gade Gihitaiicdiegitde lial 8 1.0 10 
Nk cate Ae ee a a 8 1.0 1.0 
Poaerey MR ee Be ee 5 1.0 1.0 
Total. administrative services and support.........- 21} 3.0 3.0 
Substantive (program): 
TI 3.0 7.0 5.3 
I a ne a ek ay 8.0 7.0 6.0 
WOON doo cawnctacheeesceccnkicattibinsesauaal  .. 2 FD Riictiniineinetiete eames 
OT TI a cicirecle tances tanta dain aes 11.2 | 149 11.3 
Total, estimated additional man-years of civilian | 
NN i 14.9 | 19.0 | 16.3 
Estimated additionat expenditures: 
NG MOU $88, 000 $116, 000 $90, V00 
NING, eink dwdddcoudetscceuckniccadés abate. 212, 000 884, 000 706, 000 
Total. estimated additional expenditures.............--- 300, 000 | 1, 000, 000 796, 000 


acta ee ee 
' Anticipate completion in fiscal year 1960. 
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EX&cuTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 11, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your letters of 
January 28 and 30, 1957, requesting the comments of the Bureau of 
the Budget on Senate Joint Kesolution 39, to authorize the construe- 
tion of certain water conservation projects to provide for a more 
adequate supply of water for irrigation purposes in the Pecos River 
Basin, N. Mex. and Tex. 

T he purpose of Senate Joint Resolution 39 is to authorize the Secre- 
tary of the Interior to construct on a nonreimbursable basis water 
salvage works in the Lake McMillan Delta area and a salinity allevia- 
tion project on the Pecos River in the vicinity of Malaga Bend. The 
estimated construction costs of the proposed improvements are stated 
to be $2,271,000 and $150,000, respectively. Construction would be 
contingent upon receipt! of assurances that State or local agencies 
would furnish rights-of-way, make highway changes including neces- 
sary bridge construction, provide an access road to the water salvage 
channel, and operate and maintain the works. 

The Department of the Interior in its proposed report on Senate 
Joint Resolution 39 notes that, on the basis of current prices, the total 
cost of the channel project exclusive of the cost, if any, of providing 
replacement of the Carlsbad Irrigation District’s terminal storage is 
estimated at $2,600,000. Of the total cost, under the terms of the 
resolution, $2,220,000 would be the Federal share and $380,000 would 
be non-Federal. On the basis of a reconnaissance appraisal, the De- 
partment is of the opinion that the water users will probably not be 
able to repay the construction costs, all of which are allocated to 
irrigation. 

The Department states that in view of the relief the proposed im- 
provements would bring to the drought-stricken project area it would 
not object to enactment of the resolution despite the fact that the 
Federal costs would be nonreimbursable. 

The Bureau of the Budget believes that Federal construction of 
irrigation projects having clear economic feasibility may in certain 
cases be desirable even though all normally reimbursable costs can- 
not be repaid. In the absence of an affirmative recommendation by 
the Department of the Interior, we are unable to recommend enact- 
ment of Senate Joint Resolution 39, although we recognize that there 
are extraordinary circumstances in this case which may lead the Con- 
gress to consider the resolution favorably. 

Sincerely yours, 


A. R. Jones, Deputy Director. 


O 
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CONSTRUCTION BY THE SECRETARY OF THE INTERIOR 
OF THE SAN ANGELO FEDERAL RECLAMATION PROJ- 
ECT, TEXAS 


Marcu 27 (legislative day, Marcu 26), 1957.—Ordered to be printed 


Mr. AnprErRsON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 42) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 42) to provide for the construction by the Secretary 
of the Interior of the San Angelo Federal reclamation project, Texas, 
and for other purposes, having considered the same report favorabl 
thereon with an amendment and recommend that the bill, as ad, 
do pass. 

The amendment is as follows: 

Page 4, line 2, strike period, insert colon, and add the following: 


Provided, That for a period of ten years from the date of 
enactment of this Act, no water from any participating proj- 
ect authorized by this Act shall be delivered to any water 
user for the production on newly irrigated lands of any basic 
agricultural commodity, as defined in the Agricultural Act 
of 1949, or any amendment thereof, if the total supply of 
such commodity for the marketing year in which the bulk of 
the crop would normally be marketed is in excess of the nor- 
mal supply as defined in section 301 (b) (10) of the Agricul- 
tural Adjustment Act of 1938, as amended, unless the Secre- 
tary of Agriculture calls for an increase in production of such 
commodity in the interest of national security. 


PROJECT FEASIBILITY STRENGTHENED 


On July 17, 1956, the committee reported S. 3728 (84th Cong., 2d 
sess.), in all essential respects identical to S. 42. The Senate on 
July 20, 1956, passed the bill without a dissenting vote. 

Since that decision of the Senate, the feasibility of the project has 
been strengthened by an action of the Colorado River Commission of 


86006 


i 
ay 


Leese 


ten eet 





2 SAN ANGELO FEDERAL RECLAMATION PROJECT, TEXAS 


Texas. The commission which has jurisdiction over the Concho River, 
a tributary of the Colorado River of Texas, has agreed to the subordina- 
tion of certain water rights in connection with the o operation of the San 
Angelo project. 

Based on benefit-cost ratios, the feasibility of the San Angelo project 
was already among the highest of any reclamation project proposed 
for authorization by the Congress. The action of the Texas Colorado 
River Commission therefore adds materially to the justification for the 
development. 

Further, continuance of the critical drought in the San Angelo 
area has given further emphasis to the urgency for further water 
conservation developments in the area. The San Angelo project will 
materially aid in storing additional floodwaters of the Concho River in 
season and making them available for supplemental irrigation, aug- 
mented municipal water supplies and protection for fish and wildlife 
resources as well as recreation. 

The committee is of the view that the allocation of costs to fish and 
wildlife purposes should reflect the value of these resources to the area, 
and the State of Texas, as well as the national significance. 

Hearings on 8. 42 were held on March 13, 1957, and on S. 3728 on 
June 27, 1956. Witnesses included representatives of the Depart- 
ment of the Interior, New Mexico and Texas interests, and Members 
of Congress. All testimony favored authorization of the project. 


LOCATION AND DESCRIPTION OF THE PROJECT 


The San Angelo project is a multiple-purpose water resource 
development in the Concho River Basin in central Texas. It is 
located in Tom Green County on the Concho River, a tributary of the 
‘ olorado River of Texas, about 200 miles northwest of Austin and 

San Antonio and about the same distance southwest of Fort Worth. 

The purpose of the project is to provide additional storage capacity 
in the Concho River system for irrigation, municipal water supply, 
flood control, recreation, and fish and wildlife purposes. 

Maximum utilization of the available water supply and productive 
land of the area is the predominant objective of the development. 

The San Angelo area and the city itself have been confronted by 
flash floods of disastrous proportions and additional flood protection 
is required to protect urban as well as rural property, including agri- 
cultural lands. On the other hand, long periods of rainfall deficiency, 
with occasional extreme drought, impair the agricultural economy of 
the region and are a constant threat to municipal water supplies for 
domestic, municipal and industrial purposes. 

Additional recreational opportunities and enhancement of the fish 
and wildlife potentials of the Concho Basin are vital to the needs of 
the San Angelo area within a radius of 100 miles of the city. 


FEATURES OF THE DEVELOPMENT 


The principal features of the development are as follows: 

Twin Buttes Dam and Reservoir, with maximum capacity of 
810,000 acre-feet to span both Middle and South Concho Rivers. 
The controlled stor age would be about 600,000 acre-feet. Of the total 
capacity, 150,000 acre-feet would be allocated to conservation ; 430,000 
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acre-feet to flood control, 214,000 acre-feet to surcharge capacity, 
and 16,000 acre-feet to other purposes. 

Operations of the existing San Angelo and Nasworthy Dams and 
Reservoirs would be coordinated with the Twin Buttes facility. The 
only modification in the existing structures would be additional outlet 
works at Nasworthy Dam for irrigation releases. 

The irrigation system would include a main canal, laterals and 
drainage works to serve 10,000 acres of highly productive land on the 
south side of the Concho River downstream from the city of San 
Angelo. 

Integrated operation of the three dams and reservoirs will be essen- 
tial to optimum use of the available water supply for irrigation and 
municipal supplies. The city of San Angelo has existing facilities to 
convey added water into the municipal system without construction 
of additional facilities as a part of the project. 

Flood-control operations of the project would be in accordance with 
regulations of the Corps of Engineers. 

Minimum recreation facilities estimated to cost $60,000 are included 
in the project plan. 


FISH AND WILDLIFE ALLOCATION 


Fish and wildlife potentials will be greatly augmented by the project. 
Additional investigations are recommended to determine the extent 
and character of the facilities required to realize the full benefits from 
this resource. Pending the results of these investigations, final deter- 
minations with respect to fish and wildlife facilities are deferred. 
However, the estimated cost of any additional facilities are included 
in the total estimated project cost of $30 million, authorization for 
which is recommended. 

In keeping with precedents established by the Congress, the alloca- 
tion of project costs attributable to fish ‘and wildlife purposes are 
classified as nonreimbursable. The amounts so allocated is $3,440,000. 


FLOOD-CONTROL ALLOCATION 


The district engineer of the Corps of Engineers, Department of the 
Army, finds the total annual flood-control benefits creditable to the 
proposed Twin Buttes Reservoir at $399,500 annually. Under the 
separable costs remaining benefits method of computing cost alloca- 
tions, the flood-control allocation is $10,500,000 with consideration 
for a fish-and-wildlife allocation. Without the latter, the flood-control 
allocation is $10,740,000. 

On the basis of the report of the corps’ district engineer and the 
present worth of the annual benefits for a 100-year period as the 
period of analysis, a flood-control allocation of from $10,500,000 to 
$10,740,000 is fully justified. 

The Corps of Engineers estimates that the local interests should 
make a contribution of $350,000 toward the cost of the project con- 
struction costs. Appropriate arrangements should be made by the 
contracting organizations to make the payment to the Federal Treas- 
ury in cash or through the donation of the equivalent value in land 
right-of-way or other tangible method. 
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IRRIGATION DEVELOPMENT 


The 10,000 acres of the irrigable area selected for service under the 
San Angelo project would produce, under irrigation, more than twice 
in value the crops that could be produced without the project. The 
principal crops to be produced under irrigation are cotton lint, cotton- 
seed, alfalfa and hay, little of which is now produced; grain sorghum, 
oats, pasture, forage sorghum. During a 50-year period it is estimated 
that the irrigation features of the project would create new net income 
in San Angelo and vicinity of more than $102 million, of which about 
$72 million would be new net nonfarm income within the city of 
San Angelo. Employment both in agriculture and in service opera- 
tions in the city and vicinity would be substantially increased. 

The annual rainfall in the area approximates an average of 18 
inches. The project would divert an average of 1.9 acre-feet during 
the irrigation season and provide an average of 1 acre-foot additional 
for the production of crops. The estimated annual repayment 
capacity per acre of the lands to be irrigated is $15.85 per acre, 
The estimated annual operation and maintenance and replacement 
cost per acre is $2.50, leaving the average amortization capacity per 
acre at $13.35. The assumed annual construction cost per acre 
would be approximately $10. 


BENEFIT-COST RATIOS FAVORABLE 


The benefit-cost ratios of the San Angelo project are among the 
most favorable of any project that has been proposed to the Congress 
in recent years. ‘This is true under the assumption that the periods 
of analysis are either 100 years or 50 years. 

The benefit cost comparisons are as follows: 








100-year 50-year 
period period 





DEN So oon chanakobubebnacsscannenweeebdbendvins beanbnnabneenenns $1, 263, 000 $1, 293, 000 


a SR A re bl eke $950, 000 $1, 031, 000 
CR oe ak Lee 2 oad eeek be ameaemtone | 1. 36 1. 25 
nN nee LEE SS OD PRI EH LG | $2,319, 000 $2, 328, 000 
I os «st chiinmchtadieninnentnintilalieamtinlawdinnttininarnwaninte-aipinnih $950, 000 $1, 031, 000 
Benefit-cost ratio..........--- Mikio ksscdsebima enna reilen aanaagieten duane 2. 44 2. 26 





COST ALLOCATIONS 


A summary of the cost allocations which the Commissioner of 
Reclamation recommends under date of June 29, 1956, which were 
approved, and adopted by the Secretary of the Interior as his proposed 
report on the plan of development for the San Angelo project, are 
presented on two bases. 

With an allocation to fish and wildlife the distribution of the costs 
would be as follows: 
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Nonreim- Reimburs- Total 

bursable able 

MONT GROTEE so co innns nsddsicacconsecsntddedceabicheeued 0 $6, 100, 000 $6, 100, 000 
REID « 35:5) - nike bbdokaccndhwabskudsigdnbebieaaneeeaebed 0 9, 900, 000 9, 900, 000 
PE INE <. ndundodbcasiniocouncemenecabtashendiaedeaanameel $10, 500, 000 0 10, 500, 000 
OE Lo sc cth debedonticdnaduchnnnckidtabeneekbhiiwede 60, 000 0 60, 000 
BE FG WIE. coiicanncccisccsncsnscdenbanoasedocseeansen 3, 440, 000 0 3, 440, 000 
ON att ena ldete eeteeieeee 14, 000, 000 | 16,000,000 | 30, 000, 000 


Without an allocation to fish and wildlife the distribution would be 
as follows: 








Nonreim- | Reimburs- Total 
bursable able 
RI SRI... nn crisccdidsoncticnviavuaiiidsdld ctdideaad 0 $7, 600, 000 $7, 600, 000 
SII 1. x cissstanhdeinad desibienanhe ati einie dki-dabinivcemebauiniabaiaiaat catenin 0 11, 600, 000 11, 600, 000 
ee NN Oe ee eos nn ch dbeahiieeceen $10, 740, 000 0 10, 740, 000 
DIE... «5 cdscabidiciintdidbbdsachetniebbdbsidseussiaiac see 60, 000 0 60, 000 
ett tit bl as ea | 10, 800, 000 | 19, 200,000 | 30, 000, 000 


REPAYMENT PROPOSALS 


The construction costs allocated to municipal water are to be 
repaid to the United States within a 40-year period with interest at 
a rate equal to the average paid by the Government on long-term 
loans. 

The irrigation-water users over a period of 40 years following an 
estimated 5-year development period for project lands would repay 
approximately $4 million of the irrigation allocation in that period. 
The rate would be approximately $10 an acre. 

Under the repayment arrangements proposed the city of San Angelo 
would assume the payment of the remainder of the irrigation costs 
or from $6,500,000 to $7,500,000 over a period of 40 years without 
interest. The city has indicated its willingness to assume the obliga- 
tion to repay the irrigation costs beyond the ability of the water users 
to repay. 

In any event the bill requires repayment contracts covering all of 
the reimbursable costs in advance of construction of the project. 


WATER SUPPLY ASSURANCE 


A review of the water supply available to the San Angelo project 
indicates that the additional facilities through the Twin Buttes 
Reservoir will store and carry over sufficient water to equalize the 
erratic streamflow of the Concho River. The Lower Colorado River 
Authority of Texas has obtained certain permits from the State’s 
board of water engineers, that far exceed the present consumptive 
use of the authority’s operations on the main stem of the river, and 
the annual residual discharge into the Gulf of Mexico is substantial. 
From available hydrological data, it is concluded that the water sup- 
ply for the San Angelo project is sufficient except that a serious prob- 
lem might be presented in the event of an extended critical dry period. 
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SPONSORS OF AND HEARINGS ON THE BILL 


S. 3728 was sponsored by Senator Lyndon Johnson of Texas for 
himself and his colleague, Senator Price Daniel. A companion bill 
(H. R. 10803), sponsored by Representative O. C. Fisher, of Texas, 
is pending before the Interior and Insular Affairs Committee of the 
House. 

Hearings were held on the bill by this committee on June 26, 
1956, at which the sponsors and representatives of the city of San 
Angelo and agricultural interests gave their unanimous support to 
the measure. Spokesmen for the Bureau of Reclamation on behalf 
of the Department of the Interior testified in favor of the project. 


COMMITTEE’S RECOMMENDATION 


The committee recommends the ponmnge: - S. 3728. It finds that 
the benefit-cost ratio on either a 50-year or 100-year basis is above 
the average of reclamation projects sauna anywhere in the West. 

The multiple- -purpose objectives of flood control, irrigation, munici- 
pal water, recreation and fish and wildlife features are in complete 
keeping with the program provided for in the Reclamation Project 
Act of 1939. 

The project plan, developed by the Bureau of Reclamation, has 
been reviewed by the district engineer of the Corps of Engineers, the 
National Park Service, the Fish ‘and Wildlife Service, the "Texas Fish 
and Game Commission, and local agencies. 

The proposed report dated June 29, 1956, of the Acting Commis- 
sioner, Bureau of Reclamation, was approved and adopted by the 
Sec retary of the Interior on July 5, 1956. 

On the basis of the report, the committee recommends passage of 
the bill authorizing the San Angelo project. 


REPORTS OF DEPARTMENT OF THE INTERIOR 


The project report of the Bureau of Reclamation adopted and 
approved by the Secretary of the Interior and a subsequent report by 
the Department, cleared by the Bureau of the Budget, are as follows: 


DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
Washington, D. C., June 29, 1956. 

The SecRETARY OF THE INTERIOR. 

Sir: This is my proposed report on the potential San Angelo project, 
a multiple- purpose water-resource development in the Concho River 
Basin in Texas. The proposed report is based on and includes the 
accompanying report of the regional director, Amarillo, Tex., dated 
March 9, 1956, and appended reports of the Corps of Engineers, 
National Park Service, and Fish and Wildlife Service. 

The proposed plan of development is directed toward optimum 
utilization of the available water and land resources of the area near 
San Angelo, Tex. It contemplates the construction of project facil- 
ities to provide water supply for municipal purposes, irrigation, fish 
and wildlife, and recreation. The proposed project works, operated 
in conjunction with the existing facilities in the Concho River Basin, 
would complete the program necessary for flood protection in the 
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vicinity of San Angelo. Construction of the project for those pur- 
poses is engineeringly feasible and economically justified in that the 
evaluated annual total benefits exceed the estimated annual costs in 
a ratio of more than 2 to 1. If direct benefits only are considered for 
a 50-year period of analysis, the ratio would be about 1.25 to 1. 

The primary problem plaguing the general San Angelo area results 
from the hazards and limitations which occur from long periods of 
rainfall deficiency and occasional extreme drought. The city of San 
Angelo, with its rapidly expanding population, requires additional 
water supplies for municipal use. The flood plain of the Concho 
River system, which includes a portion of the city of San Angelo, is in 
need of additional flood-control regulation to eliminate the hazard of 
flooding from the South Concho River. Development of the economic 
potential of the arable lands adjoining San Angelo through irrigation 
is needed in stabilizing the agricultural production in the local trade 
area. Development of additional recreation and fish and wildlife 
potentials is desirable to satisfy the needs of an area within a radius 
of about 100 miles from the city of San Angelo. 

To solve this problem it is necessary that the available streamflows 
be converted from a constant menace to a reliable asset of the inter- 
dependent urban and rural economy through provision of needed regu- 
latory and other works. Accordingly, the plan of development for 
the San Angelo project is designed to mitigate those hazards and limi- 
tations, and permit realization of the full economic potential of the 
area. 

The Twin Buttes Dam and Reservoir will be the principal new 
project feature. The dam site which spans both the Middle and 
South Concho Rivers is just west of Lake Nasworthy and the San 
Angelo municipal airport. The reservoir will impound the flows of 
the Middle Concho, Spring Creek, and South Concho River. It will 
have a total maximum capacity of 810,000 acre-feet, of which 150,000 
acre-feet are allocated to conservation, 430,000 acre-feet to flood 
control, 214,000 acre-feet to surcharge capacity, and 16,000 acre-feet 
to other purposes. The capacity at top of controlled storage would 
be about 600,000 acre-feet. 

The existing San Angelo Dam and Reservoir and Nasworthy Dam 
and Reservoir are essential elements in the combined operation for 
the proposed project. No modification in their works is contemplated 
other than provision of an additional outlet structure near the extreme 
south end of Nasworthy Dam for release of water into the proposed 
irrigation system. 

A complete irrigation system consisting of a main canal, laterals, 
and drainage works is proposed for distribution of irrigation water 
to 10,000 acres of land on the south side of the Concho River immedi- 
ately downstream from San Angelo. Integrated operation of the 
potential Twin Buttes and existing San Angelo Reservoirs would also 
be essential to optimum use of the flows of the North and South 
Concho Rivers and realization of the irrigation potential as contem- 
plated under the plan of development. 

The integrated operation would increase the firm annual water 
supply available to San Angelo for municipal use from the estimated 
firm vield of the existing Nasworthy and San Angelo Reservoirs of 
15,000 acre-feet to 29,000 acre-feet, the estimated year 2010 municipal 
requirements. Under the plan of operation, municipal water de- 
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mands would be met first, from any flows in excess of those which 
could be retained in the conservation capacity, second by release of 
conservation storage in San Angelo reservoir, and last, by release of 
conservation storage in the proposed Twin Buttes Reservoir. All 
the necessary facilities for conveying released water to the city 
waterworks system are already in existence. No additions or modi- 
fications will need to be constructed as part of the San Angelo project. 

The plan of development contemplates that the San Angelo Reser- 
voir will control floods originating upstream on Concho River and the 
potential Twin Buttes Reservoir would control floods originating above 
it on South Concho River. As suggested by the Corps of Egineers, 
430,000 acre-feet of flood-control storage capacity, will be provided i in 
the Twin Buttes Reservoir. Operation of the two reservoirs would be 
coordinated to furnish the maximum practicable flood protection for 
downstream areas. Flood-control operation of both reservoirs would 
be in accordance with regulations established by the Corps of 
Engineers. 

Greatly improved fish and wildlife opportunities of considerable 
regional importance will be provided through increase in reservoir 
areas for propagation of fish and wildlife and creation of more stable 
streamflows downstream from the San Angelo and Nasworthy Reser- 
voirs. The fish and wildlife benefits creditable to the plan of develop- 
ment as evaluated by the Fish and Wildlife Service in cooperation 
with the Texas Game and Fish Commission would be about $239,000 
annually on the basis of projected future prices. The preservation 
and propagation of the fish and wildlife resources in the area therefore, 
are considered as one of the project purposes. ‘To assure project 
fish and wildlife benefits and to serve other project purposes, the level 
of Nasworthy Reservoir will not normally be drawn down below eleva- 
tion 1870. Some land above the conservation pool level and below 
the maximum flood-control level of the proposed Twin Buttes Reser- 
voir will be acquired in fee simple, in lieu of flood-control easement, 
in the interest of recreation and fish and wildlife development. The 
Director of the Fish and Wildlife Service recommends such lands be 
acquired generally up to elevation 1950, dependent on findings of 
further investigations provided for in this paragraph. Free and ready 
public access to the shores and water of Twin Buttes Reservoir will be 
provided for hunting, fishing, and other recreation under applicable 
State law and subject to regulations in the interest of safety. As 
recommended by the regional director and the Service, additional de- 
tailed studies of fish and wildlife resource affected by the project 
will be conducted, as necessary, after the project is authorized, in 
accordance with the act of August 14, 1946 (60 Stat. 1080). Such 
reasonable modifications in, and additions to, the authorized project 
facilities can be made as the Secretary may find appropriate. 

The National Park Service recommends improvement of the 
recreation facilities at Nasworthy Reservoir and construction of 
minimum basic and additional accessory facilities at the proposed 
Twin Buttes Reservoir. Operation of those two reservoirs with the 
San Angelo Reservoir together with construction of the recommended 
facilities would increase greatly the recreational opportunities of the 
San Angelo area. 

In accord with the recommendations of the National Park Service, 
the plan of development includes provision of minimium basic recrea- 
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tion facilities necessary for access, sanitation, and safety of the area 
at the proposed Twin Buttes Reservoir as an integral element in the 
construction of the project at an estimated Federal cost of $60,000 
on a nonreimbursable basis, provided the ultimate administering 
agency agrees to assure construction of the additional accessory 
facilities. The plan contemplates accomplishment of those measures 
in cooperation with the project organization under an appropriate 
agreement whereby that organization would employ professional 
services to develop a comprehensive recreational plan affecting both 
the Twin Buttes and Nasworthy Reservoirs. 

Construction and operation of the project should provide return 
flows to the downstream river system the estimated net effect of which 
would be a small gain in the low flows in the channel. Records show 
that zero flows have occurred in the past, often for long periods. 
Development of hydroelectric power by the proposed project was 
found to be uneconomical. 

The total estimated construction cost of the potential San Angelo 
project as described above, based on October 1955 prices, is about 
$30 million. The cost includes $60,000 for construction of minimum 
basic recreation facilities, but is exclusive of $222,C60 of the non- 
Federal construction costs for accessory recreational facilities recom- 
mended by the National Park Service. Operation, maintenance, and 
replacement costs are estimated to be about $49,000 annually, ex- 
clusive of $14,000 for administration, operation, and maintenance of 
recommended recreation facilities which would be a non-Federal cost. 

Because the fish and wildlife benefits are realized incidental to 
project operation for its primary purposes, allocation of construction 
costs are presented both with and without an allocation to fish and 
wildlife. Using the separable costs-remaining benefits method, based 
on the present worth of the benefits for a 100-year period of analysis, 
the project costs are allocated tentatively in rounded figures, as 
follows: 

With an allocation to fish and wildlife 


Nonreim- Reimburs- Total 
bursable able 
BOO GHORIG? |... Jdcmnddhbtilakimesticsdyrsiudemeaaadies 0 $6, 100, 000 $6, 100, 000 
PIRI 7, «ic binding pacts denheteeenalyatatintitihapuneaph sacs maaaeabaaaoed 0 9, 900, 000 9, 900, 000 
PNET WII os ncvira ns arcana ed ceaenbitenainisn tisdale $10, 500, 000 0 10, 500, 000 
TOS ob a teen ie il ae ae eon ee Oe Se 60, 000 0 60, 000 
SS WEEN... cocannigessdacaswsckdwanybbaedinedaehsane 3, 440, 000 0 3, 440, 000 





AN edi ged eke ic del tae a 14, 00, 000 | 16,000,000 | 30, 000, 000 





Without an allocation to fish and wildlife 








Nonreim- Reimburs- Total 
bursable able 
TO ei tis cnk eek celts manent madmen 0 $7, 600, 000 $7, 600, 000 
SIREON. . ..n ecdcne 0 11, 600, 000 11, 600, 000 
Flood control... $10, 740, 000 0 10, 740, 000 
Recreation..... 





60, 000 0 60, 000 


ee dincininncaphacubumtanvaxboiadsiabbeaecannsidabesanel 10, 800, 000 19, 200, 000 30, 000, 000 
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Under existing policies the capital costs allocated to municipal water 
supply would be repaid to the United States within a 40-year period 
with interest at a rate equal to the average rate paid by the United 
States on long-term loans outstanding at the time of repayment 
contract negotiations. Following an estimated 5-year development 
period for project lands, irrigation water users would probably repay 
$4 million of the irrigation allocation in the aforesaid period, in 
addition to payment of the irrigation share of operation, maintenance, 
and replacement costs. The remainder of the costs allocated to irriga- 
tion in excess of the irrigators’ ability to pay would be paid with 
municipal water revenues. To accomplish this within a 40-year 
period, exclusive of the irrigation development period, would require 
a very nominal incre ase in the rate for municipal water presented 
in the regional director’s report. The costs allocated to flood control, 
fish and wildlife, and recreation (specific costs for minimum basic 
facilities) purposes would be nonreimbursable. 

Success of the project depends upon the ability to store and carry 
over water to i erratic streamflow. The ability to do this 
depends to an extent upon the validity of certain downstream water 
permits. The Lower Colorado River Authority has obtained certain 
permits through the Board of Water Engineers of the State of Texas 
for waters of that system for development of all consumptive uses 
authorized by Texas law. Those permits at face value involve sub- 
stantial quantities of water but the consumptive use thereunder made 
to date is small. Also, on the average the residual discharge of the 
Colorado River into the Gulf of Mexico is substantial. Nevertheless, 
the permits are prior in time to any which might now be secured for 
the San Angelo project and conceivably could present a serious 
problem during an extended critical dry period. 

The city of San Angelo holds or controls permits for use of water 
on the Concho and its tributaries, part of which are prior in time to 
those of the Lower Colorado River Authority. Those prior permits 
do not cover sufficient water, however, to fill total conservation storage 
space of the project reservoirs. Exhaustive search and further inves- 
tigations might lead to a conclusion that the risk of proceeding on the 
basis of permits junior in part to those of the authority would be of 
only a minor nature. However, the best procedure would be to 
obtain an agreement with the authority for subordination of whatever 
rights it might in the future claim or assert under its present permits 
to the extent needed to assure filling of the conservation storage space 
of the project reservoirs. Negotiations looking toward such an 
agreement will be undertaken during the period this report is under 
review by officials of the State of Texas and others. 

{ concur in and adopt the recommendations of the regional director 
as set forth on pave 71 of his M: weh 9, 1956, report, and further recom- 
mend that construction of the project not be started until the water- 
rights situation has been satisfac torily resolved. 

Subject, of course, to consideration of comments received, I recom- 
mend that vou approve and adopt this report as vour proposed report 
on a plan of development for the San Angelo project, Texas, and that 
you authorize me in your behalf to transmit copies to the State of 
Texas, and _ = Secretary of the Army, in accordance with the re- 
quirements : Flood Control Act of 1944 (58 Stat. 877), to the 
State of Vetta for the views and recommendations of the head of the 
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agency exercising administration over the wildlife resources of that 
State pursuant to the provisions of the act of August 14, 1946 (60 Stat. 
1080), and to the other interested Federal agencies for their comments 
as provided by interagency agreement, 
Respectfully, 
E. G. NIg.sen, 
Acting Commissioner. 
Approved and adopted July 5, 1956. 
Frep A. SEaton, 
Secretary of the Interior. 


FURTHER REPORT FROM DEPARTMENT OF THE INTERIOR 


A subsequent report from the Department with clearance from 
the Bureau of the Budget is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 16, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator Murray: You have requested a report from 
this Department on 8. 3728, a bill to provide for the construction by 
the Secretary of the Interior of the San Angelo Federal reclamation 
project, Texas, and for other purposes. 

A planning report on the San Angelo project, copies of which are 
attached for your information, has been prepared by the regional 
director of the Bureau of Reclamation at Amarillo and has been 
reviewed by this Department. Copies of this report have been sent 
to the State of Texas for review under the Flood Control Act of 1944 
and the act of August 14, 1946, and to interested Federal agencies for 
review under existing law and interagency agreements. For the 
present, therefore, we are not in a position to make any recommenda- 
tions with respect to enactment of S. 3728 or to suggest any amend- 
ments to It. 

The proposed plan of development contemplates the construction of 
facilities to provide a water supply for municipal purposes and irriga- 
tion and, in addition, certain fish and wildlife and recreational facilities. 
The proposed project works, operated in conjunction with existing 
works in the Concho River Basin, would complete the program neces- 
sary for flood protection in the vicinity of San Angelo. ‘The project 
has engineering feasibility. Its evaluated annual total benefits are 
estimated to exceed the annual costs in a ratio of more than 2 to 1. 
If direct benefits only are considered for a 50-year period of analysis 
the ratio would be about 1.25 to 1. 

Twin Buttes Dam and Reservoir is the principal new proje ct feature. 
The dam site is just west of Lake Nasworthy and the San Angelo 
municipal airport. The reservoir will impound the flows of the 
Middle Concho, Spring Creek, and South Concho Rivers. It will 
have a total maximum capacity of 810,000 acre-feet, of which 150,000 
acre-feet are allocated to conservation, 430,000 acre-feet to flood con- 
trol, 214,000 acre-feet to surcharge capacity, and 16,000 acre-feet to 
other purposes. The capacity at top of controlled storage would be 
about 600,000 acre-feet. 


: 
i 
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The existing San Angelo and Nasworthy Dams and Reservoirs are 
essential elements in the combined operation for the proposed project. 
No modification in their works is contemplated other than provision 
of an additional outlet structure near the extreme south end of 
Nasworthy Dam for release of water into the proposed irrigation 
system. 

A complete irrigation system consisting of a main canal, laterals, 
and drainage w orks is proposed for distribution of irrigation water to 
10,000 acres of land on the south side of the Concho River immediately 
downstream from San Angelo. Integrated operation of the potential 
Twin Buttes and existing San Angelo Reservoirs would also be essential 
to optimum use of the flows of the north and south Concho Rivers 
and realization of the irrigation potential as contemplated under the 
plan of development. 

The integrated operation would increase the firm annual water 
supply available to San Angelo for munic ipal use from the estimated 
firm vield of the existing Nasworthy and San Angelo Reservoirs of 
15,000 acre-feet to 29,000 acre-feet, the estimated municipal require- 
ments in the year 2010. Under the plan of operation, municipal de- 
mands would be met, first, from any flows in excess of those which 
could be retained in the conservation capacity; second, by release of 
conservation storage in San Angelo Reservoir; and last, by release of 
conservation storage in Twin Buttes Reservoir. All the necessary 
facilities for conveying released water to the city waterworks system 
are already in existence. No additions or modifications will need to 
be constructed as part of the San Angelo project. 

The plan of development contemplates that San Angelo Reservoir 
will control floods originating upstream on Concho River and Twin 
Buttes Reservoir floods originating above it on South Concho River. 

Greatly improved fish and wildlife opportunities of considerable 
regional importance will be provided through increase in reservoir 
areas for propagation of fish and wildlife and creation of more stable 
streamflows downstream from the San Angelo and Nasworthy Reser- 
voirs. The fish and wildlife benefits creditable to the plan of develop- 
ment as evaluated by the Fish and Wildlife Service in cooperation 
with the Texas Game and Fish Commission would be about $239,000 
annually on the basis of projected future prices. Additional detailed 
studies of fish and wildlife resources affected by the project will be 
conducted, as necessary, in accordance with the act of August 14, 
1946 (60 Stat. 1080). 

The present plan of development also includes provision of minimum 
basic recreation facilities necessary for access, sanitation, and safety 
of the area at the proposed Twin Buttes Reservoir as an integral 
element in the construction of the project. The estimated Federal 
cost of these facilities is $60,000. This portion of the plan is con- 
tingent on agreement by the ultimate administering agency to con- 
struct additional accessory facilities. 

The total estimated construction cost of the San Angelo project, 
based on October 1955 prices, is about $30 million. The cost includes 
$60,000 for construction of minimum basic recreation facilities, but 
is exclusive of $222,000 of non-Federal construction costs for accessory 
recreational facilities. Annual operation, maintenance, and replace- 
ment costs are estimated to be about $49,000 annually, exclusive of 
et for administration, operation, and maintenance of recreation 
acilities. 
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Under the terms of the bill, allocations of cost would be made to 
irrigation, municipal water, flood control, recreation, and fish and 
wildlife. The amounts tentatively allocated to these functions are: 


MEUM ONIN oe oo bs nese LL Seng ae ste saub een gea tae $6, 100, 000 
Iemimationg 3: i elites cui 6S basa ei J cise 6-6 9, 900, 000 
PaO ONLI! .. 2. 2 nc cn cccwsccwnnnsdoosskucesudcewc sees 10, 500, 000 
TORR ond wah ee ounahlie adnwu deanna aaa cide awea eee 60, 000 
iS MINT Watt. «m2. 6nca ne oo nasaele deg aoude wae Se aaid ee eee 3, 440, 000 

DOKL: wc acne ewieen wae eaeawen adage eae 30, 000, 000 


Under existing policies the capital costs allocated to municipal 
water supply would be repaid to the United States within a 40-year 
period with interest at a rate equal to the average rate paid by the 
United States on long-term loans outstanding at the time of repayment 
contract negotiations. Following an estimated 5-year development 
period for project lands, irrigation water users would probably repay 
$4 million of the irrigation allocation in the aforesaid period, in addi- 
tion to payment of the irrigation share of operation, maintenance, and 
replacement costs; the remainder of the costs allocated to irrigation 
in excess of the choose ability to pay would be paid with munic- 
ipal water revenues. S. 3728 provides that the costs allocated to 
flood control, fish and wildlife and recreational purposes shall be 
nonreimbursable. In the light of the land enhancement benefits 
which would result from flood protection of lands within the city of 
San Angelo under the plan of development, the Corps of Engineers has 
estimated that a contribution by the local interests in the amount 
of $350,000 should be made toward the estimated construction costs. 
Although the method of payment has not been established, this amount 
represents such a small part of the repayment requirement that there 
appears to be no question of the ability of the project organization 
to meet such an obligation. 

The San Angelo interests, through a 7 to 1 vote of the electorate, 
have indicated their desire for construction of the proposed works as a 
Federal project and their willingness to assume repayment of reim- 
bursable costs and to operate and maintain the works as contemplated 
under the plan of development presented in the attached report. 
The potential project irrigators have indicated their willingness to 
a with the excess-land provisions of reclamation law. 

The San Angelo Water Supply Corp. has been organized under the 
laws of Texas to obtain a water supply for the city of San Angelo. 
While it appears that the corporation has statutory authority to 
contract with the Government for a municipal water supply and 
enter on repayment arrangements therefor, final determination of 
this and other contractual matters will depend on the detail of the 
contract arrangements that may be worked out in the course of con- 
tract negotiations between the corporation and the Government and 
such contract arrangements as may be worked out in turn between the 
corporation and the city. It is contemplated that negotiations will 
be undertaken with the corporation in advance of construction. 
With respect to the costs allocated to irrigation, the usual type of 
repayment contract with the water users will be required as provided 
under reclamation law. A water control and improvement district 
is now in process of organization to serve as the repayment entity on 
behalf of the irrigation water users. The moderate to serious effects 
of inevitably recurring droughts on repayment of project costs are 


i 
t 
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recognized and, for this reason, as well as for reasons of changing 
economic conditions, the repayment arrangements with the water 
users should provide ‘for suitable variable installments. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL. 
Assistant Secretary of the Interior. 


REPORT OF THE BUREAU OF THE BUDGET 


Executive OFFICE OF THE PRESIDENT, 
BureAv OF THE BupGet, 
Washington, D. C., January 25, 1257. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of 
January 11, 1957, requesting the comments of the Bureau of the 
Budget on S. 42, a bill to provide for the construc tion by the Secretary 
of the Interior of the San Angelo Federal reclamation project, Texas, 
and for other purposes. 

The Department of the Interior has not submitted its final report 
on the proposed San Angelo project under procedures prescribed in 
Executive Order 9384. Until such a report is received, we have no 
basis for appraising the merits of the proposal. We understand, 
however, that the Department will complete its report in the near 
future. 

Accordingly, it is recommended that the committee defer actioa 
on S. 42 until the project report is submitted under established 
procedures. 

Sincerely yours, 


Ropert E. Merriam, 
Assistant Director. 
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INCREASING THE SPECIAL ASSISTANCE AUTHORIZATION AVAIL- 
ABLE TO THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 
FOR THE PURCHASE OF MORTGAGES INSURED UNDER TITLE 
VIII OF THE NATIONAL HOUSING ACT 


Marcu 27 (legislative day Marcu 26), 1957.—Ordered to be printed 


Mr. SparKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8S. 1679] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1679) to increase the special assistance authorization 
available to the Federal National Mortgage Association for the pur- 
chase of mortgages insured under title VIII of the National Housing 
Act, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 


GENERAL STATEMENT 


The bill as introduced would amend section 305 (f) of the National 
Housing Act to increase by $100 million the present special assistance 
authorization of $200 million available to FNMA for the purchase of 
military housing mortgages (sec. 803, Capehart, and sec. 809, essential 
civilians), making a total of $300 million. The committee amended 
the bill so as to authorize an increase in the total present authorization 
of only $50 million, making a total of $250 million. 

The FNMA special assistance programs are available to (1)— 

selected types of home mortgages (pending the establishment 
of their marketability) originated under special housing pro- 
grams designed to provide housing of acceptable standards 
at full economic costs for segments for the national population 
which are unable to obtain adequate housing under estab- 
lished home financing programs 


and (2)— 


home mortgages generally as a means of retarding or stopping 
a decline in mortgage lending and home-building activities 


86006 
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which threaten materially the stability of a high-level na- 
tional economy * * * (Housing Act of 1954). 

Funds are obtained solely by borrowing from the Secretary of the 
Treasury, currently at a rate of 3% percent. Under the Housing Act 
of 1956, KF NMA is required to purchase special assistance mortgages 
at no less than 99 percent of par until August 7, 1957. 

A total of $200 million is presently available for military housing 
(secs 803 and 8U9 of the National Housing Housing Act), of which all 
but $4 million has been used for advance commitments and purchases. 

‘The following are military housing projects (sec. 803, Capehart) 
which have FNMA commitments. These 22 projects represent a 
total of 12,781 units at a total cost of $189,167,616. 


N her 

e of projec of ts 
I 125 
Oy MONO FN yo Pe a SD os Ce Es ‘ aie 1, 216 
Fort Benning, Ga ee oat ean eh Ss sii tears cepa SCI 
Pore tuernOn. APis. o.oo ee wee See a en on oe ae 575 
Blytheviile Air Force Base, Ark... -._-_- ; ee 2 : = 360 
Fort Knox, Ky_--- Sa ah = secs, wp ag 
New River Marine Corps Airfield, N. C_.......-- ---- eee 435 
Stewart Air Force Base, Tenn____-__- at lea ‘ ax pies 87 
Fort Stewart, Ga... ....-- aS - 2 = 388 
STR CR we 189 
Fort Carson, Colo______- ee SMR a er a | 500 
Little Rock Air Foree Base, Ark_.____-____-_ : lea i Bi a oe es 1, 535 
Fort Rucker No. 2, Ala ie A a RE ee 480 
Stead Air Force Base, Nev___-_- Soe Ses Be ee aad a 645 
Fort Leavenworth, Kans. .................- Deiter eee ah ek dea, 100 
Dover Air Force Base, Del_____-_ ~~ Sa a eee ee 500 
Army Receiving Station, LaPlata, Md_-.........-....-.---- Bo he 12 
Su NINERS AN eee Bi ee ee Sk et ec eee at 120 
Paar One wunbiy SPCDOL, Almany, (98.2. 23 ook cece ecw cece 160 
I a ae 66 
Nort Story, Va........... a iat cadiae 150 
een neeney TU UPS IR I eteccnknbncceauce 480 
Total __ a ee ee tea wa Lal a de a atl Oo 12, 781 


The following are 809 projects (housing for essential civilian workers 
at research and development centers) which have FNMA commit- 
ments. These 5 projects represent a total of 613 units at a total cost 
of $7,400,688. 


Number 

Name of project of units 
INO age Yi a a 283 
Ie ca a hile 113 
I a eb awa 44 
NPR SII 3 ste ACEC Oo EO ee ed ee 28 
UES UPI Rie a ate te oh LL 145 


10a)... 613 

In addition to the projects listed above for which FNMA commit- 
ments have been received, there are additional projects at various 
stages of preparation for which additional FNMA funds will be needed 
if the present stringency in the market continues. 

The grand total of all Capehart units planned by the 3 services as of 
March 15, 1957, totaled 92,226 units. Of this number, 11,284 units 
were under contract. In addition, there were 14,302 units in projects 
which had been processed to a point at which the military departments 
could enter into a contract within a short period of time. 
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The committee received testimony to the effect that FNMA financ- 
cing would be required for a substantial number of these projects in 
various stages of preparation, and that if FNMA funds were not 
available, there might be substantial de lays in some of these projects. 
Antex: mple of a project which might be delayed by unavailability 
of FNMA funds was a project located at Fort Polk, la., consisting of 
2,000 units and with an estimated cost of about $30 million. 

The increase in FNMA authorization as propos od by the bill, as 
amended by the committee, will permit necessary military housing 
projects to go forward and, at the same time, will permit the committee 
to continue the desirability of further FNMA authorization at a 
later date. 

The following tables indicate projects upon which the administra- 
tive processing has been substantially completed and for which bids 
have been asked: 

Title VIII (Capehart) Housing—Projects advertised but not under contract 




















Units oka Amount ! 
DE EE Ci iiiin cocina niacin tincaiiaintes tibianditentaniaimsihtecitaiabiiiel | , 302 wy , 530, 000 
Batter of apnevbebility aed Bani ccs. Scedetee ds oclacedcceewekca 8, 474 | 127, 110, 000 
CONE Ge SUGIEE BANG Mis vcicwentcccckecccuctcancesecesscuateens | 5, 828 | 87, 420, 000 
Sita. ce ; dese ais Sak ack eam aha gecesi tae at 6, 092 a 91, 380, 000 
RR e OE OORT HEINE. « c.: ccisictndnieimne ects antined ddaubiabiaindaeiaile | 4, 164 | 62, 460, 000 
Letter of acceptability not issued............-......- Sie eo ee 1, 928 | 28, 920, 000 
NEU s = a ncnnkceguensucccattudindeatesshhets bobennsbinbhenisuasetienesobannin 160 | 2, 400, 000 
| eg —————— — 
ether al GORI a: iinncictinieitiieitcaixeineaialbss nttengde eatin dale 160 | 2, 400, 000 
Better Gf GOORDUAETIY TOC MEUEG.. ....cncocncnnnss cnbeucswuectddddéuubouces | 0 | 0 
_ hee a 
Air Force De eee Ls scuus cance akg er eee te SAU 8, 050 120, 750, 000 
i 
Paiclel st bee 
Piteer CF GORA EOD IITs aos sccicsincbaiwtidadadntwmasesnmtvucsatcns 4, 150 32, 250, 000 
Letter of acceptability not issued.............................. sale adaldeld 3, 900 58. 500, 000 
Bo cis ec aseunis esutdd aide seneelee ae eee 6,092 | $91, 380, 000 
Latter Of aeeepeeGty NGG... cscisddbiubestiicindnbdttnalatednawaduktiteies 4, 164 62, 460, 000 
Boston antiaircraft artillery area No. 1, Massachusetts... _..........- 120 1, 800, 000 
Bridgeport antiaircraft artillery area No, 1, Connecticut. ...........- 60 900, 000 
Bridgeport antiaircraft artillery area No. 2, Connecticut. ...........-. 32 480, 000 
i SO I, Pa ho cindy theta mio ginhngh teen Sh ote tea dhekk hb ebanietideeaiie 12 180, 000 
Hartford anti: vireraft : artillery area No. ‘i Connectic lishcieteeiieee 48 720, 000 
Hartford antiaircraft artillery area No. 2 ,Connecticut.............-- 64 960, 000 
Fort Leavenworth No. 1, Kansas__...................... ileal eiaead 100 1, 500, 000 
Loring antiaircraft artillery area, Maine............................. 64 960, 000 
PONG MUGEN. 10a 0.1 «ck cwkcdukeensudbedeienhsniicmeesteatandiaade 120 1, 800, 000 
Tae StU MUNIN, BPW ccnntnncanekecd sasnatskisaneasbaccecucetuce 34 510, 000 
ON I a cine a wit llisaia leaden i ie a eta eee 2, 000 30, 000, 000 
Prov idence antiairer: ift artille ry area, “Rhode Island. .-...-.--------- 76 1, 140, 000 
Seattle antiaircraft artillery area, W: ‘shington dius ceiahitatibicnipaieiainiaiaiaie 108 1, 620, 000 
OIL CROUEINY "Hic: Uiidclennnsdasdteaicw acid aismhitedabhesidsntdhdaeksneteedians 1, 326 19, 890, 000 
Latter Gt aceon te iite wit ME a coc cnenininice cccisnblndiiniinsnddetacees 1, 928 | 28, 920, 000 
Port Leavenworth INO. 3, ROmGet <n oi dsccdvencndescoanusccedasesses 200 3, 000, 000 
POEe PENNE: HEGs.adcdcccevdtdendadistaabanbeesba cenabetandidscebed 1, 000 15, 000, 000 
OTE, MERU NEUE. «oa: so cistrwsiiel d bac Wise acananabdd einen Galea caaeaene 70 1, 050, 000 
White Sands Proving Ground, N. Mee cae 134 2, 010, 000 
New Cumberland General Depot, Pa. .................---0<----<0e- 91 1, 365, 000 
Fort Riley, Kans._.....- o-tndht einer it cdiciadindadiliaaniniaeeainta sludge ntiiiaciatees 433 6, 495, 000 





—_—_—_-|J _—_—_———————— 


! Estimated at $15,000 per unit. 

? Includes 2,273 in 9 projects for which FNMA has executed commitments totaling $34,088,000. Leaves 
a balance of 6,201 units for which FNMA has issued no commitment and for which there are no FNMA 
funds. At an average unit cost of $15,000 this would require $93,015,000. 
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Title VIII (Capehart) Housing—Projects advertised but not under r contract—-Con. 











| Units Amount 
NG dake eed Ok cclonisticed unit daaWchcubacnade ep chudnnmwaiasnisthinnn Mediates 160 | $2, 400, 000 
NG ne Se any ea . 160 2, 400, 000 
Albany Marine Corps Supply Depot, Ga__............---.. hatha aos 160 2. 400, 000 
Letter of accepteabitity mot temied .. . ccna ccc cn ce wccccncnenss 0 0 
None eile tad boli L'a Ritinich authdituiabistbammhbiaiieoemdgabn dineinmbaitieis 0 0 
_aee is allie 
NN 2 Carr eek oe dO ed wl i oh)! ot %,050 | 120, 750, 000 
pee aree UII I ic nto bapnieasmenee | 4,150 | 62, 250, 000 
_——E ——— a 
ee ee ee ee ae 5) 7, 500, 000 
nan Wer: PIN TIN SU Ct a uewncmneama stems 640 9, 690, 000 
Bunker Hill Air Force B: a a 680 10, 200, 000 
Platt ant Air Force Base, Ce hia ndiataine cet -acaleeite Snell 1, 685 | 25, 275, 000 
cee Pe ED, BOR co uicn coces cumonctccnceeccce SS shbbeded | 645 9, 675, 000 
Letter of acceptability not issued_...-- i a i cee. 3, 900 | 58, 500, 000 
Seymour-Johbnson Air Force Base, N. C.....-.--...-..-----.------- | 1, 509 22, 590, ), 000 
[rr en er ee ee oD Sw  cencnucuemmewseumes | 800 12, 996, 000 
Per ceeine OP Bs BROOD. Fi vcccdeccn i dicnccsdodcetsssncdcecce | 1, 100 | 16 500, 000 
Travis Air Fores Base, Calif___.........................- Raa 500 | 7, 500, 000 


Information supplied to the committee in a letter of March 22, 1957, 
from the Department of the Army, addressed to the chairman of the 
Subcommittee on Housing, and pertinent to the issue, is as follows: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., March 22, 1957. 
Hon. Joun J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Committee on Banking and Currency, United States Senate. 


Dear Mr. CuatrMan: Reference is made to your request to Under 
Secretary of the Army Charles C. Finucane for certain information to 
supplement his testimony this date on the Department of the Army 
title VIII housing program. The information is forwarded herewith 
at the direction of Under Secretary Finucane. 

The committee requested: 

(a) A statement pertaining to the requirement for housing at 
Fort Polk, La., and indicating whether the proposed housing project 
for this installation is consistent with Department of Defense priorities. 

(6) An opinion as to the liability incurred by the United States on 
issuance of a letter of acceptability to the lowest acceptable bidder for 
a ee ction contract. 

A list of the installations for which letters of acceptability have 
sis n ead and a further list of installations for which the Army is 
prepared to issue letters of acceptability. 

With respect to the request noted in (a) above: There is a housing 
= ment at Fort Polk, La., of approximately 5,000 units for mili- 

tary personnel authorized public housing. There are no public family 
quarters at this installation and little adequate housing is available in 


surrounding communities. The title VIII project for 2,000 units at 


Fort Polk, La., is in accord with Department of Defense priorities. 
Attached as enclosure 1 hereto is an opinion prepared for the 

Secretary of the Army by the General Counsel on March 14, 1957, 

on the subject “Government Liability Resulting from Issuance of 
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Letter of Acceptability, Capehart Housing.” The requested list of 
installations is attached as enclosure 2.! 

I am hopeful that the information furnished herewith will be of 
assistance to you. 

Sincerely, 
ALBERT BaRKIN, 
Colonel, GS, 
Office of the Chief of Legislative Liaison, 


Marcu 14, 1957. 
Memorandum for: The Secretary of the Army. 


Subject: Government liability resulting from issuance of letter of 
acceptability, Capehart housing. 

Reference is made to your request for an opinion of this office 
as . whether any liability attaches to the Government if, after issu- 
ance of a letter of acceptability to the lowest acceptable bidder for 
construction of Capehart housing, the Department of the Army 
determines not to proceed with the housing project. 

2. The bid form used in ant nae for the construction of Capehart 
housing contains, in paragraph 3, a statement to the effect that if a 
particular bid is determined to be the lowest acceptable bid, the 
Department of the Army will issue to that bidder a letter of accept- 
ability. The bidder agrees that upon issuance of such a letter he 
becomes obligated to carry out its terms within the times therein 
stated at his own expense within the conditions of his bid security 
and without further acceptance, award, advice, or other action by the 
Department of the Army. 

3. The letter of acceptability advises the bidder that it has been 
ie by the Department of the Army, after consultation with 
the Federal Housing Commissioner, that his bid is the lowest accept- 
able bid and that it obligates him, at his own expense and within 
the condition of his bid security, to perform certain preliminary steps 
and if he completes these and is ready for closing the construction 
contract will be executed at the closing. The purpose of this arrange- 
ment is to give the Government the protection of the bid security 
during the period from bid opening to final execution of the construc- 
tion contract. 

4. The letter of acceptability commits the Department to execute 
a lease for the lands involved, to enter into negotiations with the 
bidder for any utility service to be furnished by the Department 
during the construction period, and to make an award of the con- 
struction contract when the low bidder has completed the required 
acts. The letter of acceptability obligates the bidder to perform 
certain necessary acts prior to the formal closing, and his failure to 
perform all such obligations prior to the time prescribed for closing 
will be just cause for canceling all commitments in connection with 
the housing projects and for recovery under the bid security for liqui- 
dated damages. The letter also states that the contracting officer 
may extend the date of closing upon written proof that the delay was 
caused by conditions beyond the bidder’s control and that any dispute 
concerning such an extension will be settled in accordance with para- 
graph three of the letter of acceptability. 





1 The list referred to is not included in the committee report. 
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In view of the acts which must be performed by both the recipient 
of the letter of acceptability and the Department of the Army, it must 
be concluded that the letter of acceptability is in fact a contractual 
agreement. It is for determination whether if the Government were 
to breach this agreement, or terminate the proceeding for the benefit 
of the Government, the recipient of the letter of acceptability would 
be entitled to damages, and the possible measure of such damages. 
It appears that several different situations might arise, depending on 
whether the bidder meets certain obligations imposed on him by the 
letter of acceptability. The situations are described below. 

(a) The Government decides not to proceed with a project and 
available information to the contracting officer indicates that the bid- 
der will be in a position to meet the scheduled closing date. The 
contracting ufficer is directed to terminate proceedings for the con- 
venience of the Government. It is concluded that in such a case the 
Department of the Army would be liable for damages. It is likely that 
the bidder would be permitted to recover the profits expected to accrue 
to him from the construction contract and the expenses he incurred in 
preparing for the closing. 

(6) The facts are the same as in paragraph (a) above except that 
the Department of the Army does not desire to terminate or breach 
the agreement but prefers to postpone the closing date to comply with 
a priority listing. In such a ease it is considered that the bidder would 
have two alternatives. (1) Accept a delayed closing date with the 
possibility of future completion of the housing project. It is to be 
pointed out that if the delay is for an extended period of time, the 
bidder is not likely to agree to the postponement since cunstruction 
costs may rise during such a period to a point where the venture 
would be unprofitable. It is also possible that an extended delay 
would cause the bidder to lose his financing commitments and thereby 
make him unable to proceed to a closing. (2) Refuse to accept a 
delayed closing date. In this situation the bidder would have a right 
to cover from the Government any losses occasioned by the delay. 
If the delay is extensive, it is likely that he would ne entitled to refuse 
to perform, and to recover damages as described in paragraph (a) 
above. 

(c) The Government decides not to proceed with a project and 
available information to the contracting officer indicates that the 
bidder will not be in a position to meet the scheduled closing date. 
Therefore, the contracting officer is directed not to extend the date 
of closing. The bidder, in accordance with instructions in paragraph 
6 of the letter of ace eptability, offers written proof that the delay was 
caused by conditions beyond his control. If such proof is considered 
by the contracting officer to be sufficient, it is believed that in this 
case, in accordance with the terms of the agreement, the Department 
of the Army would be liable for damages. Here also the damages 
awarded would be the bidder’s expected profits and his out-of-pocket 
expenses. 

(d) The same facts as in (c) above, except that, the bidder does 
not submit written proof in accordance with paragraph 6 of the letter 
of acceptability that the delay was caused by conditions beyond his 
control, or the proof if submitted is determined not to be sufficient. 
In this case under the terms of the agreement, the Department of the 
Army would not be subjected to damages, but on the contrary would 





i 





INCREASING SPECIAL ASSISTANCE AUTHORIZATION TO FNMA 7 


be entitled to recover from the bid security the amount of liquidated 
— as set forth in the Letter of Acceptability. 

In view of the losses to the Government which might result 
Nain the termination of a project in which a letter of acceptability 
has been issued, consideration should be given to the postponement 
of a project where possible, rather than termination. 

There are attached for your information a copy - the bid form, 
tab A and a copy of the letter of acceptability, ta Paragraphs 
1 (a) through (n) include the requirements upon ~ oe acceptable 
bidder.! 

Frank G. Miuuarp, General Counsel. 


CORDON RULE 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


NATIONAL Housine Act 
SPECIAL ASSISTANCE FUNCTIONS 


Sec. 305. (a) * * * 
*” ” * * * + * 

(f) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage (or participation therein) which is 
insured under title VIII of this Act, as amended on or after August 11, 
1955: Provided, That the total amount of purchases and commit- 
ments authorized by this subsection shall not exceed [$200,000,000] 
$250,000,000 outstanding at any one time. 


1 Not included in report. O 
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POULTRY INSPECTION 
Marcu 28, 1957.—Ordered to be printed 


Mr. Exienper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1747] 


The Committee on Agriculture and Forestry reported an original 
bill (S. 1747), to provide for the compulsory inspection by the United 
States Department of Agriculture of poultry and poultry products, 
with a recommendation that it do pass. 


Purpose OF THE BILL 


The purpose of this bill is to provide for (1) the compulsory inspec- 
tion of poultry and poultry products for wholesomeness, (2) the 
maintenance of sanitary facilities and practices, and (3) correct and 
informative labeling. 

HEARINGS 


The Subcommittee on Agricultural Research and General Legisla- 
tion conducted 3 days of hearings during the 2d session of the 84th 
Congress on compulsory poultry inspection. The hearings covered 
Senate bills 3588 and 3983. Following these hearings the committee 
reported an original bill, S. 4243, which, however, was reported too 
late in the session for action by the Senate. The Committee on 
Agriculture and Forestry has conducted 2 days of hearings on com- 
me poultry inspection this session, covering Senate bills 313, 645, 
and 1128. 

Testimony heard at both sets of hearings included statements from 
Members of Congress, representatives of farm organizations, labor 
organizations, public-health officials, veterinarian groups, poultry 
producers and processors, officials of the Food and Drug Administra- 
tion of the United States Department of Health, Education, and 
Welfare, the United States Department of Agriculture, and others. 

The bill reported by the committee was worked out, following the 
hearings, by the principal sponsors of S. 313, S. 645, and S, 1128, with 
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the assistance and recommendations of the Department of Agricul- 
ture and the Food and Drug Administration; and its enactment is 
favored by both those agencies. 


SecTion BY Section EXPLANATION OF BILL 
SHORT TITLE 


Section 1 provides a short title “Poultry Products Inspection Act.” 


LEGISLATIVE FINDINGS 


Section 2 contains legislative findings as to the necessity of the 
inspection and regulation provided by the act to protect interstate 
and foreign commerce in poultry and poultry products. 


DECLARATION OF POLICY 


Section 3 declares the congressional policy to provide inspection of 
poultry and poultry products to prevent the movement in interstate or 
foreign commerce or “designated”? major consuming areas of unwhole- 
some or adulterated poultry products. 


DEFINITIONS 


Section 4 defines terms used in the act. The definition of the terms 
“unwholesome” and ‘‘adulterated,”’ as contained in this bill, cover all 
points as contained in the definition of ‘‘adulteration” in the Federal 
Food, Drug, and Cosmetic Act. The defintion of ‘“unwholesome” 
makes it clear that carcasses or parts thereof or poultry products 
produced under unsanitary conditions whereby they may become 
contaminated or injurious to health will be subject to condemnation. 
Under the definition although poultry suffering from diseases which 
systematically affect the bird would be unw holesome, poultry having a 
localized condition not affecting the wholesomeness of the remainder 
of the bird would not be classed as ‘‘unwholesome”’ upon removal of the 
affected area, leaving the remainder wholesome and fit for human 
consumption. ‘Inspectors’ may be Federal or State employees. 


DESIGNATION OF MAJOR CONSUMING AREAS FOR REGULATION 


Section 5 authorizes the Secretary of Agriculture after hearing 
called upon application of a State agency responsible for the adminis- 
tration and enforcement of State poultry inspection laws, or if there is 
no such agency, then upon application of any appropriate State 
or local official or of any appropriate poultry industry group, to 
designate major consuming areas where poultry or poultry products 
are marketed in such volume as to affect, burden, or obstruct the 
movement of inspected poultry produc ts in interstate or foreign 
commerce. Exemptions would also be authorized under this section. 
Designation would be made by notice in the Federal Register, specify- 
ing an effective date not less than 6 months after such notice. The 
Secretary of Agriculture under this section has full discretion in 
determining whether a major consuming area shall be designated, 
taking into ‘consideration the views, evidenc e, and other data submitted 
at the hearing and such other information as may be available to him. 
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ANTEMORTEM AND POSTMORTEM INSPECTION 


Section 6 (a) requires such antemortem inspection as the Secretary 
deems necessary. Section 6 (b) requires a postmortem inspection of 
each carcass processed in “official establishments” processing poultry 
for poultry products for interstate or foreign commerce or in or for 
major consuming areas designated under section 5. Poultry products 
and parts thereof found upon inspection to be unwholesome or adulter- 
ated are to be condemned and destroyed for human-food purposes 
under supervision of an inspector, provided that if reprocessed under 
such supervision so as to be not unwholesome or adulterated they 
need not be destroyed for human food purposes. Provision is made 
for appeal against condemnation. (“Official establishments” are 
establishments at which inspection is maintained under the authority 
of the act.) 

REINSPECTION, QUARANTINE, SEGREGATION 


Section 6 (c) makes provision for reinspection of slaughtered poultry 
and poultry products as often as the Secretary deems necessary to 
insure wholesomeness. Section 6 (d) makes provision for the quaran- 
tine and segregation of live or slaughtered poultry under rules and 
regulations as prescribed by the Secretary. 


SANITARY REGULATIONS 


Section 7 requires official establishments to have premises, facilities, 
and equipment, and be operated in accordance with sanitary practices 
required by regulations of the Secretary for the purposes of the act. 
It will be the duty of the inspection service to enforce these regulations 
and inspection services will be refused establishments failing to meet 
the requirements of this section. 


LABELING REQUIREMENTS 


Section 8 (a) requires shipping containers of poultry products in- 
spected and found wholesome under the act to be labeled with the 
official inspection mark and approved plant number of the processing 
plant. Each immediate container is required to bear, in addition to 
the material required on the shipping container, the name of the 

roduct, a statement of ingredients if fabricated from two or more 
ingredients, a statement of any artificial flavoring, artificial coloring, 
or chemical preservative it bears or contains, the quantity, and the 
name and address of either the processing plant or the distributor. 
The Secretary may permit variation or exemption from the require- 
ments of this subsection not in conflict with the provisions of the 
Federal Food, Drug, and Cosmetic Act. 


FALSE OR MISLEADING LABELING 


Section 8 (b) prohibits false or misleading labeling. Subject to 
administrative and court appeal, the Secretary may direct the modifi- 
cation of any label so that it will not be false or misleading. The 
Secretary has the same authority with respect to established trade 
name or names which are usual to such products as he presently has 
with respect to red meats under the Meat Inspection Act. 
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PROHIBITED ACTS 
Section 9 prohibits— 

(a) the processing, sale or offering for sale, introduction, 
delivery for introduction, transportation, or receiving for trans- 
portation, in interstate or foreign commerce or in a designated 
major consuming area, of any poultry product not inspected and 
labeled in accordance with the act; 

(6) the sale of or other disposition for human food of any 
poultry or poultry product found unwholesome or adulterated 
under the act; 

(c) forgery and similar specified actions with respect to inspec- 
tion certificates, marks, and devices, and misrepresentation of 
products as inspected ; 

(d) using in interstate or foreign commerce or in “designated” 
major consuming areas of false or misleading labeling; 

(e) improper use of containers bearing official inspection marks; 

(f) refusal to permit access at reasonable times to establish- 
ments processing poultry or poultry products for interstate or 
foreign commerce, or in or for “designated” major consuming 
areas; 

(g) refusal to permit access to and copying of records as required 
by section 11; 

(h) improper use, or revealing of, information acquired under 
authority of the act concerning trade secrets; 

(i) delivering, receiving, transporting, selling, or offering for 
sale or transport, in interstate or foreign commerce or ‘“‘desig- 
nated” major consuming areas, poultry slaughtered for human 
food unless the blood, feathers, feet, head, and viscera have been 
removed in accordance with rules prescribed by the Secretary. 
Transport between official establishments or to foreign countries 

ursuant to rules prescribed by the Secretary would, however, 
a permitted, provided that poultry for export complies with the 
laws of the importing country. This would specifically prohbit 
the movement of ‘‘New York Dressed Poultry” in commerce or 
in a designated major consuming area or from an official estab- 
lishment, except between official establishments and under ex- 
emptions under section 5 as authorized by the Secretary. The 
committee realizes that this provision may cause some problems 
and that some exemptions may be necessary. In aekint any 
such exemptions the Secretary should take all reasonable pre- 
cautions to assure that only wholesome poultry or poultry prod- 
ucts are marketed. 


COMPLETE COVERAGE OF “OFFICIAL ESTABLISHMENTS” 


Section 10 prohibits any establishment processing poultry or poultry 
products for interstate or foreign commerce or in or for a “designated” 
major consuming area from processing any poultry or poultry product 
except in compliance with the act. This would prohibit any such 
establishment from processing any poultry or poultry product without 
inspection. 
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RECORDS 


Section 11 requires persons processing, transporting, shipping, or 
receiving poultry slaughtered for human consumption or poultry 
products in interstate or foreign commerce or in a “designated” major 
consuming area, or holding products so received, to maintain records 
for a period of 2 years following such transactions, and to permit access 
to and copying of records, showing the movement in such commerce or 
area, or holding, of any such poultry or product and the quantity, 
shipper, and consignee thereof. 


INJUNCTIONS 


Section 12 provides for injunctions to restrain violations. 


PENALTIES 


Section 13 provides penalties for violation of sections 9, 10, 11, and 
18, with increased maximum penalties for second and subsequent 
offenses. The degree of proof with respect to violations subject to the 
penalties is the same as in the Meat Inspection Act and the Federal 
Food, Drug, and Cosmetic Act. It is a program for the protection of 
the public health comparable to these two acts and, therefore, knowl- 
edge or willfulness on the part of the person concerned in a violation 
is not an element of the violation and need not be established by the 
Government in enforcement proceedings. In exercising his discretion 
under section 14 with respect to the reporting of minor violations, 
however, it is expected that the Secretary will take into account 
evidence that the violation was unintentional. Common carriers 
are exempted from the penalties of the act other than the penalties 
for violation of section 11 (maintenance of records and availability 
thereof) with respect to their usual course of business as a carrier of 
slaughtered poultry or poultry products owned by another person 
unless they have knowledge of facts indicating that the poultry or 
product was not inspected or marked as required by the act. 


REPORTING OF VIOLATIONS 


Section 14 provides that before institution of any criminal proceed- 
ing, the accused shall be given an opportunity to present his views 
and gives the Secretary discretion regarding the reporting of minor 
violations for the institution of criminal or injunction proceedings. 


REGULATIONS 


Section 15 provides for regulations. 


EXEMPTIONS 


Section 16 authorizes the Secretary by regulation and under such 
conditions as he may prescribe to exempt, in certain circumstances, 
from specific provisions of the act—poultry producers, retail dealers, 
processing as required by recognized religious dietary laws, and in- 
stances where the Secretary determines that it would be impracticable 
to provide inspection and the exemption will aid in the effective 
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administration of the act, provided that such last exemption shall not 
be continued on and after July 1, 1960. 


VIOLATIONS BY EXEMPTED PERSONS 


Section 17 imposes penalties on persons exempt from other provisions 
of the act under section 16 for selling products which are unwholesome 
and adulterated. 

IMPORTS 


Section 18 (a) provides that slaughtered poultry, parts, and products 
for import must be wholesome, unadulterated, and comply with 
regulations of the Secretary to assure that they meet the standards 
provided for in the act. After importation they are subject to the 
provisions of the Federal Food, Drug, and Cosmetic Act as well as 
this act. The Department contemplates issuing regulations similar 
to those for the importation of meat under the Imported Meat Act 
(19 U.S. C. 1306). 

Section 18 (b) authorizes the Secretary to make rules and regulations 
dealing with the destruction of slaughtered poultry, parts, and 
products which have been refused admission to this country, unless 
they be exported by the consignee within the time fixed by rules and 
regulations prescribed by the Secretary. 

Section 18 (c) provides that all costs, such as storage and cartage, 
shall be paid for by the owner or consignee for slaughtered poultry, 
parts, and products thereof refused admission under this section. 


EXEMPTION FROM FEDERAL FOOD, DRUG, AND COSMETIC ACT 


Section 19 (a) provides the same exemption for poultry and poultry 
products from the Federal Food, Drug, and Cosmetic Act as presently 
applies to red meats. 


COOPERATION WITH OTHER AGENCIES 


Section 19 (b) provides for cooperation between Federal and State 
agencies. 
INSPECTION COSTS 


Section 20 provides that the cost of pepeeee. except overtime 
performed in official establishments, shall be borne by the United 
States. Overtime may be paid to employees by the Secretary, but 
the Secretary will be reimbursed by the establishment in which the 
overtime occurred. This reimbursement shall be available to the 
Secretary without fiscal-year limitation to carry out the purposes of 
the section. This will provide continuity in the availability of funds 
to meet the overtime demands of industry at the beginning of the 
fiscal year. Appropriations for regular inspection will not be 
augmented by this provision. 


APPROPRIATIONS 


Section 21 authorizes appropriations necessary to carry out the act. 
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SEPARABILITY 


Section 22 provides for separability in case any provision is held 
invalid. 


EFFECTIVE DATE 


Section 23 makes the act effective upon enactment, but provides 
that no person shall be subject to the act prior to January 1, 1959, 
unless such person applies for and receives inspection under the act 
after January 1, 1958. However, any person who applies for and 
receives inspection after January 1, 1958, shall be subject to all of the 
provisions of the act. Between the date of enactment and January 1, 
1958, the act would be effective only to permit the Department to 
work out administrative plans, hire personnel, and perform other 
functions prerequisite to beginning inspection under the act on Janu- 
ary 1, 1958. Processors receiving inspection under the present vol- 
untary program would not be entitled to have inspection costs borne 
by the Government under this act until January 1, 1958. 


Cost OF THE PROGRAM 


The Department of Agriculture has estimated the initial cost of the 
program provided by the bill as $4,750,000 for fiscal year 1958, and 
the cost for fiscal year 1959 as $7,750,000 to $10 million. The Depart- 
ment’s estimate is as follows: 


DepaRTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 


Washington, D. C., March 28, 1957. 
Mr. HARKER STANTON, 


Counsel, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 

Dear Mr. Stanton: This is in reply to your telephone request to 
the Poultry Division, AMS on March 27, 1957, for the estimated cost 
of a compulsory poultry inspection program assuming legislation is 
passed in the current session of Congress. Estimates heretofore have 
been computed on the assumption that the compulsory inspection 
program would go into full effect July 1, 1959. Data on this assump- 
tion has been provided to the Manpower Utilization Subcommittee 
of the House Post Office and Civil Service Committee. It is our 
understanding, based upon the cited telephone conversation, that full 
effect of the mandatory provisions will be required by January 1, 
1959, instead of July 1, 1959, and that the initial activation of the 
compulsory program insofar as participation of plants is concerned 
will be changed from “effective upon enactment”’ to “effective January 
1, 1958.” 

In view of the current date and the time which will elapse before 
passage of the bill it is unlikely that an appropriation for compulsory 
inspection will be requested for the fiscal year 1957. However, it is 
estimated that $4,750,000 will be required for fiscal year 1958. 

In previous consideration of the program based on the “effective 
upon enactment * * *’” to July 1, 1959, schedule, it had been esti- 
mated that about $7,750,000 would be necessary to finance the program 
in the fiscal year 1959. However, the current interest in the program 
based upon the accelerated rate of new applications for service under 


tT ARIE AO AIOE 


en a AAD 


encima ttre sti 








Ss POULTRY INSPECTION 


the voluntary poultry inspection program indicates that total cover- 
age may be 300 plants more than initially contemplated. Accordingly 
estimates for fiscal year 1959 range from $7,750,000 to $10 million 
depending upon the undetermined number of additional plants con- 
considered, the change in the effective date, plus providing for added 
requirements for antemortem inspection. As the number of plants 
subject to this legislation cannot be determined accurately until a 
survey is made, it will be impossible to develop a more effective esti- 
mate until the 1959 budget is formulated. 
Sincerely yours, 
Roy W. LENNARTSON, 
Deputy Administrator for Marketing Service. 


O 
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AUTHORIZING THE ACQUISITION OF THE REMAINING PROPERTY 
IN SQUARE 725 IN THE DISTRICT OF COLUMBIA, AND THE CON- 
STRUCTION THEREON OF ADDITIONAL FACILITIES FOR THE 
UNITED STATES SENATE 


Marcu 28, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 495] 


The Committee on Public Works, to whom was referred the bill 
(S. 495) to authorize the acquisition of the remaining property in 
square 725 in the District of Columbia, and the construction thereon 
of additional facilities for the United States Senate, having considered 
the same report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 

The amendment is indicated in the bill as reported by linetype and 
italics, and the title of the bill is amended to read as follows: 


A bill to authorize the acquisition of the remaining prop- 
erty in square 725 in the District of Columbia for the pur- 
pose of extension of the site of the additional office building 
for the United States Senate or for the purpose of addition 
to the United States Capitol Grounds. 


PURPOSE 


The purpose of this bill is to authorize the Architect of the Capitol, 
under the direction of the Senate Office Building Commission, to 
acquire by purchase, condemnation, transfer, or otherwise, all publicly 
or privately owned real property in square 725, in the District of 
Columbia, for purposes of extension of the site of the additional 
office building for the United States Senate and for purposes of ex- 
extension of the United States Capitol Grounds, and to provide for 
the demolition and/or removal of any building or other structures 
located on such property. 
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GENERAL STATEMENT 


The continuous growth of the population of the United States, of 
the city of Washington and its environs, and the incessant growth of 
congressional requirements, makes it imperative for the Congress to 
provide itself with adequate space in the vicinity of the Capitol to 
permit its own inevitable future growth. 

The Senate has never been liberal or extravagant in providing 
accommodations for itself or its needs. The Senate personnel totaled 
575 in 1909, 1,092 in 1949, 1,948 in 1954, and over 2,200 in 1956. The 
present Senate Office Building was completed in 1909, except for the 
First Street wing which was erected 1931-33, providing the last accom- 
modations constructed for the Senate. In 1948 construction of an 
additional office building was authorized. Construction thereon was 
initiated in 1955 and the building is scheduled for completion in the 
spring of 1958. Because of inadequate office space in the present 
Senate Office Building the Senate now houses 156 of its employees, 
occupying 32,312 square feet of space, in two Federal buildings near 
the Capitol. 

The growth of population in the area and the increase in personnel 
of the Senate, has an important bearing on the availability, need, and 
use of property in the District of Columbia for housing and office 
purpose. The trend in recent years for labor and similar organiza- 
tions to establish their national headquarters and construct office 
buildings in the District of Columbia has also had its effect on prop- 
erty utilization and property values. 

Since World War II, the effects of these conditions have been dis- 
tinctly noticeable in the vicinity of the Capitol. During this period 
there has been underway a program of restoration and improvement 
of old homes in areas near the Capitol. Such improvements have 
more than doubled property values. Removal of slums and obsolete 
dwellings from other sections near the Capitol will undoubtedly result 
in further improvements and increased property values in other sec- 
tions in that vicinity. These improvements, with the resulting shift 
of population, have already caused increased activity in the real-estate 
market in the Capitol Hill area. 

In 1931, 2 squares were acquired in that area in each of 3 separate 
transactions at a cost of $1 million and less. In 1949, the cost of 
acquiring only one-half of square 725 as a site for the new Senate 
Office Building amounted to $1 million.—In 1954, subsequent to the 
purchase of the west half of that square, the alley dwellings in Schott’s 
Court, located in the east half of the square were purchased by private 
interests and have since been completely rehabilitated and converted 
into deluxe living quarters, resulting in increased property value. 

In view of this noted increase in property values, and the obvious 
need for additional space for expansion of activities in the not too dis- 
tant future, it appears that provisions should be made at this time for 
such future expansion by acquisition of certain adjacent properties. 
It is apparent that in addition to the needs of Congress, it will not be 
too long before an additional building will be needed for the Library 
of Congress, and the Administration Office of the United States Courts 
now housed in the Supreme Court Building. 
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HEARINGS 


The Subcommittee on Public Buildings held public hearings on a 
similar bill in the 84th Congress. Testimony and statements were re- 
ceived by the subcommittee from numerous individuals and organiza- 
tions interested in the legislation. These witnesses included United 
States Senators; Members of the House of Representatives; repre- 
sentatives of the District of Columbia and the National Capital 
Planning Commission; the Architect of the Capitol; representatives of 
the National Woman’s Party, the Veterans of Foreign Wars, historical 
societies, and others. 

Various witnesses approved the purpose of the bill to obtain author- 
ity for the acquisition by Congress of the real property to provide an 
adequate and proper site for the Senate Office Building now under 
construction, and to extend the Capitol Grounds to afford room for 
future expansion of legislative facilities. Acquisition of the area at 
the present time was stated as necessary to improve and make its 
form more practical and usable, to insure protection of the Capitol 
Grounds and its buildings from private development, to obtain the 
property before it is extensively improved and render its acquisition 
more costly, to provide an underground parking area for employees 
and visitors, and its eventual use for building sites. 

The National Woman’s Party owns and occupies the Alva Belmont 
House which is located on 15,017 square feet in square 725, at the 
southeast corner of Constitution Avenue and Second Street. This 
house was apparently built about 1800, and figured prominently in 
the early history of our Nation’s Capital. Shots were fired from this 
house on British soldiers advancing on Washington during the War of 
1812, who set fire to the house and it was partially burned. The house 
has since been restored and is now in a good state of preservation. 
Representatives of the National Woman’s Party and various historical 
societies, and others, requested that this property be exempted from 
the proposed acquisition of the remainder of square 725. 


DISCUSSION 


The committee is of the opinion that the future expansion of legisla- 
tive facilities must be met by enlargement of the present Capitol 
Grounds by acquiring adjacent land suitable for such use. Foresight 
should be exercised and the desired land secured before it is rede- 
veloped for use as national organizational headquarters, large apart- 
ment houses or other expensive modern private buildings. 

A well-defined cycle of growth has been apparent since the turn of 
the century. Increased duties and responsibility of Congress, together 
with the necessary expansion of personnel seems imminent. Since 
World War Il considerable new building and restoration has taken 
place adjacent to and near the Capitol Grounds. 

The committee believes it essential that the remainder of square 
725 be acquired at the present time to protect the old and new Senate 
Office Buildings from adverse or undesirable developments on adjoin- 
ing properties or frontages, to hold these properties in reserve for 
possible future expansion, and to save the added costs of future 
acquisition due to rising land values and inevitable improvements 
which would otherwise occur on the property. It is estimated that 
the property can now be acquired at a cost of $1,500,000. 
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The past delay in authorizing this acquisition has resulted in a 
tremendous increase in value. Further delay will result in a greater 
increase in the value of this square of from $2 to $3 million be- 
cause of proposed or anticipated new buildings in the near future. 
This has been demonstrated in the case of the proposed new House 
Office Building, where a site that had been obtained for a $1.5 million 
apartment building was acquired for about $200,000. 

It is believed extremely unwise and poor planning to build the new 
$20 million Senate Office Building on one-half of a square and have 
one side of that building virtually touching many other buildings of 
various sizes and shapes. United States Capitol buildings should 
certainly be separated from private development by no less than a 
street and some additional open area. Enlarging the Capitol Grounds 
for future building expansion and parking facilities should include 
regular boundaries without indentations projecting into them. 

If past history may be used as a criteria for future congressional 
needs, there remains little doubt that the Senate will require additional 
space for further expansion in the not too distant future. If the east 
half of square 725 is not acquired at this time and held for extension 
of buildings and as additions to the Capitol Grounds, there is no 
effective means of preventing large and modern buildings from being 
erected in the area or the purchase and improvement of the properties 
by speculators, which would result in great increases in property 
values. 

Undue delay could prove very costly, as in the case of the new 
Senate Office Building now under construction. Since that building 
was authorized 8 years ago, building costs have been rising steadily, 
with little indication of leveling off. From the time its construction 
was stopped in 1949 until resumption of construction in 1955, the 
building costs advanced more than 30 percent, which represents an 
increase in cost of over $5 million, which have been met through 
curtailment of the extent of construction. 

There is only one building in the entire area proposed to be acquired 
that is of an historical character, which suggests that it not be de- 
molished at this time. The Alva Belmont House on the southeast 
corner of square 725 is owned by the National Woman’s Party of the 
United States, and is of real historical significance. The committee 
is entirely sympathetic with the idea of preserving items of historic 
value for posterity. It realizes that exemption of certain areas from 
acquisition in the past has proved to be unsatisfactory, and does not 
believe such an exemption in this case would prove desirable. 

These matters were thoroughly discussed and carefully considered 
by the committee in executive session. Various amendments to the 
bill were considered that would exempt certain portions of the property 
from acquisition, exempt same for a period of time, and limit the extent 
of acquisition by condemnation. It was decided that all the real 
property in the square should be acquired, with similar treatment 
given to all organizations as that given to private citizens. 

The committee felt, however, that under the provisions of section 5 
of the bill, acquisition of the property would not necessitate the 
immediate dispossession of the present occupants nor necessarily 
mean the destruction of the buildings at this time. It was thought 
that when title to the property is acquired, the occupants could 
continue for several years as tenants if they so desire, or that other 
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uses could be found for certain of the buildings until their site is 
actually needed for building purposes. For instance, it was suggested 
that the Alva Belmont House be utilized as a residence for the Vice 
President of the United States. Section 5 was amended to permit 
removal of any buildings or structures from the site that may be 
desired, and is construed to authorize the Architect of the Capitol to 
demolish any buildings or structures acquired and remove the debris 
from the site, or in acquisition of the site to permit removal of any 
building or structure therefrom to other sites. 

The committee is aware of the splendid record the Architect of 
the Capitol has made in acquisition of real property for extension 
of the Capitol Grounds without jury trials for determination of com- 
pensation. It is hoped that this fine record can be sustained in this 
instance, and that the property can be obtained by negotiation and 
amicable settlements with owners thereof. 

The committee has provided for the incorporation into the Capitol 
Grounds of certain streets that would be physically within the grounds 
if the one-half block is acquired. The responsibility for maintenance 
and improvement and certain jurisdiction would remain with the 
Commissioners of the District of Columbia, with enforcement of 
parking regulations under the jurisdiction of the Capitol Police Board. 

The committee understands that the District of Columbia is now 
engaged in a study of adjusted zoning regulations to meet the ex- 
pected increase in population and its effect on the areas surrounding 
Capitol Hill. Intensive studies are also in progress on traffic condi- 
tions, the impact which these improvements now underway and 
proposed will have on traffic in and near Capitol Hill, and the possible 
future needs to pass the traffic through the Capitol Grounds. 

The committee urgently recommends enactment of S. 3704 to pro- 
vide for acquisition of the remainder of square 725 at the present 
time for 2 primary purposes, retention for inevitable future expansion 
and a savings in cost to the United States. It is believed that advance 
planning should be continued and the future needs anticipated, not 
only for the Congress, but for the other agencies on Capitol Hill. 

The favorable reports on a similar bill during the 84th Congress from 
the Bureau of the Budget and the National Capital Planning Com- 
mission are as follows: 


EXxecuTiIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGet, 
Washington, D. C., May 11, 1956. 
Hon. Dennis CHAvez, 
Chairman, Committee on Public Works, 
United States Senate, Senate Office Building, 
Washington, D. C. 

My Dear Mr. CuarrMan: This will acknowledge receipt of your 
request of April 24, 1956, for the views of the Bureau of the Budget 
on 5. 3704, to authorize the acquisition of the remaining property in 
square 725 and the property in square 724 in the District of Columbia 
for the purpose of extension of the site of the additional office building 
for the United States Senate or for the purpose of addition to the 
United States Capitol Grounds. 

In connection with our consideration of this bill we requested the 
views of the Commissioners of the District of Columbia, and copies 
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of their reply are enclosed. We believe that the suggestions made 
by the Commissioners merit favorable consideration. 
Subject to the above comment, the Bureau of the Budget would have 
no objection to the enactment of S. 3704. 
Sincerely yours, 
Percy Rappaport, 
Assistant Director, 


Wasuineton, D. C., May 10, 1956, 
Hon. Rocer W. Jones, 
Assistant Director, Legislative Reference, 
Executive Office of the President, 
Bureau of the Budget, Washington, D. C. 

My Dear Mr. Jones: Pursuant to your letter dated April 27, 1956, 
requesting the views of the Board of Commissioners on S. 3704, a 
bill to authorize the acquisition of the remaining property in square 
725 and the property in square 724 in the District of Columbia for 
the purpose of extension of the site of the additional office building 
for the United States Senate or for the purpose of addition to the 
United States Capitol Grounds, the Commissioners submit the fol- 
lowing comments thereon. 

It is suggested that section 2 of the bill be amended as follows: 

Page 2, line 12, strike the words “‘of sidewalks’’. 

This deletion would serve to clarify the intent of section 2. 

Our master highway plan calls for a widening of D Street in the 
area included in the bill, and in order to conform to this plan the south 
curb of D Street is to be removed to a point 4 feet south of the present 
curb line. Therefore, in order to conform S. 3704 to the present 
highway plan of the District of Columbia, it is suggested that the 
following proviso be added to section 2: 

Page 2, line 13, immediately before the period, insert a semicolon 
and the following words: ‘‘Provided, That the north boundary of 
square 724 shall be deemed to extend to a point four feet south of the 
outer face of the existing south curb of D Street in said square’’. 

It is noted that section 6 of the proposed bill extends the jurisdic- 
tion of the Capitol Police to any real property acquired under the bill. 
It is further noted that section 1 contemplates that the land acquired 
pursuant to this bill shall be for the purposes of extension of the site 
of the additional office building for the United States Senate or for 
additions to the United States Capitol Grounds. 

Public Law 785, 80th Congress, in providing for the acquisition of 
the present site (west half of square 725) for the additional office 
building for the United States Senate contains a proviso to the effect 
that upon completion of the project, the building and the grounds and 
the sidewalks surrounding the same shall be subject to the provisions 
of the act of July 31, 1946 (60 Stat. 718), in the same manner and to 
the same extent as the present Senate Office Building and the grounds 
and sidewalks surrounding the same. 

The act of July 31, 1946 is an act to define the area of the United 
States Capitol Grounds and to regulate the use thereof, and for other 
purposes. It is suggested, that since the west half of square 725 1s, 
by the provisions of Public Law 785, 80th Congress, within the area of 
the United States Capitol Grounds, the area defined in S. 3704 be also 
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included in the area of the United States Capitol Grounds. It is 
therefore suggested that S. 3704 be amended to contain the following 
proviso at the end of section 1: 

Page 2, line 9, immediately before the period, insert a semicolon 
and the following language: ‘‘Provided, That upon the acquisition of 
such real property by the Architect of the Capitol on behalf of the 
United States, such property shall be subject to the provisions of the 
Act of July 31, 1946 (60 Stat. 718) in the same manner and to the 
same extent as the present Senate Office Building and the grounds and 
sidewalks surrounding the same’’. 

Subject to the above recommended amendments the Commissioners 
have no objection to S. 3704. 

Yours very sincerely, 
Davin B. Karrick, 
Acting President, Board of Commissioners, 
District of Columbia. 





NATIONAL CapitaL PLANNING CoMMISSION, 
Washington, D. C., May 9, 1956. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, United States Senate, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Cuavez: The National Capital Planning Commis- 
sion at its meeting on May 4, 1956, was pleased to consider your 
request for a report and comment on the bill you introduced jointly 
with Senator Bridges, S. 3704, to authorize the acquisition of the 
remaining property in square 725 and the property in square 724 in 
the District of Columbia for the purpose of extension of the site of 
the additional office building for the United States Senate or for the 
purpose of addition to the United States Capitol Grounds. 

The Commission believes that both these squares in their entirety 
should be added to the Capitol Grounds for the following reasons: 

1. To protect the old and new Senate Office Buildings from adverse 
or undesirable developments on adjoining properties or frontages. 

2. To hold these properties in reserve for possible future expansion. 

3. To save the added costs of future acquisition due to rising land 
values and inevitable improvements which otherwise would occur on 
these squares. 

In this connection, the Commission suggests that consideration be 
given to the longer range but similar objectives of its East Capitol 
Street plan, a proposal which seems to have recurrent favor and which 
is in harmony with the purposes of S. 3704. The recent completion of 
the East Capitol Street bridge again brings to the front some of the 
related features of this plan, which can be carried out only with 
congressional approval. 

Under the original plan of this city, the Capitol was built facing the 
level plateau to the east. This is the natural direction for expansion 
of the legislative establishment or for functions related to or harmoni- 
ous with the legislative arm of the Government. 

A copy of the Commission’s most recent version of the central area 
plan is attached. 


os 
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The Bureau of the Budget advises that it has no objection to the 
submission of the above report. 
Sincerely yours, 
Joun Noten, Jr., Director. 


SECTION-BY-SECTION ANALYSIS 


An analysis of the bill as recommended is as follows: 
Section 1 

This section would authorize the Architect of the Capitol, under the 
direction of the Senate Office Building Commission, in addition to the 
real property heretofore acquired in square 725 of the District of Co- 
lumbia as a site for an additional office building for the United States 
Senate, to acquire on behalf of the United States, by purchase, con- 
demnation, transfer, or otherwise, for purposes of extension of such 
site or for additions to the United States Capitol Grounds, all other 
publicly or privately owned real property in said square 725, including 
alleys or parts of alleys in each instance. Upon acquisition of such 
real property by the Architect, the grounds and sidewalks surrounding 
the same would be subject to the act of July 31, 1946 (60 Stat. 718) 
defining the area of the United States Capitol Grounds and regulating 
the use thereof. 


Section 2 


Section 2 provides that for the purposes of this act and the act of 
June 25, 1948, square 725 shall be deemed to extend to the outer face 
of the curbs surrounding such square. 


Section 3 


This section provides that any proceeding for condemnation brought 
under this act shall be conducted in accordance with the act approved 
Mareh 1, 1929, providing for acquisition of land in the District of 
Columbia for the use of the United States. 

Section 4 

Section 4 provides that, notwithstanding any other provision of law, 
any real property owned by the United States and contained in square 
725 shall, upon request of the Architect of the Capitol, made with the 
approval of the Senate Office Building Commission, be transferred 
to the control of the Architect of the Capitol, and any alley, or part 
thereof, contained in said square, shall be closed and vacated by the 
Commissioners of the District of Columbia in accordance with 
any request therefor made by the Architect of the Capitol with the 
approval of such Commission. 

Section 6 | 

This section provides that upon acquisition of any real nly 
under the terms of this act, when directed by the Senate Office Build- 
ing Commission to so act, the Architect of the Capitol is authorized 
to provide for the demolition and/or removal of any buildings or other 
structures on, or constituting a part of, such property and, pending 
demolition, to lease any or all of such property for such periods and 
under such terms and conditions as he may deem most advantageous 
to the United States, and to provide for the maintenance and protection 
of such property. 
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Section 6 

Section 6 extends the jurisdiction of the Capitol Police to any real 
property acquired under this bill, and that upon completion of acquisi- 
tion of all the properties in square 725 authorized therein, the streets 
in and surrounding that square shall become a part of the United 
States Capitol Grounds, subject to the provisions of the law defining 
the area of the United States Capitol Grounds. Said streets shall 
continue under the jurisdiction and control of the Commissioners of 
the District of Columbia, who shall continue their responsibility for 
the maintenance and improvement thereof, except that the Capitol 
Police Board shall have exclusive charge and control over the parking 
and impounding of vehicles on such streets, and the Capitol Police shall 
be responsible for the enforcement of such parking regulations as may 
be promulgated by the Capitol Police Board. 


Section 7 

This section authorizes the Architect of the Capitol, under the 
direction of the Senate Office Building Commission, to enter into con- 
tracts and to make such other expenditures, including expenditures 
for personal and other services, as may be necessary to carry out the 
purposes of this bill. 
Section 8 


Section 8 authorizes the appropriation of such sums as may be 
necessary to carry out the provisions of this bill. 


O 
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AUTHORIZING ACQUISITION OF PROPERTY IN SQUARE 
724 IN THE DISTRICT OF COLUMBIA FOR EXTENSION 
OF CAPITOL GROUNDS 





Marcu 28, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted 
the following 


REPORT 


[To accompany 8. 728} 


The Committee on Public Works, to whom was referred the bill 
(S. 728) to authorize the acquisition of the remaining property in 
square 725 and the property in square 724 in the District of Columbia 
for the purpose of extension of the site of the additional office building 
for the United States Senate or for the purpose of addition to the 
United States Capitol Grounds, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are indicated in the bill as reported by linetype 
and italics, and the title of the bill is amended to read as follows: 


A bill to authorize the acquisition of the property in square 
724 in the District of Columbia for the purpose of extension 
of the site of the additional office building for the United 
States Senate or for the purpose of addition to the United 
States Capitol Grounds. 


PURPOSE 


The purpose of this bill is to authorize the Architect of the Capitol, 
under the direction of the Senate Office Building Commission, to 
acquire by purchase, condemnation, transfer, or otherwise, all publicly 
or privately owned real property in square 724 in the District of 
Columbia, for purposes of extension of the site of the additional office 
building for the United States Senate and for purposes of extension 
of the United States Capitol Grounds, and to provide for the demoli- 
tion of any building or other structures located on such property. 


86006 
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GENERAL STATEMENT 


The continuous growth of the population of the United States, of 
the city of Washington and its environs, and the incessant growth of 
congressional requirements, makes it imperative for the Congress to 
provide itself with adequate space in the vicinity of the Capitol to 
permit its own inevitable future growth. 

The Senate has never been liberal or extravagant in providing 
accommodations for itself or its needs. The Senate personnel totaled 
575 in 1909, 1,092 in 1949, 1,948 in 1954, and over 2,200 in 1956. 
The present Senate Office Building was completed in 1909, except for 
the First Street wing which was erected 1931-33, providing the last 
accommodations constructed for the Senate. In 1948 construction of 
an additional office building was authorized. Construction thereon 
was initiated in 1955, and the building is scheduled for completion in 
the spring of 1958. Because of inadequate office space in the present 
Senate Office Building, the Senate now houses 156 of its employees, 
occupying 32,312 square feet of space, in two Federal buildings near 
the Capitol. 

The growth of population in the area and the increase in personnel 
of the Senate have an important bearing on the availability, need, and 
use of property in the District of Columbia for housing and office 
purposes. The trend in recent years for labor and similar organizations 
to establish their national headquarters and construct office buildings 
in the District of Columbia has also had its effect on property utiliza- 
tion and property values. 

Since World War II, the effects of these conditions have been 
distinctly noticeable in the vicinity of the Capitol. During this 
period there has been underway a program of restoration and improve- 
ment of old homes in areas near the Capitol. Such improvements 
have more than doubled property values. Removal of slums and 
obsolete dwellings from other sections near the Capitol will undoubtedly 
result in further improvements and increased property values in other 
sections in that vicinity. These improvements, with the resulting 
shift of population, have already caused increased activity in the real- 
estate market in the Capitol Hill area. 

In 1931, 2 squares were acquired in that area in each of 3 separate 
transactions at a cost of $1 million and less. In 1949, the cost of 
acquiring only one-half of square 725 as a site for the new Senate 
Office Building amounted to $1 million. In 1954, subsequent to the 
purchase of the west half of that square, the alley dwellings in Schott’s 
Court, located in the east half of the square were purchased by private 
interests and have since been completely rehabilitated and converted 
into deluxe living quarters, resulting in increased property value. 

In view of this noted increase in property values, and the obvious 
need for additional space for expansion of activities in the not-too- 
distant future, it appears that provisions should be made at this time 
for such future expansion by acquisition of certain adjacent properties. 
It is apparent that in addition to the needs of Congress, it will not be 
too long before an additional building will be needed for the Library 
of Congress, and the Administration Office of the United States 
Courts now housed in the Supreme Court Building. 
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HEARINGS 


The Subcommittee on Public Buildings held public hearings on a 
similar bill during the 84th Congress. Testimony and statements 
were received by the subcommittee from numerous individuals and 
organizations interested in the legislation. These witnesses included 
United States Senators; Members of the House of Representatives; 
representatives of the District of Columbia and the National Capital 
Planning Commission; the Architect of the Capitol; representatives 
of the National Woman’s Party, the Veterans of Foreign Wars, 
historical societies, and others. 

Various witnesses approved the purpose of the bill to obtain au- 
thority for the acquisition by Congress of the real property to provide 
an adequate and proper site for the Senate Office Building now under 
construction, and to extend the Capitol Grounds to afford room for 
future expansion of legislative facilities. Acquisition of the area at 
the present time was stated as necessary to improve and make its 
form more practical and usable, to insure protection of the Capitol 
Grounds and its buildings from private development, to obtain the 
property before it is extensively improved and render its acquisition 
more costly, to provide an underground parking area for employees 
and visitors, and its eventual use for building sites. 

Opposition to Federal acquisition of square 724 was expressed by 
representatives of the Veterans of Foreign Wars, who outlined their 
plans and procedures in assessing their membership to purchase the 
necessary land in Washington for construction of a $1,500,000 national 
war memorial building. A site on square 724 has been acquired at a 
cost of about $150,000, on which they had hoped to erect the building. 
Additional expenditures have been incurred in design work and 
foundation investigations. An early decision on the matter was 
requested. 

DISCUSSION 


The committee is of the opinion that the future expansion of legis- 
lative facilities must be met by enlargement of the present Capitol 
Grounds by acquiring adjacent land suitable for such use. Foresight 
should be exercised and the desired land secured before it is redevel- 
oped for use as national organizational headquarters, large apartment 
houses or other expensive modern private buildings. 

A well-defined cycle of growth has been apparent since the turn of 
the century. Increased duties and responsibility of Congress, to- 
gether with the necessary expansion of personnel seems imminent. 
Since World War II considerable new building and restoration has 
taken place adjacent to and near the Capitol Grounds. 

The committee believes it essential that square 724 be acquired at 
the present time to protect the old and new Senate Office Buildings 
from adverse or undesirable developments on adjoining properties or 
frontages, to hold these properties in reserve for possible future ex- 
pansion, and to save the added costs of future acquisition due to rising 
land values and inevitable improvements which would otherwise occur 
on the property. It is estimated that the property can now be ac- 
quired at a cost estimated to be $3,500,000. 

The past delay in authorizing this acquisition has resulted in a 
tremendous increase in value. Further delay will result in a greater 
increase in the value of this square of from $4 million to $5 million 
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4 AUTHORIZING PROPERTY FOR CAPITOL GROUNDS 


because of proposed or anticipated new buildings in the near future. 
This has been demonstrated in the case of the proposed new House 
Office Building, where a site that had been obtained for a $1.5 million 
apartment building was acquired for about $200,000. 

If past history may be used as a criteria for future congressional 
needs, there remains little doubt that the Senate will require additional 
space for further expansion in the not-too-distant future. If square 
724 is not acquired at this time and held for extension of buildings 
and as additions to the Capitol Grounds, there is no effective means 
of preventing large and modern buildings from being erected in the 
area or the purchase and improvement of the properties by speculators, 
which would result in great increases in property values. 

Undue delay could prove very costly, as in the case of the new 
Senate Office Building now under construction. Since that building 
was authorized 8 years ago, building costs have been rising steadily, 
with little indication of leveling off. From the time its construction 
was stopped in 1949 until resumption of construction in 1955, the 
building costs advanced more than 30 percent, which represents an 
increase in cost of over $5 million, which has been met through curtail- 
ment of the extent of construction. 

The committee recognizes the concern of certain property owners 
in square 724 relative to the acquisition of their real property. The 
Veterans of Foreign Wars have raised funds throughout the United 
States for construction of an elaborate memorial building in square 
724. To permit them to proceed with their plans would further 
increase the Federal cost of acquisition at a later date, and necessitate 
their constructing another building at that time, including acquisition 
of another site at probable then inflated prices, and with even greater 
restriction in choice of sites that now exist. In their consideration of 
the acquisition of the site owned by the Veterans of Foreign Wars, 
the committee requested the Architect of the Capitol to consult and 
cooperate with officials of that organization and assist them in every 
possible manner in locating a suitable alternate site prior to acquisition 
of their property. It is understood that a satisfactory site has been 
located and options taken thereon. It therefore behooves the com- 
mittee to permit them to dispose of their property in square 724 at 
an early date. 

These matters were thoroughly discussed and carefully considered 
by the committee in executive session. Various amendments to the 
bill were considered that would exempt certain portions of the property 
from acquisition, exempt same for a period of time, and limit the 
extent of acquisition by condemnation. It was decided that all the 
real property in the square should be acquired, with similar treatment 
given to all organizations as that given to private citizens. 

The committee felt, however, that under the provisions of section 5 
of the bill, acquisition of the property would not necessitate the im- 
mediate dispossession of the present occupants nor necessarily mean 
the destruction of the buildings at this time. It was thought that 
when title to the property is acquired, the occupants could continue 
for several years as tenants of they so desire, or that other uses could 
be found for certain of the buildings until their site is actually needed 
for building purposes. 

The committee is aware of the splendid record the Architect of the 
Capitol has made in acquisition of real property for extension of the 
Capitol Grounds without jury trials for determination of compensa- 
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tion. Itis hoped that this fine record can be sustained in this instance, 
and that the property can be obtained by negotiation and amicable 
settlements with owners thereof. 

The committee has provided for the incorporation into the Capitol 
Grounds of certain streets that would be physically within the grounds 
if the block is acquired. The responsibility for maintenance and 
improvement and certain other jurisdiction would remain with the 
Commissioners of the District of Columbia, with enforcement of 
parking regulations under the jurisdiction of the Capitol Police Board. 

The committee understands that the District of Columbia is now 
engaged in a study of adjusted zoning regulations to meet the expected 
increase in population and its effect on the areas surrounding Capitol 
Hill. Intensive studies are also in progress on traffic conditions, the 
impact which these improvements now underway and proposed will 
have on traffic in and near Capitol Hill, and the possible future needs 
to pass the traffic through the Capitol Grounds. 

The committee urgently recommends enactment of S. 728 as 
amended to provide for acquisition of square 724 at the present time 
for two primary purposes, retention for inevitable future expansion 
and a savings in cost to the United States. It is believed that advance 
planning should be continued and the future needs anticipated, not 
only for the Congress, but for the other agencies on Capitol Hill. 

The favorable reports on this bill from the Bureau of the Budget and 
the National Capitol Planning Commission are as follows: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
March 19, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CuatrMan: This is in reply to your letter of January 
18, 1957, requesting the views of the Bureau of the Budget on S. 728, 
to authorize the acquisition of the remaining property in square 725 
and the property in square 724 in the District of Columbia for the 
purpose of extension of the site of the additional office building fer 
the United States Senate or for the purpose of addition to the United 
States Capitol Grounds. 

We note that this bill has been revised to meet the objections 
raised by the District of Columbia on a smiliar bill last year. We 
also understand that this bill is favored by the National Capital 
Planning Commission. The Bureau of the Budget would have no 
objection to the enactment of S. 728. 

Sincerely yours, 
A. R. Jonss, Deputy Director. 





NaTIONAL CapiTaL PLANNING COMMISSION, 
Washington, D. C., February 14, 1967. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
United States Senate. 
Dear Senator Cuavez: The National Capital Planning Cummis- 
sion at its meeting on January 31, 1957, was pleased to consider your 
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request for a report and comment on S. 728, introduced jointly by 
Senators Hayden and Bridges, to authorize the acquisition of the 
remaining property in square 725 and the property in square 724 in 
the District of Columbia for the purpose of extension of the site 
of the additional office building for the United States Senate or for 
the purpose of addition to the United States Capitol Grounds. 

The Commission believes that both these squares in their entirety 
should be added to the Capitol Grounds for the following reasons: 

1. To protect the Old and New Senate Office Buildings from 
adverse or undesirable developments on adjoining properties 
or frontages. 

2. To hold these properties in reserve for possible future 
expansion. 

3. To save the added costs of future acquisition due to rising 
land values and inevitable improvements which otherwise would 
occur on these squares. 

In this connection, there appears to be need for similar protection 
and reservation for future use through the acquisition of part or 
all of the square immediately east of the Supreme Court Building, as 
proposed in the Commission’s long-range general plan for the area on 
both sides of the eastern axis of the Capitol, extending to Lincoln 
Square and beyond. Under the original plan of this city, the Capitol 
was built facing the level plateau to the east. This is the natural 
direction for expansion of the legislative establishment or for functions 
related to or harmonious with the legislative arm of the Government. 
A copy of the Commission’s most recent version of the central area 
plan is attached. 

The Bureau of the Budget advises that it has no objection to the 
submission of the above report. 

Sincerely yours, 

JoHN NOouen, Jr., Director. 


SECTION-BY-SECTION ANALYSIS 


An analysis of the bill as recommended is as follows: 


Section 1 

This section would authorize the Architect of the Capitol, under the 
direction of the Senate Office Building Commission, in addition to the 
real property heretofore acquired in square 725 of the District of 
Columbia as a site for an additional office building for the United 
States Senate, to acquire on behalf of the United States, by purchase, 
condemnation, transfer, or otherwise, for purposes of extension of such 
site or for additions to the United States Capitol Grounds, all other 
publicly or privately owned real property in square 724, including 
alleys or parts of alleys in each instance. Upon acquisition of such 
real property by the Architect, the grounds and sidewalks surrounding 
the same would be subject to the act of July 31, 1946 (60 Stat. 718) 
defining the area of the United States Capitol Grounds and regulating 
the use thereof. 


Section 2 

Section 2 provides that for the purposes of this act and the act of 
June 25, 1948, square 724 shall be deemed to extend to the outer 
face of the curbs surrounding such square, except that the north 
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boundary of square 724 shall be deemed to extend to a point 4 feet 
south of the outer face of the south curb of D Street in said square. 


Section 3 

This section provides that any proceeding for condemnation brought 
ander this act shall be conducted in accordance with the act approved 
March 1, 1929, providing for acquisition of land in the District of 
Columbia for the use of the United States. 


Section 4 

Section 4 provides that notwithstanding any other provision of law, 
any real property owned by the United States and contained in square 

724 shall upon request of the Architect of the Capitol, made with 
the approval of the Senate Office Building Commission, be transferred 
to the control of the Architect of the Capitol, and any alley, or part 
thereof, contained in said square, shall be closed and vacated by the 
Commissioners of the District of Columbia in accordance with any 
request therefor made by the Architect of the Capitol with the 
approval of such Commission. 
Section 5 

This section provides that upon acquisition of any real property 
under the terms of this act, when directed by the Senate Office Build- 
ing Commission to so act, the Architect of the Capitol is authorized 
to provide for the demolition of any buildings or other structures on, 
or constituting a part of, such property and, pending demolition, to 
lease any or all of such property for such periods and under such 
terms and conditions as he may deem most advantageous to the 
United States, and to provide for the maintenance and protection of 
such property. 
Section 6 

Section 6 extends the jurisdiction of the Capitol Police to any real 
property acquired under this bill, and that upon completion of acqui- 
tion of all the properties in square 724 authorized therein, the streets 
in and surrounding that square shall become a part of the United 
States Capitol Grounds, subject to the provisions of the law defining 
the area of the United States Capitol Grounds. Said streets shall 
continue under the jurisdiction and control of the Commissioners of 
the District of Columbia, who shall continue their responsibility for 
the maintenance and improvement thereof, except that the Capitol 
Police Board shall have exclusive charge and control over the parking 
and impounding of vehicles on such streets, and the Capitol Police 
shall be responsible for the enforcement of such parking regulations 
as may be promulgated by the Capitol Police Board. 
Section 7 

This section authorizes the Architect of the Capitol, under the 
direction of the Senate Office Building Commission, to enter into con- 
tracts and to make such other expenditures, including expenditures 
for personal and other services, as may be necessary to carry out the 
purposes of this bill. 
Section 8 

Section 8 authorizes the appropriation of such sums as may be 
necessary to carry out the provisions of this bill. 


O 
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Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany &. 1771] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1771) to provide for a 1957 corn base acreage of 51 million 
acres, and for other purposes, having considered the same, report it 
back with a recommendation that it do pass. 


EXPLANATION OF THE BILL 


This bill would— 

(1) establish a base acreage of 51 million acres for the 1957 
corn crop in lieu of the 1957 acreage allotment of 37,288,889 acres; 

(2) require participation in the acreage reserve program for 
corn or the conservation reserve program to the extent of an acre- 
age equal to 15 percent of the farm corn base acreage as a con- 
dition of 1957 crop corn price support in the commercial area; 

(3) raise the 1957 support level for corn outside the com- 
mercial area from 75 percent to 82% percent of the commercial 
area level (the 1956 level having been 82% percent); 

(4) repeal that part of section 308 (d) (3) of the Agricultural 
Act of 1956 which would require 1957 corn crop outside the 
commercial area to be supported at 70 percent of parity if 
support should be made available to producers in the commercial 
area not complying with acreage limitations; and 

(5) require a study and report on a feed-grain program which 
can be made effective with the 1958 crop. 

The requirement as to soil bank participation, and the increase in 
the noncommercial area price-support level, are not specified by the 
bill; but result, under sections 308 (a) and 308 (d) (2) of the Agricul- 
tural Act of 1956, from establishment of a base acreage for corn. The 
price support level in the commercial area which has been announced 
at not less than $1.36 for 1957, would not be affected by the bill. 

86006 
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Last year the Secretary of Agriculture exercised his authority 
under the Agricultural Act of 1949 to make price support available 
to producers. not complying with their acreage allotments. Subse- 
qunely he exercised his authority under the Agricultural Act of 1956 
to make price support available to producers not complying with the 
acreage limitations prescribed by that act. Section 308 (d) (3) of 
the Agricultural Act of 1956, as it is now written, would require the 
noncommercial area support level for 1957 to be set at not less than 
70 percent of parity if the Secretary should make price support 
available in 1957 to producers in the commercial area not complying 
with acreage limitations. Seventy percent of the March parity 
price for corn ($1.81) would be about $1.27. As indicated in the 
hearings (p. 30 et seq.), support of producers in the noncommercial 
area (who are not required to comply with acreage limitations) at 
$1.27 would make it difficult to provide a lower support price in the 
commercial area for producers not complying with acreage limita- 
tions; and if price support at $1.27 were made available to the latter, 
$1.36 would not provide sufficient incentive to obtain extensive com- 
pliance. The bill would therefore amend section 308 (d) (3) to 
eliminate this requirement. If it should become necessary again to 
make price support available to producers in the commercial area 
who do not comply with any acreage limitations, the committee feels 
that such support should not be higher than that in the noncom- 
mercial area ($1.12 on the basis of support for compliers in the com- 
mercial area of $1.36). 

Acreage allotments and the price-support level after 1957 would 
continue to be established as provided by the Agricultural Adjust- 
ment Act of 1938 and the Agricultural Act of 1949. Thus corn would 
continue to be covered by these acts as a “‘basic’’ commodity. 

Testimony during the hearings indicated that one of the difficulties 
of making a corn program effective was the shifting of acreage to 
alternative feed grains not under any control. Witnesses from each 
farm organization participating in the hearing, while differeing as to 
method, supported the idea that Congress and the Department of 
Agriculture must consider the total feed- -grain supply, recognizing the 
alternate use of different feeds. Even the Department of Agric ulture’s 
witness emphasized the problem was not corn alone, but the total feed 
grain supply. 

Lateness of the season made it appear impractical to place a new 
overall feed-grain program into effect this year. For that reason the 
committee expressed the hope increased corn participation in the soil 
bank under this bill in 1957 would help reduce the total feed supply 
to some extent, but nevertheless felt a start should be made at once 
toward the broader objective of seeking to bring the total feed supply 
into better balance with demand. 

Part of the difficulty encountered by Congress in working out a 
satisfactory program for feed gains in 1956, and again this year, 
resulted from a lack of data. The report required of the Secretary 
by the bill should therefore include all such historic data as may be 
obtained to assist Congress in working out a satisfactory program. 


BACKGROUND 


The Agricultural Act of 1956 provided for a base acreage of 51 
million acres in lieu of an acreage allotment for corn for 1956. It 
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further provided for a referendum of corn producers, which was held 
December 11, 1956, to determine whether producers favored (1) a 
base acreage of 51 million acres whenever an acreage reserve program 
was in effect for corn and, beginning with the 1957 crop, discretionary 
price support and no acreage allotment, or (2) acreage allotments and 
price support as provided by the Agricultural Adjustment Act of 1938 
and the Agricultural Act of 1949. Sixty-one and a half percent of the 
farmers voting in the referendum favored the first alternative, but 
under the law a two-thirds majority was required to make it effective. 
After Congress convened in January, a number of bills affecting the 
corn program were introduced, both in the Senate and the House of 
Representatives; and the Subcommittee on Agricultural Production, 
Marketing, and Stabilization of Prices of this committee held hearings 
on S. 829, S. 1013, S. 1014, S. 1076, S. 1125, S. 1362, S. 1441, and 
S. 1149. The Committee on Agriculture of the House of Representa- 
tives reported H. R. 4901, which, after extensive amendment by the 
House, was rejected by the House. 


PROGRAM OPERATION AND COST 


The following letter from the Secretary of Agriculture describes the 
administration and effect of this bill. From the letter it can be seen 
that the Government expenditure under the bill would be $100 million 
for additional 1957 corn acreage reserve participation. The extent 
to which price-support programs might be affected by the bill cannot 
be accurately determined. The bill is effective only for 1957. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, March 29, 1957. 
Hon. ALLEN J. ELLENDER, 
United States Senate. 


Dear Senator Evtenper: At the meeting of the Senate Com- 
mittee on Agriculture and Forestry on March 21, you requested infor- 
mation as to the current status of the corn acreage reserve program, an 
interpretation by our Office of General Counsel with respect to the 
effects of the proposed new corn legislation on soil-bank agreements 
already signed, and proposed soil-bank operating procedure in case 
this new corn legislation is approved. 

A State-by-State analysis of the current status of the 1957 corn 
acreage reserve program is contained in the attached table I. This 
table indicates that as of March 22, 1957, we have firm agreements 
with about 325,000 farmers covering 4.6 million acres and for which the 
maximum compensation will be $171 million. 

On March 14, after the adverse action in the House of Representa- 
tives with respect to corn legislation, in order to be fair to those farmers 
who needed a definite decision as to whether we would accept the addi- 
tional acreage offered, we announced that we would accept “over 
limit’’ corn acreage under the soil bank. This had previously been 
done for all other commodities under the acreage reserve program. 

As of March 22, in addition to the firm agreements signed, we have 
offers covering this ‘‘over limit” acreage still in the process of being 
signed, covering 1.1 million acres and amounting to about $37 million. 
It is probable that not all of the offers above the individual farm maxi- 
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mum will ultimately be consummated into firm contracts. Therefore, 
it is probable that the total costs of the corn program, in the absence of 
new legislation, will be approximately $200 million. Thus, it appears 
that about 5.5 million acres will be signed up in the 1957 acreage 
reserve program with the present allotment. This compares with 
our announced goal of 4.5 to 5.5 million acres. Table 1 shows the 
signup by States. 

Under section 105 (c) of the Soil Bank Act the total compensation 
paid producers for participating in the acreage reserve program with 
respect to any crop year may not exceed $750 million, and with respect 
to corn for any crop year may not exceed $300 million. Of the former 
amount the share for corn was $217.5 million. If $300 million were 
used for corn, about $82.5 million would have to be shifted to corn 
from unused funds originally allocated by the Department to other 
commodities. This in turn would make available for corn approxi- 
mately $100 million for possible additional signup in the 1957 acreage 
reserve program. Table II (attached) shows the 1957 acreage reserve 
fund utilization by commodities and the shifts which would have to 
be made from funds allocated to other commodities to corn. 

While under this proposed corn legislation it could be possible for 
corn producers to place increased acreage in the soil bank, the bill 
neither would cancel the agreements which have already been signed 
with producers under the acreage reserve program for the 1957 crop 
of corn, nor would it give the producers the right to terminate such 
agreements. It would leave those agreements in effect except that 
the amount of corn which the producers could produce and still com- 
ply with their agreements would be increased by the difference between 
their 1957 farm acreage allotments as previously established under the 
Agricultural Adjustment Act of 1938 and his farm base acreage as 
determined under this bill (which will be the same as the base acreage 
of which the producer was notified for purposes of the referendum 
held December 11, 1956, pursuant to section 308 (b) of the Agricul- 
tural Act of 1956). 

If the acreage which the producer has already placed in the soil 
bank is not equal to 15 percent of his farm base acreage, he would 
have to put sufficient additional acreage in either the acreage reserve 
or the conservation reserve to bring his participation in the soil bank 
up to 15 percent of his farm base acreage in order to qualify for price 
support, except that if price support is made available to noncom- 
pliers, a producer who does not meet the ‘15 percent’’ requirement 
would be eligible for such support. 

The Secretary would, of course, have authority under other pro- 
visions of the Soil Bank Act to consent to the termination of agree- 
ments by producers if he found such action to be necessary or desirable 
in carrying out the provisions of this bill. However, we would not 
want to cancel existing contracts except in exceptional circumstances. 

Our proposed soil bank operating procedure in case this bill is passed 
is as follows: 

(a) We would reallocate the available funds from other commodities 
to corn. 

(b) Available funds would be used for additional corn acreage in the 
following order of priority: 

1. Each farm now under agreement would be offered an opportunity 
to increase cor acreage in the acreage reserve up to 15 percent of the 
respective corn base. 
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2. All other corn farms in the commercial corn area would be 
allowed to sign agreements for the larger of 5 acres or 15 percent of 
the farm corn soil-bank base. 

3. If it should appear that this would not exhaust available funds 
an equitable method for additional signup would be developed. 

(c) Initial allocation of available acreage reserve funds would be 
made to counties and States in proportion to the number of acres of 
corn allotment on farms not presently covered by acreage reserve 
agreements multiplied by the approved compensation rate per acre. 
Initial allocations would be increased or decreased as necessary to 
first permit all farmers desiring to do so to enter the 5 acres—15 
percent maximum. 

It is not expected that many farmers would place acreage in the 
conservation reserve in order to be eligible for price support. In view 
of the large sums still unused in the conservation reserve program, no 
problems of fund allocation are anticipated. 

(d) The signup would be reopened under the above conditions. 
The final signup date would be 3 weeks after the bill becomes law. 

Of course, you recognize that farmers generally have made their 
1957 plans on the assumption that there would be no new corn legis- 
lation. In view of the delays which have occurred there will be many 
administrative problems. These will include reopening the signup to 
those who have already signed firm agreements but for whom the 
amount in the acreage reserve would be less than 15 percent of their 
acreage base. Then, there would be those producers who want to 
participate on the basis of their acreage base but who felt that they 
could not because of the size of their acreage allotments. All farmers 
who signed firm contracts would have to be officially notified of their 
new permitted acreage. Of course, some currently signed up may 
desire to cancel their contracts because of the change of rules. This 
may create certain administrative problems. 

Sincerely yours, 
E. T. Benson, Secretary. 
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TaBLE I,—1957 corn acreage reserve progress report through Mar. 22, 1957—revised 



























































Signed contracts Acreage reserve | 1957 acreage allotment for 
Total com- old farms ! 
oad te pensation ae 
if all offers 
State become Percent 
Percent | Acres in Total firm con- under | Percent 
Number | of all old | firm con- acres tracts Total acres | firm con- | offered 
farms | tracts | offered tract (44+-6) 
(3+6) 
(1) (2) (3) | (4) (5) (6) (7) (8) 
| 
Aisboma: ..c..~is- 6, 435 22.2 58, 301 59, 825 $1, 763, 652 303, 314 19.2 19,7 
Arkansas_........-/ 1, 316 11.6 | 8, 578 | 8, 693 | 199, 935 87, 706 9.8 9.9 
Delaware........-. 1, 141 7.71 Tis 19, 798 891, 503 108, 971 15.7 18.2 
I aati 2, 604 16.6 38, 459 44, 419 | 836, 415 378, 147 10.2 11.7 
ee 26, 516 11.5 | 357,794 419, 102 | 19, 538, 671 5, 857, 909 6.1 7.2 
RE Ss oo 2 E 28, 292 16.0 | 326,736 | 361,881 | 17, 131, 431 3, 016, 533 10.8 12.0 
Ti 37, 757 7.7 1 625,378 | 847,713 | 37,528,274 | 6, 862, 686 9.1 12.4 
ee 2 > eek 2 es 11, 806 33. 4 202, 163 | 268, 046 6, 832, 488 905, 079 22.3 29.6 
Kentucky..-..--..-- | 19, 253 | 24.3 190, 155 215, 823 7, 789, 048 909, 810 20.9 23.7 
Maryland......... | 1, 955 10.4 | 22,951 27, 245 1, 205, 319 263, 825 8.7 10.3 
Michigan_......... 17, 007 17.3 169, 806 184,219 | 8, 197, 758 995, 695 ah 18.5 
Minnesota. -......- 15, 784 11.7 212, 358 249, 868 9, 769, 822 3, 436, 176 6.2 7.2 
PEORIA oom nccan 34, 016 25.8 507, 341 583, 335 | 21, 344, 215 2, 381, 250 21.3 24.5 
Nebraska... | 45, 981 47.4 | 969,999 |1, 391,711 | 36, 769, 007 4, 172, 390 23.2 33.4 
New Jersey_...---- | 1, 590 23.5 22, 814 24, 108 1, 223, 244 104, 900 21.7 23.0 
North Carolina_.__| 10, 009 12.8 80, 971 85, 755 2, 870, 211 850, 262 9.5 10.1 
North Dakota___-. 485 19.5 7, 161 8,238 | 188, 068 71, 182 10.1 11.6 
TS aceicccceent! Yay eee 15.0 262, 192 282,796 | 14, 532,867 | 2, 156, 784 12.2 13.1 
Pennsylvania. --.-- \ 5, 871 10.3 55,524} 60,318 | 2,822, 288 582, 079 9.5 10. 4 
South Dakota....- 9, 196 17.7 183,945 | 246,279 6, 496, 830 1, 948, 675 9.4 12.6 
Tennessee. ___....- 10, 085 22.1 99,828 | 108, 092 3, 025, 505 458, 135 21.8 23.6 
aa 1, 339 14.0 16, 105 17, 176 684, 991 123, 548 15.0 13.9 
West Virginia..._- 135 11.8 1, 966 2, 042 83, 616 15, 835 12.4 12.9 
Wisconsin. -......- 12, 285 13.1 136, 596 151, 122 7, 200, 984 1, 297, 998 10.5 11.6 
UE iia 324, 596 | 18.2 |4, 574, 254 |5, 667, 604 |208, 926, 142 | 37, 288, 889 12.3 | 15.2 
| | | | 
1 Excludes ineligible new farms and reserves, 
Source: CSS, Soil Bank Division. 
TaBLeE II.—195?7 acreage reserve fund utilization 
{In million dollars] 
Maximum Maximum Amount 
Commodity permitted Allocation | payment as | available for 
in any crop as of Mar. | reallocation 
year 22, 1957 to corn 
300 217.5 A 
300 217.5 157.0 60.5 
23 14.0 13.5 5 
45 34.1 18.0 16.1 
375 7.6 235. 0 32.6 





1 1,050 1750.7 631. 5 2109.7 





1 Not more than $750 million can be used for all commodities in any 1 year. 
4 Of this amount up to $82.5 million would be reallocated to corn. 


VIEWS OF FARM ORGANIZATIONS 


The committee requested views on the bill from the National 
Farmers Union, the American Farm Bureau Federation, the National 
Grange, and the National Council of Farmer Cooperatives. The 
views of the first three organizations are attached. The last named 
organization advised that it had not taken a position on the bill and 
consequently would not submit written views. 
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[Telegram] 


Wasuineaton, D. C., March 25, 1957. 
Hon. Aten J. ELLENDER, 
Senate Office Building, Washington, D. C. 


Replying to your request by telephone this afternoon for our reac- 
tion to the corn and feed grains bill reported by your committee this 
morning. We welcome this positive action to improve the corn and 
feed grain farm income situation in 1957 and later years. While the 
bill is pitifully short of the comprehensive long-range program that is 
so badly needed, the committee bill is a major improvement over the 
existing situation in two important respects: First, it establishes a 
solid recognition of and basis for later congressional action to enact 
legislation dealing with the entire feed-grain corn and _ livestock 
economic structure from a comprehensive income improvement and 
supply management basis and second, it provides at least partially 
for 1957 the type of improvement in the corn situation that a legally 
sufficient number of corn producers voted their confidence that Con- 
gress would enact without permanently destroying the basic status 
of corn. We hope you will find it possible to support the bill and 
proposed amendments to further improve it along the lines of our 
recommendations to your committee on March 4. 


JoHN A. BAKER, 
Coordinator of Legislative Services 

~ r . ’ - 

National Farmers’ Union. 


AmeriIcAN Farm Bureau FEDERATION, 
Washington, D. C., March 26, 1957. 
Hon. ALLEN J. ELLENDER, 
United States Senate, 
Washington, D. C. 

Dear ALLEN: This is in reply to your request for a statement 
regarding our position at this time concerning corn legislation for 1957. 

At our annual meeting last December, the voting delegates went on 
record favoring the enactment of legislation providing for the type 
of corn program favored by the large majority of farmers affected. 
In support of this policy, representatives of the American Farm 
Bureau Federation appeared before the House Agriculture Committee 
and a subcommittee of the Senate Committee on Agriculture and 
Forestry urging that Congress quickly pass a simple corn bill. 

We indicated that the early passage of a simple bill was urgent 
because plans for spring planting were being made and farmers 
needed to know as soon as possible what kind of program would be in 
effect in 1957. These statements were made in January and early 
February. 

The House of Representatives on March 13, 1957, by a record vote 
of 188 yeas to 217 nays, defeated a simple bill designed to permit 
corn farmers in 1957 to participate in the kind of program which 
they prefer. The House Agriculture Committee was split on the 
issue. Most of the minority members finally supported legislation 
to give commercial area corn farmers a program in 1957 similar to 
the options offered farmers in the corn referendum last December 
which was favored by 61% percent of the approximately 440,000 


23001°—58_ S. Rept., 85-1, vol. 1——71 








8 1957 CORN BASE ACREAGE 


farmers voting in the referendum. Most of the majority members 
insisted that the acreage reserve program of the soil bank must also 
be opened up to grain sorghums, barley, rye, oats, soybeans, flax seed 
and noncommercial area corn. The House refused to pass any of the 
various proposals that were offered. 

We understand that the Senate Committee on Agriculture and 
Forestry yesterday on a split vote reported out a bill which would 
substitute a 51-million acre corn base acreage for the 37.3 million acre 
national corn allotment. 

Since the House has debated the subject this year at considerable 
length and refused to change the current law, it appears to us that 
before the Senate acts, it may want to determine whether there is 
any possibility of action being taken by the House on legislation that 
would be effective and financially sound in sufficient time to be of 
any assistance in adjusting production to demand in 1957. 

In considering this problem, the experience of last year in connection 
with passage of the Agricultural Act of 1956 should be added to the 
attitude shown by the House this year on corn legislation. Last year, 
soil bank legislation was passed after most of the corn was planted. 

As early as April 5, 1956, the American Farm Bureau Federation 
pointed out that “It is too late for a soil bank plan to be of any benefit 
to farmers this year.” 

Nevertheless, the group in the House which opposed corn legisla- 
tion this year were the ones who put through the amendment on May 
3, 1956, which forced payments in 1956 on a 51-million-acre soil- 
bank corn base, even though most of the corn area had already been 
planted, which made it obvious that such payments would not make 
an appreciable contribution to bringing supplies into balance with 
demand. 

Because the law directed it, $179 million was paid out under a 
situation which doomed it from the start to ineffectiveness so far as 
adjusting production was concerned. 

Once again consideration is being given to legislation which will 
help farmers bring supplies into line with demand. Once again it 
probably is too late for legislation to be passed that will make any 
real contribution to lifting the price-depressing surpluses off the backs 
of farmers. 

We understand that about 5% million acres of cornland have been 
offered for Government soil-bank contract. 

Farmers have made their plans and corn-planting time is practically 
here. Legislation must run the gantlet of the Senate, the House, and 
probably conference between the two bodies to iron out differences 
with the agreement then being reconsidered by the Senate and the 
House before being sent to the President for consideration. 

This situation suggests questions such as the following: How much 
will corn farmers reduced plantings below that to which they already 
have agreed? Will those corn farmers who agreed to stay within their 
portion of the 37.3 million acres get a windfall payment if the base at 
this late date is raised to 51 million acres? Will it be fair to corn 
farmers who were willing to stay within the 37.3 million allotment to 
allow other farmers to come into the program now? How will the 
increase be divided between those who have signed up and those who 
were unwilling to sign up until their share was increased? ‘Two hun- 
dred and seventeen million dollars represents the share of the $750 
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million total acreage reserve fund available for corn. Close to $200 
million has been signed up for corn at this time. Should funds be 
shifted from other acreage reserve commodities to obtain a larger 
signup on corn? 

We are seriously concerned that legislation at this late date and the 
time required to put it into effect after enactment would create more 
ill will among farmers—including corn farmers—and non-farmers than 
it would contribute to adjusting the agricultural plant. 

The American Farm Bureau Federation has looked upon the soil 
bank as a means of bringing supplies into balance with demand and 
not as a device to provide farmers with free crop insurance. 

We are working to bring about a healthy market condition by remov- 
ing market gluts and do not look with favor on payments as an end in 
themselves. 

Since the present corn signup is heavily concentrated in areas which 
have recently been adversely affected by drought, the probability 
exists that there may be a further build-up of corn surpluses. Ever 
though this is undesirable, legislative action has been so long delayed 
that it is highly questionable whether legislation row will result in 
anything but a wasteful expenditure of public funds this year at a 
time when we should be economizing. 

Sincerely yours, 
Frank K. Woottey, 
Legislative Counsel. 


Tur Nationa, GRANGE, 
Washington, D. C., March 27, 1957. 
Mr. James M. Kenpbatt, 
Committee on Agriculture and Forestry, 
United States Senate, 
Washington, D. C. 

Dear Mr. Kenpat: This is in response to the committee’s request 
for a statement on an original bill favorably reported providing corn 
base acreages for 1957. As we understand the measure, it would 
(1) establish a base acreage of 51 million acres for the 1957 corn 
crop in lieu of existing acreage allotments, (2) increase the 1957 
support level for corn outside the commercial corn producing area 
from 75 percent to 82% percent of the commercial corn area level for 
those complying with acreage limitations, (3) require participation 
in the acreage reserve for corn or the conservation reserve to the 
extent of an acreage equal to 15 percent of the corn base acreage as a 
condition of corn price support, and (4) require a study and report 
on a feed grain program to become effective in 1958. 

As was indicated in our statement submitted in connection with 
S. 1013 and similar bills relating to corn, we seriously doubt whether 
the soil bank as it has been devised and implemented will bring about 
any substantial reduction in the harvest of corn or of feed grains. 
Basic changes are necessary in the farm program if we are ever going 
to get production adjustment, wise land use, expanded markets, and 
& more equitable return to producers for farm commodities. The 
present corn proposals appear merely to be efforts to make the best 
of a bad situation. Under the circumstances, it may be desirable to 
buy time and hold the line as well as possible against overproduction 
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and inadequate income while important preparatory work is carried 
on for a more effective approach to our agricultural problem. Tem- 
porary expedience or emergency approaches can only be justified if 
simultaneously efforts are made to correct fundamental shortcomings 
in our present agricultural programs. Part of our concern about 
current efforts to bail out the corn program arose from the convic- 
tion that the corn proposals, being unrelated to the total feed problem 
offered no hope of a real solution. We commend the committee for its 
recognition of this fact and the requirement that a study and report 
on a feed grain program be submitted. ; 

In our earlier statement we indicated that we would favor estab- 
lishing again for 1 year a corn base acreage of 51 million acres and 
price support to cooperators at a level not less than 75 percent of 
parity only as a temporary expedient and if provision is made to 
obtain an adjustment in corn acreage. We, therefore, recommended 
that a farmer to be eligible for price-support or soil-bank payments 
under such a program should be required to reduce his corn planting 
to 15 percent below his base acreage for corn. The action of the 
committee appears to us to be in general accord with the position 
taken by the National Grange in its earlier testimony on this subject 
matter. 

Very truly yours, 
Tue NATIONAL GRANGE, 
JosEePH O. PARKER, 
Legislative Counsel. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL AcT oF 1956 


pac. 103. * *'* 

(b) (1) There is hereby established for [1956 and for each year for 
which an acreage reserve program is in effect for corn] 1957 a total 
base acreage of corn for the commercial corn-producing area pro- 
claimed under section 327 of the Agricultural Adjustment Act of 1938, 
as amended, of fifty-one million acres. The total base acreage of corn 
for the commercial corn-producing area shall be apportioned by the 
Secretary among the counties in such area on the basis of the acreage 
of corn in such counties during the five calendar years immediately 
preceding the calendar year in which the apportionment is made (plus, 
in applicable years, the acreage diverted under previous agricultural 
adjustment, conservation, and soil bank programs), with adjustments 
for abnormal weather conditions, for trends in acreage during such 
period and for the promotion of soil-conservation practices: Provided, 
That any downward adjustment for the promotion of soil-conservation 
practices shall not exceed 2 per centum of the total base acreage that 
would otherwise be apportioned to the county. The base acreage for 
the county shall be apportioned by the Secretary, through the local 
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committees, among the farms within the county on the basis of past 
acreage of corn (planted and diverted), tillable acreage crop-rotation 
practic es, types of soil, and topography. 

[(2) This subsection (b) shall become inoperative after 1956 if in the 
referendum conducted pursuant to section 308 (b), producers do not 
vote in favor of the program provided in subsection (c) of such 
section. ] 

* * * * * * * 


Src. 308. (a) Notwithstanding any other provisions of law, when- 
ever base acreages are in effect for corn, the Secretary shall require, as 
a condition of eligibility for price support on corn, that the producer 
(1) devote an acreage of cropland (tilled in normal rotation), at the 

option of the produce er, to either the acreage reserve program for corn 
or the conservation reserve program, equal to 15 per centum of such 
producer’s farm base acreage for corn, and (2) not exceed such farm 
base acreage for corn: Provided, That price support may be made 
available to any producer who does not meet the foregoing require- 
ments at such level, not in excess of the level of price support to pro- 
ducers who meet such requirements, as the Secretary determines will 
facilitate the effective operation of the price support program. Corn 
acreage allotments shall not be effective for the riosey 1957 crop. 

[(b) Not later than December 15, 1956, the Secretary shall conduct 
a referendum of producers of corn in 1956 in the commercial corn- 
producing area to determine whether such producers favor a price- 
support program as provided in subsection (c) of this section for the 
1957 and subsequent crops in lieu of acreage allotments as provided in 
the hadieclioetel Adjustment Act of 1938, as amended, and price sup- 
port as provided in section 101 of the Agricultural Act of 1949, as 
amended. 

[(c) Notwithstanding any other provision of law, if two-thirds or 
more of the producers voting in the referendum conducted pursuant 
to subsection (b) hereof favor a price-support program as provided 
in this subsection (c), no acreage allotment of corn shall be estab- 
lished for the commercial corn-producing area for any county, or for 
any farm, with respect to the 1957 and subsequent crops, and price 
support made available for such crops by Commodity Credit Corpora- 
tion shall be at such level as the Secretary determines will assist pro- 
ducers in marketing corn in the normal channels of trade but not 
encourage the uneconomic production of corn.] 

(d) Notwithstanding any other provision of law, (1) the level of 
price support for the 1956 crop of grain sorghums, barley, rye, and 
oats, respectively, shall be 76 per centum of the parity price for the 
commodity as of May 1, 1956, (2) the level of price support for corn 
produced outside the commercial corn- producing area, for any crop 
for which base acreages are in effect [except as provided in (3) below], 
shall be 82% per centum of the level of price support for corn in the 
commercial corn-producing area to producers complying with acreage 
limitations, and (3) if price support is made available for the 1957 
crop of corn in the commercial corn-producing area to producers not 
complying with acreage limitations, price support shall be made avail- 
able for the 1957 crop of grain sorghums, barley, rye, and oats, [and 
corn produced outside the commercial corn- producing area, ] respec- 
tively, at a level, not less than 70 per centum of the parity price as of 
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the beginning of the marketing year, determined by the Secretary to be 
fair and reasonable in relation to the level at which price support is 
made available for corn in the commercial corn-producing area to 
producers not complying with acreage limitations, taking into consid- 
eration the normal price relationships between such commodity and 
corn in the commercial area, the feed value of such commodity in rela- 
tion to corn, the supply of such commodity in relation to the demand 
therefor, and the ability to dispose of stocks of such commodity 
acquired through price support programs. 


O 
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DEFERRED GRAZING 


Apri 4, 1957.—Ordered to be printed 


Mr. Hotianp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 511] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 511) to establish a deferred-grazing program and a protein- 
feed program as parts of the relief available to drought-stricken areas 
under Public Law 875, 81st Congress, and for other purposes, baving 
considered the same, report thereon with a recommendation that it do 
pass with amendments. 

This bill would require the Secretary of Agriculture to provide a 
program in the drought areas under which farmers and ranchers 
would receive payments for deferring grazing. This would tend to 
avoid excessive grazing, which removes the cover from the land and 
subjects it to erosion, and give the grass time to reseed itself. The 
evidence before the committee at its hearings on this and other drought 
relief bills was that the present drought, which covers parts of 15 
States, is the longest and most severe in the history of the area. It 
will take much of the land a number of years to be restored to pro- 
ductivity, and a deferred grazing program is essential for this purpose: 

The bill would be effective only in the drought areas determined 
major disaster areas for that reason under Public Law 875, 81st Con- 
gress, and, as amended by the committee amendment, would be 
effective only for 5 years after enactment of the bill. It would be 
effective only in counties in which the Secretary of Agriculture deter- 
mined that grazing of native rangeland is a substantial factor in agri- 
cultural pnencaen and found that limitation of grazing is necessary 
to reestablish or conserve grass for grazing. 

Under the committee amendment the program may provide for 
limited use as well as nonuse. Complete deferment may not be the 
best solution from the standpoint of range conservation in many cases, 
and in such cases complete deferment would require larger than 
necessary Federal payments, deprive the area of a needed feed resource, 
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and require unnecessary liquidation of herds, with consequent down- 
ward pressure on prices. 

Under the committee amendment the program would be applicable 
only to nonfederally owned land. The regulation of grazing upon 
land owned by the Federal Goyernment is by law generally made the 
responsibility of certain Federal departments such as the Department 
of Agriculture and the Department of the Interior. The committee 
believes that these Federal departments have the necessary legal 
authority to deal adequately with the conservation of such grazing 
lands, and therefore it is not necessary that the bill cover such lands. 
However, Indian lands in which the bare legal title is vested in the 
Federal Government, but in which the beneficial ownership is in 
Indian tribes or individual Indians, would be eligible for participation 
in the program to the same extent as privately owned lands. While 
the bill does not cover Federal grazing lands, the program should be so 
administered that it does not result in the loss by farmers and ranchers 
participating in the program of their permits to graze on Taylor 
Grazing Act, national forest, or other federally owned lands. The 
Secretary of the Interior and the Secretary of Agriculture should enter 
into nonuse arrangements with grazing permittees whose base proper- 
ties are, in whole or in part, placed in the program in order to preserve 
the qualifications of such properties for grazing permits. 

Payment rates under the committee amendment would be fixed by 
the Secretary of Agriculture at not more than the fair rental value 
of the land for the normal grazing use withheld. This reflects the 
committee’s recommendation that limited use as well as nonuse of 
the land be provided for. The committee also felt that payment at 
not less than the average annual rental value of grazing land in the 
county, as provided by the bill as introduced, would make the program 
unduly attractive to the poorer lands in each county. The fair 
rental value, as determined by the Secretary of Agriculture, for the 
grazing use withheld, based on periods of average precipitation when 
grazing is normal, appeared to the committee to represent a fair 
standard, and it is the committee’s intent that payment rates should 
be fixed at that amount. 

No payment would be made if the livestock are shifted to other 
land and such shift results in overgrazing nondeferred areas. Pay- 
ment to any one person would be limited to $5,000 for land in any one 
county, or land operated as a single unit. Payment could not be 
made under this program and any other program for the same 
deferral of grazing. 

Section 5 of the bill as introduced is omitted from the committee 
amendment. The House struck an identical provision out of H. R. 
2367 and the committee is advised that the House Committee on 
Agriculture intends to hold hearings on the matters covered by this 
section. Consequently your committee felt that section 5 should be 
considered as separate legislation, so that it would not delay provision 
for the deferred grazing program which is urgently needed at this time. 

The cost of the program has been estimated by the Department of 
Agriculture at $30 million for the next 2 years. The cost in the suc- 
ceeding 3 years would, of course, depend on the area and intensity of 
the drought and other factors not now determinable. The Depart- 
ment’s estimate is as follows: 
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DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 4, 1957. 
Mr. Harker T. Stanton, 
Counsel, Senate Committee on Agriculture and Forestry, 
Senate Office Building. 

Dear Mr. Stanton: Yesterday you asked for an estimate of the 
amount of appropriation that would be required under S. 511 as re- 
—. out of the Senate Committee on Agriculture and Forestry 

esterday. 

r We believe that $30 million is a reasonable estimate of the amount 
of payments and administrative costs for such a grazing program for 
the next 2 years. This estimate has been made on the assumption 
that the Department would have administrative discretion under this 
authority to provide a deferred grazing program including nonuse or 
limited use based on the conditions surrounding individual ranch 
proposals very similar to the discretion we now have under regular 
ACP programs. 
Sincerely yours, 
K. L. Scort, 


Director, Agricultural Credit Services. 


O 
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AMENDING THE ACT OF JUNE 4, 1953 (67 STAT. 41) 
Aprit 4, 1957.—Ordered to be printed 


Mr. Cuurcn, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 998] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 998) to amend the act of August 4, 1953 (67 Stat. 41) 
and for other purposes, having considered the same report favorabl 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

The amendments are as follows: 

On page 1, line 3, strike the word “August” and insert the word 
“June”. 

Amend the title so as to read: 


A bill to amend the Act of June 4, 1953 (67-Stat. 41) and 
for other purposes. 


EXPLANATION OF THE BILL 


The purpose of S. 998 is to amend the act of June 4, 1953 (67 Stat. 
41) which authorized the Secretary of the Interior to convey to local 
peg agencies any land and improvements thereon that have 

een used for Federal Indian school purposes and that are no longer 
needed for such purposes. 

The 1953 act provides that if the lands are held in trust for an 
Indian or an Indian tribe, the consent of the beneficial owner must be 
obtained before the conveyance is made. In addition, the conveyance 
must require the property to be used for public purposes and to be 
available to Indians on a nondiscriminatory basis. The Secretary of 
the Interior may declare a forfeiture of the conveyance with a rever- 
sion to the United States if he determines these conditions have been 
breached for at least a year. Some Indian tribes do not wish to rely 
solely on the Secretary of the Interior to protect their interests; 
therefore they have requested the introduction of legislation that would 
provide an additional method for enforcing the forfeiture. 
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S. 998 would amend the 1953 act to provide that an Indian or an 
Indian tribe who was the former beneficial owner of the property 
shall have the right to petition a United States district court to de- 
clare a forfeiture of the conveyance if a breach of the conditions of 
the conveyance has continued for at least a year and the Secretary 
of the Interior has failed to declare a forfeiture. 


REPORTS OF EXECUTIVE AGENCIES 


The Department of the Interior and the Bureau of the Budget have 
submitted the following favorable reports on this proposed legislation: 


Executive OFFICE OF THE PRESIDENT, 
BureEAv OF THE BupGet, 
Washington, D. C., March 27, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 998, to amend 
the act of June 4, 1953 (67 Stat. 41), and for other purposes. 

The act of June 4, 1953, authorizes conveyances of Indian-owned 
lands used for school purposes to local governmental agencies provid- 
ing that the property will be used for a public purpose and will be 
available to Indians on a nondiscriminatory basis. Should the Secre- 
tary of the Interior find that these conditions have been breached, 
and that the breach has continued for at least 1 year, he may declare 
a forfeiture of the conveyance whereupon title reverts to the United 
States without further judicial proceedings. 

5S. 998 would amend this procedure by giving former beneficial 
owners the right to petition a United States district court to declare 
forfeiture should the Secretary fail to act. 

You are advised that the Bureau of the Budget would have no 
objection to the enactment of the subject bill. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director, 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 29, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: Your committee has requested a report 
on S. 998, a bill to amend the act of August 4, 1953 (67 Stat. 41) and 
for other purposes. 

We recommend that the bill be enacted. 

The act of June 4, 1953 (67 Stat. 41) authorizes the Secretary of 
the Interior to convey to local governmental agencies any land and 
improvements thereon that have been used for Federal Indian school 

urposes and that are no longer needed for such purposes. If the 
laxide are held in trust for an Indian or an Indian tribe, the consent 
of the beneficial owner must be obtained before the conveyance is 
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made. The conveyance must require the property to be used for 

ublic purposes and to be available to Indians on a nondiscriminatory 
baste: If at any time the Secretary of the Interior determines that 
these conditions have been breached, and that the breach has con- 
tinued for at least a year, he may declare a forfeiture of the convey- 
ance and the title will thereupon revert to the United States without 
the necessity for any judicial proceedings. 

The bill under consideration would provide an additional method 
for enforcing the forfeiture provision through the courts. It would 
give an Indian or an Indian tribe that was the former beneficial 
owner of the property the right to petition a United States district 
court to declare a forfeiture of the conveyance if a breach of the 
conditions of the conveyance has continued for at least a year and 
the Secretary of the Interior has failed to declare a forfeiture. The 
reason for the proposal of this additional method for enforcing the 
forfeiture provision in the present statute is the reluctance of the 
Nez Perce Tribe in Idaho to rely upon the Secretary of the Interior 
to protect its interests. If the tribe and the Secretary should dis- 
agree with respect to whether the conditions of a conveyance have in 
fact been breached, the tribe wants to be able to have the fact adjudi- 
cated in the courts. We have no objection to such procedure. The 
tribe is unwilling to consent to a proposed conveyance to a local 
school district unless this additional enforcement procedure is made 
available by an amendment to the present law. 

Attention is directed to an erroneous citation in the bill. The 
reference to the act of August 4, 1953 should be changed to refer to 
the act of June 4, 1953. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HatFieELp CHILSON, 
Acting Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the oe 
Rules of the Senate, changes in existing law made by the bill (S. 998), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


Act or JuNE 4, 1953 (67 Strat. 41) 


That the Secretary of the Interior, or his authorized representative 
is hereby authorized to convey to State or local governmental agencies 
or to local school authorities all the right, title, and interest of the 
United States in any land and improvements thereon and personal 
property used in connection therewith heretofore or hereafter used for 
Federal Indian school purposes and no longer needed for such pur- 
poses: Provided, That the consent of the beneficial owner shall be 
obtained before the convevance of title to land held by the United 
States in trust for an individual Indian or Indian tribe: Provided 
further, That no more than twenty acres of land shall be transferred 
under the terms of this Act in connection with any single school prop- 
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erty conveyed to State or local governmental agencies or to local 
school authorities. Any conveyance under this Act shall reserve all 
mineral deposits in the land and the right to prospect for and remove 
such deposits under rules and regulations prescribed by the Secretary 
of the Interior, shall require the property to be used for school or other 
public purposes, and shall require the property to be available to 
Indians and non-Indians on the same terms unless otherwise approved 
by the Secretary of the Interior. If at any time the Secretary of the 
Interior determines that the grantee of any such lands, improvements, 
and personal property has failed to observe the provisions of the 
transfer agreement and that the failure has continued for at least one 
year, he may declare a forfeiture of the conveyance and the title con- 
veyed shall thereupon revert to the United States. Such determina- 
tion by the Secretary of the Interior shall be final. If the grantee of 
such land fails for a period of one year to observe the provisions of the 
transfer agreement and the Secretary of the Interior fails to declare a 
forfeiture of the conveyance, the former beneficial owner, if an individual 
Indian or an Indian tribe, may petition the United States District Court 
for the district where the land 1s located to declare a forfeiture of the con- 
veyance and to vest the title in the United States, in the same trust status 
as previously existeds 


O 
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GRANTING THE CONSENT AND APPROVAL OF CONGRESS 
TO THE MERRIMACK RIVER FLOOD CONTROL 
COMPACT 





Aprit 4, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 1682} 


The Committee on Public Works, to whom was referred the bill 
(S. 1682) granting the consent and approval of Congress to the 
Merrimack River flood control compact, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The bill would grant the consent and approval of Congress to the 
Merrimack River flood control compact entered into between the 
States of Massachusetts and New Hampshire, creating the Merrimack 
River Valley Flood Control Commission, and defining its powers and 
functions, relative to approval of flood-control projects constructed 
by the United States. 

The compact provides for reimbursement by the State of Massa- 
chusetts receiving benefits from upstream flood-control reservoirs to 
the State of New Hampshire in which the reservoirs are located, for 
loss of taxes due to Federal ownership of reservoir lands, as well as 
for other economic losses and damages resulting from construction of 
dams and reservoirs. 

DISCUSSION 


The Merrimack River and its tributaries rises in the White Moun- 
tains of New Hampshire, flows through the States of New Hampshire 
and Massachusetts for 116 miles, and empties into the Atlantic Ocean 
near Newburyport, Mass. The stream has been subject to severe 
floods, the principal damage centers being the large cities and indus- 
trial developments along the river valley. Several improvements for 
flood control have been constructed by the Corps of Engineers in the 
Merrimack River Basin in accordance with various flood-control acts. 
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Additional studies are now im progress in the basin, in cooperation 
with officials of the affected States, to determine the advisability of 
further improvement in the interest of flood control and related water 
uses, and to determine possible alternate locations for authorized 
projects that might be desirable. 

The compact will provide effective cooperation between the States 
of Massachusetts and New Hampshire in matters relating to flood- 
control and water-resources utilization in the Merrimack River Basin 
and have the effect of facilitating construction of many of the urgently 
needed flood-control projects. It has been approved by the legis- 
latures of the two signatory States, but cannot become operative 
until approved by the Congress. This bill does not make tie United 
States a party to the compact, and no appropriation of Federal funds 
is required in carrying out its operations and functions, 


AUTHORITY 


Authority to enter into compacts of this nature is contained in the 
Flood Control Act of 1936, a portion of which reads as follows: 


Sec. 4. The consent of Congress is hereby given to any 
two or more States to enter into compacts or agreements in 
connection with any project or operation authorized by this 
Act for flood control or the prevention of damage to life or 
property by reason of floods upon any stream or streams and 
their tributaries which lie in two or more such States, for the 
purpose of providing, in such manner and such proportion 
as may be agreed upon by such States and approved by the 
Secretary of War, funds for construction and maintenance, 
for the payment of damages, and for the purchase of rights- 
of-way, lands, and easements in connection with such project 
or operation. No such compact or agreement shall become 
effective without the further consent or ratification of 
Congress, except a compact or agreement which provides 
that all money to be expended pursuant thereto and all 
work to be performed thereunder shall be expended and 
performed by the Department of War, with the exception of 
such reasonable sums as may be reserved by the States 
entering into the compact or agreement for the purpose of 
collecting taxes and maintaining the necessary State organ- 
izations for carrying out the compact or agreement. 


The Flood Control Act of 1936 provided that local interests furnish 
lands, easements, and rights-of-way for reservoir projects, as well as 
for local protection projects, maintain and operate such projects after 
completion, and hold and save the United States free from damages 
due to the construction works. The Flood Control Act of 1938 re- 
lieved local interests of the requirements of local cooperation with 
respect to reservoir projects. 

Public Resolution No. 104, approved June 8, 1936, provides: 


That the consent of the Congress of the United States is 
hereby given to the States of Maine, New York, New Hamp- 
shire, Vermont, Massachusetts, Rhode Island, Connecticut, 
Pennsylvania, West Virginia, Kentucky, Indiana, Illinois, 
Tennessee, and Ohio, or any two or more of them, to nego- 
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tiate and enter into agreements or compacts for conserving 
and regulating the flow, lessening flood damage, removing 
sources of Sion of the waters thereof, or making other 
public improvements on any rivers or streams whose drain- 
age basins lie within any two or more of the said States. 

Sec. 2. No such compact or agreement shall be binding 
or obligatory upon any State a party thereto unless and until 
it has been approved by the legislatures of each of the States 
whose assent is contemplated by the terms of the compact 
or agreement and by the Congress. 


The Merrimack River compact was approved by the Legislature of 
the Commonwealth of Massachusetts and signed by the Governor 
of the Commonwealth on August 6, 1956, and was approved by the 
New Hampshire Legislature and signed into law by the Governor of 
New Hampshire on March 14, 1957. 


HEARINGS 


Senate bill 1682 was sponsored by both Senators from each of the 
States of Massachusetts and New Hampshire. Hearings were held 
on the bill and testimony was received from the Senators from the 
States concerned and a representative of the State of New Hampshire. 
There was no opposition expressed to the proposed legislation. 

Comments on the bill have not been received from the various 
Federal agencies. This compact is similar as to its pertinent pro- 
visions to the Connecticut River flood control compact, approved 
during the 83d Congress, and no opposition to this bill from any 
Federal agency is anticipated. 


RECOMMENDATIONS 


Congressional approval of this legislation would conform to estab- 
lished precedents authorizing the interested States to negotiate stream 
compacts. The committee strongly approves this method of ap- 
proach, and recommends enactment of this legislation. 


ANALYSIS BY SECTIONS 


Preamble: Outlines jurisdiction of the Federal Government over 
navigable streams, and cites authorization of projects by flood-control 
acts. Lists projects completed, studies under way, agreements reached, 
and considerations necessary for a comprehensive plan or system. 

Article 1: States purpose of compact. 

Article Il: Creates the Merrimack River Valley Flood Control 
Commission, composed of six members, and gives method of selection, 
compensation, organization, and proceedings. 

Article [1]: Outlines powers and duties of the Commission. 

Article [V: Lists authorized dam and reservoir projects to which 
signatory States have agreed to construction by the United States. 

Article V: This article deals with the formula for reimbursement by 
the Commonwealth of Massachusetts receiving benefits from flood- 
control works, to the State of New Hampshire for loss of taxes due to 
United States otvnership of lands, and other economic losses. Massa- 
chusetts to reimburse New Hampshire 70 percent for loss due to 
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reservoirs constructed, location approved, or any others. Loss of 
taxes to political subdivisions by Federal ownership of land to be 
determined by the Commission based on tax rate on assessed valuation 
prior to acquisition. Lump-sum settlement in lieu of annual pay- 
ments provided. Losses and damages determined when notified by 
Chief of Engineers that work is about to start on a project, or it is to 
be altered for any purpose in addition to flood control. Provision for 
an arbitration board when Commission cannot agree. 

Article VI: Protects the interest of the United States by providing 
that nothing in the compact is to be construed as a limitation upon 
the authority of the United States. 

Article VII: Lists amounts signatory States agree to appropriate 
for the annual expenses of the Commission. 

Article VIII: If any part of the compact is held to be contrary to 
the constitution of either signatory State or the United States, all 
other parts to continue in full force and effect. 

Article IX. Compact to become operative and effective when 
ratified by both States and approved by the Congress of the United 
States. Notices of ratification to be exchanged between the Gover- 
nors of each State and the President of the United States. 

Section 2: Section 2 of the bill reserves the right to alter, amend, 
or repeal this act. 


© 
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PROVIDING THAT THE SECRETARY OF THE ARMY SHALL RETURN 
CERTAIN MINERAL INTERESTS IN LAND ACQUIRED BY HIM 
FOR FLOOD CONTROL PURPOSES TO THE FORMER OWNERS OF 
SUCH LAND 





Aprit 4, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 268] 


The Committee on Public Works, to whom was referred the bill 
(S. 268) to provide that the Secretary of the Army shall return certain 
mineral interests in land acquired by him for flood-control purposes 
to the former owners of such land, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary of 
the Army, when he determines that the exploration for or exploitation 
of mineral interests underlying lands within the Arkabutla, Sardis, 
Enid, and Grenada Reservoir projects in Mississippi, will not be 
incompatible with the development, maintenance, and operation of 
these projects, and that the reconveyance of such mineral interests 
to former owners thereof will be in the public interest, to convey 
such interests to the former owners or to their legal heirs upon appli- 
cation made within 3 years and upon payment to the United States 
of an amount determined by the Secretary of the Army to be the 
equivalent of the fair market value of such mineral interests, 


GENERAL STATEMENT 


The Department of the Army is nearing the completion of the ac- 
quisition of approximately 283,000 acres of land for the 4 reservoir 
projects in northwestern Mississippi which are an integral part of the 
Yazoo River Basin headwater project, authorized by the Flood Con- 
trol Act of June 15, 1936. Construction of the reservoirs has been 
completed. 
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Approximately 62,000 acres have been acquired subject to retention 
of oil and gas and minerals of like character by the owners thereof, 
and approximately 106,000 acres of the 218,000 acres acquired in fee 
simple for 3 of the reservoirs are available for leasing pursuant to 
the Mineral Leasing Act for Acquired Lands, approved August 7, 1947 
(61 Stat. 913). 

Land acquired during the early period of operations on this project 
were appraised without consideration of subsurface values, and was 
taken in fee simple title. In October 1953 the Department of the 
Army revised its land acquisition policy relating to reservoir projects 
so as to place greater emphasis on the acquisition of flowage easements 
instead of fee title. 

Enactment of S. 268 would provide the Secretary of the Army with 
the necessary authority to make adjustments through reconveyances 
to former owners or their legal heirs of the mineral interests in lands 
acquired. The proper exercise of this authority will serve to bring 
about a fair and reasonable adjustment to the owners of lands hereto- 
fore acquired through purchase transactions or condemnation pro- 
ceedings, without consideration of the values of the mineral interests. 

The | payment to the United States for reconveyance of oil and gas 
and mineral interests to former owners of lands at the current fair 
market value of such interests, is reasonable, protects the interests of 
the United States and follows the precedent established by previous 
legislation. 

It is the intention of the committee in recommending favorable 
action on this bill that the Secretary of the Army shall reconvey any 
mineral interests, including gas and oil, on lands within the reservoir 
areas of the Yazoo Basin headwater project, which will not be in- 
compatible with the proper development and utilization of the project, 
and subject to such reservations and restrictions as in the opinion of 
the Secretary of the Army are necessary. 

The comments of the Bureau of the Budget on this legislation are 
as follows: 

Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington 25, D. C., February 18, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, United States Senate, 
Senate Office Building, Washington 25, D. C. 

My Dear Mr. CuatrMan: This is in reply to your letter of January 
10, 1957, requesting the views of the Bureau of the Budget on S. 268, 
a bill to provide that the Secretary of the Army shall return certain 
mineral interests in land acquired by him for flood-control purposes 
to the former owners of such land. 

The purpose of the bill is to require the Secretary of the Army, 
under conditions stated in the bill, to convey mineral interests in lands 
acquired. for the Arkabutla, Sardis, Enid, and Grenada Reservoir 
projects in Mississippi to former owners upon payment to the United 
States of the fair market value of such interests. 

The Bureau of the Budget would have no objection to the enactment 
of S. 268. 

Sincerely yours, 


Rosert E. Merriam, 
Assistant Director. 
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PROVIDING THAT THE DELEGATE FROM ALASKA IN THE HOUSE 
OF REPRESENTATIVES OF THE UNITED STATES MAY BE A MEM- 
BER OF THE ALASKA INTERNATIONAL RAIL AND HIGHWAY 
COMMISSION 


Apri 8, 1957.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany H. R. 4271] 


The Committee on Foreign Relations, to whom was referred the bill 
(H. R. 4271) to provide that the Delegate from Alaska in the House of 
Representatives of the United States may be a member of the Alaska 
International Rail and Highway Commission, report the bill favor- 
ably without amendment, and recommend that it be passed. 


1. PURPOSE OF THE BILL 


The bill’s only purpose is to provide that the Delegate from Alaska 
in the House of Representatives may be a member of the Alaska Inter- 
national Rail and Highway Commission. It would accomplish this 
purpose by increasing the size of the Commission from 12 to 13 mem- 
bers and by specifying the Delegate from Alaska as one of the members 
to be appointed. 

2. REASON FOR THE BILL 


In 1956, Congress created the Alaska International Rail and High- 
way Commission to be composed of 12 members appointed by the 
President—5 members of Congress, 4 from the executive branch, and 
3 from the general public. The Commission is directed to study the 
economic and military advantages of additional highway- and rail- 
transportation facilities between the United States and Alaska, as well 
as the most feasible routes and feeder routes. Sponsors of the original 
legislation contemplated that the Delegate from Alaska would be ap- 
pointed as one of the five congressional Members of the Commission. 
This could not be done, however, because technically the Delegate is 
not a Member of Congress. 
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8. COST 


The original act authorized the appropriat'on of not to exceed 
$75,000 to enable the Commission to perform its duties. This sum 
would not be increased by H. R. 4271. Members of the Commission 
serve without compensation, but are reimbursed for “travel, subsist- 
ence, and other necessary expenses.” 


4. CONCLUSION 


The bill passed the House March 19, and was considered by the 
Foreign Relations Committee April 3. Inasmuch as it simply corrects 
an oversight in the original legislation, the committee recommends its 
enactment. 

5. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Rules of the 
Senate, changes in existing law made by the bill, as introduced, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Act or Avaust 1, 1956 (70 Strat. 888) 


That (a) there is hereby established an Alaska International Rail 
and Highway Commission (hereinafter referred to as the “(Commis- 
sion”) which shall be composed of [twelve] thirteen members, to be 
appointed by the President, as follows: 

(1) five of the members of the Commission shall be Members 
of the Congress of the United States, not more than three of 
whom shall be members of the same political party; 

(2) four of the members shall be selected from the executive 
branch of the Government, of whom, if practicable, one shall be 
from the Department of the Army, to be designated by the 
Secretary of the Army, one from the Department of the Interior, 
one from the Department of State, and one from the Department 
of Commerce; [and] 

(3) three of the members shall be selected from the general 
public, one of whom shall be a resident of Alaska and one of whom 
shall be a resident of the Pacific Northwest region of the United 
States [.]; and 

(4) the Delegate from Alaska in the House of Representatives 
of the United States. 

(b) The Commission shall select a chairman and a vice chairman 
from among its members. 

(c) A quorum of the Commission shall consist of seven members. 
Any vacancy in the Commission shall not affect its powers and shall 
be filled in the same manner in which the original appointment was 
made. 

(d) The appointment of an officer of the Army on the active list 
as a member of the Commission is authorized as an exception to sec- 
tion 1222, Revised Statutes (10 U.S. C. 576), and does not vacate his 
appointment as a commissioned officer of the Army, 

os * * * * & & 


O 
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FAVORING ADMISSION OF SPAIN AS A MEMBER OF THE 
NORTH ATLANTIC TREATY ORGANIZATION 





Apri 8, 1957.—Ordered to be printed 


Mr. GREEN, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


To accompany H. Con. Res. 115] 


The Committee on Foreign Relations, having had under considera- 
tion Senate Concurrent Resolution 14, Senate Concurrent Resolution 
16, and House Concurrent Resolution 115, favoring the admission of 
Spain to the North Atlantic Treaty Organization, reports favorably 
House Concurrent Resolution 115 and recommends that it do pass. 


WHAT THE RESOLUTION DOES 


The.resolution expresses the “sense of the Congress of the United 
States that the Department of State should continue to use its good 
offices toward the end of achieving participation by Spain in the 
North Atlantic Treaty and as a member of the North Atlantic Treaty 
Organization.” 

COMMITTEE ACTION 


Similar resolutions (S. Con. Res. 34 and S. Con. Res. 43) were in- 
troduced during the 84th Congress. Also referred to the committee 
then was House Concurrent Resolution 127 passed by the House on 
July 14, 1955. No action was taken on these resolutions. 

On February 7, 1957, Senator Bridges introduced Senate Concurrent 
Resolution 14 for himself and 15 other Senators. Senator Wiley, on 
February 11, 1957, introduced Senate Concurrent Resolution 16, for 
himself and 16 others. The House of Representatives passed House 
Concurrent Resolution 115 on March 20, 1957. With the exception 
of 2 words, the resolution is identical with the 2 Senate concurrent 
resolutions. 
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The committee, on April 3, therefore considered House Concurrent 
Resolution 115, in lieu of the others, and agreed, without objection, 
to report it to the Senate for favorable action. 


COMMITTEE RECOMMENDATION 


The committee took into account the views of the Department of 
State which are contained in the letter below from Robert C. Hill, 
to the chairman, dated February 25, 1957: 

Frpruary 25, 1957. 

Dear SENATOR GREEN: The Department’s letter of February 11 
assured you that we would give prompt consideration to your request 
for our comments on Senate Concurrent Resolution 14, “favoring 
admission of Spain as a member of the North Atlantic Treaty organi- 
zation.”’ I am pleased to transmit the following comments: 

The United States favors Spanish membership in NATO. How- 
ever, Spanish admission to NATO depends upon the willingness of 
all member nations to accept Spain as a member. This requires 
continued improvement in relations between Spain and certain NATO 
powers, which is primarily the responsibility of Spain and the other 
countries concerned. 

This position was set forth in the Secretary’s letter to Senator 
George of June 21, 1955, concerning Senate Concurrent Resolution 34. 
We wish to reaffirm our position with respect to the desirability of 
Spanish membership in NATO. In the interim, the Department has 
continued to encourage the improvement in these relations during 
this period. Nevertheless, it is apparent that a number of the member 
nations are not yet prepared to agree to Spanish membership in 
NATO. 

In this situation it is believed that the United States can best con- 
tribute to the achievement of the objective of Spanish membership in 
NATO by continuing to encourage the improvement of relations be- 
tween Spain and other nations of Western Europe, in order to tie 
Spain as closely as possible into plans for the regional defense of 
Western Europe, and thus to create a climate favorable to eventual 
Spanish participation in NATO. Accordingly, the Department per- 
ceives no objection to the adoption of Senate Concurrent Resolution 
14, 

Sincerely yours, 
Rosert C. Hit, 
Assistant Secretary 
(For the Secretary of State), 

The committee believes that Senate concurrence in House Con- 
current Resolution 115 is in the interest of the United States because 
the membership of Spain would strengthen the strategic position of 
the North Atlantic Treaty Organization and of the United States. 
It recommends that the Senate take favorable action thereon. 


O 
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AUTHORIZING THE TRAINING OF FEDERAL EMPLOYEES 
AT PUBLIC OR PRIVATE FACILITIES 


Aprit 8, 1957—Ordered to be printed 


Mr. Cuark, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany S. 385] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 385), to authorize the training of Federal employees 
at public or private facilities, and for other purposes, having considered 
the same, report favorably thereon with an amendment, and recom- 
mend that the bill, as amended, do pass. 


AMENDMENT 


The committee amendment strikes out all of the bill after the 
enacting clause and substitutes therefor a new bill which appears in 
the reported bill in italic type. 


STATEMENT 


The purpose of this legislation is to authorize training of Federal 
employees at public or private facilities. The bill as amended is 
designed: 

(1) To provide general statutory authority for employee 
training required to further Federal programs, 

(2) To make it possible for all agencies to use whatever facilities 
can best and most economically serve their training needs, 

(3) To provide the President a management tool essential 
to efficient operation of the departments and agencies, 

(4) To establish a central point of responsibility for and 
control of employee training programs, and 

(5) To consolidate a variety of existing training authorities 
of limited scope and applicability. 
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JUSTIFICATION 


Employee training is a necessary and inseparable function of man- 
agement. It is recognized as an essential element in all modern 
personnel programs, Yet, the Government, largest employer in the 
Nation, lacks positive general authority to utilize this indispensable 
management tool. Training, alone among major personnel functions, 
has yet to be provided for in overall enabling legislation. 

Two Hoover Commissions, among other responsible groups, have 
pointed up the damaging effects of this situation and have strongly 
recommended legislative action to correct it. 

It is abundantly clear that no organization so large and complex 
as the Federal Government, responsible for such diverse and highly 
specialized programs, can long exist nor effectively operate without 
training certain of its employees under special circumstances. These 
barriers to the Government’s development of effective and compre- 
hensive employee training programs should be removed as quickly as 
possible, The bill would accomplish this purpose, 


PUBLIC HEARINGS 


Public hearings on the bill were held March 8 and 12. Testimony 
favoring the bill was presented by the United States Civil Service 
Commission, Bureau of the Budget, Department of Defense, repre- 
sentatives of educational institutions and private industry, repre- 
sentatives of employee organizations and groups, and individual 
employees. There was no testimony in opposition to the bill. 


COST 


The administration testified that the relatively small cost of the 
measure could be absorbed by the departments and agencies and 
that no increase in appropriations would be necessary as a result 
of its enactment. 

It is estimated that the total Federal-wide cost of the measure 
would be between eight and nine hundred thousand dollars a year. 


EXPLANATION OF THE BILL BY SECTION 


Section 1 places in the President authority to authorize the heads 
of Federal agencies to obtain training at non-Federal facilities for 
civilian employees. 

Section 2 (a) defines “Federal agency”’ to include all of the executive 
branch (with specified exemptions); the municipal government of the 
District of Columbia; the Library of Congress; the Government 
Printing Office; and, the General Accounting Office. 

Section 2 (b) defines “training” for purposes of the legislation. 

Section 2 (ce) defines ‘‘non-Federal facilities.” 

Section 2 (d) defines “employee.” 

Section 3 authorizes intraagency and interagency training activities. 

Section 4 provides that appropriations or other funds available for 
salaries or expenses shall also be available for authorized training. 
It permits the payment of tuition, fees, and similar related expenses 
to the training institution or to the trainee. It further stipulates that 
no agency funds shall be available to pay for training at any facility 
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that teaches or advocates the overthrow of the Government of the 
United States by force or violence. 

Section 5 provides that no training shall be provided under the 
act for any employee unless authorized by the head of the agency or 
his duly designated representative. 

Section 6 provides that regulations pursuant to the act shall be 
issued by the President and shall set forth obligations to which em- 
ployees given training under the act shall agree. This section pro- 
vides, also, that any trainee failing to fulfill these obligations shall be 
required to reimburse the Government for the expense of the training 
to the extent the head of the agency finds equitable. 

Section 7 provides that the act will become effective upon passage. 
After 90 days from enactment, no training shall be obtained from non- 
Federal facilities by the agencies covered by the act except as pro- 
vided by it. As a transitional procedure, training begun or specific- 
ally approved prior to enactment or within 90 days thereafter may be 
completed in accordance with the authority upon which it was based. 

Section 8 contains language suggested by the Comptroller General 
designed to make it possible for employees to obtain training at facili- 
ties supported in whole or in part by private sources. 

Section 9 repeals all laws or parts of laws inconsistent with the act. 

Section 10 directs the head of each agency to report annually to the 
Congress on any out-service training provided under authority of the 
act. The information to be provided in the report is carefully spelled 
out, 

AGENCY VIEWS 


Following are the views of agencies in regard to the bill: 


Unirep Srates Crvit Service Commission, 
Washington, D. C., February 28, 1957, 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

Dear Senator Jounston: Your letter of January 16, 1957, re- 
quested us to comment on S. 385, a bill to authorize the training of 
Federal employees at public or private facilities, and for other pur- 
poses which you introduced. 

We strongly favor the enactment of S. 385. 

Our studies have convinced us that training legislation is necessary 
and that it will contribute substantially to improved operation of the 
Federal Government. 

We firmly believe in the necessity for flexibility in management 
and utilization of Government’s manpower and in the need for clear 
placement of training responsibility on line executives, beginning with 
the President himself. S. 385 is based on these concepts and is suffi- 
ciently flexible and administratively practical to meet the needs of 
government. 

S. 385 authorizes interagency and out-service training which is 
desperately needed. Because recent decisions of the Comptroller 
General hold that in-service training, which has been regarded as 
inherent in and inseparable from the normal management function, 
may require specific legislation, we urge that S. 385 also specifically 
authorize in-service training. This could be accomplished by remov- 
ing the word “and” from line 6, page 3, and inserting “; and training 
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by Federal agencies of their own employees” between “agencies” and 
“are also authorized” in line 7, page 3. We further recommend sub- 
stitution of “the training in non-Federal facilities provided for under 
this Act” for “the operation of this Act” in line 21, page 5. 

The Civil Service Commission wholeheartedly endorses the pro- 
osed bill S. 385. We strongly urge early and favorable action on it 
y the Congress and earnestly request that a provision for in-service 

training be made. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

By direction of the Commission. 

Sincerely yours, 
Puitie Youne, Chairman, 





Executive OFrricr OF THE PRESIDENT, 
BuREAU OF THE BupGET, 
Washington 25, D. C., February 27, 1957. 
Hon. Ourn D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington 25, D. C. 

My Dear Mr. Cuatnuan: Reference is made to your letter of 
January 16, 1957, requesting the views of the Bureau of the Budget 
with respect to S. 385, a bill to authorize the training of Federal 
employees at public or private facilities, and for other purposes. 

The bill would provide general governmentwide authority for inter- 
agency and out-service training of Federal employ e when such train- 
ing will serve the interests of the Government. S. 385 is identical 
with the administration’s proposal, introduced in the 84th Congress 
as S. 3287. 

On February 21, 1957, the Civil Service Commission Chairman re- 
submitted the administration training bill, identical with S. 3287, 
84th Congress, and with S. 385 except for a new provision in section 3 
to give specific authorization for intra-agency in-service training, and 
to modify section 8 accordingly by requiring the President to report 
to the Congress on out-service training programs only. The Civil 
Service Commission has stated this change has been made necessary 
by recent decisions of the Comptroller General questioning inter- 
agency training arrangements and certain intra-agency in-service 
programs. 

Accordingly, you are advised that enactment of S. 385, amended 
as outlined above, would be in accord with the program of the 
President. 

Sincerely yours, 


A. R. Jongs, 
Deputy Director. 
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Post Orrice DEPARTMENT, 
BurEAU OF THE GENERAL COUNSEL, 
Washington, D. C., March 25, 1957. 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CuHairMan: Reference is made to your request for the 
views of this Department with respect to S. 385, a bill to authorize 
the training of Federal employees at public or private facilities, and 
for other purposes. 

While this Department favors enactment of legislation of this 
nature, the position of the administration with respect to this bill was 
stated in the testimony, in favor of the bill, which was given by Mr. 
Percival F. Brundage, Director of the Bureau of the Budget, on 
March 8, 1957. 

In view of the foregoing, the Post Office Department will not report 
as to this measure. 

Sincerely yours, 
Aspe McGrecor Gorr, 
General Counsel. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


SecTION 307 (B) oF THE Crvit AERoNAUvTICS AcT oF 1838, As AMENDED 


[(b) The Secretary of Commerce is empowered to detail annually 
employees of the Civil Aeronautics Administration engaged in tech- 
nical or professional duties for training at Government expense, either 
at civilian or other institutions not operated by the Secretary of Com- 
merce. Such courses of instructions shall include, but not be limited 
to, aerodynamics, engineering mechanics, aircraft design and con- 
struction, and related subjects dealing with the scientific problems of 
aeronautics, such as advanced engineering techniques and practices, 
training in celestial navigation, advanced flight and flight test methods 
and procedures, application of medical and legal science to problems 
of aviation, and the use of radio in aviation. There is hereby author- 
ized to be appropriated such sums, not to exceed $50,000 for any fiscal 
year, as may be necessary to carry out the provisions of this sub- 
section. ] 


Tue Last SENTENCE OF SECTION 201 (e) oF THE MERCHANT MARINE 
Act oF 1936 


[The Commission, under such rules and regulations as it may pre- 
scribe, may detail annually not to exceed five members of the personnel 
of the Commission for engineering, technical, or other scientific educa- 
tion and training at Government expense at institutions for scientific 
education and research, to enable such persons to acquire advanced 
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and specialized knowledge or training of particular advantage to the 
Commission in carrying out its functions under this Act. J 


Section 803 or THE Civin AgRoNAUTICcS AcT oF 1938 


Sec. 803. In order to promote safety and efficiency in air navigation 
to the highest possible degree, the Chief of the Weather Bureau, under 
the direction of the Secretary of Commerce, shall, in addition to any 
other functions or duties pertaining to weather information for other 
purposes, * * * 

* * * (6) coordinate meterological requirements in the United 
States in order to maintain standard observations, promote efficient 
use of facilities and avoid duplication of services unless such duplica- 
tion tends to promote the safety and efficiency of air navigation; and 
(7) promote and develop meteorological science and foster and support 
research projects in meteorology through the utilization of private 
and governmental research facilities and provide for the publication 
of the results of such research projects unless such publication would 
be contrary to the public interest[[; and (8) detail annually, within 
the limits of available appropriations made by Congress, members of 
the Weather Bureau personnel for training at Government expense, 
either at civilian institutions or otherwise, in advanced methods of 
meterological science: Provided, That no such member shall lose his 
individual status or seniority rating in the Bureau merely by reason 
of absence due to such training]. 


Section 16 oF THE Derense Hicguway Act or 1941 


[Sec. 16. Detail of Employees as Students.—During any fiscal 
year the Commissioner of Public Roads is hereby author ized, in his 
discretion, to detail not to exceed ten of the regularly employ ed per- 
sonnel of the Public Roads Administration as students for limited 
periods at such technical institutions as will enable such personnel to 
acquire special knowledge which will better fit them for the lines of 
work to which they are assigned: Provided, That no expense other 
than the salaries of personnel so detailed and the cost of tuition and 
other regular fees required at such institutions shall be incurred by the 
United States under this section. ] 


Pusuic Law 472, 8ist ConGREss 


[To promote the national defense and to contribute to more effective aeronautical 
research by authorizing professional personnel of the National Advisory Com- 
mittee for Aeronautics to attend accredited graduate schools for research and 
study. 


[Re it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the National 
Advisory Committee for Aeronautics (hereinafter referred to as the 
NACA) is authorized to grant to any professional employee of demon- 
strated ability, who has served not less than one year in the NACA, 
a leave or leaves of absence from his regularly designated duties for 
the purpose of allowing such employee to carry on graduate study or 
research in institutions of learning accredited as such by the laws of 
any State. 
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[Sec. 2. Leaves of absence may be granted under authority of this 
Act only for such graduate research or study as will contribute 
materially to the more effective functioning of the NACA. 

[Sec. 3. Leave or leaves of absence which may be granted to any 
employee under authority of this Act shall not exceed a total of one 
year. 

' [Sec. 4. Tuition and other incidental academic expenses shall be 
borne by the employee. 

Src. 5. Any leave of absence granted under the provisions of this 
Act shall be without loss of salary or compensation to the employee 
and shall not be deducted from any leave of absence with pay author- 
ized by any other law. Any such employee shall make a definite 
statement, in writing, that he will return to and, unless involuntarily 
separated, will remain in the service of the NACA for a period of 
six months if the period for which he is granted such leave of absence 
does not exceed twelve weeks, or for a period of one year if the period 
of leave exceeds twelve weeks. Any employee who does not fulfill 
any such commitment shall be required to reimburse the Government 
for the amount of leave granted under this Act. 

[Sxc. 6. The total of the sums expended pursuant to this Act, in- 
cluding all sums expended for the payment of salaries or compensation 
to employees on leave, shall not exceed $50,000 in any fiscal year.] 


SecTion 33 or THE Wortp War Veterans Act, 1924 
, 


Src. 33. The director, in his discretion, may provide courses of in- 
struction for the professional personnel of the bureau and may detail 
employees to attend the same[[, and may detail not more than 2 per 
centum of such professional personnel to attend professional courses 
conducted by other than bureau agencies, and such employees in 
addition to their salaries shall be entitled to the payment of expenses 
incident to such detail, including transportation: Provided, however, 
That travel or instruction outside the continental limits of the United 
States shall not be authorized under this section]. 


First SENTENCE OF Secrion 9, Part VII, Veterans REGULATION 
NUMBERED 1 (a) 


9. The Administrator shall have the power to provide courses of 
instruction for personnel and may detail employees to attend the 
same [and may detail any such personnel to attend courses conducted 
by other than Veterans’ Administration agencies, including private 
organizations, and such employees in addition to their salaries shall 
be entitled to the payment of expenses incident to such detail, includ- 
ing transportation and tuition, as the Administrator by rules and 
regulations shall provide]; and also in his discretion, to make, or, 
as by agreement with other agency or institution, cause to be made 
studies, investigations, and reports inquiring into the rehabilitation 
of disable d persons and the relative abilities, aptitudes, and capacities 
of the several groups of the variously handicapped and as to how their 
potentialities can best be developed and their services best utilized 
in gainful and suitable employment, including the rehabilitation 
programs of foreign nations engaged in the present war. 


O 
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AMENDING SECTION 2 (b) OF THE PERFORMANCE 
RATING ACT OF 1950 


Aprit 8, 1957.—Ordered to be printed 


Mr. Cuark, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany S. 1412] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1412) to amend section 2 (b) of the Performance 
Rating Act of 1950, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill do 
pass, 

STATEMENT 


The purpose of this legislation is to exempt the marine employees 
of the Department of the Army and the Department of the Navy from 
the Performance Rating Act of 1950. These marine employees do not 
serve in the same position for a sufficient period of time under the 
same supervisor for a proper rating to be made or have any real 
meaning. The length of voyages varies from 15 to 45 days, and it is 
characteristic of this type of employment that there is a large turnover 
of personnel. Under these circumstances the time spent under one 
supervisor is of short duration and, consequently, the burden of pre- 
paring a large number of ratings having no real value is inexcusable. 

The committee requested an explanation from the Department of 
Defense for the inclusion of civilian officers in the exemption from the 
requirements of the Performance Rating Act. The following letter 
was received in response thereto: 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice oF LeGisLaTivE Liarson, 
Washington, D. C., April 5, 1957. 
Mr. J. Don Ker tin, 
Assistant Staff Director, 
Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

My Dear Mr. Kerurn: In accordance with your request of April 
3, 1957, the following reasons are given for the inclusion of civilian 
officers of the Military Sea Transportation Service in the proposed 
exemption to the Performance Rating Act of 1950. 

Section 6 of the Performance Rating Act of 1950 (64 Stat. 1099, ch. 
1123), as amended (5 U.S. C. 2005), provides that an unsatisfactory 
rating shall serve as a basis for removal from the position. However, 
no officer or employee may be rated unsatisfactory without a 90-day 
prior warning and a reasonable opportunity to demonstrate satis- 
factory performance. 

The officers of vessels operated by the Military Sea Transportation 
Service have very grave responsibilities with respect to the safety of 
the passengers, crew, and cargo of the vessels. These responsibilities 
require a high degree of care on the part of all officers attached to the 
vessel. 

It would be unthinkable to retain an incompetent master or officer 
of a vessel, in a position of responsibility, for a period of 90 days after 
his incompetence has been discovered, thereby jeopardizing the 
safety of the passengers, crew, cargo, and vessel. The safety of the 
ship demands the immediate and peremptory relief of such an officer. 

The questionable validity of a performance rating due to the high 
turnover of marine employees is applicable to officers as well as to 
other crew members. As an example, in one of the largest commands 
of the Military Sea Transportation Service, during January 1957 there 
were 807 officers on duty. There were during that month 739 crew 
changes amongst that group of officers. 

While such turnover in positions is not typical of normal opera- 
tions it is typical whenever MSTS must expand to meet emergency 

or special requirements. The turnover indicated above occurred in 
connection with the activation of ships for the Hungarian refugee lift. 
Changes to the same degree occur in connection with the ‘annual 
activitation of ships to the Arctic operations and to the special proj- 
ects. 

The need to exempt officers from the Performance Rating Act, as 
stated above, is even more pressing than the need to exempt other 
marine employees from the provisions of the act. ‘The Department of 
the Navy, therefore, reaffirms its request that officers and crew mem- 
bers of vessels operated by the Department of the Army and the 
Department of the Navy be exempt from the provisions of the Per- 
formance Rating Act. 

Sincerely yours, 


3. R. Harrison, 
Capta in, United States Navy, 
Director, Legislative Division. 
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COST 


The Department of Defense estimates that enactment of the legis- 
lation will result in an annual savings of $75,000 due to the elimina- 
tion of the great amount of paperwork involved, 


AGENCY VIEWS 


This legislation was introduced at the request of the Department of 
Defense. Following is a letter from the Civil Service Commission in 
regard to the measure. 

Civit Service CommMIssIoN, 
Washington, D. C., March 21, 1957. 
Hon. Orn D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSTON: This is in reply to a telephone call from 
a member of your staff requesting a report on S. 1412, a bill to amend 
section 2 (b) of the Performance Rating Act of 1950, as amended. 

Prior to the transmittal to Congress of draft legislation on this 
subject, the Bureau of the Budget asked the Commission for a report 
on a proposal, the language of which was identical to the language of 
S. 1412. 

The Commission in its report to the Bureau of the Budget dated 
December 12, 1956 stated: 

“The bill would exempt from the Performance Rating Act of 1950 
an estimated 10,000 civilian officers and members of crews of vessels 
operated by the Department of the Army and the Department of 
the Navy. 

“Marine employees of the Department of Defense serve in a unique 
employment situation. An extremely high turnover rate and fre- 
quent changes of positions and supervisors characterize this type of 
employment in the Department of Defense. An average voyage of 
a Department of Defense ship lasts from 15 to 45 days. A crew 
change generally occurs at the end of each voyage. To illustrate the 
effect of this kind of operation, the Department of Defense points out 
that during September 1954, there were 15,497 crew changes reported 
in 4 commands although only 12,241 civilian marine employees were 
employed during this period. 

“Under circumstances such as these a marine employee generally 
serves on four or more ships with as many different supervisors dur- 
ing the year. In order to have a rating for each voyage it would be 
necessary to prepare at least four ratings a year. Annual perform- 
ance ratings then would be based on an evaluation of the ratings for 
each voyage. 

“Aside from the practical administrative difficulties involved in 
rating marine employees under the Performance Rating Act, the 
requirements of the act are inappropriate for their employment con- 
ditions. To cite just one example, the act states that ‘no officer or 
employee shall be rated unsatisfactory without a 90-day prior warning 
and a reasonable opportunity to demonstrate satisfactory perfor- 
mance.’ Among other things, the warning notice of unsatisfactory 
performance should state what the employee must do to bring his per- 
formance up to a satisfactory level within the 90-day period. Since 
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most marine employees do not serve in a position or under any 1 
supervisor for as long as 90 days it often would be impossible to demon- 
strate satisfactory performance in the job occupied when the warning 
notice was received. 

“The Commission does not object to the draft bill exempting marine 
employees of the Department of the Army and the Department of 
the Navy from the Performance Rating Act of 1950.” 

Sincerely yours, 
F. J. Lawton, Commissioner, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PERFORMANCE Ratine Act or 1950, as AMENDED 


(Public Law 873, 81st Congress) 
* * x x * * * 


Src. 2 (b) This Act shall not apply to— 

(1) the Tennessee Valley Authority; 

(2) the field service of the Post Office Department; 

(3) physicians, dentists, nurses, and other employees in the 
Department of Medicine and Surgery in the Veterans’ Adminis- 
tration whose compensation is fixed under Public Law 293, 
Seventy-ninth Congress, approved January 3, 1946; 

(4) the Foreign Service of the United States under the De- 
partment of State; 

(5) Production credit corporations; 

(6) Federal intermediate credit banks; 

(7) Federal land banks; 

(8) Banks for cooperatives; 

(9) officers and employees of the municipal government of the 
District of Columbia whose compensation is not fixed by the 
Classification Act of 1949 (Public Law 429, Eighty-first Congress, 
approved October 28, 1949); 

(10) the Atomic Energy Commission; 

(11) employees outside the continental limits of the United 
States who are paid in accordance with local native prevailing 
wage rates for the area in which employed; 

(12) The Central Intelligence Agency; 

(13) Civilian officers and members of crews of vessels operated by 
the Department of the Army and the Department of the Navy. 


O 
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EXEMPTING PERSONS APPOINTED TO STUDENT-TRAINEE POSI- 
TIONS FROM THE PROVISIONS OF SECTION 9 OF THE CIVIL SERV- 
ICE ACT PROHIBITING THE EMPLOYMENT IN THE CLASSIFIED 
SERVICE OF MORE THAN TWO MEMBERS OF THE SAME FAMILY 


Apri 8, 1957.—Ordered to be printed 


Mr. Cxiark, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany 8. 1521] 


The Eee on Post Office and Civil Service, to whom was 
referred the bill (5S, 1521), to exempt persons appointed to student- 
trainee positions onl the provisions of section 9 of the Civil Service 
Act prohibiting the employment in the classified service of more than 
two members of the same family, having considered the same, report 
favorably thereon without amendment, and recommend that the bill 
do pass. 

STATEMENT 





The Civil Service Act limits Federal employment to two members 
of a family with certain exceptions, such as the employment of a 
veteran. 

At the same time the Government is participating in educational 
programs of one kind or another designed to increase the supply of 
engineers, scientists and skilled technicians. In this connection, the 
Federal Personnel Manual, United States Civil Service Commission 
states: 


To the end that the Government may be served by highly 
qualified personnel, the Commission is willing to cooperate 
in the development of examining programs that will attract 
into the Government service the best qualified or college 
students * * * It is also willing to cooperate with agencies 
for the purpose of studying college curriculums with the 
view to possible changes to provide personnel better trained 
for Federal employment * * * 

* * © * » 
86006 








2 EXEMPTING TRAINEE POSITIONS OF CIVIL SERVICE ACT 


Some high schools and schools of collegiate rank offer co- 
operative courses in certain fields in which students go to 
school part time and are assigned part time to appropriate 
work projects in industry or private laboratories. Under 
certain circumstances it is possible to arrange to recruit 
some of these students for Government agencies where they 
will perform the work projects. For example, a civil service 
examination announced for the position of engineer, trainee 
for duty at Wright Field contained the following statement 
of duties: 

“The duties of an engineer, trainee, will consist of a combi- 
nation of (1) on-the-job training at Wright Field, and (2) 
scholastic training in engineering at a university designated 
by the Air Materiel Command. After successful completion 
of the program, trainees will be placed in engineering posi- 
tions involving experimental research and development 
activities on aeronautical equipment and materiel.” 


The committee has learned of a few instances where the “two 
members of a family” restriction has served to prevent students 
selected by schools for participation in programs of the type described 
above from doing so. In one instance both the father and mother 
were employed by the Government. In another current instance only 
the father works for the Government but both of his twin sons have 
been so selected and unless relief is provided through enactment of 
this legislation, no alternative will remain except to make a choice 
between the two sons. 

In the light of these circumtances, the committee was unanimous 
in support of the bill but does not wish that action to be construed as 
establishing a precedent for further exemptions from the general rule. 


AGENCY VIEWS 


It is not possible to obtain the official views of the Civil Service 
Commission because of there being only one member of the Com- 
mission at the present time. Following is a letter expressing the 
personal views of Commissioner F. J. Lawton. 

Civit Service Commission, 
Washington, D. C., March 26, 1957. 
Mr. J. Don Keruin, 
Assistant Staff Director, 
Committee on Post Office and Civil Service, 
United States Senate. 

Dear Don: You called and asked me for my personal opinion on 
S. 1521, a bill to exempt persons appointed to student-trainee posi- 
tions from the provisions of section 9 of the Civil Service Act pro- 
hibiting the employment in the classified service of more than two 
members of the same family. 

I have looked over this bill and considered its relationship to the 
“members of family” provisions of the Civil Service Act, and I really 
don’t see any reasons for objecting to the enactment of this bill. 

Sincerely yours, 


F. J. Lawton, Commissioner. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 9, Crvit Service Act or JANUARY 16, 1883, As 
AMENDED 


*~ * * * * * * 


Src. 9. That whenever there are already two or more members of a 
family in the public service in the grades covered by this act, no other 
member of such family shall be eligible to appointment to any of said 


grades. This section shall not apply to persons appointed to student- 
trainee positions, 
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TRANSFER OF RIGHT-OF-WAY FOR YELLOWTAIL DAM 
AND RESERVOIR 


Aprit 8, 1957.—Ordered to be printed 





Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. J. Res. 12] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the joint resolution (S. J. Res. 12) to provide for transfer of 
right-of-way for Yellowtail Dam and Reservoir, Hardin unit, Missouri 
River Basin project, and payment to Crow Indian Tribe in connection 
therewith, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the joint 
resolution, as amended, do pass. 

The amendments and their purposes are as follows: 

(1) Pages 2 and 3, strike the two recitals, beginning with “Whereas, 
as established” down through and including “September 17, 1851; 
and”’, 

The purpose of this amendment is to eliminate any reference to 
matters in connection with litigation now pending before the Indian 
Claims Commission on behalf of the Crow Indian Tribe. 

(2) Bottom of page 3, insert the following recital: 


Whereas the Crow Indian Tribal Council, by resolution on 
January 25, 1957, reaffirmed *ts previous position with re- 
spect to accepting the $5,000,000 payment, in connection 
with the Yellowtail Dam and Reservoir right-of-way, which 
—— has been certified to the Secretary of the Interior; 
anc 


The purpose of this amendment is to show that the Crow Indian 
Tribal Council has agreed to accept the $5 million payment which 
reflects agreement between the Crow Tribal Council and the Congress 
on the amount to be paid, thus indicating substantial agreement with 
the amount involved and meeting a requirement of the President in 
his veto message of June 7, 1956, in relation to Senate Joint Resolution 
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135, 84th Congress, which provided for the same amount of payment. 

(3) Page 4, line 5, in the second recital, after ‘‘values and’’, strike 
‘justifiable’ and insert ‘other equitable”, in connection with the 
considerations which are essential factors in connection with the 
payment of $5 million to the Crow Indian Tribe. 

Page 5, line 7, strike ‘‘a share’”’. 

The purpose of this amendment is to remove any doubt, and to 
emphasize that the $5 million payment is in discharge of all claims the 
Crow Indian Tribe may have with respect to the Yellowtail Dam 
right-of-way, or other considerations in connection with the construc- 
tion of Yellowtail Dam. 

(5) Page 5, line 10, strike “justifiable” and insert in lieu thereof 
“equitable”’. 

The purpose of this amendment is to present a corrected connota- 
tion of the considerations involved in the settlement for the right-of- 
way required for the Yellowtail Dam and powerplant. 

(6) Page 5, line 10, beginning with word “‘Nothing”’, strike all down 
through word ‘‘resolution.’”’ on line 18. 

This amendment makes it doubly clear that the United States is 
under no legal or other obligation to pay the Crow Indian Tribe 
more than $5 million for the Yellowtail Dam right-of-way and all its 
interest in the land required for this purpose. 

Elimination of any reference to attorney fees is made at the request 
of the Crow Tribal Council representatives since the council and the 
Secretary of the Interior must fix a legal fee, if any is justified, in 
connection with this matter. 

(7) Page 9, line 22, after “Src. 3.”, strike all down through “resolu- 
tion, the’ on page 10, line 1, and insert ‘The’. 

The purpose of this amendment is again to emphasize that the $5 
million payment proposed in the resolution is in full settlement of 
any claim the Crow Indian Tribe may have in connection with the 
Yellowtail Dam right-of-way or the construction of the unit as a part 
of the Missouri River Basin project. 

(8) Page 10, line 6, strike all down through and including line 17. 

This amendment again makes clear the intent of Congress that 
there shall be no additional payment to the Crow Indian Tribe, be- 
zone that provided in this resolution, for the Yellowtail Dam right- 
of-way. 


TEXT OF SENATE JOINT RESOLUTION 12, AS AMENDED 


The text of Senate Joint Resolution 12, as amended, reads as follows: 


To provide for transfer of right-of-way for Yellowtail Dam and Reser- 
voir, Hardin unit, Missouri River Basin project and payment to 
Crow Indian Tribe in connection therewith, and for other purposes 
Whereas the Eighty-fourth Congress, first session, adopted 

S. J. Res. 135 providing “for payment to Crow Indian Tribe 

for right-of-way for Yellowtail Dam and Reservoir, Hardin 

unit, Missouri River Basin project, Montana-Wyoming,”’ to 
which reference is hereby made; and 

Whereas on June 7, 1956, the President returned said 
resolution, ‘without my approval”, with comment which 
included the following: 
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“In essence, this resolution culminates a decade of nego- 
tiation and disagreement between the Department of the 
Interior and the Crow Indians with respect to the amount 
of compensation to be paid to the tribe for lands required for 
the Yellowtail Dam and Reservoir, for which the initial 
construction appropriation was made in the fiscal year 1956 
and for which an additional $10,850,000 was included in 
the budget for the fiscal year 1957. 

“The standard of payment for land acquired by the Gov- 
ernment is ‘just compensation’, or ‘fair market value.’ How- 
ever, I recognize that, as a matter of policy, the Federal 
Government has made awards in excess of ‘just compensa- 
tion’ in other cases involving Indian lands. if the Congress 
determines that it wishes to provide for an extra payment 
in this case, it should not be done under the claim that it 
is ‘just compensation.’ The amount, the method for com- 
puting it, and the equitable justification for it should be 
clearly established on acceptable premises. Neither the 
resolution nor the legislative history does this. 

“A statutory settlement of this kind of controversy might 
be acceptable if soundly and equitably premised and if it 
reflected a substantial measure of agreement between parties 
to the dispute. I regret that the extravagant nature of the 
award contemplated by S. J. Res. 135 requires this action, 
which may cause some additional delay in proceeding with 
the construction of the Yellowtail unit. It is my hope that 
the Congress can approve a statutory settlement which will 
permit expeditious action to proceed with the construction 
of this much-needed project.’’; and 


sate tree ttt Beste ttttet 
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Whereas the Crow Indians, by a majority vote of its tribal 
council through resolution numbered 63, adopted January 
11, 1956, showed its willingness to cooperate in advacing the 
construction of Yellowtail Dam as a multiple-purpose de- 
velopment as a part of the Missouri River Basin system for 
flood control, river regulation, irrigation storage, and hydro- 
electric power production by a further surrender of a valuable 
part of the remaining reservation; and 
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Whereas, by telegram dated May 29, 1956, the duly 
elected officers of the Crow Indian Tribal Council withdrew 
opposition to said S. J. Res. 135 and urged the President to 
sign said resolution into law; and 

Whereas the Crow Indian Tribal Council, by resolution on 
January 25, 1957, reaffirmed its previous position with respect 
to accepting the $5, 000,000 payment, in connection with the 
Yellowtail Dam and Reservoir right-of-way, which resolution 
has been certified to the Secretary of the Interior; and 

Whereas the Congress has repeatedly shown its willingness 
and readiness to recognize cooperation by Indian tribes in 
advancing resource development through multiple-purpose 
projects such as Yellowtail Dam; and 

Whereas the Federal Power Commission and the Depart- 
ment of the Interior have approved awards to Indian tribes 
in connection with hydroelectric power developments by non- 
Federal agencies in at least two transactions, where special 
values and pastifieble other equitable considerations were 
essential factors (to the Flathead Indians in Western Mon- 
tana and to the Warm Spring Indians in Oregon where Indian 
lands for power site purposes are leased at rates which in 
50 years yield proportionately more than proposed in this 
resolution) ; and 

Whereas said amounts of special values and considerations 
in connection with Yellowtail Dam will be repaid to the 
Federal Treasury through power revenues paid by power 
consumers of the Missouri River Basin power system; and 

Whereas facts and circumstances are available to support 
the special values and other justifiable considerations and 
thereby meet the objections set forth in the President’s 
message of June 7, 1956: Now, therefore, be it 

Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That, from 
funds appropriated to the Department of the Interior, 
Bureau of Reclamation, for the Missouri River Basin project, 
there shall be transferred in the Treasury of the United 
States to the credit of the Crow Tribe of Indians, Montana, 
the sum of $5,000,000. Said sum includes both just com- 
pensation for the transfer to the United States as herein pro- 
vided of the right, title, and interest of the Crow Tribe in 
and to the tribal lands described in section 2 of this resolu- 
tion and @ skere of the special value to the United States 
of said lands for utilization in connection with its authorized 
Missouri River Basin project, in addition to other jstifieble 
equitable considerations. Nethime eonteined herein shalt 
be taken as an admission by the United States that it is 
ender any legal obheation te pay more than fist eompen- 
satien te said Crow Pribe and, in any suit brought as pre- 
vided in section 3 of this reschition, ne amount in exeess of 
the sum above stated shall be awarded unless the court find 
thet the vhele ef said sum is tess then pst eompensation fox 
the dined tee Xe atteprer fees stall be ateared ott of Hre 
amount paid under authority of this resehition: Neither 
the initial transfer of such funds to the tribe, as provided 
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herein, nor any subsequent per capita distribution thereof 
shall be subject to Federal income tax. 

Src. 2. (a) Subject to the provisions of this section, there 
is hereby transferred to the United States the right, title, and 
interest of the Crow Tribe in and to lands situated in the Big 
Horn County, Montana, hereinafter described under the 
headings ‘‘PARCEL A” and “‘PARCEL B’’, 


PARCEL A 


Lots 7, 8, 9, 10, 11, and 12, northeast quarter of the south- 
west quarter and the east half of the southeast quarter of sec- 
tion 18; lots 1, 2, 3, 4, 5, and 6, the southwest quarter of the 
northeast quarter, southeast quarter of the northwest quarter, 
and the northeast quarter of the southwest quarter of section 
19, all in township 6 south, range 31 east, Montana principal 
meridian, and containing 573.84 acres, more or less. 

A tract of unsurveyed, unallotted Indian land described 
as follows: Beginning on the westerly side of the Big Horn 
River at a point on the west line of lot 9, section 18, town- 
ship 6 south, range 31 east, Montana, principal meridian, 
said point being at elevation 3,675; thence running upstream 
along a contour line whose elevation is 3,675, to a point of 
intersection with the east line of the southeast quarter of the 
northeast quarter of section 22, township 6 south, range 30 
east, Montana, principal meridian; thence southerly along 
the east line of said southeast quarter of the northeast quarter 
to a point on the east line of said southeast quarter of the 
northeast quarter, whose elevation is 3,675; thence running 
upstream along a contour line whose elevation is 3,675, to 
a point of intersection with the south boundary of the Crow 
Indian Reservation on the westerly side of the Big Horn 
River; thence easterly along the said south boundary of the 
Crow Indian Reservation to a point of intersection with the 
middle of the thread of the Big Horn River; thence running 
upstream along the middle of the thread of the Big Horn 
River to a point of intersection with the south line of town- 
ship 9 south, range 28 east, Montana principal meridian; 
thence easterly along the south line of said township 9 south, 
range 28 east, to a point on the south line of said township 
9 south, range 28 east, Montana principal meridian, whose 
elevation is 3,675 feet; thence running downstream along a 
contour line whose elevation is 3,675 to a point of intersection 
with the west line of township 6 south, range 31 east, Mon- 
tana principal meridian; thence northerly along the west line 
of said township 6 south, range 31 east, to the point of begin- 
ning, and containing 4,711.6 acres, more or less. 

Also, a parcel of land lying along the south boundary of 
the Crow Indian Reservation, further described as follows: 
Beginning at a point where the 3,675-foot contour to the left 
of the Big Horn River intersects the south boundary of the 
Crow Indian Reservation, said point being approximately 
5,400 feet westerly of the point of intersection of the Big 
Horn River and the south boundary of the Crow Indian 
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Reservation; thence running upstream on the 3,675-foot con- 
tour to a point where the 3,675-foot contour intersects the 
south boundary of the Crow Indian Reservation; thence run- 
ning easterly along the south boundary of the Crow Indian 
Reservation to the point of beginning and containing 5.7 
acres, more or less. 

Also, a parcel of land lying along the south boundary of 
the Crow Indian Reservation and along Hoodoo Creek fur- 
ther described as follows: Beginning at a point on the south 
boundary of the Crow Indian Reservation where the 3,675- 
foot contour on the east bank of Hoodoo Creek intersects 
the south boundary of the Crow Indian Reservation; thence 
running upstream on the 3,765-foot contour to its intersec- 
tion with the middle of the thread of Hoodoo Creek, thence 
running downstream on the 3,675-foot contour to a point 
where the 3,675-foot contour intersects the south boundary 
of the Crow Indian Reservation; thence easterly along the 
south boundary of the Crow Indian Reservation to the point 
of beginning and containing 1.3 acres, more or less. 

The total area above described is 5,352.44 acres, more 
or less, situated in Big Horn County, Montana. 


PARCEL B 


Lots 1, 5, and 6 of section 18, lots 4, 6, 7, and 8, and 
the south half of the northwest quarter of section 17, lots 6 
and 7, section 16, all in township 6 south, range 31 east, 
Montana principal meridian, containing 325.50 acres, more 
or less, and situated in Big Horn County, Montana. 

(b) There is reserved from the right, title, and interest 
transferred as to parcel B, the Indian Irrigation Service canal 
and appurtenant facilities, Big Horn unit, Crow Indian Irri- 
gation Department, as now constructed or as they may be 
hereafter modified, until such time as said canal and appur- 
tenant facilities may be replaced. 

(c) Except as to such area as the Secretary determines to 
be required for the dam site and the construction and op- 
erating campsite, the right, title and interest transferred 
shall be exclusive of the rights to minerals, including gas and 
oil, beneath the surface: Provided, That no permit, license, 
lease or other document covering the exploration for or the 
extraction of such minerals shall be granted by or under the 
authority of the Secretary except under such conditions and 
with such stipulations as the Secretary deems adequate to 
protect the interests of the United States in the construction, 
operation, maintenance and use of the Yellowtail unit. 

(d) The members of the Crow Tribe of Indians of Montana 
shall be permitted to hunt and fish in and on the Yellowtail 
Reservoir and taking area without a license. 

Src. 3. Emless suit to determine ahether an additional 
phe tt te thet spesttied Ht seeder F heredt i dite tts post eet 
pensation is broveht Ht the Court ef Claims by the Crow 
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resehitien; the The sum provided by section 1 hereof shall 
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constitute full, complete, and final settlement of any and all 
claims by the tribe on account of the transfer to the United 
States as therein provided of the tribe’s right, title, and inter- 
est in and to the lands referred to in section 2 hereof. 
dy the ereit of sHel aH the eset shel bere ptt 
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determining just compensation chall talke inte acoount the 
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a3 govern in the ease of other elaims cognizable under the 
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OBJECTIVE OF THE RESOLUTION 


Senate Joint Resolution 12 has for its major objective the settlement, 
on a legal and equitable basis, of a longstanding controversy over the 
right-of-way for the Yellow tail Dam, powerplant, and reservoir on 
the Big Horn River, which rises in W yoming and flows through Mon- 
tana. The Yellowtail Dam unit, which includes a 200,000-kilowatt 
powerplant, is a part of the Missouri River Basin project, authorized 
by the Congress in the Flood Control Act of 1944. 

The controversy has been over the amount the Crow Indian Tribe, 
owners of the land required for the project, shall be paid. While 
less than 7,000 acres of Indian land are required, the dam and power- 
house are located wholly on tribal holdings. 

The Crow Indians will receive little direct benefit from the construc- 
tion of the project, which will primarily be of service to white residents 
of eastern Montana, northern Wyoming, the West, and the Nation as 
awhole. Over the last century, the Crow Indian Reservation has been 
whittled down to less than 90 percent of the area it embraced under 
the treaty of 1851 with the United States. 

The construction of Yellowtail Dam will extend the reclamation 
program to the waters of the Big Horn River, which rises in Wyoming, 
for multiple purposes, including regulation of the stream, hydroelectric 
power, flood control, irrigation, protection of fish and wildlife, and 
recreation. 

Eastern Montana and northern Wyoming have urgent need for the 
additional power that will be provided at Yellowtail Dam in order to 
speed the area’s industrial, commercial, and agricultural expansion, 
enlarge its tax bases, and speed the creation of greater markets for the 
manufactured products of other sections of the country. Irrigation 
is needed to combat ravages of drought and rainfall deficiency for 
agricultural production. 


LEGISLATIVE BACKGROUND 


The 84th Congress passed Senate Joint Resolution 135, providing 
for the payment of $5 million to the Crow Indians in connection with 
the Yellowtail Dam right-of-way after thorough and exhaustive 
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consideration. The resolution undertook to recognize factors which, 
in the recorded opinion of the Congress, on last year’s resolution, fully 
supported that amount. 

However, the President of the United States, in his message of 
disapproval, dated June 7, 1956, objected to Senate Joint Resolution 
135 on the grounds outlined in his communication labeled “Exhibit 
° Tyg 

(The relationship, or lack of relationship, of the provisions of 
S. J. Res. 12 to the Twin City Power Co. decision, referred to in the 
President’s message, is dealt with in the attached memorandum 
of the chief counsel of the committee, labeled “Exhibit B.”’) 

Senate Joint Resolution 12 is designed to meet the President’s 
objections and the legislative record establishes what the committee 
feels is irrefutable support for the $5 million payment. The committee 
finds no conflict with legal or any aquitable contentions that have 
been raised against the award of this amount. 

The equitable considerations actuating the recommendation include 
the financial aid that will enable the Crow Indians to rehabilitate 
themselves, improve their living conditions, afford educational 
opportunities, and otherwise raise their standard of living. The 
direct benefits the Crows will receive from construction and operation 
of the dam and power plant are small compared with the more wide- 
spread results that will accrue to the area, the West, and the United 
States as a whole. 

The committee recognizes that condemnation proceedings to acquire 
the Yellowtail right-of-way have been instituted by the Department 
of Justice at the behest of the Department of the Interior, following 
rejection by the Crow Indians of an offer of $1,500,000 for the right- 
of-way. 

(Subsequently, the Department stated it would offer no objection 
to an increase in the offer to $2,500,000.) - 

In any event, without this legislation, long and expensive litigation 
is in prospect with the result that the vitally needed Yellowtail Dam 
development will be further delayed many, many years before the 
courts make final determinations. 

The proposal to pay the Indians $5 million reflects a complete 
“meeting of minds” on the part of the Crow Indians, on the one hand, 
and the Congress of the United States, on the other, as is evidenced 
by congressional approval of Senate Joint Resolution 135 in the 
84th Congress. 

Unquestionably the legal and equitable considerations that are cited 
demonstrate that the Crow Indians are entitled to the $5 million award 
as provided in the resolution. These include the value of the right- 
of-way as a dam, reservoir, and particularly as a power site. Prece- 
dents set by the Congress, by an executive agency (Interior) in its 
recommendations, and by the Federal Power Commission, an inde- 
pendent agency, show that both legal and equitable factors have been 
taken into consideration in making awards to Indians in instances 
akin to the Yellowtail Dam-Crow Indian case. 

It is true that the actions of one Congress are not binding on another, 
but precedent is powerfully persuasive in legislative and administrative 
actions, as well as in the exercise of judicial considerations. Similarly, 
the findings of an executive or independent agency in related instances, 
as pointed out in this report, have impelling influence notwithstanding 
representations to the contrary. 
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The committee presents in this report facts, circumstances, and 
recedents in detail and with some repetition for ‘emphasis so that the 
Senate may be aware of these citations which constitute legislative 
history in justification for favorable consideration of Senate Joint 
Resolution 12 in the light of the entire subject and in dealing with 
various questions that have been raised with respect to the subject 
matter and objectives of the measure. 


LEGAL CONSIDERATIONS SUPPORTED 


It is the committee’s judgment that section 10 of the act of June 4, 
1920, an act to provide for allotment of lands to the Crow Tribe (41 
Stat. 751), is a specific recognition by the Congress that the Crow 
Tribe has vested property 1 rights i in the power-site value of the lands 
which are the subject of this resolution. The text of this section, and 
its interpretation the Honorable Harlan F. Stone, late Chief Justice 
of the Supreme Court of the United States, as Attorney General in 
the Cabinet of President Coolidge, are set forth in appendix A to this 
report, 

The committee finds that the 66th Congress, in providing for the 
allotment of Crow tribal lands, recognized the special value of the 
waterpower site in question here, reserved it from allotment, and 
vested it as a property right of the Crow Tribe. 

Under the doctrine of the Twin City case (U. S. v. Twin City 
Power Co., 350 U.S. 222) cited by the President (Exhibits A and A-1), 
power-site values may, at the discretion of the Government, be con- 
sidered in determining just compensation. 

(See appendix B for a discussion of this phase of the Twin City case.) 

In the present instance, since the lands involved are Indian lands, 
and since their power-site values have been specifically recognized and 
vested by the Federal Government in the tribe, it is submitted that as 
a matter of law, as well as of equity, such values must be considered in 
determining compensation for the lands taken. 


EQUITABLE CONSIDERATIONS 


In dealings between the Indians and the Federal Government, law 
and equity merge to an even greater extent than in many other in- 
stances. The Supreme Court repeatedly has affirmed that the rela- 
tionship partakes of that of guardian and ward. As was stated in the 
report of then Secretary of the Interior Douglas McKay to the com- 
mittee on Senate Joint Resolution 135, 84th Congress, on February 27, 

1956: 


When the United States seeks to acquire Indian tribal 
lands for reservoir purposes, however, we believe that prin- 
ciples of just compensation in the constitutional sense are not 
necessarily determinative of the measure of what constitutes 
a fair payment and that, accordingly, if at all possible, 
valuation and acquisition should be accomplished by adminis- 
trative and legislative, rather than judicial, means. {Emphasis 
supplied.] In particular cases of such acquisition, it is appro- 
priate, we believe, for an executive agency to recommend to 
the Congress—and it is of course within the province of the 
Congress to establish—compensation, or the principles to 
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govern its ascertainment, upon the basis of factors additional 
to those by which just compensation is measurable judicially. 
We have so concluded because situations involving acqui- 
sition for reservoir purposes of tribal property present unique 
cases. The United States and particularly this Department 
in such a case occupies a dual role. On the one hand, its re- 
lationship with the tribe is, in many respects, analogous to 
that of a trustee, the nature of congressional power over 
tribal property being described by the highest court as that 
of a guardian or trustee (Morrison v. Work, 266 U.S. 481 
(1925); Nadean v. Union Pacific Railroad Company, 253 
U. S. 442 (1920).) On the other hand, the United States, 
while occupying such a trustee relationship, seeks to acquire 
from the tribe its possessory rights in order that the property 
may be devoted to the purposes of the project for which it is 
required. 

While the Congress has the undoubted plenary power to 
effect such an acquisition, the dual role occupied by the 
United States and particularly this Department when it is 
the acquiring entity poses, administratively and legislatively, 
a most delicate problem in arriving at appropriate compensa- 
tion. Considering the trustee relationship involved and 
regarding such practice as consistent with what the Supreme 
Court has referred to as ‘“‘* * * power to control and manage 
the property and affairs of Indians in good faith for their 
betterment and welfare” (Shoshone Tribe v. United States, 299 
U.S. 476, 497 (1937); Chippewa Indians v. United States, 301 
U.S. 358 (1937)), this Department has been of the view that 
payments ae, to a reasonable degree, embrace compensa- 
tion beyond the judicially determined limits of just compen- 
sation are appropriate. 


DOCUMENTS CONSIDERED BY THE COMMITTEE 


The committee gave thorough and critical consideration to all 
representatives which had a bearing on Senate Joint Resolution 12, 
its objectives and possible or potential implications. The material 
before the committee included the following: 

1. Senate Joint Resolution 135, 84th Congress, passed by both 
Houses, providing for the payment of $5 million to the Crow Indian 
Tribe for the Yellowtail Dam site. 

2. Message of disapproval by President Eisenhower of Senate Joint 
Resolution 135, dated June 7, 1956. 

3. Committee print of Senate Joint Resolution 12, 85th Congress, 
showing proposed amendments, primarily for purposes of clarification. 

4. Hearings on Senate Joint Resolution 12, held on February 25, 
1957, as well as hearings on February 28, 1956, on predecessor Senate 
Joint Resolution 135, and other material in the form of committee 
prints. 

5. Letters from the Department of the Interior on the following 
dates: 

(a) February 27, 1956, recommending $1,500,000 payment to 
the Crow Indian Tribe in connection with the Yellowtail Dam 
right-of-way. 
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(6) March 27, 1957, stating it would not object to $2,500,000 
payment to the Crow Indians but repeating the $1,500,000 
proposal of a year previously. (The letter speaks for itself. 
See exhibit G.) 

(c) Related correspondence and other material bearing on the 
subject of these two resolutions. 

6. Letters from the Bureau of the Budget, dated as follows: 

(a) February 28, 1956, concurring in report of Department of 
the Interior of February 27, 1956, as to $1,500,000. 

(6) February 5, 1957, reiterating view as to $1,500,000 pay- 
ment. 

7. Reports of Senate Committee on Interior and Insular Affairs, 
dated as follows: 

(a) Report No. 1980, June 27, 1952, 82d Congress, on payment 
to Indian tribes in connection with Boysen Dam. 

(6) Report No. 1626, March 6, 1956, 84th Congress, in connec- 
tion with Senate Joint Resolution 135, referred to above. 

8. Letter of Federal Power Commission, dated January 28, 1957, 
dealing with lease payments in connection with power sites at Kerr 
Dam, Mont., to Flathead Indian Tribes and at Pelton Dam, Oreg., to 
Warm Springs Indians. 


CONCLUSIONS OF THE COMMITTEE 


The committee concludes that the $5 million payment to the 
Crow Indian Tribe is a fair and equitable payment to the Crow 
Indian Tribe in the light of all relevant factors, direct and related, 
in connection with right-of-way for Yellowtail Dam and powerplant 
as a vital unit of the Missouri River Basin project, Montana-Wyoming, 
authorized by the Flood Control Act of 1944. 

In reaching this conclusion, particular deference was accorded the 
message of the President of the United States (S. Doc. 128, dated 
June 7, 1956) returning without approval Senate Joint Resolution 
135. This earlier resolution had for its ultimate objective a similar 
payment to the Crow Indian Tribe. 

Senate Joint Resolution 12, the current measure reported, retains 
the same ultimate objective of Senate Joint Resolution 135 of assur- 
ing payment of $5 million to the Crow Indian Tribe, but the wording 
of the current measure is revised in recognition of the President’s 
comments. There is full cognizance thet the Chief Executive was 
properly exercising his’ constitutional prerogative in connection with 
this subject. 

The committee is of the view that Senate Joint Resolution 12 as 
amended, meets the President’s objections. It perfects the record 
through citing at least one direct additional precedent of congressional 
authority to recognize ‘‘special values’ to the United States in con- 
nection with the development of a multiple-purpose project involving 
hydroelectric power potentials such as is involved at Yellowtail Dam. 

In addition to the applicable findings of the committee in connection 
with Senate Joint Resolution 135, the committee therefore concluded 
that precedent for a congressional award buttressed, as provided in 
Senate Joint Resolution 12, had incontestable support in (a) at least 
one previous recommendation of the Department of the Interior; (6) 
in a congressional resolution; and (c) approval of the Chief Executive 
in the Boysen Dam case, Public Law 591, 82d Congress, July 18, 1952. 
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The additional precedent relates to the right of way for the smaller 
multiple-purpose Boysen Dam (Wyoming), also a unit of the Mis- 
souri River Basin project. In this instance, Congress authorized 
payment to the Arapahoe and Shoshone Indian Tribes that recognized 
power-site values. While the power installation at Boysen Dam is 
less than one-eighth of that proposed at Yellowtail Dam, and the 
amount awarded comparatively less, the principle involved is on all 
fours with that reiterated by the committee in Senate Joint Resolu- 
tion 12. 

The relevant comparisons of the actual Boysen Dam features and 
allowances, as extended on a comparable basis to Yellowtail Dam and 
powerplant are as follows: 


Boysen Dam Yellowtail 





- 
| (actual) | (proposed) 

Area ere eS pes ees oe ea ndeetboaasus 25,000 | 6,000, plus, 

Appraisers’ v: alue of 1k eC ae eek ces Seu Tere $141, 000 | $37,000. 

Power (installed capacity kil ite cinibtntnictnedacdedee sakematod abn 15, 000 | 200,000. 

Total award a a de anita | $458, 000 | $5,000,000. 

mnie es ee 1 $317,000 | $4,279,0002 (to more 


than $5,000,000). 


(This subject is dealt with more fully in exhibit.) 
1 The $317,000 figure represents a compromise from an original estimate of $275,000 by Government ap- 
praisers and more than $300,000 claimed by the Indians for power vi ilues at Boy sen Dam. 
2 Estimated higher figure based on production of more valuable “peaking” power from 30 percent of in- 
Stallation at Yellowtail. 


The installed kilowatt capacity proposed for Yellowtail is approxi- 
mately 1314 times that at Boysen. On the basis of capacity, a minimum 
award of $4,250,000 at Yellowtail would be justified. Consideration 
of another factor would increase the Yellowtail figure to $5 million 
or more. This factor relates to the fact that 70,000 kilowatts, or 
one-third of the Yellowtail capacity will produce ‘‘peaking’’ power 
which has a sales value much higher than that at Boysen. Thus, a 
payment of $5 million to the Crow Indians in connection with Y ellow- 
tail is again justified. 

Attention is again directed by way of emphasis to previous com- 
ee cited on page 5 of Senate Report No. 1626, dated Mare h 
3, 1956, on Senate Joint Resolution 135. This relates to the 50-year 
an payments recommended by the Secretary of the Interior aa 
approved by the Federal Power Commission to Indian tribes. This 
was in connection with Kerr Dam on the Flathead River in Montana, 
where power-site lease returns to the Flathead Indians (who would 
retain title to the site) would approximate $7,375,000 or 50 percent 

more than the payment to the Crow Indians at Yellowtail Dam. 

Another instance of Interior-Federal Power Commission approval 
is in lease payments to the Warm Springs Indians in connection with 
Pelton Dam on the Deschutes River in Oregon. On the basis of 
Federal Power Commission statistics, a payment of $7,318,000 to the 
Crow Indians would be justified if the same yardstick were used at 
Yellowtail, which to the committee appears fully justified. 

Viewed as a matter in equity, the conclusion is inescapable that the 
damsite and power privileges were confirmed in Crow tribal ownership 
by the treaty of 1851 and the act of June 4, 1920. Acquisition of this 
property by the Government for the use and benefit of the Federal 
Missouri River Basin project necessarily must be based on compensa- 
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tion to the Crows for their property rights which include the power 
privilege. A proper means of evaluating that power privilege is pro- 
vided by the compensation paid to other tribes for comparable power 

rivileges. Inasmuch as the entire dam and powerplant site of the 
Yellow tail development is Crow tribal land, fully comparable cases 
exist in the Pelton Dam and the Kerr Dam settlements, both of which 
have been approved by the Federal Power Commission, on recom 
mendation of the Secretary of the Interior. Using those approved 
settlements as the standards, the value of the Yellowtail power site 
would range from $4,279,000 to more than $5 million. 

(Other phases of the President’s message are dealt with in exhibits 
C and D.) 

The committee therefore recommends that the Senate approve the 
resolution. 

LIST OF EXHIBITS ATTACHED 


For the information of the Senate, the committee attaches to, and 
makes a part of this report, certain exhibits which are listed as follows: 

Exhibit A: President’s message of disapproval of Senate Joint 
Resolution 135, 84th Congress, dated June 7, 1956, providing for 
payment of $5 million to “Crow Indian Tribe for Yellowtail Dam 
right-of-way. 

Exhibit A-1: Text of the opinion of the Supreme Court of the 
United States in the case of the United States v. Twin City Power Co., 
referred to in the President’s message of disapproval. 

exhibit B: Memorandum of chief counsel, Senate Committee on 
Interior and Insular Affairs on Just Compensation, under Senate 
Joint Resolution 12. 

Exhibit C: Discussion of congressional and other Government 
precedents for payment as provided in Senate Joint Resolution 12. 

Exhibit D: Discussion of points wherein Senate Joint Resolution 
12 meets President’s requirements that the settlement is “soundly 
and equitably premised,” and is not “extravagant,” based on prece- 
dents established by the Congress or by F ederal agencies in connection 
with Indian land required in connection with power or multiple- 
purpose developments. Precedents referred to in exhibit C are 
included. 

exhibit E: Shows appropriations available to make the $5 million 
payment provided in Senate Joint Resolution 12, without an addi- 
tional appropriation for this purpose. 

Exhibit F: Outlines construction costs and schedule for repayment 
of costs of the commercial power facilities of Yellowtail Dam in 50 
years with interest. After payment of more than $46 million in inter- 
est, a surplus of $14,263,210 is shown by Bureau of Reclamation fig- 
ures submitted to the committee, which is more than adequate to 
absorb the $5 million payment to the Crow Indian Tribe proposed in 
the recommended resolution. All of the costs except an allocation of 
$4,241,000 to flood control are repayable. Testimony before the 
committee verified these estimates as currently correct. 

Exhibit G: Letters from executive and independent agencies. 
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Exursit A 
Tue Warre Hovse, 
To the United States Senate: 

I return herewith, without my approval, Senate Joint Resolution 
135, for payment to Crow Indian Tribe for right-of-way for Yellowtail 
Dam and Reservoir, Hardin unit, Missouri River Basin project, 
Montana-Wyoming. 

The joint resolution would pay the Crow Indian Tribe, Montana, 
$5 million as “‘just compensation” for certain tribal lands required for 
the construction, operation, and maintenance of the Yellowtail Dam 
and Reservoir. The area of the land comprises 5,677.94 acres and such 
additional land as the Secretary of the Interior determines to be re- 
quired for the construction of minimum basic recreation facilities for 
the accommodation of the public, which it is understood will increase 
the total area to somewhat more than 6,000 acres. 

In essence, this resolution culminates a decade of negotiation and 
disagreement between the Department of the Interior and the Crow 
Indians with respect to the amount of compensation to be paid to 
the tribe for lands required for the Yellowtail Dam and Reservoir, 
for which the initial construction appropriation was made in the fiscal 
year 1956 and for which an additional $10,850,000 was included in 
the budget for the fiscal year 1957. 

The standard of payment for land acquired by the Government is 
‘just compensation,” or “fair market value.” However, I recognize 
that, as a matter of policy, the Federal Government has made awards 
in excess of ‘‘just compensation”’ in other cases involving Indian lands. 
If the Congress determines that it wishes to provide for an extra 
payment in this case, it should not be done under the claim that it 
is “‘just compensation.””’ The amount, the method for computing it, 
and the equitable justification for it, should be clearly established on 
acceptable premises. Neither the resolution nor the legislative history 
does this. 

According to my information, the acquisition by the United States 
of the land contemplated will not interfere with the tribal life, except 
as to a small area used for grazing, and will not displace any of the 
members of the tribe since the area is not inhabited and consists almost 
wholly of inaccessible land, largely of bare, precipitous canyon walls. 
Thus, the only justification for an additional sum over and above 
‘just compensation” arises from the value of the land as a power site. 
General principles of constitutional law exclude power site values in 
determining “just compensation” as the Supreme Court recently re- 
iterated in United States v. Twin City Power Co., January 23, 1956. 

A statutory settlement of this kind of controversy might be accept- 
able if soundly and equitably premised and if it reflected a substantial 
measure of agreement between parties to the dispute. I regret that 
the extravagant nature of the award contemplated by Senate Joint 
Resolution 135 requires this action which may cause some additional 
delay in proceeding with the construction of the Yellowtail unit. It 
is my hope that the Congress can approve a statutory settlement which 
will permit expeditious action to proceed with the construction of this 
jonah project. 

For these reasons, I have withheld my approval from this measure. 


Dwicut D. EIseNHOWER. 


Tue Wuite Houses, June 7, 1956. 
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Exuisit A-1 
Masority Oprnton in “Twin Crtry Case” 
In the Supreme Court of the United States 
No. 21.—October Term, 1955; 


United States of America, 
Petitioner ; 
On Writ of Certiorari to the United 
err sel , States Court of Appeals for the 
Twin City Power Company and] Fourth Circuit. 
William P. Dauchy, Its Mort- 


gagee. 


v 


[January 23, 1956] 


Mr. Justice Dovauas delivered the opinion of the Court. 


This is a suit for condemnation of land instituted by the United 
States against respondent power company. A single question of valu- 
ation is presented. It is whether the just compensation which the 
United States must pay by force of the Fifth Amendment includes 
the value of the land as a site for hydroelectric power operations. ‘The 
Fourth Circuit of Appeals held that it does. 215 F. 2d 592. The 
Court of Appeals for the Fifth Circuit reached the same result in 
litigation involving other lands in the same hydroelectric project. 
United States v. Twin City Power Co., 221 F. 2d 299. We granted 
the petition for certiorari in the former case because of the importance 
of the issue presented. 348 U.S. 910. 

The condemnation proceedings are part of the procedure for com- 
pletion of the Clark Hill project on the Savannah River, a navigable 
stream in southeastern United States. The Clark Hill project is 
the first in a series of steps recommended by the Chief of Army Engi- 
neers for the improvement of the basin of that river. H.R. Doc. No. 
657, 78th Cong., 2d Sess. That Report conceives of the Clark Hill 
project as serving multiple purposes—hydroelectric, flood control, 
and navigation. It states that the Clark Hill project “if suitably 
constructed and operated primarily for hydroelectric-power develop- 
ment, would incidentally reduce downstream flood damages and 
improve low-water flows for navigation.” Jd., p. 3. Congress 
approved this project as part of “the comprehensive development 
of the Savannah River Basin for flood control and other purposes.”’ 
Section 10 of the Food Control Act of 1944, 58 Stat. 887. And see 
United States ex rel. Chapman vy. Federal Power Commission, 345 
U. S. 153, 170. 

The Court of Appeals concluded that the improvement of navi- 
gation was not the purpose of the taking but that the Clark Hill 
project was designed to serve flood control and water-power develop- 
ment. 215 F. 2d 597. It is not for courts, however, to substitute 
their pment for congressional decisions on what is or is not neces- 
sary for the improvement or protection of navigation. See Arizona 
v. California, 283 U. S. 423, 455-457. The role of the judiciary in 
reviewing the legislative judgment is a narrow one in any case. 
See Berman v. Parker, 348 U.S. 26, 32; United States ex rel. TVA v. 
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Welch, 327 U.S. 546, 552. The decision of Congress that this project 
will serve the interests of navigation involves engineering and policy 
considerations for Congress and Congress alone to evaluate. Courts 
should respect that decision until and unless it is shown ‘‘to involve 
an impossibility” as Mr. Justice Holmes expressed it in Old Dominion 
Co. v. United States, 269 U.S. 55, 66. If the interests of navigation 
are served, it is constitutionally irrelevant that other purposes may 
also be advanced. United States v. Appalachian Power Co., 311 U.S. 
377, 426; Oklahoma ex rel. Phillips v. Atkinson Co., 313 U. 5. 508, 
525, 533-534. As we said in the Appalachian Power Co. case, ‘Flood 
protection, watershed development, recovery of the cost of improve- 
ments through utilization of power are likewise parts of commerce 
control.’”’ 311 U.S., at 426. 

The interest of the United States in the flow of a navigable stream 
originates in the Commerce Clause. That Clause speaks in terms of 
power, not of property. But the power is a dominant one which can 
be asserted to the exclusion of any competing or conflicting one. The 
power is a privilege which we have called “‘a ferns servitude” (see 
United States v. Commodore Park Inc., 324 U. 386, 391; Federal 
Power Commission v. Niagara Mohawk Power tea 347 U.S. 239, 
249) or “‘a superior navigation easement.”” United States v. Gerlach 
Live Stock Co., 339 U. a" 725, 736. The legislative history and con- 
struction of particular enactments may lead to the conclusion that 
Congress exercised less than its constitutional power, fell short of 
appropriating the flow of the river to the public domain, and provided 
that private rights existing under state law should be compensable or 
otherwise recognized. Such were United States v. Gerlach Live Stock 
Co., supra, and Federal Power Commission v. Niagara Mohawk Power 
Corp., supra. We have a different situation here, one where the 
United States displaces all competing interests and appropriates the 
entire flow of the river for the declared public purpose. 

We can also put aside such cases as United States v. Kansas City 
Life Ins. Co., 339 U.S. 799, where assertion of the dominant servitude 
in the navigable river injured property beyond the bed of the stream. 
Here we are dealing with the stream itself, for it is in the water power 
that respondents have been granted a compensable interest. 

It is argued, however, that the special water rights value should be 
awarded the owners of this land since it lies not in the bed of the river 
nor below high water but above and beyond the ordinary high-water 
mark. An effort is made by this argument to establish that this 
private land is not burdened with the Government’s servitude. The 
flaw in that reasoning is that the landowner here seeks a value in the 
flow of the stream [emphasis that of the Court], a value that inheres in 
the Government’s servitude and one that under our decisions the 
Government can grant or withhold as it chooses [emphasis supplied]. It 
is no answer to say that payment is sought only for the location value 
of the fast lands. That special location value is due to the flow of the 
stream; and if the United States were required to pay the judgments 
below, it would be compensating the landowner for the increment of 
value added to the fast lands if the flow of the stream were taken 
into account. 

That is illustrated by United States v. Chandler-Dunbar Co., 229 
U.S. 53, the case that controls this one. In that case a private com- 
pany installed a power project in St. Mary’s River under a permit from 
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the Government, revocable at will. The permit was revoked, Con- 
gress appropriating the entire flow of the stream for navigation pur- 

poses. The Court unanimously held that the riparian owner had no 
compensable interest in the water power of which it had been deprived. 

Mr. Justice Lurton, speaking for the Court, said “Ownership of a 
private stream wholly upon the lands of an individual is conceivable ; 

but that the running water in a great navigable stream is capable of 
private ownership is inconceivable.” Jd. at 69. The Court accordingly 
reversed a judgment that awarded the riparian owner what respond- 
ents have obtained in this case, viz., ‘‘the present money value of the 
rapids and falls to the Chandler-Dunbar Company as riparian owners 
of the shore and appurtenant submerged land.” Jd., at 74. The 
Court said, ‘“The Government had dominion over the water power 
of the rapids and falls and cannot be required to pay any hypothetical 
additional value to a riparian owner who had no right to appropriate 
the current to this own commercial use.” * Jd., at 76. Some of the 
land owned by the private company was in the bed of the stream, 
some above ordinary high water. But the location of the land was 
not determinative. It was the dominion of the Government over the 
water power that controlled the decision. Both in Chandler-Dunbar 
and in this case it is the water power that creates the special value, 
whether the lands are above or below ordinary high water. The 
holding in Chandler-Dunbar led us to say in United States v. Appa- 
lachian Power Co. , supra, at 424, that the “exclusion of riparian owners’ 

from the benefits of the power in a navigable stream ‘“‘without compensa- 
tion is entirely within the Government’s discretion.” (Emphasis sup- 
plied.) And again, “If the Government were not to build the dam, 
it would have to pay the fair value, judicially determined, for the 
fast land; nothing for the water power.” Id., 427 

The power company in the present case is certainly in no stronger 
position that the owner of the hydroelectric site in the Chandler- 
Dunbar case. While the latter was deprived of a going private power 
project by the Government, the present private owners never had a 
power project on the Savannah and as a result of the Government’s 
pre-emption never can have one. 

It is no answer to say that these private owners had interests in the 
water that were recognized by state law. We deal here with the fed- 
eral domain, an area which Congress can completely pre-empt, leaving 
no vested private claims that constitute “private property” within the 
meaning of the Fifth Amendment. Location of the lands might under 
some circumstances give them special value, as our cases have illus- 
trated. But to attach a value of water power of the Savannah River 
due to location and to enforce that value against the United States 
would go contra to the teaching of Chandler-Dunbar—“‘that the run- 
ning water in a great navigable stream is capable of private owner- 
ship is inconceivable.” 229 U.S., at 69. 

The holding of the Chandler-Dunbar case that water power in a 
navigable stream is not by force of the Fifth Amendment a compensa- 
ble interest when the United States asserts its easement of navigation 


*In the Chandler- Dunbar case an award of compensation was made for the value of the land for a lock and 
canal, passing ‘‘around the falls and rapids.” United States v. Chandler-Dunbar Co., 229 U.S., at 67, 76-78. 
It may be that the Court was influenced by the fact that on the special facts of the case, the use of the land 
for canals and locks was wholly consistent with the dominant navigation servitude of the United States and 
indeed aided navigation. Whatever may be said for that phase of the case, it affords no support for respond- 
ent, since water power value, held to be compensable by the Court of Appeals, was ruled to be noncompen- 
sable in the Chandler-Dunbar case. 
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is in harmony with another rule of law expressed in United States v, 
Miller, 317 U.S. 369, 375. 

‘Since the owner is to receive no more than indemnity for his loss, 
his award cannot be enhanced by any gain to the taker. Thus, al- 
though the market value of the property is to be fixed with due con- 
sideration of all its available uses, its special value to the condemnor 
as distinguished from others who may or may not possess the power 
to condemn, must be excluded as an element of market value.” 

The Court in the Chandler-Dunbar case emphasized that it was only 
loss to the owner, not gain to the taker that is compensable. 229 
U.S. at 76. If the owner of the fast lands can demand water-power 
value as part of his compensation, he gets the value of a right that the 
Government in the exercise of its dominant servitude can grant or 
withhold as it chooses. The right has value or is an empty one depend- 
ent closely on the Government. What the Government can grant or 
withhold and exploit for its own benefit has a value that is peculiar to 
it and that no other user enjoys. Cf. U.S. er rel. T. V. A. v. Powel- 
son, 319 U.S. 266, 273 et seg. To require the United States to pay for 
this water-power value would be to create private claims in the public 
domain, 

Reversed. 


Note.—Mr. Justice Burton, with whom Mr. Justice Frankfurter, 
Mr. Justice Minton and Mr. Justice Harlan joined, dissented, holding 
that the judgments of the Fourth and Fifth Circuit Courts of Appeal 
should be affirmed, 





Exursit B 
Aprit 8, 1957; 
MEMORANDUM 


To: Senator James E. Murray 

From: Stewart French, committee counsel 

Subject: “Just compensation” under Senate Joint Resolution 12, 85th 
Congress 

1. ‘Just compensation” may include power-site values (id est, 
values “‘in the flow of the stream” as well as riparian values.) 

President Eisenhower’s message of June 8, 1956, vetoing Senate 
Joint Resolution 135, 84th Congress, states ‘‘General principles of 
constitutional law exclude power-site values in determining just com- 
pensation, as the Supreme Court recently reiterated in United States v. 
Twin City Power Co., January 23, 1956.” The Bureau of the Budget 
cites this message in its report on Senate Joint Resolution 12. 

The Twin City case (350 U. S. 222) was an appeal by the Federal 
Government from rulings of both the fourth and fifth circuit courts 
upholding condemnation awards. The lands that were the subject of 
the action were “‘fast lands,” lands above the high water line of the 
Savannah River, found by the Court to be a navigable stream. In- 
cluded in the proposed compensation awards were sums based on the 
value of the land as a site for hydroelectric power operations. 

In holding that the United States was not required to pay for such 
values, the majority opinion held: 

«“* * * the landowner here seeks a value in the flow of the stream 
{emphasis that of the Court], a value that inheres in the Government’s 
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servitude and one that under our decisions the Government can grant 
or withhold as it chooses’’ [emphasis supplied] (p. 225). 

The majority further quotes, at page 227, from the Appalachian 
case: 

“ ‘exclusion of riparian owners’ from the benefits of power in a 
navigable stream ‘without compensation is entirely within the Govern- 
ment’s discretion’.”’ |Emphasis added.] 

Thus, it is respectfully submitted that, in the case relied upon by 
the President, there is no rule of law enunciated under which power- 
site values may not be a part of “just compensation” ; rather, the mat- 
ter clearly is one within the discretion of the Congress or the Executive 
even in a case where there are no special considerations of law and 
equity. Furthermore, the decision concerned non-Indian lands in a 
stream adjudged nav igable. 

The Crow Tribe, by act of Congress, has vested property rights 
in ‘Gis site as a power ‘site. 

The 66th Congress, in the act of June 4, 1920, an act to provide 
for the allotment of lands to the Crow Tribe, provided in section 10 
as follows: 

“That any unallotted lands on the Crow Reservation chiefly valu- 
able for the development of waterpower shall be reserved from allot- 
ment or other disposition hereunder, for the benefit of the Crow Tribe 
of Indians” (41 Stat. 751, 754). 

It is submitted that this provision is a recognition of special property 
values in power sites within the Crow Reservation, and vests said 
values in the Crow Tribe. Hence, any taking of such vested property 
rights must be a subject of compensation. 

“Also as a general legal principle, the right of Indians to the special 
waterpower values on reservation lands was set forth by Hon. Harlan 
F. Stone, late Chief Justice of the Supreme Court, when he was 
Attorney General in President Coolidge’s Cabinet. The then Attor- 
ney General in an opinion written at the request of the President held: 

“Tf the extent of the Indian rights depended merely on definitions, 
or on deductions to be drawn from descriptive terms, there might be 
some question whether the right of ‘occupancy and use’ included any 
right to the hidden or latent resources of the land, such as minerals 
or potential waterpower [emphasis supplied], of which the Indians in 
their original state had no knowledge. As a practical matter, however, 
that question has been resolved in favor of the Indians by a uniform 
series of legislative and treaty provisions beginning many years ago 
and extending to the present time. * * * In all these instances 
Congress has sonia the right of the Indians to receive the full 
sales value of the land, including the value of the timber, the minerals, 
and all other elements of value [emphasis supplied] * * * (34 Op. 
Atty. Gen. 171, 178-179, May 12, 1924). 

More specifically with respect to the precise lands and power site in 
question, the Attorney General wrote in an opinion to the Secretary 
of the Interior: 

“Similar provisions have been made in many other cases for the 
sale of surplus tribal lands, all the proceeds of all elements of value 
togotothetribe. Ina recent act for further allotment of Crow Indian 
lands (41 Stat. 751), the minerals are reserved to the tribe instead of 
passing to the allottees (sec. 6); and moreover, unallotted lands chiefly 
valuable for the development of water power are reserved from allotment 
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‘for the benefit of the Crow Tribe of Indians’ (sec. 10) [emphasis supplied] 
(34 Op, Atty. Gen. 181, 189-190, May 27, 1924), 


* * * * * * * 


“In respect to legislation and treaties of this character, two views 
are possible. First, that the right of occupancy and use extends 
merely to the surface and the United States, in providing that the 
Indians shall ultimately receive the value of the hidden and latent 
resources, merely giving them its own property as an act of grace. 
Second, that the Indian possession extended to all elements of value 
in or connected with their lands, and the Government, in securing 
those values to the Indians, recognizes and confirms their preexisting 
right. If it were necessary here to decide as between these opposing 
views, I should incline strongly to the latter; mainly because Indian 
possession has always been recognized as complete and exclusive until 
terminated by conquest or treaty, or by the exercise of that plenary 
power of guardianship to dispose of tribal property of the Nation’s 
wards without their consent” (id, p. 191). 

3. That Indians constitute a special case is so well established in 
our law as to need no elaboration here. <A statement of this policy 
that appears particularly opposite in the instant case was enunciated 
in May 1953 by the Court of Claims, in the Sioux Tribe v. U. S. 
(125 Ct. Claims 439; 111 Fed. Sup. 766). The court said: 

“The argument (of the Government opposing an award) has force, 
and between equals dealing at arm’s length might be controlling 
* * * we think it was the guardian’s (i. e., the Government’s) duty 
to account to the ward for the land which the ward had lost and the 
guardian had gained * * *” 

Also, in Klamath Indians v. U. S. (296 U. S. 244) the Supreme 
Court in 1935 reiterated that the relationship between the Federal 
Government and the Indians resembled ‘‘those arising out of the 
relation of guardian and ward * * *” ‘The Court went on to rule: 

“The obligation of the United States to make good plaintifis’ loss 
is a morale one, calling for action by Congress in accordance with 
what is shall determine to be right” (p. 255). 

STEWART FRENCH, 
Committee Counsel, 





Exuisit C 
CONGRESSIONAL PRECEDENT FOR AWARD IN SENATE RESOLUTIONS 


The President, in his veto message on Senate Joint Resolution 135, 
84th Congress, stated: 

“According to my information, the acquisition by the United States 
of the land contemplated will not interfere with the tribal life, except 
as to a small area used for grazing, and will not displace any of the 
members of the tribe since the area is not inhabited and consists almost 
wholly of inaccessible land, largely of bare, precipitous canyon walls. 
Thus, the only justification for an additional sum over and above 
‘just compensation” arises from the value of the land as a power site. 
General principles of constitutional law exclude power-site values in 
determining ‘just compensation” as the Supreme Court recently 
reiterated in United States v. Twin City Power Co., January 23, 1956.” 
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The Congress has, in the past, made an award in excess of “just 
compensation” to an Indian tribe for its lands in connection with the 
construction of a dam, powerplant, and reservoir. Public Law 591, 
82d Congress, provided a payment of $458,000 to the Shoshone and 
Arapahoe Indians in Wyoming for the lands required for the Boysen 
Dam and Reservoir, Missouri River Basin project. In this instance, 
the lands acquired were used only for grazing, and the taking did not 
result in the dislocation of any tribal members. 

The appraised value of the land, some 25,000 acres, was $141,000; 
the justification for the additional sum arose from the value of the 
land as a power site according to the appraisers’ findings. 

The installed kilowatt capacity at Boysen Dam is 15,000, whereas 
the installed capacity at Yellowtail will be 200,000 kilowatts, or 13% 
times that at Boysen. Using the formula employed in arriving at the 
value of the power site at Boysen, the estimated share of special values 
to the United States of the Yellowtail project would exceed $4,250,000. 

Because one-third of the Yellowtail capacity is for peaking purposes, 
and consequently more valuable than Boysen power, the power share 
at Yellowtail would be increased to $5 million or more. Certainly the 
Crow Indians are entitled to the same treatment that Congress gave 
to the Shoshones and Arapahoes in paying for lands needed at the 
Boysen unit. 

In addition, the committee believes that recognition must be given 
to the fact that, under the provisions of the Crow Allotment Act of 
1920, the Yellowtail power site was reserved for tribal development. 
This was a clear recognition on the part of Congress of the value of 
the site, and the right of the Crow Tribe to provide for its ultimate 
disposition in the best interests of the tribal membership. 

The President’s veto message refers to the inability of the parties 
to the dispute to come to substantial agreement on the compensation 
to be paid for the tribal lands. The Crow Indians have agreed to the 
$5 million payment authorized in this resolution. The Department of 
the Interior now states it would not object to a $2,500,000 award (an 
increase of $1 million over the amount recommended in the past). 
The Congress has recommended a $5 million settlement. 

Thus, it appears the Department of the Interior is the only one of 
the parties that differs, since a substantial measure of agreement has 
been attained by the Crow Tribe and the Congress. The Crow 
Indians have agreed to transfer their right, title, and interest in the 
lands needed for the Yellowtail Dam and Reservoir for a payment 
that is, in the opinion of the committee, fair and equitable to the tirbe 
and to the United States. 





Exurpit D 


RESOLUTION MEETS PRESIDENT’S REQUIREMENTS 


In concluding his message of June 7, 1956, the President stated: 

“A statutory settlement of this kind of controversy might be 
acceptable if soundly and equitably premised and if it reflected a 
substantial measure of agreement between parties to the dispute. 
I regret that the extravagant nature of the award contemplated by 
Senate Joint Resolution 135 requires this action which may cause 
some additional delay in proceeding with the construction of the 
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Yellowtail unit. It is my hope that the Congress can approve a 
statutory settlement which will permit expeditious action to proceed 
with the construction of this much-needed project.”’ 

It is the committee’s considered view that the joint resolution, as 
amended, together with the legislative history and related facts, 
meets the President’s three requirements in the paragraph just quoted 
specifically in these respects: 

First: The statutory settlement is “soundly and equitably pre- 
sented” in that precedent and comparisons support the payment of 
$5 million to the Crow Indians. 

Second: The settlement of $5 million represents ‘‘a substantial 
measure of agreement between the Crow Indians, on the one hand, and 
the United States, as represented by the Congress, in connection with 
its enactment of Senate Joint Resolution 135 in the 84th Congress, 
now proposed to be reiterated in Senate Joint Resolution 12. 

The committee regrets that it is impelled to disagree with the 
President in his characterization of the $5 million as of an “‘extrav- 
agant nature.” 

Precedents that reflect recommendations or approval of executive 
or independent agencies in at least three incidents involving awards to 
Indians, confirm the committee’s view that the amount of $5 million 
in the Yellowtail-Crow Indian case is fair and equitable. The in- 
stances referred to, which are dealt with in more detail elsewhere in 
this report, relate to Boysen Dam, where an award was approved by 
the Congress on recommendation of the Department of the Interior. 


Kerr and Pelton Dam cases 

In the Kerr Dam and Pelton Dam cases, explained herein, recom- 
mendations of the Secretary of the Interior as guardian of the Indians 
as to lease payments on dam sites were written into private power 
licenses granted by the Federal Power Commission. Both Interior 
and the Kederal Power Commission are arms of the Government and 
the Government, including the Congress, is bound by their actions 
unless sound reason to the contrary is found. 

References to details of the Kerr Dam and Pelton Dam instances 
are set forth in detail on pages 9-12 of the printed hearings on Sen- 
ate Joint Resolution 12, February 6, 1957. A summary from pages 
10-11 of the hearings is as follows: 

On the basis of a tabulation attached to a letter of January 28, 1957, 
from the Federal Power Commission, the following analysis is made 
of comparisons of payments to Indian tribes in connection with Kerr 
Dam, Mont., and Pelton Dam, Oreg., with proposed payment in 
Senate Joint Resolution 12 to Crow Indian Tribe in connection with 
Yellowtail Dam, Mont. 

Kerr Dam on the Flathead River in western Montana has a capacity 
of 168,000 kilowatts, or 84 percent as great as the 200,000 kilowatts 
proposed for Yellowtail Dam. 

The annual payment by the Montana Power Co. on a minimum 
basis to the Flathead Indian Tribe in connection with Kerr Dam is 
$175,000—exclusive of the disputed higher amount claimed by the 
Flathead Indians. 

On this basis over a period of 50 years, the Flathead Indians will 
receive a total of $8,750,000 as compared with $5 million proposed to 
be paid the Crow Indians in connection with Yellowtail Dam, 
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The Flathead Indians are claiming additional payments as a result 
of the installation of a third generator at Kerr Dam. 

The basic payment in the Kerr Dam case was approved by the 
Secretary of the Interior and on his recommendation was incorporated 
in the license now held by the Montana Power Co. at Kerr Dam. 

On the basis of estimated output in kilowatt-hours of Kerr Dam 
as compared with Yellowtail, a comparison of the payments in the 
Federal Power Commission license for two generators shows that the 
Crow Indians would be entitled to a larger payment over the 50-year 
period of an FPC license. 

Senate Joint Resolution 12 proposes that title to the Yellowtail 
Dam site shall be transferred to the Federal Government. 

In the Kerr Dam case, the Federal Power Commission license pro- 
vides in effect for a 50-year license at the end of which the payment 
would be renegotiated. 

In the Pelton Dam case, the disparity is even greater between the 
Yellowtail Dam proposal and the payment to the Warm Springs In- 
dians recommended by the Secretary of the Interior and incorporated 
by the Federal Power Commission in the 50-year license for the Pelton 
Dam and powerplant on the Deschutes River in Oregon. 

The annual payment at Pelton Dam to the Warm Springs Indians 
is $90,000. This totals $4,500,000 for a 50-year period. 

The power capacity at Pelton Dam is only 108,000 kilowatts and 
the estimated annual output is only 375 million kilowatt-hours 
annually. 

On this basis a payment to the Crow Indians in connection with 
Yellowtail Dam of much greater than the $5 million proposed in 
Senate Joint Resolution 12 could be justified. 

As in the Kerr Dam case, title to the dam site remains in the name 
of the Indian tribe. 

Table I in the printed hearings shows that payments to Indians for 
right-of-way at Kerr Dam and Pelton Dam are substantially higher 
than the payments proposed for Yellowtail Dam when compared on 
the basis of kilowatt installed capacity, or on the basis of kilowatt- 
hours average annual output. 

Table II in the hearings, shows that in order to be comparable 
with payments to Indians for Kerr Dam or for Pelton Dam, the 
payment for Yellowtail Dam would have to be at least $5,726,000, and 
might be as high as $13 million. 





Exuisit E 
FUNDS AVAILABLE WITHOUT ADDITIONAL APPROPRIATIONS 


Senate Joint Resolution 12 provides that “from funds appropriated 
for the Missouri River Basin project, there shall be transferred to the 
credit of the Crow Tribe of Indians, the sum of $5,000,000.” 

The committee is informed that the transfer of the $5 million can 
be achieved without the appropriation of additional funds from the 
Treasury for this specific purpose. Information before the House 
Appropriations Committee on the status of unobligated or carryover 
funds for the Missouri River Basin project shows that as of June 30, 
1957, there would be unobligated of Missouri River Basin appropria- 
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tions in excess of $5 million to $6.5 million or more than sufficient to 
permit the transfer of the required amount to the credit of the Crow 
Tribe without an additional appropriation for this purpose. 

Under these circumstances, the $5 million will add no burden on the 
1958 appropriations for the Reclamation-Interior section of the public 
works appropriation bill now under consideration. 

In this connection, the committee brings to the attention of the 
Senate that the Congress, on its motion, provided $4 million to initiate 
construction of Yellowtail Dam in the 1956 Appropriation Act. For 
fiscal year 1957, the President in his budget estimate recommended 
$10,850,000 to continue the construction. This latter amount, how- 
ever, was eliminated by the Congress in the light of the President’s 
disapproval of the $5 million payment proposed in Senate Joint Reso- 
lution 135, pending agreement on the right-of-way payment to the 
Crow Indians. 

The repeatedly expressed desires of the executive and legislative 
branches to get Yellowtail Dam under construction leads the com- 
mittee to emphasize its recommendation that the settlement of the 
right-of-way problems as proposed in Senate Joint Resolution 12 
paves the way for a just, fair, legal and equitable adjustment of the 
differing views. 


~ 


Exuisit F 
REPAYMENT OF COSTS 


The entire Government investment in Yellowtail Dam, powerplant, 
and reservoir allocated to commercial power facilities are to be repaid 
in 50 years with interest, as shown by the following tabulation sub- 
mitted to the committee at a hearing on March 23, 1955 (p. 20). 


RI ec oe 8 aie ie Sonar amanes $26, 552, 000 
a ee ings oan oc who rio to ae 67, 203, 000 
DUNNER, Stat eae ee AO bs acsiteebaewacnaad 4, 241, 000 
I te ee. it 8 ee Lo sede eace a ekedas 500, 000 

I ee en, te ee am ieee ells Sminsiae 98, 496, 000 
Power allocation, Yellowtail unit..................-...-...---. | 6 7, 203, 000 
nen CEDURE 8d oes 525 Oct os isis cebu lding a 24, 494, 000 

IR rh te hh eS inane iee oan 91, 697, 000 


1 Includes $2,775,000 capital costs of Hardin pumping, a unit of the project, which would not have been 
required under a gravity-diversion means of irrigation, and which are not a part of the Yellowtail unit cost 
estimate. 

2 Cost of facilities only. 


At the same hearing the following financial-feasibility tabulation 
was presented by the Bureau of Reclamation covering a 58-year 
projected operation of the Yellowtail Dam powerplant: 
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Financial-feasibility summary 


REE POVEING 5 60s cn nccudincpuudeiiweknese dace haneeouse $207, 860, 220 
Revenue deductions: 

Operation and maintenance_.......-.....---- $30, 787, 660 
Replacement reserve... 22... 2. sce ede esac 25, 075, 575 

Subtotal, Cecwowone. « ... 2s ccuceseeecees elaine 55, 863, 235 

Net Operating TOVOnUS...065. di cced kestieedynanabatikdwald 151, 996, 985 
Commercial power investment_...........-------- $68, 773, 000 
ares SI BRS ei Me Ae 46, 036, 775 

PI niithpnnnetwin rathcent nh +emenevseeiiaee 114, 809, 775 
Net surplus in 50 years after meeting requirement of repay- 

ment of commercial power investment___.___._..---_-- 37, 187, 210 
Interest-free investment in Yellowtail unit (suballocation of 

poyer este ta Istigniiod).. ....<scnces po nenydontienesenconene 22, 924, 000 
Net surplus in 50 years after meeting requirements for 

repayment of total power investment__........-.----. 14, 263, 210 

Jnterest charges eolloeted ci gcae acd. dalociddwed cdswendhionds 46, 036, 775 


Testimony of the Commissioner of Reclamation at the hearing on 
Senate Joint Resolution 12 on February 6, 1957, was to the effect 
that changes upward or downward in the cost estimates balanced and 
that the 1955 figures were substantially in accord with current esti- 
mates. Subsequent to 1955 hearings, the Federal Power Commission 
affirmed the marketability of the prospective output of Yellowtail 
Dam powerplant, thus confirming the feasibility of the development. 

This information is submitted for the purpose of presenting again 
to the Senate a complete disclosure with respect to the financial 
feasibility of the Yellowtail Dam development. 

The estimated net surplus of more than $14 million in 50 years of 
operation is more than adequate to absorb the entire additional right- 
of-way costs involved in the award contemplated by Senate Joint 
Resolution 12. Presumably, the original estimates contemplated a 
payment of $1,500,000 as compared with the $5 million figure in the 
pending resolution. Under this calculation, there will be sufficient 
revenues to absorb the additional right-of-way payment to the Crow 
Indians and leave a surplus in excess of $10 million after the 50-year 
operating period. 

oor United States will retain full ownership of the dam and power- 
plant. 

The power consumers of the Montana-Wyoming area and elsewhere 
on the Missouri River Basin power system will repay the construction 
and operating costs of the power facilities to the United States with 
the current rate of interest obtaining at the time on the unpaid 
investment. 





Exuisirt G 
DEPARTMENTAL AND AGENCY COMMENTS 


Comments of the Bureau of the Budget and Department of the 
Interior on Senate Joint Resolution 12 and of the Federal Power 
Commission on lease payments to Indian tribes in connection with 
rights-of-way at licensed hydroelectric projects are as follows: 
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BureAv oF THE BupGer 


Executive Orrick OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 5, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Wash ington, oe 

My Dear Mr. Curarrman: This is in reply to your letter of 
January 14, 1957, requesting the comments of the Bureau of the 
sudget with respect to Senate Joint Resolution 12, to provide for 
transfer of right-of-way for Yellowtail Dam and Reservoir, Hardin 
unit, Missouri River Basin project, and payment to Crow Indian 
Tribe in connection therewith, and for other purposes 

The resolution provides for payment of $5 million to the Crow 
Tribe for the transfer of right-of-way for the Yellowts il unit and is 
similar in that respect to Senate Joint Resolution 135, 84th Congress, 
from which the President withheld his approval for the reasons set 
forth in a message to the Senate dated June 7, 1956. The essence of 
that message is contained in the preamble to Senate Joint Resolution 
12, together with a statement of various circumstances bearing on 
the amount of the proposed payment. 

One of the points cited in the preamble is the reduction over the 
years in the size of the Crow Indian Reservation “without just com- 
pensation” to about 5 percent of its original area. We understand 
that the Indian Claims Commission is now considering on its own 
merits the claim of the Crow Tribe relating to this matter, and it 
would therefore appear to be improper to include the reduction in 
area Of tribal lands as partial justification for the payment here in 
question. 

The preamble also cites awards to the Flathead Indians and Warm 
Spring Indians in connection with power sites where special values 
and justifiable consideration were essential factors, and which in 50 
years yield proportionately more than the proposed payment to the 
Crow Tribe. The comparison is not a sound one because these 
awards were negotiated under the Federal Power Act, which is not 
applicable to Government use of navigable rivers but applies only to 
licensees under that act. 

It is noted that the Department of the Interior has instituted con- 
demnation proceedings against the tribal lands on the Yellowtail 
right-of-way in the Federal Courts. The committee may wish to 
consider deferring action on Senate Joint Resolution 12 until the courts 
have determined the amount of just compensation in order that the 
basis for any additional payment for special values may be clearly 
established. 

On the basis of information now available and without further 
demonstration of the special values to the cae States cited in the 
pres amble, the Bureau of the Budget is unable to agree that payment to 
the Crow Indian Tribe for the right-of-way annie discussion should 
exceed $1.5 million, the amount proposed some time ago by the Depart- 
ment of the Interior. Therefore, we are not in a position at this time 
to recommend enactment of Senate Joint Resolution 12. 

Sincerely yours, 


Rosert E. Merriam, 
Assistant Director. 
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DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTSRIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 29, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Drar SENATOR Murray: You have requested an expression of the 
views of this Department on Senate Joint Resolution 12, a measure 
to provide for transfer of right-of-way for Yellowtail Dam and Reser- 
voir, Hardin unit, Missouri River Basin project, and payment to Crow 
Indian Tribe in connection therewith, and for other purposes. 

If enacted, Senate Joint Resolution 12 would provide for transfer of 
$5 million to the credit of the Crow Tribe and for the transfer to 
the United States of such right, title, and interest as the tribe may 
have in and to certain lands which are to be used for construction of 
Yellowtail Dam and Reservoir, excepting therefrom certain mineral 
and other rights. 

For the reasons hereafter stated, while this Department recom- 
mends that Senate Joint Resolution 12 be not enacted with a $5 
million figure in it, it would not object to enactment if this figure were 
reduced to $2,500,000 or less. 

When we reported to your committee on February 27, 1956, on 
Senate Joint Resolution 135, 84th Congress, a somewhat similar 
measure, we recommended that the sum to be transferred to the credit 
of the tribe be fixed at $1,500,000. The Congress adopted $5 million 
as the figure, and the President vetoed the measure (S. Doc. No. 128, 
84th Cong.). His reasons for doing so were that the joint resolution 
confused the concept of “just compensation” or “fair market value,” 
in terms of which the joint resolution was then written, by including 
power site value; that there was lacking, either in the joint resolution 
itself or in its legislative history, any equitable justification for pay- 
ment of the proposed amount; and that the amount to be paid the 
tribe was “extravagant.” 

Senate Joint Resolution 12 attempts to overcome the first of these 
objections by specifying that the sum proposed to be paid “includes 
both just compensation for the transfer to the United States * * * 
of the right, title, and interest of the Crow Tribe in and to the tribal 
lands described in section 2 of this resolution and a share of the special 
value to the United States of said lands for utilization in connection 
with its authorized Missouri River Basin project * * * .” While 
this sucessfully separates the ‘just compensation” element from other 
factors and thus overcomes one of the stated objections of the Presi- 
dent, it does not touch the measurement of “special value.”’ 

Its attempt to meet the other two objections of the President is, 
we believe, unsuccessful. As spelled out in the preamble to the joint 
resolution, the specific justifiable considerations relied on for a 
$5 million payment are the reduction in the size of the Crow reserva- 
tion by acts of Congress over the last hundred-odd years and the 
approval in two other cases of agreements between Indian tribes and 
private power companies which “yield proportionately more than 
proposed in this resolution * * *,” 

It is true that the reservation as established by the Treaty of Fort 
Laramie, September 17, 1851, has been severely reduced since that 





28 RIGHT-OF-WAY FOR YELLOWTAIL DAM AND RESERVOIR 


time. The bulk of the reduction—about 77 percent of the original 
reservation—took place under the treaty of May 7, 1868. Another 
17 percent was the consequence of agreements ratified in the acts of 
April 11, 1882, March 3, 1891, and April 27, 1904. And, since the 
last of these acts, the tribal lands have been still further reduced by 
sales, by termination of restrictions on allotments, and by elimination 
of lands under the act of August 31, 1937. At present, the area of 
the reservation under the jurisdiction of the Government embraces 
about 1,730,000 acres, as compared with the approximately 38,530,000 
acres which it had to begin with. 

This Department cannot subscribe to mixing compensation for 
reduction of the reservation, assuming that any is due, with com- 
pensation for a proposed acquisition of lands for a Government dam, 
reservoir, and powerplant. ‘The problems involved in the two should 
be studied and dealt with separately. In view of the numerous other 
reductions in the area of Indian reservations throughout the United 
States that have taken place over the years, the precedent-making 
character of this ground for the award of $5 million or any part of 
that amount has tremendous potentialities which cannot be over- 
looked and that argue against it. In addition, the Crow Tribe now 
has pending before the Indian Claims Commission, I am advised, a 
claim for the principal sum of $29,530,764 based upon the diminution 
of the reservation effected by the treaty of 1868. In establishing the 
Indian Claims Commission, the Congress provided an orderly method 
of handling such claims as those on which the propsoed $5 million is 
at least partially based. We recommend, therefore, that the portion 
of the preamble reciting the reduction in the reservation be deleted 
from the resolution. 

The other “justifiable consideration” mentioned in the preamble to 
Senate Joint Resolution 12 is the payments being made or proposed to 
be made to the Flathead Indians in western Montana and to the Warm 
Springs Indians in Oregon by licensees of the Federal Power Com- 
mission. These cases do not support a payment of $5 million to the 
Crow Tribe. The fact, if it be a fact, that these payments ‘“‘yield 
proportionately more [to the tribes concerned] than proposed in this 
resolution” (page 4, lines 9-10) is, of course, no measure of “‘the share 
of the special value to the United States of said lands for utilization 
in connection with its authorized Missouri River Basin project’ 
(page 5, lines 1-2). 

Since, however, our comments on the Kerr and Pelton cases have 
been specifically requested, we submit them in the following para- 
graphs. 

In the Kerr Dam case, negotiations with the Commissioner of 
Indian Affairs were initiated in 1926 by the Rocky Mountain Power 
Co. for the construction of a hydro-generating plant at the Newell 
site on the Flathead River within the Flathead Indian Reservation. 
The act of March 7, 1926 (45 Stat. 200, 212) among other things, 
authorized the Federal Power Commission, in accordance with the 
Federal Power Act, upon terms satisfactory to the Secretary of the 
Interior, to issue permits or licenses for the development of power 
sites on the Flathead Reservation and for the use of water rights 
reserved or appropriated for irrigation projects on the reservation. 
License No. 5 dated May 23, 1930, under which the Kerr dam was 
constructed was issued to the Rocky Mountain Power Co. The 
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license was subsequently transferred to the Montana Power Co. The 
license also authorized the company to regulate Flathead Lake be- 
tween elevations 2,883 and 2,893 mean sea level as a storage reservoir. 
Approximately one-half of the shoreline of Flathead Lake is within 
the Indian reservation. 

Two generating units, each of 56,000 kilowatts capacity, were in- 
stalled. The first unit went into service in 1939, the second in 1949. 
Payments to the Indian tribes are stipulated in article 30 (D) of the 
license as amended, which provides that the annual charges may be 
adjusted at the end of 20 years after the beginning of operations under 
the license and at periods of not less than 10 years thereafter by mutual 
agreement between the Commissioner and the licensee with the ap- 
proval of the Secretary of the Interior. A total of $2,872,379 was 
paid to the Indian tribes through 1954. An annual payment of 
$175,000 per year was stipulated for the period 1954 to 1959. In the 
event the annual payment of $175,000 is not readjusted, the payments 
to the tribes for the 50-year period of the license will total $7,247,380 
and the average uniell panes will be $145,000. The license also 
requires that certain quantities of energy be made available to the 
Flathead irrigation project at preferential rates. These are of benefit 
both to the tribe and to white irrigators. 

A third unit of 56,000 kilowatts was installed and placed in opera- 
tion in December of 1954 by the power company. Proper payment 
for this unit is a matter of controversy between the company and the 
tribes and is now before the United States District Court for the 
District of Montana. 

The Pelton Dam case involves a license granted to the Portland 
General Electric Co., dated March 23, 1956, by the Federal Power 
Commission for a hydroelectric dam on the Deschutes River. This 
river forms a portion of the east boundary of the reservation, and 
half of the structure will be located on the Indian reservation. The 
Pelton project also includes a low reregulating dam about 2% miles 
below the Pelton Dam proper. A total installation at Pelton of ap- 
proximately 108,000 kilowatts is contemplated. When the Pelton 
project is completed and has begun to generate electricity, the com- 

any, under terms of agreement with the Indians approved by the 

ecretary of the Interior, will pay to the Indians the sum of $4,320 
per month, or 4 cents for each kilowatt of installed capacity based on 
the total nameplate rating of 108,000 kilowatts. In addition, the 
company will pay monthly one-tenth of 1 mill per kilowatt-hour pro- 
duced at Pelton. The Warm Springs Indians will thus receive annual 
payments ranging from $84,340 to $89,340. 

n addition to the above payments, the agreement provides that the 
Warm Springs Indians shall have a prior right to purchase up to 4,000 
kilowatts of power developed at Pelton Dam, and the exclusive right to 
install, operate, and maintain at their own expense 1 or 2 generating 
units at the reregulating dam. The contract provides that the com- 
pany will pay 5 cents per acre per month for any and all tribal lands 
used. The company is also required to construct a gated outlet below 
the reregulating dam capable of releasing 10 cubic feet per second for 
the irrigation of Indian lands below the reregulating dam. 

The agreement between the company and the Warm Springs Tribe 
also covers the construction of a dam, known as the Round Butte 
project, located about 8 miles north of the Pelton Dam on the Des- 
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chutes River below the confluence of the Metolius and the Crooked 
Rivers. The height of the dam and the capacity of the generating 
plant have not yet been determined. Payment to the Indians would 
be essentially on the same basis as for the Pelton Dam. A license for 
the Round Butte project has not yet been issued to the company. 

The problem of finding a sointion that is fair to both sides in the 
present case; that is, to the Government as the developer of the 
Missouri River Basin project and to the Government as trustee for 
the Indians, is a difficult one that has faced us for well on to a decade. 
It is not one that—assuming, for the sake of the argument, that power- 
site value can properly be considered legislatively where it would not 
be considered judicially—can be resolved by multiplying the pro- 
posed number of kilowatts of installed capacity at Yellowtail by a 
factor derived by dividing the 50-year payments to, say, the Warm 
Springs Indians ‘by the number of kilowatts installed at their site, 
Nor is it one that can be arrived at by any similar process which sub- 
stitutes acres taken or kilowatt-hours generated for installed capacity. 
For power-site value, if it is to be brought into the picture, is an 
economic concept that must have its basis in the net earning capacity 
of the proposed installation. 

Not only must we bear in mind the “power-site ‘alue” is some- 
thing which is outside the euaieaeel phrase ‘‘just compensation” 
in the circumstances of the Yellowtail case, but we have also to re- 
member that when power site value is properly open to consideration 
it is asa part of market value, and the latter is not the value of the 
site to any particular taker—for example, the Government—-but its 
value on the market. Finally, we must remember that the Yellowtail 
site as a power site is valueless to anyone except the Government. 

The last point just made is of particular importance. Its meaning, 
put simply, is this: If Yellowtail were developed otherwise than as a 
unit of the Missouri River Basin project, it would probably have an 
installed capacity of 130,000 kilowatts. (Our proposed installation of 
200,000 kilowatts includes 70,000 of peaking capacity.) The kilo- 
watt-hour cost of producing and deliv ering energy from such a plant, 
estimated as shown on the attached table, would be somewhat over 
14 mills. This is an uneconomically high price. If 200,000 kilowatts 
were installed under private development, the cost of producing and 
transmitting the output would be still higher; namely, about 16 mills. 

It is, therefore, only a matter of academic curiosity to apply the 
Peldon Dam formula of 48 cents per yea: for each kilowatt of installed 
capacity and one-tenth of 1 mull for each kilowatt-hour of energy 
generated to the Yellowtail site and to estimate a payment to the 
Crow Tribe on that basis. The bare arithmetic of such a formula, 
however, produces an annual payment of $144,200 (the capitalized 
value of which is $3,710,000) in the case of a 130,000-kilowatt plant, 
or $177,800 (the capitalized value of which is $4,575,000) in the case 
of a 200,000-kilowatt plant. Similar computations, based on the Kerr 
payments, cannot be made, since they are not directly related to ca- 
pacity or output. In addition, as the Federal Power Commission has 
reported to you, “Such values of power as may have been considered 
in arriving at the rental for tribal lands for the Kerr project No. 5 in 
1930 are of little, if any, use under present-day conditions.” 

Consideration has been given by this Department to a report, 
dated July 5, 1955, prepared by Mr. Barry Dibble and relied on by 
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the Crow Tribe as support for the $5 million figure. The computa- 
tions in the Dibble report are not related to power value of the site 
and do not recognize the fact that the Crow Indian Tribe is not the 
sole owner of all lands required for the reservoir. In fact, it is not 
clear what relationship the amount of $5 million bears to the compu- 
tations in the report. ‘The computations are in reality a payout study 
of the Yellowtail site based on the assumption that the Bureau of 
Reclamation would build and operate the project in accordance with 
a number of assumptions and estimates of cost arrived at by Mr. 
Dibble. Under the conditions assumed, the report indicates that ‘if 
the assumptions are correct, the undertaking will pay itself out in the 
59th year.” The author of the report further states: “I believe that 
the indic ‘ated rental of $150,000 per year for the Yellowtail site and 
reservation lands to be used for the reservoir, would be fair and reason- 
able compensation to Crow Tribe for the use of their property.” 
After studying the report we have reached the following conclusions: 

(a) The report does not develop the Yellowtail power-site 
value on a sound basis in accordance with well-established 
methods. 

(6) The conclusion of the report that a $5 million power-site 

value exists is not justified by the text and supporting data of 
the report and apparently was arrived at in some manner un- 
related to the material and presentation which preceded it. 

(c) The report takes full advantage of the Federal multipurpose 
development principle but fails appropriately to credit all multi- 
purpose functions and uses and, instead, claims all the benefits 
of such development for the Crow Tribe. 

(d) The report contains basic data on costs and employs 
revenue estimates which influence repayment ability as de- 
veloped, which m turn is the determinant of site value. Some 
of these estimates are inaccurate and inconsistent with assump- 
tions made elsewhere in the report. 

For the above reasons and because the report fails to recognize the 
factual infeasibility of private development, it is our belief that it 
cannot be taken as support for the claimed figure. 

The approach that is reflected in the $1,500,0C0 which we recom- 
mended to your committee last year was based on the earning capacity 
of the proposed Yellowtail installation. (This estimate has been re- 
studied in the light of cost experience since the time we last reported 
to your committee and the restudy concludes with substantially the 
same figure.) ‘This figure was derived from and is supported by 
two appraisals —one made by engineers for the Bureau of Reclamation, 
the other by engineers for the Bureau of Indian Affairs—that took 
into account not only the entire estimated net earnings of the Yellow- 
tail plant as compared with an alternative steamplant but, of course, 
the marketability of the power and the price at which it will be sold. 
It also took into account that Yellowtail Dam, reservoir, and power- 
plant are not being constructed by the Government as a commercial 
enterprise but that they are part of a plan which will, at Government 
expense, benefit a very large area and furnish protection by way of 
flood control both to the Indian reservation and to other lands. Fin- 
ally, it took into account the fact that only a portion of the reservoir 
lands are in tribal ow nership, the remainder being public lands, State 
and county lands, and allotted lands, and that the value cannot, 
therefore be attributed solely to the tribal lands. 
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The fact that only about 20 percent of the required lands are in 
tribal ownership but that about one-third of the special value of the 
entire site to the Government for its installation was attributed to 
them is indicative that $1,500,000 would be not only a fair but a 
generous payment. This conclusion is many times reinforced when 
it is recognized that, exclusive of its use by the Government, the 
tribal land is probably worth less than $50,000. But while we could 
not recommend that more than $1,500,000 be allowed to the tribe, we 
are not wedded to the figure as one that is inescapable and, as has 
been indicated above, would not object if the Congress should see fit 
to insert a figure of not more than $2,500,000 both as just compensa- 
tion for the lands taken and as the “share of the special value to the 
United States of said lands’’ which the joint resolution speaks of. 
Two million five hundred thousand dollars will give to the tribe 
somewhat more than 50 percent of this ‘‘special value.” 

The above recital, I believe, is persuasive of the desirability of 
nonenactment of the joint resolution in its present form at this time. 
There is another factor in the situation which we must also point out 
to you. Since the last time we reported to you, the Government’s 
action to acquire the tribal lands by condemnation has proceeded. 
The trial court has heard argument and has ruled in favor of the power 
of the Government to condemn. The case is now being prepared for 
trial on the issue of compensation which, under the trial court’s ruling, 
is the only issue left to be tried. Thus there can be, relatively soon, 
a judicial determination of the value of the site, including a judicial 
determination of whether the Indians are entitled to power site value 
and, if so, what it is. In short, it is unlikely that construction of the 
Yellowtail undertaking will be long delayed even if the Congress should 
fail to enact Senate Joint Resolution 12 or some similar measure. 

Your attention is invited to two typographical errors. The first 
occurs on page 7, line 9, where “4,711.6” should be “4,771.6”; the 
second on page 8, line 4, where “3,765” should be “3,675.” 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 


Frep G. AANDARL, 
Assistant Secretary of the Interior. 
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Single-purpose hydro development by private utility, Yellowtail Dam site 
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FEDERAL POWER COMMISSION 


FrperaAL Power Commission, 
Washington, January 28, 1957. 


Re projects Nos. 5 and 2030, and Yellowtail project. 


Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 


United States Senate, Washington, D. C. 


Drar Mr. Cuarrman: This is in response to your letter dated 
January 14, 1957, requesting information relative to the license 
requirements and annual charges in connection with the use or lease 
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of Indian lands in connection with licensed projects, particularly 
projects Nos. 5 and 2030, the Kerr and Pelton projects owned by the 
Montana Power Co. and the Portland General Electric Co., respec- 
tively. This information is to be used in connection with your 
consideration of Senate Joint Resolution 12, relating to the Yellowtail 
project. 

The Commission issued a license for the Kerr project No. 5 on 
May 23, 1930, after consideration of the matter of payment to the 
Flathead Indians for the use of tribal lands, and incorporated a 
payment schedule in the license as article 30. Article 30 was subse- 
quently amended by amendment No. 2 of the license. Other con- 
siderations were involved such as provisions for pumping water from 
the lake for irrigation purposes, power for pumping water, and power 
for agriculture and resale purposes. ‘The articles in the license which 
deal with compensation to the Indians, =e monetary or otherwise, 
are articles 6, 18, 22, 23, 26, 27, 28, 30, 43, and 44. Copies of the 
original license together ‘with amendments 2, 7, 9, 10, and 11 are 
enclosed for your information. 

The payment schedule which is included as article 30 in the license 
for project No. 5 does not have a formula as the basis for payment. 
A memorandum was prepared by the Bureau of Indian Affairs on 
the subject of payment to the Flathead Indians which has been printed 
as Senate Document No. 153, 71st Congress, 2d session. Although 
three separate payment schedules are discussed in this document, 
the payment schedule in the license is the result of an agreement 
between the Indians and Rocky Mountain Power Co. approved by 
the Secretary of the Interior, (See p. 52 of Senate Document No. 
153.) 

The license for the Pelton project, No. 2030, provides that the 
licensee shall compensate the Warm Springs Indians in accordance 
with the provisions of an agreement dated December 22, 1955, between 
the licensee and the Warm Springs Indians which is referred to in the 
license by order issued March 23, 1956, as amendment No. 1. One 
copy each of the Commission’s Opinion No. 222 and order issuing 
license for project No. 2030 er December 21, 1951, the Com- 
mission’s order issued March 23, 1956, and the agreement between 
the licensee and the Warm oo Indians dated December 22, 1955, 
and explanation thereof, are enclosed for your information. 

A tabulation showing, to the extent available, data on the installed 
capacity, average annual output in kilowatt-hours, types of lands 
included in the project, annual charge for tribal lands, and estimated 
payment for the 50-year license period, for the Kerr and Pelton 
projects is also enclosed. Certain information for the Yellowtail 
project is also shown. The footnotes to the table will afford some 
explanation for the data given. 

Regarding power values, finding (10) on page 5 of the Commission’s 
Opinion No. 222 for the Pelton project No. 2030 gives power values 
at the load center of the potential market for the Pelton project. 
However, this value is not necessarily applicable to other projects. 

Such values of power as may have been considered in arriving at 
the rental for tribal lands for the Kerr project No. 5 in 1930 are of 
little, if any, use under present-day conditions. 

We shall be glad to be of any further assistance to you. 

Sincerely yours, 


Chairman. 
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Data on Kerr, Pelton and Yellowtail projects 











Item Kerr Pelton Yellowtail 
Statistics: 

Installed capacity, kilowatts (actual or proposed)-........- 168, 000 108, 000 1 200, 000 
Number of units ipetadenhhbaemeaails 23 33 4 
Average output, millions of kilowatt-hours 41,030 375 818 

Lands in project, acres (exclusive of transmission line 
right-of-way) seasnyetacinneeegean ‘ - 510, 295.7 (6) 30, 857 
Indian tribal lands : GUase Bnmecteistedinticane 6, 997 

Lands in Indian reservation patented with power 
reservation to United States...................-...-. 1, 555.3 (6) lalla techehaorerds 

Private lands in reservation..........................- 2 BNE Bidinenstinntideieetialicaliatisienes 

Private lands outside reservation ___...............-.- ¢ 3) 10, 770 
United States lands outside reservation.............-- TD Weeedmimbiiiania 10, 604 
State lands dnersenadnamethinecvesioamediel 2. 486 


Annual charges (exclusive of transmission line right-of-way 
and charges for other United States land): 


For Indian tribal lands... i 5b abhich hie ne laidiit settee haat 7 $175, 000 a ae 
Basis of charge ss ltt ili cl ict cs el ine Mian Unknown -)...  Eiteweaanbanbes 
Administration of pt. I of Federal Power Act___.....----- 1” None OT TE Oe Socirotnsnesean 
Other considerations to Indians (see license or agreement). Yes FOO Eivcatcsvessiee 
Total estimated payment for 50-year period of license, 
TIT GI GI ois ncicclcwiincrtcaedeueddcbhankeseee $7, 377, 000 UR Gs Ge Btntscdasnmasen 





1 Basic data obtained from report on Yellowtail unit by U. S. Bureau of Reclamation dated March 1955, 

2 Initial operating dates of units; No. 1, May 20, 1939; No. 2, June 1, 1949; and No. 3, Nov. 21, 1954. 

3 Estimated completicn date, Apr. 1, 1958. 

4 Based on 3 units, 2 units 112,000-kilowatt average output 830 million kilowatt-hours. 

5 Lands between elevation 2,882 and project boundary, normally elevation 2,893 and exclusive of natural 
lake area 120,000 acres, about half of which is in Indian reservation. 

6 The project boundary for the Pelton project as shown on the map approved in the license (FPC No. 
2030-12) is tentative and encloses more land (about 4,660 acres) than will be required for the project. About 
1,428 acres of tribal lands are within this boundary. ‘The license requires the licensee to submit revised maps 
which has not been done as yet. ‘The tribal lands authorized to be occupied by the dams, powerplant and 
reservoirs by the agreement of Dec. 22, 1955, between the licensee and the Warm Spring Indians are not 
specifically defined in area but are considerably less than the 1,428 acres now within the project boundary. 

7 See amendment No. 2 of license, art. 30. Also subject to revision in 1959. Flathead Indians claim that 
this compensation is for 2 units only and have requested additional compensation for 3d unit, which request 
has not been acted upon. 

8 Estimate based on installation and average output. 

* Agreement dated Dec. 22, 1955. Monthly charge of 4 cents per kilowatt installed plus Mo of 1 mill per 
kilowatt-hour of energy generated after project is in operation. $500 per month before operation, 

10 Administrative charge waived by act of Mar. 4, 1929, amending act of Mar. 7, 1928. 

1! Average. 

12 Based on $500 per month from Dec. 1, 1955, to Mar. 31, 1958, and $90,000 per year thereafter to 


Dec. 31, 2001. 











Calendar No. 218 


85TH CoNGRESS SENATE { Reporr 
1st Session 0. 217 


LOANS TO DESERT-LAND ENTRYMEN 





Aprit 8, 1957.—Ordered to be printed 





Mr. Hoxtanp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 1002] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1002) to enable the Secretary of Agriculure to extend 
financial assistance to desert-land entrymen to the same extent as 
such assistance is available to homestead entrymen, having con- 
sidered the same, report thereon with a recommendation that it do 
pass without amendment. 

S. 1002 is identical to S. 1472 as it passed the Senate in 1955. It 
would authorize the Secretary of Agriculure to make loans under the 
Bankhead-Jones Farm Tenant Act and the Water Facilities Act to 
persons who are acquiring farms by means of desert-land entries. 
Such persons do not have clear title to these lands and under the pres- 
ent regulations are unable to give adequate security for such loans. 
The bill would permit the Secretary to obtain a valid mortgage on 
entered desert land prior to the issuance of a patent to the desert-land 
entryman, thereby extending financial assistance to these farmers 
to the same extent as such assistance is available to homestead 
entrymen. 

The report of the Department of Agriculture favoring enactment 
of the bill is attached hereto as a part of this report. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 7, 1957. 
Hon. Aten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator En.enver: This is in reply to your request of 
February 4 for a report on S. 1002, a bill to enable the Secretary of 
Agriculture to extend financial assistance to desert-land entrymen 
to the same extent as such assistance is available to homestead 
entrymen, 
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This Department recommends favorable consideration of the bill. 

This bill would amend Public Law 361, 81st Congress, to authorize 
the Secretary of Agriculture to make loans under the Bankhead-Jones 
Farm Tenant Act. as amended, and the act of August 28, 1937, as 
amended, known as the W ater Facilities Act, to persons who are 
acquiring farms by means of desert-land entries to the same extent 
as loans are made to homestead entrymen under these statutes. 

Public land is being made available in Western States for entry 
under the desert-land laws where water supplies may be developed for 
irrigation. Persons who are making desert-land entries do not secure 
patents to the land until they have spent certain specified sums for 
land clearing and installing irrigation works serving the land entered, 
as required by desert- land laws. The failure of an entryman to 
comply with desert-land requirements is cause for the entry to be 
canceled by the Secretary of the Interior. Until the land is patented 
to the entryman, a mortgage on such land has practically no value as 
security for a loan that can be made under existing authorities. 

Many of the entrymen apply to the Farmers’ Home Administration 
for credit to install irrigation facilities and otherwise to develop and 
improve their farms. The Farmers’ Home Administration has not 
been able to serve any of these applicants under the farm ownership 
program and has made soil and water conservation loans to a limited 
number of those who were able to give mortgages on property other 
than their desert entry. 

This bill, if enacted, would permit the Secretary of Agriculture to 
obtain a valid mortgage on entered desert-land prior to the issuance 
of a patent to the desert-land entryman, thereby permitting the 
Department of Agriculture to extend financial assistance to more of 
these entrymen. 

This bill would not require any additional appropriation at this 
time. Available direct and insured loan funds would be adequate to 
permit loans to be made under the amendment, and the administrative 
expense funds would absorb the cost of making, insuring, and servicing 
such loans. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


An Act To ENABLE THE SecreTARY oF AGRICULTURE To EXTEND 
Frnancrau AssisTANcE TO HomestEAD ENTRYMEN, AND FOR OTHER 
Purposes, APPROVED OcTOBER 19, 1949 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Agri- 
culture is authorized to make a loan or loans for any purpose author- 
ized by and in accordance with the terms of the Bankhead-Jones Farm 
Tenant Act, as amended, or the Act of August 28, 1937, as amended, 
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to any person eligible for assistance under said Acts who has made or 
makes a homestead or desert-land entry on public land or who has 
contracted for or contracts for the purchase of other land of the 
United States in a reclamation project pursuant to the applicable 
provisions of the homestead, desert-land, and reclamation laws. Any 
such loans required by the Secretary of Agriculture or by law to be 
secured by a real-estate mortgage may be secured by a mortgage 
contract which shall create a lien against the land in favor of the 
United States acting through the Secretary of Agriculture and any 
patent thereafter issued shall recite the existence of such lien. The 
first installment for the repayment of any such loan or any other loan 
made under the Bankhead-Jones Farm Tenant Act, as amended, or 
the Act of August 28, 1937, as amended, to the owner of a newly 
irrigated farm in a reclamation project, may be deferred for a period 
of not to exceed two years from the date of the first advance under 


such loan. 
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PERMITTING THE APPOINTMENT OF AN ASSISTANT 
SECRETARY OF STATE FOR AFRICAN AFFAIRS 


Aprit 9, 1957.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany §S. 1832] 


The Committee on Foreign Relations, having had under consider- 
ation S. 1547, report S. 1832, a substitute bill, and recommend that 
it pass, 

1. PURPOSE OF THE BILL 


The purpose of S. 1832 is to authorize the appointment of one addi- 
tional Assistant Secretary of State who will be designated as the 
Assistant Secretary of State for African Affairs. The establishment 
of this new post will enable the Department of State to give more 
adequate attention to relations between the United States and Africa 
and to give appropriate recognition to the growing importance of 
Africa in world affairs. 


2. COMMITTEE ACTION 


On March 12, 1957, Senator Green introduced S. 1547, to authorize 
the appointment of an Assistant Secretary of State for African Affairs. 
S. 1547 prescribed his compensation at the same rate as for other 
Assistant Secretaries. The Committee on Foreign Relations con- 
sidered S. 1547 on April 3, 1957, and there was agreement on the need 
for an Assistant Secretary of State for African Affairs. 

In accordance with its usual practice, the committee sought the 
views of the Department of State with respect to the passage of this 
bill. In a letter to the chairman from Assistant Secretary of State 
Robert C. Hill dated April 3, 1957, the committee was informed that 
the Department approved the proposal. The Department of State 
suggested that in the interest of administrative flexibility the present 
law authorizing 10 Assistant Secretaries of State, does not specify the 
assignments for any of them, The letter from the Department pro- 
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posed, therefore, that consideration might be given to a simple amend- 
ment of existing law increasing the number of Assistant Secretaries of 
State from 10 to 11. The letter also contained the assurance of the 
Secretary of State that if an additional Assistant Secretary position 
were provided, the Department of State intended to use it for the 
appointment of an Assistant Secretary to direct a proposed Bureau of 
African Affairs. On this understanding, the committee voted unani- 
mously to report the substitute bill, S. 1832, which would amend 
existing law to increase the number of Assistant Secretaries of State 
from 10 to 11 and would amend the Federal Executive Pay Act of 1956 
to insure that the new Assistant Secretary will receive the same pay as 
present Assistant Secretaries. 


38. NEED FOR AN ASSISTANT SECRETARY OF STATE FOR AFRICAN AFFAIRS 


Africa is very important to the United States. It is a vast continent 
which is rich in material resources and in human values. The United 
States has important airbases in the northern part of Africa. In the 
Belgian Congo are deposits of uranium on which the United States 
depends in significant measure in our atomic-energy programs. As 
Africa develops economically, it will become increasingly important 
both as a source of raw materials and as a market for products of the 
United States. 

Africa is rapidly becoming embroiled in the tensions and conflicts 
of the rest of the world. Several nations of Africa are newly independ- 
ent. This area has received increased attention from the Senate, the 
chairman of the Committee on Foreign Relations, Senator Theodore 
Francis Green, having visited 13 countries there last fall. The Vice 
President of the United States recently attended the inauguration of 
the new head of the state of Ghana. Many parts of Africa which 
are now colonies or are otherwise not fully self-governing are gripped 
by nationalist drives. It is a continent in ferment, and as such, it is 
a prime target for Communist infiltration. 

At the present time one Assistant Secretary of State has charge of 
Near Eastern affairs, south Asian affairs, and African affairs. This 
concentration of responsibility prevents the giving of day-to-day top- 
level consideration to the complex issues present in African affairs. 
There is an urgent need for an additional Assistant Secretary who 
can devote his full attention to Africa in the interest of the United 
States. The creation of such a post will, in addition, signify the new 
importance which the United States attaches to relations with Africa 

The Department of State favors the passage of S. 1832. 


4. COST 


The salary of the Assistant Secretary post is $20,000. This amount 
was not included in the Department’s fiscal year 1958 appropriation 
request but would be absorbed in the total expenditures for salaries. 
The existing Offices of Northern and Southern African Affairs, now 
operating under a Deputy Assistant Secretary for Near Eastern, South 
Asian, and African Affairs, are being enlarged and would constitute a 
Bureau of African Affairs if the new Assistant Secretary post is ap- 
proved. Twenty-five new Washington positions for African matters, 
at a salary cost of $183,180 and 75 new African overseas positions, 
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both Americans and foreign nationals, at a salary cost of $133,601, 
are included in the fiscal year 1958 Department of State appropriation 
request. 

5. CONCLUSION 


The Committee on Foreign Relations recommends that the Senate 
approve the creation of an additional Assistant Secretary post in the 
Department of State in order that a new Assistant Secretary for 
African Affairs can give to the problems of United States relations 
with Africa the attention which they deserve. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Rules of 
the Senate, changes in existing law made by the bill, as introduced, 
are shewn as follows (existing law proposed to be omitted is enclosed 
in brackets, new matter is underlined): 

Act of May 26, 1949 (5 U.S. C. 151a), chapter 143 (63 Stat. 111), 
as amended by the act of February 7, 1953 (67 Stat. 4), and the act of 
August 5, 1955 (69 Stat. 536): 

x* * Pn « * « 

Section 1. UNDER SECRETARIES AND AssISTANT SECRE- 
TARIES OF STATE * * *, 

There shall be in the Department of State in addition to 
the Secretary of State an Under Secretary of State, three 
Deputy Under Secretaries of State, and [ten] eleven Assist- 
ant Secretaries of State. 


* * . * . 
Public Law 854, 84th Congress, chapter 804, 2d session, H. R. 7619: 
* * /*” * * 


TITLE I—BASIC COMPENSATION FOR HEADS OF EXEC- 
UTIVE DEPARTMENTS AND OTHER FEDERAL OFFICIALS 


o* * * * * 


Sec. 106. (a) The annual rate of basic compensation of 
each of the offices or positions listed in this subsection shall 
be $20,000. 


. . . . : 
(17) Assistant Secretaries of State [(10)] (71). 
* * * * * 


O 
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MAXIMUM INTEREST RATE PERMITTED ON UNITED 
STATES SAVINGS BONDS 


Apri 10 (legislative day Aprit 9), 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 5520] 


The Committee on Finance, to whom was referred the bill (H. R. 
5520) to amend the Second Liberty Bond Act to increase the maximum 
interest rate permitted on United States savings bonds, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 


I, GENERAL STATEMENT 


H. R. 5520, as passed by the House, would increase the maximum 
a interest rate on savings bonds (and savings certificates) 

eld to maturity from 3 percent to 3% percent a year, compounded 
semiannually. It would authorize the Secretary of the Treasury, in 
his discretion, to increase the yield on savings bonds (and savin 
certificates) bearing issue dates of February 1, 1957, or later. it 
would also authorize the Secretary of the Treasury, in his discretion, 
to increase the maximum interest rate on series E savings bonds 
maturing on February 1, 1957, or later, which the holder retains for 
an extension period (of not more than 10 years) beyond their maturity 
dates. However, the discretion of the Secretary to increase interest 
rates in this latter case would be limited to interest payable with 
respect to the period beyond maturity. 

In a statement to the public on February 14, 1957, the Treasury 
Department announced that it plans to increase to 3% percent the 
interest rate on series E bonds with issue dates of February 1, 1957, 
or later when held to maturity. This is an increase of one-quarter of 
a percentage point from the present 3 percent rate. The announce- 
ment also stated that the issue price and face value of the new bonds 
would remain unchanged; instead the increase in investment yield 
would be achieved by shortening the present 9 years and 8 months 
maturity to 8 years and 11 months. The Treasury Department also 
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plans to increase redemption values for the new bonds during their 
earlier years. The announcement indicated that the rate on a new 
bond held for 3 years would be 3 percent instead of the present 2¥, 
percent. There was no indication, however, that the Treasury plans 
to change the interest rate with respect to bonds held bey ond 
maturity. 

The Treasury also indicated that it plans, effective February 1, 
1957, to offer a revised 10-year series H-bond with an interest rate 
of 3% percent if held to maturity. The announcement further stated 
that the Treasury plans to reduce from $20,000 to $10,000 for each 
series the face amount of series E- and H-bonds which may be pur- 
chased by one individual in any one year. 

Your committee held 3 days of hearings on this bill during which 
attention was given both to the recent deterioration of the market 
for savings bonds and to the potentially harmful effects on the economy 
of a program of high interest rates. Your committee has amended 
the House bill to lower the maximum rate permissible on savings 
bonds to 3.26 percent in lieu of 3% percent. This limit will permit 
the Treasury to sell a $75 bond that will mature in 8 years and 11 
months for $100. 

It is believed that this change is desirable for several reasons. If a 
3% percent limit is provided there would be some expectation on the 
part of the public that the rate would in fact be raised and this would 
tend to reduce sales of the 3% percent bonds. Furthermore this 
adoption of this reduction of the limit to 3.26 percent expresses the 
opposition of the Congress to any increase in interest rates not abso- 
lutely essential in the interests of economic stability. 

The Treasury has argued that there should be greater administra- 
tive flexibility in the Treasury to raise interest rates if redemptions of 
savings bonds again rise relative to sales. Your committee does not 
believe that the situation requires such delegation of authority to the 
executive since this deterioration of the market for savings bonds has 
in the past developed only slowly. 


II. SAVINGS BOND PROGRAM 


The legislation initiating the savings bond program in 1935 estab- 
lished a maximum interest rate of 3 percent. The first series E bonds 
were offered to the public on May 1, 1941, at a 2.9 percent yield to 
maturity, which was raised to 3 percent on May 1, 1952. Series E 
bonds maturing on or after May 1, 1952, earn interest after maturity 
at a rate of approximately 3 percent a year. H bonds, first issued 
in 1952, yield a 3 percent rate of return when held to maturity. 

Series E and H bonds can be held only by individuals. While the 
rates of return on the two types of bonds are the same, they appeal to 
different buyers since the E bond is a discount bond, providing only 
one payment on redemption and the H bond pays interest annually by 
check. Savings bonds of the J and K series were designed for sale to 
organizations as well as individuals. The Treasury Department has 
indicated that sales of J and K series of bonds will terminate April 30, 
1957. Series A-D and series F and G bonds were parts of the savings 
bond program but have not been issued in recent years. The current 
redemption value of outstanding savings bonds is shown in table 1 
for the end of each year 1945- 56 and for January through March of 
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1957. It can be seen that the $38,045 million of Series E_ bonds 
constitute the bulk of the $56,068 million of total savings bonds. 


TABLE 1.—Savings bonds outstanding, all series 


{Current redemption values in millions of dollars] 





Series E Series H |Total, jaihealbidte F,G,| Total, all 





E and H | 1,K series ! 
ac. 31: 

ee, 3 30, 727 13, 979 48, 24 
30, 263 16, 366 49, 864 

30, 997 18, 314 52.174 

32, 188 20, 613 55,197 

33, 766 21, 501 56, 910 

34, 493 23, 089 58, 248 

34, 727 22° 859 57,739 

35, 324 22' 616 * 046 

36, 663 21, 190 57, 934 

38, 233 20; 058 58, 358 

40, 063 18, 432 58, 548 

41,398 15, 576 57,018 

41, 430 15,096 56, 570 

EOE eh te TEs UTE A 38, 058 3, 392 41) 450 14, 824 56, 317 
eet Te sets! cect ten tania Rina 38, 045 3,418 41, 463 14, 563 56, 068 








1 Includes series A-D. 


Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


III. NEED FOR LEGISLATION 


Since May 1, 1952, when the Treasury Department raised the in- 
vestment yield on savings bonds held to maturity to the maximum 
permitted by statute, this rate of return has necessarily remained 
stationary. However, the rates of return on most other forms of 
investment have risen sharply since that time. This can be seen by 
the average rates of return on the following types of investments: 








[Percent] 
1952 1956 
EE IE I a. «<> 4 0-0 s oh eccacenteinn eadetaasie ene ted eamaescaaiieedan aaa 2. 43 2.89 
a EAE IS - BAG aS TAL a > EM 2. 69 13.00 
Insured commercial banks, time and savings departments-.................-...-.- 1.15 12.00 
High-grade municipal bonds (Standard & Poor’s)............-...-.---.---.------ 2.19 2.93 
CarSerees BOs, BAEC OLOOU W .o<cotepiiess sckdadhunpieaedaicenienwaadineedse 2. 96 3. 36 
ee UC, Tn I cheek aewcen cmmedaianene 3. 52 3. 88 
Average rates, short-term bank loans to business (selected cities)................. 3.5 4.2 


1 Estimated. 


Compiled from statistics obtained from the Office of the Secretary, Analysis Staff, Debt Division, and 
from the Economic Report of the President, January 1957. 


This stationary interest rate for savings bonds, while other invest- 
ment yields have been rising, has been unfavorable to the relative 
position of savings bonds. This can be seen in table 2 which compares 
the annual increment in different forms of savings, those in savings 
and loan associations, mutual savings banks, commercial bank time 
deposits held by individuals and series E and H savings bonds. 
Due to the increment in value in bonds already held and also to the 
fact that the interest rate disparity was not so great among the various 
forms of savings, the savings bonds actually improved their position 
relative to the other forms of savings in the 3 years preceding 1956. 
However, in 1956, when the interest rate disparity became a significant 
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factor, these savings bonds accounted for 13.3 percent of the annual 
increment in savings, the smallest percentage in the entire 4-year 
period. 


TaBLe 2.—Series E and H bond share of individual savings—Annual changes in 
savings 


{In millions of dollars] 





Commercial | Series E and Percent 


Calendar years | Savings and | Mutual sav-| bank time H savings Total series E and 
loan ings banks | deposits (in- bonds H bonds of 
dividuals) total 
| SR +3, 641 +1, 77 +2, 568 +1, 339 +9, 322 14.4 
ee +4, 415 +1, 964 +2, 526 +1, 571 4-10, 476 15.0 
Si ssnisiminnebsdniowiies +4, 965 +1, 837 +1, 561 +1, 830 +10, 193 18.0 
i Gacscimusntebbene 1+-5, 085 +1, 836 +1, 762 +1, 335 +10, 019 13.3 


1 Preliminary. 
Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


The increasingly unfavorable position of savings bonds is most 
accurately reflected by the trends in cash sales and cash redemptions 
in the past 2 years, shown in table 3. This table shows that redemp- 
tions in 1956 exceeded redemptions in the corresponding months in 
1955 in all but 3 months. Also, beginning in June 1956, cash re- 
demptions have exceeded cash sales in all but one of the months. 
Moreover, this excess of redemptions has for the most part increased 
month by month. 


TABLE 3.—Monthly sales and redemptions of series E and H savings bonds 
{In millions of dollars] 





Cash Cash re- | Cash gain Cash Cash re- |Cash gain 
sales demp- or loss sales demp- or loss 
tions tions 
1955—January -..-- 573 404 169 tiie | 1956—March....._. 465 400 65 
February -... 465 343 122 £ Ws ea 414 402 ll 
March.....-.- 518 406 112 en 418 412 6 
BOI dai tinecns 448 376 72 x EE 398 405 -6 
BERT inéncct 419 392 28 RS 443 431 ll 
UNE cniieoe 428 437 -9 August..._-- 403 414 -l1 
CT titans 439 402 37 September... 335 380 —45 
August...... 439 399 40 | October...... 390 411 —21 
September... 414 393 21 November... 366 368 —2 
October__...-. 404 358 46 December- .. 363 392 —29 
November. .-- 395 358 36 || 1957—January --... 465 547 —82 
December -- 425 383 42 February...- 361 426 —65 
1956—January __.-.-. 572 450 122 March....... 365 438 -73 
February - ..- 476 368 108 





Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


The effect of your committee’s bill will be to permit the Treasury 
Department to restore the competitive position of savings bonds 
with other comparable forms of saving without causing any significant 
change in the present distribution of investments. 

In 1951 the Congress enacted legislation providing that the owners 
of matured series E savings bonds who did not desire to cash them 
could, at their option, retain their investment through an additional 
10-year period. The ‘Treasury Department announcement on 
February 14, 1957, stated that “terms of any extension privilege for 
the new bond will be determined later.” Your committee’s bill 
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provides the same permissible maximum of 3.26 percent yield can be 
provided on savings bonds which mature on or after February 1, 1957, 
for the period the bonds are held after maturity. Although the 
Treasury Department did not request this authority, it will enable 
the Department, if it deems this to be a desirable policy, to encourage 

eople to hold series E savings bonds which they may now have, 
bevotid their regular maturity date. This bill, by giving the Secretary 
of the Treasury discretionary authority to pay up to 3.26 percent 
during the extension period on E bonds which mature on or after 
February 1, 1957, will enable him to provide more favorable treat- 
ment for this period without having to come to Congress to request 
such authority. 

Table 4 shows. the redemption values and investment yields of 
series EK bonds outstanding at the present time. The first part of this 
table relates to bonds issued beginning May 1, 1952, with a maturity 
yield of 3.0 percent while the latter part relates to bonds issued 
before that date with a maturity yield of 2.9 percent. 


TaBLeE 4.—Series E bonds outstanding prior to first maturity, redemption values, and 
investment yields 


[Based on $75 bond—issue price] 








Yield for— 
Redemption 
Number of years held after issue date value One addi- 
Period held !| Period to tional 

maturity 2 6-month 

period 2 

Percent Percent Percent 

Bonds issued beginning May 1952: 

Peibdnubs tus déidasbductanstweadessedices PP Becckivebecanecs 3.00 1.07 
SED 5. .cadteincdnanncaniuniundeakbetamonct 75. 40 1.07 3.10 2.12 
Be ienncesnncagiehsceppersenwceshoupedienns . 20 1. 59 3.16 2. 62 
BE Sintiibdsenibatawonncéuh ssbebiinbadwaed 77.20 1.94 3.19 2. 59 
Un  acccticiichNanedcpmendaamadesiRaminiigie 78. 20 2.10 3. 23 2. 56 
BOE Ee Sbdveccstbectnccucedstsatbececkawaws 79. 20 2.19 3. 28 2. 53 
I Gist osien cncinncusitcatabaehoch otal 80. 20 2. 25 3. 34 2.49 
i arieigSapennqesnwasdadindeenuadaion 81. 20 2. 28 3. 41 2. 46 
OE | Pes ee er ee eae: 82. 20 2. 30 3. 49 3. 41 
PANE nina edd cenienbnnniebheeuiewesaiala 83. 60 2. 43 3. 50 3.35 

Bonds issued before May 1952: 

4% to 5... 81.00 1. 72 3. 87 2. 47 
5 to 5% 82. 00 1.7' 4.01 2. 44 
6G... cause 83. 00 1.85 4.18 2. 41 
a a hte 84. 00 1.90 4. 41 4.76 
SEE Ula eotebewudencts odantieeeeeeeooate 86. 00 2.12 4. 36 4.65 
WED TPE detbavdseodencasde Ge éedsadannadetesen 88.00 2. 30 4.31 4.55 
SU et elid id aoc Siuncahdemiedieamaat ade 90. 00 2. 45 4. 26 4.44 
SINS anciiitead wckbciamncanmatatins ilajahdlinentene 92.00 2. 57 4. 21 4,35 
a 94.00 2. 67 4.17 4, 26 
PON We Aadbukuubttinntetasiubhscaweeusel 96. 00 2.76 4.12 4.17 
4 eer eae eee 98. 00 2. 84 4.08 4.08 
AD PORES (ISS TIAGOIICY) 0c ccccunceccces 100. 00 2.90 


1To beginning of each accrual period. 
2 From beginning of each accrual period. 


Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


It can be seen from table 4 that if an outstanding series E bond has 
been held for over 2% years there is no benefit obtained from cashing 
in the existing bond in order to buy a new 3.25 percent bond. After 
the bond is held for 2% years the yield from holding the bond until 
maturity is 3.28 percent. 

Table 5 shows a schedule of redemption values and investment 
yan that has been tentatively decided upon for the new series E 

onds to be sold under this legislation. 


i 
. 
i 
) 


6 ea i a a i a BS mm 


wf fC ANS I ta Tia nt 88 








6 MAXIMUM INTEREST RATE ON U. S. SAVINGS BONDS 


TaBiEe 5.—New E-bond—3\% percent to maturity at 8 years, 11 months— Tentative 
schedule of redemption values and investment yields (based on $75 bond, issue 
price) 








Yield for— 
Number of years held Redemption | 
alter issue date value Period held Period to 1 added 
from issue maturity 2 period 3 
date ! 
Percent | Percent Percent 
aeeenaemennll 3. 25 1.60 
1. 60 3.35 2. 96 
2. 28 3. 38 3.13 
2. 55 3. 39 3. 39 
2.77 3. 39 3. 43 
2. 90 3. 39 3. 47 
3.00 3. 38 3. 41 
3. 06 3. 38 3.45 
3.11 3. 37 3. 39 
3.14 3. 37 3. 43 
3.17 3. 36 3. 37 
3.19 3. 36 3. 32 
3, 20 3. 37 3. 35 
3. 21 3. 37 3. 30 
3. 21 3. 39 3. 33 
3. 22 3. 41 3. 27 
3. 23 | 3. 49 3. 22 
3. 23 | 3.81 3. 81 
DIE Biko ssisedS obs beiGiabuses nes 
| | 








Source: Office of the Secretary of the Treasury. 


1 To beginning of each accrual period. 
2 From beginning of each accrual period. 


IV. EXPLANATION OF BILL 


Section 22 (a) of the Second Liberty Bond Act authorizes the Secre- 
tary of the Treasury (with the approval of the President) to issue 
United States savings bonds. 

Under section 22 (b) (1) of the Second Liberty Bond Act savings 
bonds may be issued on an interest-bearing basis, on a discount basis, 
or on a combination interest-bearing and discount basis, and must 
mature not more than 20 years from the issue date. Such bonds may 
be sold at such price or prices, and may be redeemed before maturity 
upon such terms and conditions, as the Secretary of the Treasury may 
prescribe. However, the interest rate on, and the issue price of 
savings bonds, and the terms upon which they may be redeemed, may 
not be such as to afford as investment yield in excess of 3 percent a 
year, compounded semiannually. 

Under section 22 (b) (2) of the Second Liberty Bond Act the 
Secretary of the Treasury (with the approval of the President) is 
authorized to provide by regulation that owners of series E savings 
bonds may (at their option) retain the bonds after maturity and earn 
interest upon the maturity values thereof for not more than 10 years 
at rates consistent with the provisions of section 22 (b) (1) of the 
Second Liberty Bond Act. 

The first section of the bill amends section 22 (b) (1) of the Second 
Liberty Bond Act by changing the maximum permissible investment 
yield from 3 percent a year, compounded semiannually, to 3.26 percent 
a year, compounded semiannually. This will authorize, but it will 
not require, the Secretary of the Treasury to increase the investment 
yield on those bonds described in section 2 of the bill. 

Section 2 of the bill provides that the authority provided by the 
first section of the bill may be exercised with respect to savings bonds 
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bearing issue dates of February 1, 1957, or thereafter. Section 2 also 
provides that this authority may be exercised with respect to those 
series E savings bonds maturing on or after February 1, 1957, which 
are retained after maturity (but only for the period after maturity). 

The following table illustrates the maximum interest rates on sav- 
ings bonds permitted by existing law and by provisions of the bill, 
together with actual investment yields fixed by the Treasury Depart- 
ment on series E bonds. 








E-bond investment yield (percent) 1 

















Issue dates Period to maturity | Full extension period 

Maximum Actual Maximum Actual 
permissible permissible 

41) May 1941 to April 1042. . ..........ccse-0e 3.00 2. 90 3.00 2. 90 

(2) May 1942 to January 1947__................ 3. 00 2. 90 3.00 3.00 

(3) February 1947 to April 1952.............-... 3. 00 2. 90 3. 50 @) 

(4) May 1952 to January 1957. ................. 3.00 3. 00 3. 50 (2) 

(5) February 1957 and on...................... 3. 26 @, ’) 3. 26 @,4) 








1 Compounded semiannually. 

2'T’o be determined by the Secretary of the Treasury, but not less than 3.00 percent. 

3 Based on information furnished to the committee by the Treasury Department, it appears that bonds 
issued under a new offering based on this legislation will afford an investment yield of approximately 3% 
percent to maturity. 

4 Based on information furnished to the committee by the Treasury Department, it appears that terms 
of any optional extension privilege on these bonds will not be decided until a later date, 


V. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Seconp Liserty Bonp Act, as AMENDED 


Src. 22. (a) The Secretary of the Treasury, with the approval of 
the President, is authorized to issue, from time to time, through the 
Postal Service or otherwise, United States savings bonds and United 
States Treasury savings certificates, the proceeds of which shall be 
available to meet any public expenditures authorized by law, and to 
retire any outstanding obligations of the United States bearing inter- 
est or issued on a discount basis. The various issues and series of the 
savings bonds and the savings certificates shall be in such forms, shall 
be offered in such amounts, subject to the limitation imposed by sec- 
tion 21 of this Act, as amended, and shall be issued in such manner 
and subject to such terms and conditions consistent with subsections 
(b), (ce), and (d) hereof, and including any restrictions on their 
transfer, as the Secretary of the Treasury may from time to time 
prescribe. 

(b) (1) Savings bonds and savings certificates may be issued on an 
interest-bearing basis, on a discount basis, or on a combination inter- 
est-bearing and discount basis and shall mature, in the case of bonds, 
not more than twenty years, and in the case of certificates, not more 
than ten years, from the date as of which issued. Such bonds and 
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certificates may be sold at such price or prices, and redeemed before 
maturity upon such terms and conditions as the Secretary of the 
Treasury may prescribe: Provided, That the interest rate on, and the 
issue price of, savings bonds and savings certificates and the terms 
upon which they may be redeemed shall be such as to afford an invest- 
ment yield not in excess of [3] 3.26 per centum per annum, com- 
pounded semiannually. The denominations of savings bonds and of 
savings certificates shall be such as the Secretary of the Treasury may 
from time to time determine and shall be expressed in terms of their 
maturity values. The Secretary of the Treasury is authorized by regu- 
lation to fix the amount of savings bonds and savings certificates 
issued in any one year that may be held by any one person at any one 
time. 

(2) The Secretary of the Treasury, with the approval of the Presi- 
dent, is authorized to provide by regulation that owners of series E 
savings bonds thereafter maturing may, at their option, retain the 
matured bonds and earn interest upon the maturity values thereof 
for not more than ten years at rates consistent with the provisions of 
paragraph (1). 


O 
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AprIL 12, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


'To accompany H, R. 71) 


The Committee on Finance, to whom was referred the bill (H. R. 
71) to prohibit the payment of pensions to persons confined in penal 
institutions for periods longer than 60 days, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


This bill provides that pension under public or private laws adminis- 
tered by the Veterans’ Administration shall not be paid to an individ- 
ual who has been imprisoned in a Federal, State, or local penal insti- 
tution as a result of conviction for a felony or misdemeanor for any 
part of the period beginning on the 61st day of his imprisonment and 
ending when the imprisonment ends. 

Pension is a gratuity payable solely to otherwise eligible veterans 
who served during a war or comparable period. Payment of pension 
for veterans of the Civil War, Spanish-American, and Indian Wars 
has been based on age or non- -service-connected disability. How- 
ever, in the case of veterans of World War I, II, and Korea, the require- 
ment is essentially non-service-connected disability coupled with 
need, as set forth below: 


Under existing law (Veterans Regulation No. 1 (a), pt. III, 
as amended), veterans of World War I, World War II, the 
Spanish-American War, Philippine Insurrection, and Boxer 
Rebellion are eligible for pension based on permanent and 
total non-service-connected disability. Pension is payable 
to any such veteran who served in the active military or 
naval service for a period of 90 days or more during such wars 
and who was dacharaed therefrom under conditions other 
than dishonorable, or who, having served less than 90 days, 
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was discharged for disability incurred in service in line of 
duty. The veteran must have been in active service before 
the cessation of hostilities and be suffering from non-service- 
connected permanent and total disability not incurred as a 
result of his own willful misconduct or vicious habits. The 
rate of $66.15 per month, except that where the veteran shall 
have been rated permanent and total and has been in receipt 
of pension for a continuous period of 10 years or reaches the 
age of 65 years and is permanently and totally disabled, the 
rate is $78.75 per month. A rate of $135.45 per month is 
authorized in the case of an otherwise eligible veteran who 
is, on account of age or physical or mental disability, helpless 
or blind or so nearly helpless or blind as to need or require 
the regular aid and attendance of another person. Such 
pension is not payable to any unmarried person whose annual 
income exceeds $1,400 or to any married person or any per- 
son with minor children whose annual income exceeds $2,700. 
Any person who served in the active service in the Armed 
Forces of the United States on or after June 27, 1950, and 
prior to February 1, 1955, is also eligible for pension under 
part III as provided in the act of May 11, 1951 (Public Law 
28. 82d Cong.). 

In the administration of the aforementioned provisions the 
determination of permanent total disability is made on a very 
liberal basis. Such a rating is granted (where the require- 
ment of permanence is met) when there is a single disability 
of 60 percent or 2 or more disabilities, 1 of which is 40 percent 
in degree, combined with other disability or disabilities to a 
total of 70 percent, and unemployability attributed thereto. 
Although age alone is not considered as a basis for entitlement 
to such pension, it is considered in association with disability 
and unemployability in determining permanent and total 
disability. The aforementioned percentage requirements are 
reduced on the attainment of age 55 to a 60-percent rating 
for 1 or more disabilities, with no percentage requirement for 
any 1 disability; at age 60 to a 50-percent rating for 1 or more 
disabilities; and at age 65 to 1 disability ratable at 10 percent 
or more. When these reduced percentage requirements are 
met and the disability or disabilities involved are of a perma- 
nent nature, a permanent and total disability rating will be 
assigned, if the veteran is determined to be unable to secure 
and follow substantially gainful employment by reason of 
such disability. 

Widows are entitled to non-service-connected death pen- 
sion based on their husband’s war or comparable service, 
with various marriage and other requirements specified in the 
laws. 


It has come to the attention of the committee, based on a survey 
(in the 84th Cong.) made of 10 States (Tennessee, Ohio, Colorado; 
California, New Mexico, Oregon, Pennsylvania, New York, Illinois, 
and Georgia) as well as the Federal penal institutions, that there aie 
a number of veterans, and some widows, now incarcerated in pensl 
institutions who are drawing pension, compensation, or retirement 
pay. 
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The committee is of the opinion that there is no valid basis why a 
man should receive a pension for non-service-connected disability or 
age while he is incarcerated in a penal institution for a erime of which 
he has been convicted. In the case of compensation for a service- 
connected disability the committee is of the opinion that that is an 
entirely different benefit, based on disability, and do deprive a man 
of his service-connected compensation would be imposing an addi- 
tional penalty. The same is true of retirement pay which is paid on 
an entirely different basis from pension. 

Section 2 of the bill provides that the Administrator may apportion 
and pay to the wife and children of a veteran the pension which such 
veteran would be eligible to receive if he had not been incarcerated in 
a penal institution. Provision is also made for paying to a child or 
children, where the widow is disqualified by imprisonment, the pension 
which would be payable if there were no widow. Similarly, in the 
case of a disqualified child, the widow would receive a reduced pension. 

The period of 60 days was set as it is believed that most sentences 
for minor offenses would be below this length of imprisonment. 

While there would be some additional administrative burden placed 
upon the Veterans’ Administration as a result of the enactment of 
this legislation, it does appear that there will be savings rather than 
any additional cost and in any event the committee is ‘of the opinion 
that sound public policy requires no pension for a non-service-con- 
nected disability or age be paid to a person who is serving a sentence 


for the conviction of a felony or misdemeanor. 
The committee’s investigation revealed that veterans in Federal 
and 10 State penal institutions had been convicted of various felonies 


and misdemeanors, including: 


Automobile theft 
Impersonating Federal employee 
Narcotic sale 

Forgery 

Bank robbery 

Rape 

False claims 

Altering Government check 
Murder 

Counterfeiting 

White slavery 

Tax evasion 

Firearms, unlawful possession 
Liquor-law violation 

False statement 

Burglary 

Larceny 

Fraud 

Assault 

Obscene literature, mailing 
Conspiracy 


In reporting on this legislation 


Affairs stated: 


Distilling, illegal 
Propation violation 
Drunk and disorderly conduct 
Manslaughter 

Sodomy 

Arson 

Carnal abuse of child 
Incest 

Bigamy 

Abandonment of children 
Abortion 

Check, worthless passing 
Kidnaping 

Rioting 

Adultery 

Driving while drunk 
Vagrancy 

Stolen property, receiving 
Confidence game 
Nonsupport of dependents 


the Administrator of Veterans 


There are no available data within the Veterans’ Admin- 
istration to indicate the number of veterans or dependents 
of deceased veterans receiving pension benefits who are now 
imprisoned in penal institutions, nor the extent of confine- 


ment of such persons. 


Therefore, it is not possible to esti- 


mate benefit savings which should result where the confined 
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person has no dependents eligible for apportionment, nor the 
extent of the administrative costs resulting from this pro- 
posal, if enacted. 

In my judgment it is reasonable to deny pension to 
persons during their confinement for conviction of serious 
offenses. Accordingly, and in view of the fact that the 
proposal would authorize apportionment of the pension to 
dependents, I believe the bill has merit. 

Advice has been received from the Bureau of the Budget 
that there would be no objection to the submission of this 
report to your committee. 


The Bureau of the Budget favors enactment of H. R. 71 and the 
Comptroller General of the United States had no objection to its 


enactment, 


O 
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TEMPORARY EXTENSION OF CERTAIN SPECIAL PROVI- 
SIONS RELATING TO STATE PLANS FOR AID TO THE 
BLIND 





Aprit 12, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 3035] 


The Committee on Finance, to whom was referred the bill (H. R. 
3035) to provide a temporary extension of certain special provisions 
relating to State plans for aid to the blind, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill, as reported, is to extend from June 30, 
1957, to June 30, 1959, the provisions of section 344 of the Social 
Security Act Amendments of 1950 (Public Law 734, 81st Cong.), as 
amended. Section 344 relates to approval by the Secretary of 
Health, Education, and Welfare of certain State plans for aid to the 
blind. 


GENERAL STATEMENT 


The bill extends from June 30, 1957, to June 30, 1959, the provision 
in section 344 of the Social Security Act Amendments of 1950 which 
provided for the approval of certain State plans for aid to the blind 
which did not meet the requirements clause (8) of section 1002 (a) of 
the Social Security Act. The amendments provided that such plans 
could be approved for the period from October 1, 1950, and ending 
June 30, 1955. The original expiration date was extended by the 
Social Security Amendments of 1954 (Public Law 761, 83d Cong.), 
from June 30, 1955, to June 30, 1957, the present expiration date. 
The bill would extend this period an additional 2 years to June 30, 
1959. 

While the provisions apply to any State, as defined in the Social 
Security Act, which did not have a State plan on January 1, 1949, 
approved under title X of the Social Security Act, your committee is 
advised that only two States, Missouri, and Pennsylvania, are now 
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affected by the provision. These States have programs under which 
needy and non-needy blind persons receive similar treatment with the 
payments to needy blind persons being financed from State and Fed- 
eral funds and the payments to non-needy blind persons being financed 
entirely from State funds. Information received by your committee 
from the Department of Health, Education, and Welfare indicates 
that the degree of blindness required in these two States is more 
stringent than that generally required by States which operate pro- 
grams in full conformity with the Social Security Act. It under- 
stands that some needy persons, who are not determined to be blind 
within the definitions used in these States but who have not sufficient 
vision to engage in activities for which sight is essential, are denied 
assistance in these States whereas they would generally be found 
eligible in other States. 

Your committee does not believe that the failure of these States 
to make any greater provision for needy blind persons than for non- 
needy ones is consistent with the intent of title X of the Social Se- 
curity Act. It also considers unfortunate the exclusion in these 
States of certain needy persons who would meet the test of blindness 
generally applied for purposes of eligibility for assistance in the 
other States. It would appear that the first of these situations would 
be corrected and a more realistic test of blindness would receive 
ene if the States involved placed greater emphasis 
on need. 

While your committee favors the full compliance by these States 
with all requirements of title X of the Social Security Act, it believes 
it better that this be accomplished through orderly planning rather 
than through permitting the special provision to expire at this time, 
since this might result in hardships for blind persons in the States, 
The 2-year extension will provide time for the Department of Health, 
Education, and Welfare and the 2 States to plan for bringing programs 
into full conformity. A shorter extension would also not be realistic 
in the light of the fact that the legislatures of the two States are not 
scheduled to meet during 1958. 

Your committee accordingly recommends enactment of the 
legislation. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


Section 344 or THE SociaL Security Act AMENDMENTS OF 1950 


APPROVAL OF CERTAIN STATE PLANS 


Src. 344. (a) In the case of any State (as defined in the Social 
Security Act, but excluding Puerto Rico and the Virgin Islands) 
which did not have on January 1, 1949, a State plan for aid to the 
blind approved under title X of the Social Security Act, the Admin- 
istrator shall approve a plan of such State for aid to the blind for the 
purposes of such title X, even though it does not meet the requirements 
of clause (8) of section 1002 (a) of the Social Security Act, if it meets 





EXTENSION OF STATE PLANS FOR AID TO BLIND 3 


all other requirements of such title X for an approved plan for aid to 
the blind; but payments under section 1003 of the Social Security Act 
shall be made, in the case of any such plan, only with respect to 
expenditures thereunder which would be included as expenditures 
for the purposes of such section under a plan approved under such 
title X without regard to the provisions of this section. 

(b) The provisions of subsection (a) shall be effective only for the 
period beginning October 1, 1950, and ending June 30, [1957] 1962. 


O 
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Aprit 12, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


(To accompany H. R. 4686] 


The Committee on Finance, to whom was referred the bill (H. R. 
4686) to continue until the close of June 30, 1958, the suspension of 
duties and import taxes on metal scrap, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of H. R. 4686 is to continue the existing exemption of 
metal scrap from import duties and taxes for another year, until June 
30, 1958. The bill contains the existing proviso that the suspension 
shall not apply to lead scrap, lead alloy scrap, antimonial lead scrap, 
scrap battery Tead or plates, zine scrap, or zinc alloy scrap, or to any 
form of tungsten scrap, tungsten carbide scrap, or tungsten alloy scrap, 
or to articles of lead, lead alloy, antimonial lead, zinc, or zine alloy, 
or to articles of tungsten, tungsten carbide, or tungsten alloy, imported 
for remanufacture by melting. 


GENERAL STATEMENT 


The temporary suspension of the duties and import taxes on im- 
ports of scrap metal provided under present law through June 30, 
1957, makes free of duty imports of metal scrap including such prin- 
cipal types of scrap as iron and steel, aluminum, magnesium, nickel, 
and nickel alloys. The bill would continue this situation through 
June 30, 1958. The suspension of duties and taxes as provided under 
present law and its proposed extension under your committee’s bill 
are of no significance with respect to the tariff treatment of imports 
of tin and tinplate scrap, because imports of such scrap, along with 
imports of tin in other unmanufactured forms, would not be subject 
to duty or import taxes in any case. 
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Section 2 of the bill provides that the amendment made by the 
first section of the bill shall not be construed to affect in any way the 
application of Public Law 38, 82d Congress, to copper scrap. The 
effect of this provision is to make Public Law 38 apply in case any 
conflict should arise between that law and this bill, if enacted into law, 
Thus, if, pursuant to the provisions of Public Law 38, the suspension 
from tax provided by such law is revoked, copper scrap could not be 
imported free of import tax by reason of the enactment of this bill. 

Scrap of the various nonferrous metals, whether imported or of 
domestic origin, may be considered for most purposes simply as 
relatively small components in the total United States supplies of 
the respective metals, although some manufacturers depend wholly on 
metal scrap as a source of raw material. The relation of iron and 
steel scrap to the total supplies of iron and steel is somewhat different 
from that existing with respect to nonferrous metals. This is because 
the economical production of steel by the open-hearth process requires 
that part of the iron-bearing materials used consist of heavy meltin 
scrap. Thus, much iron and steel scrap constitutes a materia 
important to the domestic production of steel. Despite the fact that 
imports of scrap metals have not in the past few years constituted 
important components of the total supplies of the various metals, the 
imports in some cases have represented important sources of the 
metals for limited numbers of consumers of such metals in some 
sections of the country. 

The rates of duty on the principal types of ferrous and nonferrous 
metal scrap, the suspension of which would be continued by the bill, 

.are shown in the following table: 








Type of scrap Paragraph Rate of duty Sec. 4541, Internal Revenue 
No. Code, rate of import tax 
* Iron ana steel_....... lt ae) 301 | 37% cents per long ton.plus addi- | None, 
tional duties on alloy content. 
¢ MING: ...- cs sccciotivess 374 | 1% cents per pound. .-.-.._.....- Do, 
SEE 9 nucs nom aateeeue SEF NUD ce pbacetasudncasannysnandeane 2 cents per pound on the 
eopper content. 
aS ci Ral nite amc 1634 |..... I 2 cents per pound on the 
copper content. 
DE OO 8 i icsicincween 375 | 17% cents per pound_.__.........-| None. 
Nickel ana nickel alloy....- 5 or 389 | 11% percent ad valorem or 1% Do, 
cents per pound, 
Tin and tin plate........... SRE Se Sceencnécecbbent¥ecsntoonhens Do. 





1 The import tax imposed under sec. 4541, {nternal Revenue Code of 1954, on certain copper-hearing 
articles, including metal scrap containing copper, is also suspended under Public Law 38, 82d Cong., as 
amended. Public Law 38, as amended, expires on June 30, 1958, or earlier if the average market price of 
electrolytic copper (delivered Connecticut Valley) for any 1 calendar month has been pelow 24 cents per 


pound, 


Relaying and rerolling rails would, in the absence of this legislation 
be dutiable at the rate of one-twentieth cent per pound plus additional 
duties on alloy content under paragraphs 305 and 322 of the Tariff 
Act of 1930, as modified. Other metal articles not considered scrap 
within the meaning of the tariff classifications but imported to be 
used in remanufacture by melting are also exempt from duty under 
Public Law 869 of the 81st Congress. Such articles would be dutiable 
in the absence of special legislation, at various rates too numerous to 
mention in this report. Data on the volume of imports of such 
articles are not available but it is probable that in the past few years 
such imports have not been of major importance in connection with 
this special legislation. 
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In reporting favorably on H. R. 4686, the Department of Com- 
merce stated that the types of metal scrap affected by H. R. 4686 are 
in short supply. The Departments of the Treasury, State, and 
Interior also favor the passage of the bill. 


LEGISLATIVE BACKGROUND 


Import duties and taxes on metal scrap were suspended from 
March 14, 1942, to June 30, 1949, inclusive, under Public Law 497, 
77th Congress, and Public Laws 384 and 613, 80th Congress. The 
import duties on metal scrap were again suspended from October 1, 
1950, to June 30, 1951, under Public Law 869, 81st Congress. This 
suspension was extended from July 1, 1951, to the close of June 30, 
1952, by Public Law 66, 82d Congress. 

Public Law 535, also of the sod Congress, extended the suspension 
to the close of June 30, 1953, with the proviso that the act was not 
applicable to lead scrap. Public Law 221 of the 83d Congress con- 
tinued the suspension to June 30, 1954, with provision for zine scrap 
to come in under the suspension only if imported under the terms of a 
written contract entered into prior to July 1, 1953; lead scrap was 
excluded from the suspension. Public Law 678 of the 83d Congress 
continued the suspension to June 30, 1955, with provision for the duty 
on zinc scrap to be suspended only in cases where such scrap was im- 

orted under the terms of a contract entered into prior to July 1, 1954. 
Public Law 66 of the 84th Congress further extended the period of 
application of Public Law 869 from July 1, 1955, to June 30, 1956, and 
continued the exclusion of lead and zinc scrap from the suspension; 
unlike Public Laws 221 and 678 of the 83d Congress, Public Law 66 
did not exempt from duty imports of zine scrap purchased under 
written contracts entered into before specified dates. Public Law 
723 of the 84th Congress continues the suspension until June 30, 1957, 
of the duties and taxes only on those types of metal scrap exempted 
from duties and taxes under Public Law 869, as amended, with the 
additional exclusion from the suspension of lead scrap, lead alloy 
scrap, antimonial lead scrap, scrap battery lead or plates, zinc scrap, 
or zinc alloy scrap; or to articles of lead, lead alloy, antimonial lead, 
zine, or zinc alloy. ‘Thus, enactment of H. R. 4686 would continue 
the suspension until June 30, 1958, of the duties and taxes only on 
those types of metal scrap exempted from duties and taxes under 
Public Law 723 of the 84th Congress. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Pusiic Law 869, 81st Coneress 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act of March 13 
rn 180, 56 Stat. 171), as amended, is hereby amended to read 
as follows: 
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“Src. 1. (a) No duties or import taxes shall be levied, collected, or 
payable under the Tariff Act of 19: 30, as amended, or under section 
3425 of the Internal Revenue Code with respect to metal scrap, or 
relaying and rerolling rails. 

“(b) The word ‘scrap’, as used in this Act, shall mean all ferrous 
and nonferrous materials and articles, of which ferrous or nonferrous 
metal is the component material of chief value, which are second-hand 
or waste or refuse, or are obsolete, defective or damaged, and which 
are fit only to be remanufactured.” 

“Src. 2. Articles of which metal is the component material of chief 
value, other than ores or concentrates or crude metal, imported to be 
used in remanufacture by melting, shall be accorded entry free of 
duty and import tax, upon submission of proof, under such regula- 
tions and within such time as the Secret tary of the Treasury may 
prescribe, that they have been used in remanufacture by melting: 
Provided, however, That nothing contained in the provisions of this 
section shall be construed to limit or restrict the exemption granted 
by section 1 of this Act.” 

Sec. 2. The amendment made by this Act shall be effective as to 
merchandise entered, or withdrawn from warehouse, for consumption 
on or after the day following the date of the enactment of this Act 
and before the close of June 30, [1957] 1958. It shall also be effec- 
tive as to merchandise entered, or withdrawn from warehouse, for 
consumption before the period specified where the liquidation of the 
entry or withdrawal covering the merchandise, or the exaction or 
decision relating to the rate of duty applicable to the merchandise, 
has not become final by reason of section 514, Tariff Act of 1930. 


O 
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CHICAGOLAND COMMERCE AND INDUSTRY EXPOSITION 





Apri 12, 1957.—Ordered to be printed 





Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 4803] 


The Committee on Finance, to whom was referred the bill (H. R. 
4803) to permit articles imported from foreign countries for the pur- 
pose of exhibition at the Chicagoland Commerce and Industry Expo- 
sition, to be held at Chicago, Ill., to be admitted without payment of 
tariff, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of H. R. 4803 is to permit the entry, free of duty, of 
articles imported for exhibition at the Chicagoland Commerce and 
Industry Exposition to be held at Chicago, II. 


GENERAL STATEMENT 


Your committee’s bill follows the pattern of previous legislation 
enacted by the Congress in connection with various international 
exhibitions, expositions, and fairs held in the United States. 

It has long been the policy of Congress to facilitate participation of 
foreign countries in international expositions held in the United States 
by permitting articles intended for display at these expositions to be 
entered free of import duties and charges under safeguarding regula- 
tions of the Secretary of the Treasury. 

The Chicagoland Commerce and Industry Exposition is to be held 
at Chicago, Ill., from June 28, 1957, to July 14, 1957, inclusive, under 
the auspices of the Chicagoland Commerce and Industry Exposition, 
Inc. This corporation, in the interest of attracting workers to the 
Chicagoland area to relieve an acute shortage of personnel for business 
and industry, will emphasize Chicago’s attractiveness as a place to 
locate permanently and will show its wider market for foreign products 
from worldwide manufacturers. 


86006 








2 CHICAGOLAND COMMERCE AND INDUSTRY EXPOSITION 


H. R. 4803, as reported, provides that the imported articles shall 
not be subject to marketing requirements of the general tariff laws 
except when such articles are withdrawn for consumption or use in 
the United States. Articles admitted may be lawfully sold at any time 
during or within 3 months after the close of the exposition, subject to 
such regulations for the security of the revenue and for the collection 
of import duties as the Secretary of the Treasury shall prescribe. 


© 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 6304] 


The Committee on Finance, to whom was referred the bill (H. R. 
6304) to make permanent the existing privilege of free importation of 
gifts from members of the Armed Forces of the United States on duty 
abroad, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 

AMENDMENTS 


H. R. 6304 as passed by the House would have made permanént 
the present temporary. privilege accorded to servicemen stationed 
abroad to send to the United States bona fide gifts not exceeding $50 
in value. The present temporary privilege is scheduled to expire 
June 30, 1957. The Finance Committee amended the bill to extend 
the privilege for a period of 2 years, or until July 1, 1959, 


GENERAL STATEMENT 


The act of December 5, 1942 (Public Law 790, 77th Cong., 56 Stat. 
1041), allowed, until the expiration of 6 months after the termination 
of hostilities as determined by proclamation of the President, the 
entry, free of customs duties or internal revenue import taxes, of so 
much of any shipment as did not exceed $50 in value if there were 
filed in connection with the entry satisfactory evidence that the 
articles were bona fide gifts from a member of the Armed Forces of 
the United States on duty outside the continental limits of the United 
States. Public Law 384 of the 80th Congress extended the period 
for free entry through June 30, 1949, and also amended the law by 
restricting the privileges so as to deny free entry on or after Septem- 
ber 1, 1947, sales the article is purchased “in or through authorized 
agencies of the Armed Forces of the United States or in accordance 
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with regulations prescribed by the major geographical commands of 
the United States Armed Forces.” 

Public Law 241 of the 81st Congress again extended the period for 
free entry through June 30, 1951. 

Public Law 1 of the 82d Congress again extended the period for 
free entry through June 30, 1953. 

Public Law 19 of the 83d Congress extended the period for free 
entry through June 30, 1955. 

Public Law 190 of the 84th Congress extended the period for free 
entry through June 30, 1957. 

Under H. R. 6304 as reported the existing free entry privilege would 
be extended for 2 years, except that in addition to the limit of $50 on 
each shipment the privilege of free entry for alcoholic beverages and 
tobacco would be subject to such further limitation as the Secretary 
of the Treasury may prescribe. The further limitation prescribed by 
the Secretary of the Treasury could be on the basis of the quantity or 
value of such products in each shipment, on the basis of the quantity 
or value of such products shipped by or to any person during any 
period, or on any other appropriate basis. 

In urging the enactment of this legislation, the Finance Committee 
realizes that a very definite morale factor is involved. It is important 
to servicemen on overseas duty that they be able to send small gifts 
to families and friends. It appears that members of the Armed Forces 
of the United States will continue to be stationed in many parts of 
the world at least for the period of the privileges extended by this bill. 

On the other hand, it is important that Congress retain control of 
import regulations. Abuses can occur and nothing is lost by the 
Congress reviewing occasionally the operation of this special legisla- 
tion. In fact, the temporary nature of the free importation privilege 
may serve as a restraint on those who might be tempted to commer- 
cialize and profit by evading the real intent of the bill. 

The committee urges that the bill as amended do pass. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


Act or DecemBer 5, 1942, as AMENDED 
(U. S. C., title 50 App., secs. 846 and 847) 


AN ACT To accord free entry to bona fide gifts from members of the armed forces 
of the United States on duty abroad 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That under such regulations 
as the Secretary of the Treasury shall prescribe so much of any ship- 
ment as does not exceed $50 in [value shall] value, with such further 
limitation on the importation of alcoholic beverages and tobacco products 
as the Secretary may prescribe, shall be admitted into the United States 
or its Territories or possessions or the Commonwealth of Puerto Rico 
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free of all customs duties, charges, or exactions, or internal-revenue 
taxes imposed upon or by reason of importation, if there is filed in 
connection with the entry satisfactory evidence that the articles for 
which free entry is claimed were purchased in or through authorized 
agencies of the [armed forces] Armed Forces of the United States or 
in accordance with regulations prescribed by the major geographical 
commands of the United States [armed forces] Armed Forces, and 
are bona fide gifts from a member of the [armed forces] Armed Forces 
of the United States on duty outside the continental limits of the 
United States. 

Sec. 2. This Act shall be effective with respect to articles entered 
for consumption or withdrawn from warehouse for consumption on or 
after the day following the date of its enactment and before [July 1, 
1957.] July 1, 1959. 

O 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. J. Res. 126] 


The Committee on Finance, to whom was referred the joint resolu- 
tion (H. J. Res. 126) to permit articles imported from foreign countries 
for the purpose of exhibition at the Washington State Sixth Inter- 
national Trade Fair, Seattle, Was., to be admitted without payment 
of tariff, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the joint 
resolution do pass, 

PURPOSE 


The purpose of House Joint Resolution 126 is to permit the entry, 
free of duty, of articles imported for exhibition at the Washington 
State Sixth International Trade Fair to be held at Seattle, Wash. 


GENERAL STATEMENT 


This joint resolution follows the pattern of previous legislation 
enacted by the Congress in connection with various international 
exhibitions, expositions, and fairs held in the United States, including 
that of Public Law 462, 84th Congress, which provided for the entry, 
free of duty, of articles for the purpose of exhibition at the Washington 
State Fifth International Trade Fair, Seattle, Wash. 

It has long been the policy of Congress to facilitate participation 
of foreign countries in international expositions held in the United 
States by permitting articles intended for display at these expositions 
to be entered free of import duties and charges under safeguarding 
regulations of the Secretary of the Treasury. 

The Washington State Sixth International Trade Fair is to be 
held at Seattle, Wash., from May 17, 1957, to May 26, 1957, inclusive, 
by the International Trade Fair, Inc. This corporation, in the inter- 
est of greater international collaboration in the interchange of newly 
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developed products, will assemble a number of products from the 
Far East for the purpose of educating the American people concerning 
these items. 

The joint resolution provides that the imported articles shall not 
be subject to marking requirements of the general tariff laws except 
when such articles are withdrawn for consumption or use in the 
United States. Articles so admitted may be lawfully sold at any 
time during or within 3 months after the close of the trade fair, 
subject to such regulations for the security of the revenue and for the 
collection of import duties as the Secretary of the Treasury shall 
prescribe, 


O 
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LETTER OF TRANSMITTAL 





Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
February 4, 1957. 
Hon. J. W. Fuupricur, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Senator Futsricut: Transmitted herewith is a report re- 
viewing the military housing programs in which the Federal Govern- 
ment is now involved. 

During the past several years, a number of very significant events 
affecting the supply and production of housing for the military have 
occurred. As you know, the Wherry Act program is now completed 
so far as new production is concerned and has been supplanted by a 
new title VIII in the National Housing Act originally sponsored by 
Senator Capehart. A Supreme Court decision has affected the ability 
of communities to tax Wherry Act projects and a statute enacted in 
1956 required the Federal Government, under certain conditions, to 
purchase these projects. 

Thus, we have one program of producing new military housing 
units and another program designed to acquire existing projects 
through negotiation or condemnation, 

In addition, housing for the military is being supplied through ap- 
propriated funds, a fact which led to some discussion last year as to 
the relative merits of appropriated housing versus housing obtained 
through other programs. Some Members of Congress strongly sup- 
port the appropriated-fund method as being cheaper and more desir- 
able. There are also other programs which have either been designed 
for or used by the military to house service personnel and essential 
workers. In view of the growing complexity of the programs de- 
signed to assist the military in procuring adequate housing, I thought 
it advisable to review the various programs now underway in order 
to provide a better understanding of the Government’s effort in the 
field of military housing. It is my hope that the information con- 
tained in this report will be of some assistance to the committee in 
its consideration of further amendments to these programs. 

I wish to acknowledge the assistance and cooperation of the Gov- 
ernment departmenis, including the Department of Defense, the 
FHA, and the General Accounting Office, which made their facilities 
available in the preparation of this report. 

Sincerely, 
JOHN SPARKMAN. 
. 
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REVIEW OF MILITARY HOUSING PROGRAMS 
ApRIL 12, 1957.—Ordered to be printed 


Mr. SparkKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 





REVIEW OF MILITARY HOUSING PROGRAMS 
PART I. INTRODUCTION 


Prior to World War II our small peacetime Military Establishment 
consisted of units stationed in long-established permanent posts. 
Generally, there were sufficient family quarters onstation to accom- 
modate the married officers and married senior grade noncoms. 
Because of the stability of deployment, private housing could be relied 
upon to take care of a large segment of the need, especially at installa- 
tions located adjacent to metropolitan communities. 

The greatly expanded Armed Forces of today present a totally 
different picture. Test stations for modern weapons have been built 
in the deserts, miles from any habitation. Enormous airfields with 
thousands of airmen have been built adjacent to tiny communities. 
And, most important, an increasing number of our soldiers, sailors, 
and airmen are married. 

Assistant Secretary of the Navy Pratt recently summarized the situa- 
tion by saying that today we have a ‘‘married Navy.” In the late 
1920’s, one out of four career petty officers were married. Today, 
3 out of 4 of these noncommissioned officers are married. Before 
World War II, Navy junior officers married at the average age of 26. 
Now, the average age at which these officers marry is 22, usually upon 
graduation from college or the Naval Academy. 

The militarv departments are placing emphasis upon retaining as 
many as possible of the young officers and enlisted men on a career 
basis, after they have completed their required tours of military serv- 
ice. It is impossible to operate our complex modern war machines 
without highlv qualified, experienced personnel and after 2 years of 
compulsory military service a young man is just beginning to acquire 
the skills which make him valuable to the military. Unless a reason- 
able percentage of these young men can be persuaded to remain in 
uniform on a voluntary basis, the services are losing a costly invest- 
ment in trained men. Estimates of the cost to the services of such 
training range from $14,000 for enlisted men to $41,000 for officers. 

The one factor most frequently cited for failure of officers and en- 
listed men to remain in uniform is lack of adequate family housing. 
This point was recently emphasized by Gen. Curtis LeMay in his 
statements before the Senate Banking and Currency Committee. 
General LeMay stated that the Air Force is not attracting the type 
of people required and is not retaining for a sufficient period of time 
those who are initially attracted. He further stated that, in the 
Stratezic Air Command alone, a total of 111,848 airmen will have 
been lost during the 4 years ending June 30, 1956, through failure to 
reenlist. He indicated that of five factors found to be of major 
influence in decisions to leave the service, the lack of adequate housing 
was the most important. 

Suggestions have been made that in overseas areas, at least, it might 
be possible to cut down on housing requirements by restricting 
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dependent travel. The services resist such suggestions. The Air 
Force, for example, points out that its personnel spend approximately 
50 percent of their time on overseas assignments. Out of a 20-year 
career that would mean that an airman would have to face separation 
from his family for a total of 10 years. In time of war it is expected 
that military personnel on active duty will be prepared to undergo 
such hardships as military action might require, but in peacetime 
they expect the right to be with their families as much as possible 
and the right to ade quate living conditions for these families. Failure 
to provide adequate housing will mean continued loss of trained 
personnel, added expense and loss of efficiency in the armed services. 

During World War II it was impossible to do much about the 
problem of adequate homes for military dependents. The unwhole- 
some situation which was inherent under the stress of actual war was 
accepted as something which had to be endured for the time being, 
with the hope and expectation that once the war was ended the size 
of the problem would diminish in proportion to the reduction in 
armed personnel. It is true that efforts were made to supply family 
housing, but the type of construction was of necessity largely tempo- 
rary in character and the quantity inadequate. 

Following the cessation of hostilities, the problem of a long-range 
solution was complicated by two factors: (1) uncertainty as to 
military force levels; and (2) the positioning of planned military 
forces. The Korean war, followed by tension in international affairs, 
compelled maintenance of peacetime military establishments creatly 
in excess of anything contemplated at the end of World War II. 
Until the enactment of Public Law 211, 81st Congress, which added 
title VIII to the National Housing Act, the only means of financing 
the construction of permanent family housing for military use was 
the direct appropriation of funds for that purpose by the Congress. 

The title VIII program (Wherry housing) and the appropriated fund 
authorization, together with authorization for trailers and temporary 
housing under title IIT of Public Law 139, 82d Congress, provided the 
bulk of new housing available to the military. Use of antiquated 
public quarters, substandard temporary facilities, and converted 
barracks was continued. A certain amount of private construction 
in civilian communities, largely stimulated by the mortgage-insurance 
provisions of title [X of the National Housing Act, assisted in meeting 
military requirements in certain areas of expanded defense activity 
during the Korean conflict. 

Public Law 345, 84th Congress, created a new title VIIT (Capehart 
housing) program to take the place of the old title VITI (Wherry hous- 
ing) amendment. Under this new program, family housing can also 
be constructed with private capital secured by an FHA-insured 
mortgage. 

Thus, since 1949, amendments to the National Housing Act have 
made it possible to construct a large portion of military family housing 
and housing available for military personnel and civilian employees 
of the military departments by means of the investment of private 
capital. 

The follow:ng summary indicates the extent of FHA participation 
in the military family housing program since 1949. 
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Number of 

units 
Tithe VILL, Patiio Law 311,;‘6iet Comes 80035 Ss. St eee 85, 703 
Tite TA. UD. DOW. G0), Sal. COD Sic So whic mnt inc a mee 63, 000 
Title VIII, Public Law 345, 84th Cong, *.- 5 Ser ee 79, 131 
NN hada t- dsaieh vid hells nut eatin ae eee 227, 834 
Reecpeneee’ fad housing 4 yon 5 bck dep ooh dedeesnedouuannen 49, 424 
Total. 2.06. Jew scl iiwn dep beses we ah ae eee 277, 258 


1 Wherry housing actually constructed or under construction. 

2 HHFEA programed 110,000 units under title [X, of which 63,000 units were programed for military areas. 
A total of 74,130 units were insured by FHA under title IX. It isnot known what portion of the 63,000 units 
programed were actually built. 

3 A total of 79,131 units of new Capehart housing had been approved at October 10, 1956, by FHA and the 
Department ah ene. At the present time only a small increment of the first project under construction 
has been completed. 

4 The total of 49,424 units have been authorized during fiscal years 1949 to 1957 and includes continental 
United States and overseas installations. Source: Assistant Secretary of Defense Properties and 
Installations. 


In addition to the military housing programs under title VIII and 
title IX as summarized above, the National Housing Act was also 
amended in order to provide private housing for servicemen at at- 
tractive loan-to-value ratio. Public Law 560, 83d Congress, added 
section 222 to title II of the National Housing Act to make this 
possible. 

In 1956, the Congress passed Public Law 574, 84th Congress, amend- 
ing title VIII in order to assist in the provision of housing for essential 
civilian employees of the Armed Forces. 

The following parts of this report describe each of the several pro- 
grams referred to in the preceding paragraphs. The data on ap- 
propriated fund housing was prepared by the office of the assistant 
secretary of defense (Properties and Installations). 





PART II. APPROPRIATED FUND HOUSING! 


Complements other programs 


An estimated 15,000 units of public quarters were built by the Segre 
with appropriated funds prior to World War II. The Navy’s pre- 
World War II supply of public quarters was even smaller than the 
Army’s. Supplemented by the plentiful supply of private housing, 
these quarters were adequate to accommodate the small percentage 
of married men who served in the Armed Forces of the 1930’s, but-at no 
time during or since World War II have they met more than a small 
fraction of the expanded housing need. 

Nor has it been possible to meet that need through construction of 
new public quarters with appropriated funds. Budgetary limitations 
have prevented a large-scale program of Government expenditure for 
military family housing. Construction of new housing with appro- 
priated funds came virtually to a halt in the immediate postwar 
period, partly as the result of the uncertainty of the Nation’s long- 
range military plans, partly because of the existence of large numbers 
of temporary World War II housing assets. Most of the funds which 
Congress did appropriate in this period were used to convert these 
temporary rental units into adequate public quarters. In 1947, for 
example, Congress appropriated funds for 8,625 units for the Army, 
but all were either temporary “shell” type structures or conversions. 
In 1948 the Army received no housing appropriation at all. In 1949 
appropriations were sufficient for 1,429 units.’ 

The passage of the Defense Department housing bill in 1954 
(Public Law 765, 83d Cong.) marked the beginning of an appropriated 
fund program of major significance. This legislation authorized 11,967 
family units in fiscal year 1955, but appropriations were made for 
only 40 percent of the authorization. In the following year appro- 
priations were granted for most of the unfunded portion of the fiscal 
year 1955 program as well as for the fiscal year 1956 authorization 
of 16,582 units contained in Public Law 161, 84th Congress, but 
construction continued to fall short of authorization while projects 
were reviewed to see if they could more suitably be developed under 
the newly passed title VIII (Capehart housing) program. In 1956 
an additional 3,790 units were authorized in Public Law 968, 84th 
Congress, making a total of 32,339 for fiscal years 1955, 1956, and 
1957. Of these, 30,957 units have been funded with appropriations 
totaling $486,187,300. 

The following table summarizes the ee of the appropriated 
fund program by services as of September 12, 1956: 


| Number of units 
Program and stage of development 


| Total Army Navy Air Force 


I I OIE oi osc cetecdutitcimcndncdndwnctccbonds 30, 957 10, 121 4, 796 16, 040 
I ig a re 14, 806 6, 232 3, 707 4, 867 
eaer CONICS GA COMING oo oie eine ccnccccosccscctowese 11, 269 5, 376 2,914 2, 979 


1 Appropriated fund housing is the responsibility of the Armed Services Committee in the Senate. It is 
referred to in this report only for the purpose of presenting a description of all programs which provide housing 
for the military. 

3 Chief of Engineers, U. 8. Army, Statement on Authorizing Legislation, 1950. 


4 








REVIEW OF MILITARY HOUSING PROGRAMS 5 


Appropriated fund housing, although less pegniticens quantitatively 
than the title VIII programs, has been essential to the Defense Depart- 
ment’s comprehensive plan for reducing the military housing deficit. 
It has provided a flexible source of new construction both in the United 
States and overseas, wherever any of the other special programs is 
impracticable. In the United States, for example, it meets the need 
for small projects (less than 20 units), where it is felt that a new title 
VIII project would not be feasible. It is useful in a few high-cost 
areas or in projects for upper officer grades where the $16,500 average 
mortgage limitation required under the new title VIII program cannot 
be met. Appropriated fund housing is necessary also where land 
tenure is not of sufficient duration to permit the 55-year lease required 
for a new title VIII project. 

It is evident that the title VIII and appropriated fund programs 
can be used to complement each other. Determination of the need for 
new title VIII or appropriated fund housing is based not on separate 
and independent reports, but on a single inventory of housing assets 
which is reported annually by base commanders following an on-the- 
spot housing survey. The following information is included in this 
inventory: 

Current and long-range personnel strengths, by officer, non- 
commissioned officer, enlisted grade, and civilian categories. 

Number of adequate housing units existing or under contract, 
by categories (public quarters, title VIII). 

Number of inadequate Government quarters, by categories, 

Number of adequate and inadequate private housing units. 

On the basis of these reports central housing offices in the three 
services, acting under guidance of the Office of the Secretary of De- 
fense, determines whether a housing need exists at an installation and 
if so, under which construction program it can most appropriately 
be met. 

The services’ appropriated fund housing requests, like requests 
under all other programs, are subject to review by the Office of the 
Secretary of Defense to assure that a long-range housing need has 
been established and that all adequate existing assets—private as well 
as public—have been taken into account. 

Following approval by the Office of the Secretary of Defense, the 
services’ requests are incorporated into the military public works 
authorization bill, which is sent to Congress annually as part of the 
Department of Defense legislative program and there referred to the 
Armed Services Committees of the Senate and House of Repre- 
sentatives. In hearings before these committees, representatives of 
the three services as well as the Office of the Secretary of Defense 
are called upon to justify the housing requests. 

Following passage of the authorizing legislation, additional testi- 
mony in justification of the housing program is presented to Appro- 
priations Committees of both the Senate and House. Thus, by the 
time funds are finally made available by Congress for expenditure, 
the housing programs of the services have undergone a review by 
both the Defense Department and the Congress. Furthermore, 
before construction begins, appropriated fund projects are scrutinized 
again by the Armed Services Committees in accordance with section 
419 of Public Law 968, 84th Congress, which provides that a contract 
for construction or acquisition of family housing cannot be awarded 
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unless the Secretary of Defense has submitted a full report of intent 
to award a contract to the Senate and House Armed Services Com- 
mittees and a period of 180 days has elapsed or the committees have 
advised in writing that there are no further questions with respect to 
the contract. 
Activity by services 

After the three military departments have been granted funds for 
their housing requests, they hire private architect-engineers to pre pare 
working plans and specifications. Design criteria and sample speci- 
fications for guidance of the architects and e1 igineers have been devel- 
oped by the Corps of Engineers in the Army and the Bureau of Yards 
and Docks in the Navy. The Air Force relies for a major portion of 
its housing construction on the Corps of Engineers, which receives 
general design directives on Air Force projects from the Office of the 
Assistant Chief of Staff for Installations. For the fiscal year 1955 
program only (the 11,967 units authorized in the Defense Department 
housing bill of 1954), the Office of the Secretary of Defense issued a 
set of suggested outline specifications and definitive drawings for the 
guidance of the services. 

Maximum areas of net floor space for military family housing as 
well as maximum costs per unit have been established by law. They 
are summarized in the following table: 


Type of quarters Cost limit Area limit 

Square feet 
General and flag officers kabud $20, 000 2, 100 
Colonels and Navy captains 18. 00 1. 610 
Lieutenant colonels, majors, commanders, and lieutenant commanders. - 16, 000 i; 100 
Warrant and company grade officers_. 14, 000 1 250 
Enlisted men_. 12, 000 1. O80 


After architect-engineers have prepared plans according to the cri- 
teria contained in statutes and in service directives, invitations for bids 
are issued and an award is made to the lowest acceptable bidder. 
(Representing an exception to the general rule of construction by pri- 
vate contractors are several hundred units of the Navy’s overseas 
housing which have been built by its own Construction Battalion.) 
Inspection is performed by the services themselves if the Bureau of 
Yards and Docks or the Corps of Engineers is administering the con- 
tract. In the case of housing construction for which the Air Force is 
solely responsible, inspection is performed by the private architect- 
engineer. Average cost of appropriated fund housing, based on 1,600 
contracts recently awarded by the Army, has been computed at 
$16,000 per unit. This figure includes costs of the house and of 
improvements to a line extending 5 feet beyond the house; it does not 
include the cost of on-site improvements and utilities nor the cost of 
off-site utilities. 


Maintenance costs 

The cost systems of the military departments have not in the past 
provided for reporting costs of family-housing maintenance apart from 
other departmental real-property maintenance and operation activities. 
However, an indication of expenditure for family-housing maintenance 
is provided by data recorded for a limited number of units at specific 
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installations. On the basis of this data, the Office of the Secretary of 
Defense has estimated that a reasonable average for the maintenance 
and operation of public quarters would be $360 per year per family 
unit. 


Comparison of title VIII and appropriated fund housing 

It is the belief of the Department of Defense that appropriated fund 
construction, because its long-range cost to the Government is lower 
than that of title VITI housing, would be the best means of reducing 
the family housing deficit. A summary comparing the costs of appro- 
priated fund, Capehart, and Wherry housing is attached as 
appendix, page 51. 

However the inherent budgetary limitations of the appropriated 
fund method have made necessary the use of private capital for 
military housing construction through the title VIII programs. The 
fundamental advantage of these programs over appropriated fund 
construction is that only they provide a realistic means of sub- 
stantially reducing the housing deficit which has plagued the Armed 
Forces ever since World War Il. The old title VIII program (Wherry 
housing) with its total of 83,000 units has to date been the most 
productive attack on the housing problem, but now the new title 
VIII (Capehart housing) program with a 150,000-unit potential 
promises to surpass its predecessor both in quantity and quality of 
new housing. 

Furthermore, the Capehart housing program has certain advantages 
which the Wherry housing program lacked and which make it more 
nearly comparable in usefulness to the appropriated fund method. 
Whereas Wherry housing because it was-privately operated had to 
be occupied on a voluntar y basis, Capehart housing will be ope rated 
as public quarters and, like housing built with appropriated funds, 

can be assigned to military personnel. Whereas Wherry projects 
could be built only at installations er as permanent com- 
ponents of the Military Establishment, Capehart housing like appro- 
priated fund housing, can be constructed at any installation, where 
there is a foreseeable long-range requirement. 

One relative advantage which the new title VIIT housing has over 
appropriated fund construction, in addition to the basic advantage of 
financial feasibility, is the speed with which it can be provided. 
Under the title VIII program there is no necessity for the 7-month 
period of congressional hearings and legislation which annually must 
provide the basic authority for the construction of appropriated fund 
housing. Title VIII projects can be programed independently of the 
annual budget ¢ vele. 

On the other hand, advantages of the appropriated fund method 
are that (1)-it can be used for projects of very limited size; (2) it does 
not carry a unit average cost limitation on each project, as does the 
new title VIII program; and (3) it can be used anywhere in the world. 
Programs in foreign countries 

The need for family housing follows United States forces wherever 
they may be stationed overseas, but in no foreign country has the 
indigenous housing supply been sufficient to care for American military 
personnel. Indeed, in some isolated posts there exists no private 
housing at all. As a result, overseas assignments have often meant 
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that men must be separated from their families for several months to 
a year while they wait for housing to become available. 

The method of FHA-insured mortgage financing which has provided 
housing under the title VIII programs cannot be used outside the 
United States, its Territories and possessions. Other programs have 
had to be specially planned to develop new housing in foreign countries, 
where it is necessary either to stimulate investment of scarce local 
a in housing or to obtain local currencies for use by the United 

tates. 


Rental guaranty plan 


In 1952, Public Law 534 of the 82d Congress authorized the Depart- 
ment of Defense to stimulate construction of housing for military 
use in foreign countries by guaranteeing builders a specified level of 
rental income. 

The housing must be located within a specified distance of an 
American military installation and the rental schedule adjusted to the 
allowances paid to military personnel. The United States guarantees 
to the builder 95 percent occupancy for a period usually set at 5 
years but sometimes extending to 10 years in isolated areas where 
there is little prospect of use by native populations. 

Under this plan foreign investors are able to amortize a substantial 
proportion of their investment—perhaps 35 to 60 percent—during the 
guaranty period, while United States personnel benefit from the pro- 
vision of reasonably priced accommodations. Ultimately the housing 
will be utilized by local populations. 

The rental guaranty plan has been used in France, Morocco and 
Spain. It is now being supplanted by the surplus-commodity program, 


Surplus commodity housing 


Foreign currencies made available through the exchange of surplus 
agricultural commodities provide today the most advantageous means 
of financing overseas housing. 

Authority for the program was granted initially in title I of Public 
Law 480, 83d Congress, which made possible the sale of surplus com- 
modities for foreign currencies, and Public Law 765, 83d Congress, 
which permitted the Department of Defense to build housing with the 
currency thus made available. The first contracts under this pro- 
gram—for 1,500 units in England—were signed in January and 
February 1956, following the exchange of $15 million worth of surplus 
tobacco for sterling. A second sale of $12 million in tobacco has since 
been negotiated with England. This program also has been used in 
Japan. 

The usefulness of title I of Public Law 480 is limited, however, in 
that it grants authority only for commodity sales directly to another 
country. It cannot provide a source of local currency in countries 
which do not desire to purchase surplus commodities. Among these 
countries is France, where a major portion of the United States 
overseas housing need is concentrated. 

To overcome this handicap, Congress in 1955 granted to the Depart- 
ment of Defense authority to construct housing with currencies gen- 
erated through any transaction of the Commodity Credit Corpora- 
tion, which handles the disposal of surplus commodities. This made 
possible the development of a flexible new program which will make 
available the necessary foreign currency without requiring a com- 
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modity exchange with the country in which the housing is to be 
built. 

The Department of Defense and the CCC, acting under its general 
authority to conduct commodity transactions, will execute a contract 
with a “joint venture’ consisting of a foreign builder and a United 
States commodity dealer. 

The builder will provide the land and construct the housing, receiv- 
ing payment from the military department in certificates of satisfac- 
tory progress. The dealer will take shipments of agricultural prod- 
ucts from the CCC and sell them in the world market for foreign 
currencies convertible into the currency of the country where the 
housing is being built. The local currency will then be turned over 
to the builder in exchange for his certificates, which will be delivered 
to the CCC in payment for the surplus commodities. 

The Department of Defense reimburses the CCC for its commodity 
shipments out of appropriations for quarters allowances. It has been 
authorized to spend $250 million for surplus-commodity housing and 
related facilities. 

Statistical data * 


The following summaries are attached as appendix, page 52. 
(1) Authorization and construction of military family housing 
with appropriated funds, fiscal years 1949-57. 
(2) Family housing requirements, assets and deficif for per- 
sonnel in the Armed Forces. 
(3) Status of development progress in currently active military 
family-housing program. 


*Supplied by Family Housing Division, OASD (pt. 1). 








PART III. MILITARY HOUSING (WHERRY ACT) 


The Wherry Act housing program was originally designed to provide 
needed housing for military personnel through recourse to private 
financing. From the date of enactment, August 8, 1949, to date of 
expiration, June 30, 1956, the FHA insured or issue d commitments to 
insure 275 projects containing 85,703 dwelling units. This total 
includes 4 AEC projects containing 2,000 dwelling units. 

The bulk of these projects (251 with 79,385 units) received FHA 
commitments prior to June 30, 1953; from that date the program 
declined rapidly in size and interest. However, in 1955 and 1956, 
certain events occurred which revived congressional interest in an 
expiring program, These events were: 

1. Enactment of a new title VIII (Capehart housing) which 
provided military housing under a new formula and in certain 
areas created competition for existing Wherry projects. 

A Supreme Court decision (Offut Housing Company v. 
County of Sarpy) which upheld the right of local officials to tax 
Wherry projects, thereby creating a new financial burden for 
Wherry sponsors. 

The enactment of Federal legislation affirming local au- 
thority to tax Wherry projects but limiting the extent of this 
a 

. The enactment of Federal legislation authorizing the mili- 
tary services to acquire existing Wherry projects and requiring 
the military services to acquire existing Wherry projects if a 
new a. VIII (Capehart) project is erec ted in the same area. 

The actions taken by the FHA to proceed against Wherry 
owners to recover ‘‘windfall” profits in the same way that action 
is being taken against ‘608’ owners. 

It is felt that a brief review of the Wherry Act program, its achieve- 
ments and the special problems which are the result of recent events 
would be of ms ate rial assistance to the Congress in any future deliber- 
ations and would contribute to public understanding of the program. 
History of the Whe rry Act 

Title VIII, generally referred to as the Wherry amendment, was 
added to the National Housing Act by Public Law 211, 81st Congress, 
approved August 8, 1949. The objective of this amendment was to 
furnish low-cost military housing, built by private enterprise through 
the medium of Government-insured mortgages. Prior to final enact- 
ment of this amendment, there was little controversy over the need 
for such housing. ‘Testimony was virtually unanimous that the hous- 
ing had to be furnished as quickly as possible either with Government- 
insured mortgages or with appropriated funds. The consensus clearly 
indicated that the former method was preferable from the standpoint 
of obtaining the needed housing more quickly and economically, to- 
gether with the fact that it would encourage private enterprise build- 
ing. There was, however, considerable controversy as to the precise 
terms of the statute. 


10 
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During the consideration of this legislation, Senator Wherry made 
the following comments: 


Let me point out that the primary purpose of this legis- 
lation is not to help the builder or the mortgage banker or to 
give employment to the unemployed, or to beautify a city 
or to eliminate a slum, although in many cases it does all 
those things. Its principal purpose is to provide housing for 
the enlisted man, the officer, and the civilian personnel 
assigned to military bases who have no choice in which town 
or near which town they may live. That is the complete 
purpose of this bill. 

There are eines requisites that must be provided in this 
legislation if it is to be successful: The program must be 
attractive to the builder or else you will get no construction; 
it must be attractive to the mortgage banker who supplies 
the money; the project must be made attractive to the 
Federal Housing Authority to enable it to set rental prices 
within the reach of families in the lower income brackets as 
well as in the higher brackets. You have to meet these 
three requisites. 


The original bill contained a provision authorizing FHA mortgages 
up to 100 percent of the Commissioner’s estimate of replacement cost. 
Testimony indicated that unless liberal provisions were contained in 
the leg islation, builders would be reluctant to take the nec essary 
financial risks and large amounts of housing could not be provided in 
a relatively short period of time. 

Testimony by the Administrator of HHFA appeared to indicate that 
he recognized the possibility of windfall profits to Wherry housing 
Sponsors. 


There is no system of cost certification that has ever been 
devised, and I think we have as good a one in the FHA as has 
been devised for those particular purposes, by which anybody 

can be exactly sure in advance what it is going to cost a given 
builder to build a given project yet to be construc ted. In the 
first place, to operate as the HFA must you have to arrive at 
what is called typical cost. Otherwise you would have an 
utterly unending and impossible task of making the advance 
commitments which are essential to the operation. Nobody 
will contend that it is possible to exactly determine what the 
costs are in advance. 

Now then, if you set a 90-percent limit which we have in 
our basic legislation which this bill adapts, we know and 
everyone who is realistic knows, that 90 percent is only the 
best estimate the Administrator, with a lot of expert help and 
constant gathering of data, can arrive at. In a time of rising 
costs the probability is that the cost finally experienced will 
be greater than was estimated in the first place. You can 

take care of a builder in that situation so long as you do not 

exceed the dollar ceilings of the law, because under our sys- 
tem you can reestimate and make further allowances on mort- 
gage amounts for completion. 

But in a time of falling costs, which we have at present and 
will probably continue for at least the period you are pro- 

85611—57 2 
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posing for the bill, when you estimate 90 percent you may well 
be at 95 percent of the actual cost, but we have not yet 
devised a way to adjust downward. 


The Congress noted the reservations of the Administrator and 
finally approved legislation which authorized FHA insurance of 
Wherry Act mortgages up to 90 percent of replacement cost. 

As finally enacted, title VIII created a military housing insurance 
fund in the FHA and authorized the Commissioner to insure mort- 
gages, including advances on such mortgages during construction, and 
to make commitments to insure such mortgages prior to the date of 
their execution or disbursement. ‘To be eligible for insurance under 
title VIII, a mortgage was required to meet the following basic 
conditions: 

1. The mortgaged property must be held by a mortgagor 
approved by the FHA Commissioner. 

The mortgaged property must be designed for residential 
use by civilian or military personnel assigned to duty at the 
installation at or in the area in which the property is to be con- 
structed. The mortgage could not be insured under title VIII 
unless the Secretary of Defense certified to the Commissioner 
that the housing was necessary to provide adequate housing, 
that the installation was deemed to be a permanent part of the 
Military Establishment, and that there was no present intention 
to substantially curtail activities at the installation. 

The mortgage could not exceed: 

(a) $5,000,000; and 

(6) 90 percent of the amount which the Commissioner 
estimated to be the replacement cost of the property 
or project when the proposed improvements were 
completed. 

4. The mortgage could not exceed $8,100 per family unit for 
such part of the property attributable to dwelling use, except 
under certain conditions the mortgage could be an amount not 
in excess of $9,000. 

Section 810 was added to title VIII by the Defense Housing and 
Community Facilities and Services Act of 1951, Public Law 139, 
82d Congress. This section provided that the provisions for mortgage 
insurance under title VIII were to be extended to include property 
or projects for Atomic Energy Commission personnel under the same 
conditions as mortgage insurance for military installation projects. 

Public Law 139 also provided that the Commissioner could, by 
regulation, increase the $8,100 limitation by an amount not exceeding 
$900 in any geographical area where he found that cost levels so 
required. 

In 1953 an “anti-windfall” provision was added to title VIII by 
requiring certification of actual cost. Public Law 94, 83d Congress, 
approved June 30, 1953, added the following paragraph to section 
803 (b): 


The mortgagor shall agree (i) to certify, upon completion 
of the physical improvements on the mortgaged property or 
project and prior to final endorsement of the mortgage, 


2K & ute ve te = 
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either (a) that the amount of the actual cost to the mortgagor 
of said physical improvements (exclusive of off-site public 
utilities and streets and of organization and legal expenses) 
equaled or exceeded the proceeds of the mortgage loan or 
(b) the amount by which the proceeds of the mortgage loan 
exceeded the actual cost to the mortgagor of said physical 
improvements (exclusive of off-site public utilities and streets 
and of organization and legal expenses) as the case may be, 
and (ii) to pay, within sixty days after such certification, to 
the mortgagee, for application to the reduction of the prin- 
cipal obligation of such mortgage, the amount, if any, so 
certified to be in excess of such actual cost. The Commis- 
sioner shall construe the term “actual cost” in such a manner 
as to reduce same by the amount of any kickbacks, rebates, 
and normal trade discounts received in connection with the 
construction of the said physical improvements, and to 
include only the actual amounts paid for labor and materials 
and necessary services in connection therewith. 


This amendment was indicative of congressional concern ‘over 
windfall profits and was intended to restrict the FHA insured mortgage 
to an amount not in excess of 100 percent of actual cost of the project. 
Public Law 94 also increased the interest on title VIII mortgages 
from 4 percent per annum to 4% percent per annum. 

Public Law 560, 83d Congress, approved August 2, 1954, provided 
a further safety against windfall profits. Title VIII was amended by 
adding a provision that restricted the FHA-insured mortgage to an 
amount not in excess of 90 percent of the actual cost of the project. 

Public Law 345, 84th Congress, approved August 11, 1955, in- 
creased the maximum dollar amount of each mortgage from $5 million 
to $12.5 million. Public Law 345 also provided that all of the pro- 
visions of title VIII in effect prior to the enactment of the new title 
VIII provisions would be continued in full force with respect to all 
mortgages insured pursuant to a certification by the Secretary of 
Defense and a commitment to insure issued on or before June 30, 
1955, or pursuant to a certification by the Atomic Energy Commission 
made on or before June 30, 1956. 


Size of the program 


From August 8, 1949, the date Public Law 211 was approved, until 
the provisions of that amendment expired, 275 project mortgages 
were either insured or commitments to insure had been issued. These 
projects contain 85,703 units and the total mortgages insured and com- 
mitments outstanding amounted to $689,839,170. These totals 
include four projects, containing 2,000 units, constructed at AEC 
installations. The face amount of FHA mortgage insurance on these 
4 projects was $16,837,343. 

Prior to the passage of Public Law 94, approved June 30, 1953, 
which limited FHA-insured mortgages to an amount not in excess of 
actual cost of the project, 251 projects containing 79,385 dwelling 
units were either insured or committed to be insured for an aggregate 
amount of $639,539,770 (appendix, p. 53). 

After Public Law 94 became effective and prior to the enactment of 
Public Law 560, approved August 2, 1954, the following projects 
were either insured or committed to be insured: 
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Amount of 
Number of mortgage 
Project and location units insurance or 
commitments 
outstanding 


Army: 





Fort McClellan, Ala 140 $1, 134, 000 
Henry Barracks, P. R 74 631, 100 
Rossford Ordnance Depot, Ohio 28 296, 800 

Total . 242 1, 991, 900 

Nav} : 

Naval Submarine Base, Conn $50 3. 896, 800 
El Centro Naval Auxiliary Air Station, Calif 70 553, 000 
l'wenty-Nine Palms (MCTC), Calif 404 3 329, 500 
Monogram (NCS), Va ) 133, 500 
Northwest (NCS), Va 26 164. 000 
NAS Squantum, Mass 150 1, 307, 100 

Total ; 7 ay s 1, 210 8, 383, YOO 


Air Force: 


Nellis Air Force Base, Nev 100) 3, 418, 200 
Mountain Home Air Force Base, Idaho 500 4, 333, 500 
Perrin Air Force Base, Tex ‘. 300 2 254. 100 
Larson Air Force Base, Wash 200 1, 626, 300 
Lockbourne Air Force Base, Ohio : 00 4,175, 200 
Total 1, 900 15, 807, 300 
Atomic Energy Commission: Oak Ridge, Tenn 5OO 4, 050, OO 
Total 3 852 30, 233, 100 


After Public Law 560 was passed and until the expiration of the 
Wherry amendment, the following projects were either insured or 
committed to be insured: 


Amount o 

Number of mortgage 

Project and locatior unit insurance 0 
mitment 


utstanding 








Na 
New Orleans N il Station, La a0 729, 000 
Invokern (N 1 Ordnance ‘Tes i n), Calif {00 1, 909, 400 
Glenview (Naval Air Station), Ll 204 2, 054, 800 
Total ss 654 4, 693, 200 
Air For 
Pres pue Isle, Maine 192 1, ORS, 300 
Holl in Air Force Base, N. Mex 200 1, 684, SO 
Edwards Air Force Base, Calif Oo 990. O00 
Ram r Force Base, P. R $20 3. 570, O00 
Ss vy Air I i 1M », OZ, 
] 1.3 11,2 (M 
tal 1 40, OHH, SO 
rh : . 
Che above data may be summarized as follows: 
Units Amount of 
Number of mortgage 
Insured mortgage limitation projects insurance or 
Number Percent commitmen 
outstandin 
90 percent of FHA estimated replacement cost__ | 251 79, 385 92.7 | $639, 539, 770 
100 percent of actual cost 15 | 3, 852 | 4.5 30, 233, 100 
9) percent of actual cost_- | 9 2, 466 2.8 | 20, 066, 300 
Total... . 275 85, 703 100. 0 689, 839, L70 
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There was ample testimony before congressional committees between 
hetween 1949 and 1956 pointing to the critical need for military 
family housing. However, as indicated in the foregoing cobebedions 
after the Congress required sponsors to refund mortgage proceeds in 
excess of actual costs, the W herry housing program practically de- 
clined in volume. When a 10 percent equity was required by limiting 
the mortgage to 90 percent of actual cost, applications were received 
and commitments were issued for only 2,466 units. 


Present occupancy status 


One of the major problems that has always confronted the Wherry 
housing owners has been the actions of the military departments w ith 
respect to changes in personnel at military installations. When a 
base is deactivated or partially deactivated, the housing project suffers 
a loss of occupancy. Other changes at the installation, such as con- 
struction of appropriated fund housing or reassignment of personnel 
tend to reduce the level of occupancy of the project. 

Rent ceilings have been so set that 97 percent of full occupancy will 
provide sufficient income to pay operating and maintenance costs, 
provide replacement reserves and leave the owner about 6 percent 
profit. From this profit, the owner must pay the financing charges 
approximating 6% percent of the original mortgage prince ipal, This 
payment inc ludes the FHA insurance premium, interest, and amorti- 
zation of the mortgage principal. 

Owners generally consider a project with 95 percent or less of full 
occupancy bordering on the point of technical default, that is, it has 
insufficient income to provide for all operating and maintenance costs, 
replacement reserves and debt service charges. 

The most recent information available indicates that at September 1, 
1956, 28 projects, consisting of 14,899 units, or about 17.4 percent of 
all the Wherry housing units constructed, had less than 95 percent 
occupancy. The follow ing is a list of these projects: 


Project Number of | Units vacant| Percent 
units | occupied 
| 
Richland AEC, Richland, Wash ‘ 500 185 | 63.0 
Atlanta General Depot, Atlanta, Ga 125 | 45 | 64.0 
Hill Air Force Base, Ogden, Utah---- 350 | 120 | 65.7 
Naval Powder Factory, Indian Head, Md 379 | 122 | 67.8 
Wolters Air Force Base, Mineral Wells, Tex 506 147 70.6 
Olathe Naval Air Station, Olathe, Kans 196 54 | 72.4 
Green Cove Springs Naval Station, Green Cove Springs, Fla 101 | 74.2 
Sierra Ordnance Depot, Herlong, Calif ‘ 125 | 30 | 76.0 
Twentynine Palms, San Bernardino, Calif ; 493 75 | 84.7 
Oceana Naval Air Station, Norfolk, Va- | 554 | 76 | 86. 2 
Fort Knox, Fort Knox, Ky-~ ‘ 1,700 | 189 | 88.8 
Fort Sill, Lawton, Okla ; | 500 | 44 91.2 
Aberdeen Proving Ground, Aberdeen, Md 4 796 67 | 91.5 
Robins Air Foree Base, Warner-Robins, Ga... 500 41 | 91.8 
Fort Meade, Laurel, Md-. on de ee 788 | 63 | 92.0 
Nellis Air Force Base, Las Vegas, Nev- 5 801 | 59 | 92.6 
Annapolis Naval Academy, Annapolis, Md___.._---- yn 390 | 27 93.0 
Key West Naval Base, Key West, Fla_..- dil 1, 000 67 93.3 
Seott Air Force Base, Belleville, Il } 1, 000 | 66 | 93. 4 
Whidbey Island Naval Air Station, Whidbey Island, Wash- | 300 19 93. 6 
Randolph Air Force Base, San Antonio, Tex 612 | 38 93.7 
Fort Bragg, Fayetteville, N. C ; : : 2, 000 117 | 94.1 
Red River Arsenal, Texarkana, Tex phbee | 55 | 35 36. 0 
Naval Ammunition Depot, Martin County, Ind_--- sane 200 | 80 60.0 
Paducah AEC, Paducah, Ky ; Wiivave2setaucalbe 500 | 285 43.0 
Stockton Annex, Stockton, Calif. oe a csi Bec 43 | 7 84.0 
Deseret Chemical Depot, Tooele, Utah___- ee 26 | 23 | 12.0 
Henry Barracks, Guayama, P, R.....-...-..-.------------- .| 74 61 18.0 





| 


Total... arian, Me. cits dited La 14, 899 2, 243 | 85. 


o 
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FNMA participation 

Through September 30, 1956, FNMA had purchased 84 title VIII 
mortgages with unpaid balances aggregating $205,193,000. The 
following is a summary of FNMA title VIII activities through 
September 30, 1956: 


Activity | Number of | 








Amount 
| mortgages 
—_—--- —s- == — -—-- -—————__| — 
| 
I a Se unonincekeenien 122 | $297, 832,000 
ESS RS SE ee ree Ree ty ee aS ee Ieee 34 | 79, 935, 000 
MIR roo ete Sik Sl et sl elenkebkanasuceusatobesat 4 | 12, 704, 000 
I i ee ae ew hoe newt sni@ilnunel | 84 | 205, 193,000 
niece dln saakbiknboknedernecececedoet ponte Bia acentonaedla me ans 2, 9°3, 000 
ga eee ee oe hbk 5s beh beasedinnshtied te haan 26 | 74, 206, 000 
Other credits (foreclosures). .-----.-------------- ; ae af 4 11, 323, 000 
Portfolio 


MASE ERM CNRS One eCNSeS eo nasuEsiaiwacagunee iti eel 54} 116,711,000 





Status of FNM A-owned title VIII mortgages at Sept. 30, 1956 

















Number Percent | Amount | Percent 
amine - . —/| wince eens a — 
Number of mortgages in ” I tthe kh cases 54 ee f LIG CEE IUD leciieconne ‘ 
Mortgages current | 51 94. 45 112, 834, 000 | 96. 68 
Mortgages delinquent 3 | 5.55 | 3, 877, 000 | 3. 32 

Of ee ee peer | 2 | 3. 70 | 1,9°8, 000 | 1. 68 
a ee 1 | 1.85 | & 919, 000 1.64 
} | 





Defa ults and foreclosures 

The Wherry housing program generally has been a_ successful 
venture as far as the sponsors’ operations are concerned. As indi- 
cated by the following table, FHA has acquired only 3 projects and 
holds only 4 mortgages. 





j 


Number of | Amount of 

















units | mortgage 
Projects acquired by FHA (foreclosure): | 
AEC, Padueah, Ky- Se ee oes ee are eo 500 | $4, 050, 000 
Red River Arsenal, Tex. a oe , : 2 55 | 408. 100 
een Apennines Demet Be nn nn nan cnccceseccencces tai caer 200 | 1, 562, 600 
— ———————- --- | ————— 
Pi hia tana octe a on Ub oceans ache nnbnbinenueneeneinseandon 755 6, 020, 700 
|-—= ———— SSS 
Mortgages held by FHA (defaults): | 
Hill Air Force Base, Utah Spleen cote is apenln social ica eaac aie | 350 2, 791, 002 
I ss son cacercene ce inten prised cas ssa ls | 43 341, 760 
ee nn NE OD os ko. Seb annenaGnbaaibmclewetenenes 26 231, 600 
OR oh oe oe aie na eked awuamonwne ame 500 4, 382, 943 
NE int ack cede Padnnakeiesyawceresimoenuadcbsuseweecdsebins 919 7, 747. 305 
———— —SSS=sssz 
NE 6 etidomnomese Saat Eee ala thd went sk ookccbabepnandinlieasirescs sdeeahtnehsatinsbiebkatesi 1, 674 13, 768, 005 


It will be noted that FHA has acquired one project and holds the 
mortgage on another project constructed at AEC installations, aggre- 
gating 1,000 units, or 50 percent of the units built for AEC personnel. 


Enactment of a new title VIII 


While activity under the original title VIII (Wherry) program 
declined progressively following enactment of more restrictive mort- 
gage-insurance provisions in 1953 and 1954, the need for military 
housing did not abate. In 1955 renewed interest in providing addi- 
tional housing for the military resulted in the enactment of a new 
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title VIII (Capehart) program. A description of the provisions of 
this new program and its accomplishments to date are contained in 
part IV of this report. 


Taxation and assessments 


On May 28, 1956, the Supreme Court of the United States handed 
down a decision in the case of Offut Housing Co. v. County of Sarpy 
(appendix, p. 56) upholding the right of local taxing officials in the 
State of Nebraska to levy certain taxes against the lessee’s interest in 
a housing project built pursuant to the provisions of the old title VIIT 
(Wherry) program. 

Most Wherry projects are built on land leased to a private sponsor 
by the Federal Government through one of the military services. The 
lease generally runs for 75 years, after which the title to the improve- 
ments passes to the lessor. The FHA-insured mortgage runs about 
33 years, during which the sponsor utilizes income from the property 
to maintain and operate the project and amortize the mortgage. Rent 
levels are established by the FHA, taking into account the ability of 
military personnel to make such payments. Once the mortgage is 
completely amortized, it is possible to make reductions in the rents. 

Prior to approval of rent schedules on Wherry projects, steps were 
taken by the military and the FHA to determine whether these prop- 
erties would be subject to local taxation. While no real standard was 
established, in many jurisdictions they were not taxed; where doubt 
existed some provision was made for tax payments in full or in part or 
for payments to escrow. In many projects, however, no allowance 
for taxes is contained in the project income. 

Now that the Supreme Court has, in effect, ruled that these prop- 
erties are subject to local taxes, some provision must be made to meet 
the tax liability. It is claimed that tax assessments are in many 
instances exorbitant. One tax bill would add almost $30 per month 
per unit to operating costs. Sponsors maintain that present income is 
insufficient to meet the added tax burden and that the only solution is 
a rental increase. There is, however, no illusion over the effect of an 
unreasonable rental increase. Such an increase cannot in most in- 
stances be met by present occupants and will operate to reduce occu- 
pancy rates materially. As we have seen, vacancies in excess of 5 
percent can mean default and foreclosure and ultimate ownership of 
these properties by the FHA. 

The Wherry project at Loring Air Force Base, Maine, consists of 
1,500 units. Recently a rent increase of slightly more than 10 percent 
was approved by the FHA and the Air Force. This increase was 
granted to cover additional operating costs, not including local taxes. 
The tenants protested so strongly to the Air Force and FHA that 
the increase was deferred temporarily in order that the determination 
could be reviewed. A slight reduction was made in the final deter- 
mination and an increase of about 10 percent was approved to be 
effected November 1, 1956. An additional increase will be applied 
for in the near future if the local authorities levy assessments against 
the project. 

Another example of the problems facing the Wherry sponsors is in 
connection with the proposed tax assessment against the project at 
Westover Air Force Base, Mass. The sponsor anticipates an assess- 
ment by the city of Chicopee to be levied as of January 1, 1957 in 
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the approximate amount of $380,000. This amount would impose 
an additional operating cost of about $28 a month for each of the 
1,150 housing units. The sponsor has stated that as soon as the 
assessment is levied, his mortgagee will require a monthly escrow of 
funds in an amount that will provide for the payment of the tax on 
the due date. He has stated that the net income from rentals is not 
sufficient to provide such escrow funds and that either a rental increase 
must be forthcoming in an amount large enough to cover the assess- 
ment or he will be forced to default on his mortgage. Obviously, 
military personnel cannot pay an additional $28 per month and many 
will terminate their occupancy. 

In an effort to meet the problem created by the decision of the 
Supreme Court in the Offut case, the Congress inserted a provision 
in Public Law 1020, 84th Congress, the Housing Act of 1956. This 
provision reaffirms the right of States and local communities to tax 
the interests of the lessee in a Wherry project, but limits the amount 
of that tax by providing that such tax be reduced in an amount equal 
to payments in lieu of taxes made by the Federal Government and 
expenditures of the Federal Government for utilities, streets, ete., 
which serve the proje ct. 

Section 511 reads as follows: 


Section 408 of the Housing Amendments of 1955 is 
amended by adding at the end thereof the following: ‘“Noth- 
ing contained in the provis sions of title VIII of the National 
Housing Act in effect prior to August 11, 1955, or any related 
provision of law, shall be construed to exempt from State or 
local taxes or assessments the interest of a lessee from the 
Federal Government in or with respect to any property cov- 
ered by a mortgage insured under such provisions of title 
VIII: Provided, That, no such taxes or assessments (not paid 
or enc umbering such property or interest prior to June 15, 
1956) on the interest of such lessee shall exceed the amount 
of taxes or assessments on other similar property of similar 
value, less such amount as the Secretary of Defense or his 
designee determines to be equal to (1) any payments made 
by the Federal Government to the local taxing or other public 
agencies involved with respect to such property, plus (2) 
such amount as may be appropriate for any expenditures 
made by the Federal Government or the lessee for the pro- 
vision or maintenance of streets, sidewalks, curbs, gutters, 
sewers, lighting, snow removal or anv other services or facili- 
ties which are customarily provided by the State, county, 
city, or other local taxing authority with respect to such 
other similar property: And provided further, That the provi- 
sions of this section shall not apply to properties leased 
pursuant to the provisions of section 805 of the National 
Housing Act as amended on or after August 11, 1955, which 
properties shall be exempt from State or local taxes or 


assessments. 


The Banking and Currency Committee of the House of Repre- 
sentatives in reporting H. R. 11742 (Housing Act of 1956) made 
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the following statement with respect to taxation of Wherry Act 
leaseholds: 


The bill would clarify congressional intent with respect 
to the rights of local communities to tax the interests of 
mortgagors under the Wherry Act mortgage insurance 
program (title VIII of the National Housing Act prior to the 
Housing Amendments of 1955) who have leased the mortgaged 
property from the United States. Under this program 
rental housing was provided for military and civilian per- 
sonnel at or in areas adjacent to military installations. 
Most of this housing was built on land owned by the De »part- 
ment of Defense and leased to the mortgagor corporation. 
As of May 1, 1956, the FHA had insured mortgages on 272 
Wherry Act housing projects and the total of those mort- 
gages amounted to about $691 million. State and local 
taxes are paid on more than half of these projects, although 
the extent of the payments often vary because of local 
circumstances other that the tax rate or value of the property. 

Section 603 of the bill would expressly provide that nothing 
contained in title VIII or other law shall be construed to 
exempt from State or local taxes or assessments any right, 
title, or other interest of a lessee from the Federal Govern- 
ment with respect to any property covered by a mortgage 
insured under that title. However, the section would 
provide that any such taxes or assessments must be reduced 
(from the amount otherwise levied or charged) by such 
amount as the Federal Housing Commissioner determines 
to be equal to (1) any payments in lieu of taxes made by 
the Federal Government to the local taxing bodies with 
respect to the property plus (2) any expenditures made by 
the Federal Government for streets, utilities, and other 
services for or with respect to the property. For purpose of 
these deductions, initial capital expenditures by the Federal 
Government for the services referred to could be allocated 
over such period of years as the Commissioner determined 
to be appropriate. 

It would thus be made clear that States and communities, 
under adequate State tax statutes, would be able to obtain 
from Wherry Act projects taxes and assessments which, 
with payments and expenditures by the Federal Government 
for services in connection with the projects, would equal 
the taxes and assessments collected by the local taxing 
officials from other similar property. 

The need for a clarification of this matter has existed since 
the initiation of the Wherry Act program because of the 
doubtful validity and effectiveness of various tax statutes of 
the States as applied to the interests of the mortgagor corpo- 
rations where the projects are located on lands owned by the 
United States. The problem has involved the major consti- 
tutional question of the right of States to tax the mortgagor’s 
leasehold interest, and has been complicated by the large 
variety of statutes in the individual States which locs ul taxing 
officials have attempted to apply to the mortgagor’s interests. 
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There has been a substantial amount of litigation on this 
matter in State and lower Federal courts over the period of 
the program without uniformly resolving the questions in- 
volved. The recent decision of the Supreme Court of the 
United States in the case of Offutt Housing Company v. County 
of Sarpy (May 28, 1956) upheld the right of local taxing 
officials in the State of Nebraska to levy certain State and 
county “personal property” taxes against the lessee’s interest 
in a title VIII project, measured by the full value of the 
buildings and improvements. However, as a large portion 
of the projects have not. been subject to State and local taxes, 
payments in lieu of taxes have frequently been made to local 
taxing officials in exchange for usual services, such as schools, 
furnished to the projects. Also, many expenditures have 
been made by the Federal Government for streets, utilities, 
schools, and other services normally furnished by taxing 
bodies. As tax payments for a project normally have an 
ultimate effect on the rentals paid by military and civilian 
personnel at the military installations, it is important that no 
payments be made to communities which would constitute a 
windfall over and above normal taxes. Consequently, it is 
very important to assure that the project does not duplicate 
payments for services furnished to it. This duplication 
would be avoided under the provision in the bill for deduc- 
tions from tax payments, as explained above. 


Department of Defense directive and instructions to implement 
section 511 of Public Law 1020 are contained in the appendix, page 61. 
Acquisition of Wherry projects—1955 act 

The enactment of Public Law 345, approved August 11, 1955, 
created the new title VIII Capehart-housing-insurance program. 
(See pt. IV.) This new program, designed to provide larger and more 
costly housing than did the Wherry program, has caused concern for 
the future of existing Wherry projects. It was the intent of Congress 
that the Capehart housing would not be programed at installations 
where existing Wherry projects are subject to reduced occupancy 
rates. If there is insufficient personnel at an installation to occupy 
existing Wherry housing units, the Department of Defense could not 
justify the need for additional housing. 

The Congress recognized the possible effect that the new title VIII 
program could have on existing Wherry housing. Prior to the enact- 
ment of the Housing Amendments of 1955, there was no legislation 
which authorized the Secretary of Defense to acquire existing Wherry 
housing. In order to provide a means of transfer of existing Wherry 
housing from a private owner to one of the military departments, 
the Congress incorporated section 404 in the Housing Amendments of 
1955. Section 404 stated the basis of acquisition as follows: 


Whenever the Secretary of Defense or his designee shall 
deem it necessary for the purposes of this title, he may acquire 
by purchase, donation, or other means of transfer, or may 
cause proceedings to be instituted in any court having 
jurisdiction of such proceedings to acquire by condemnation, 
any unimproved land, or (with the approval of the Federal 
Housing Commissioner) any housing financed with mortgages 
insured under the provisions of title VIII of the National 
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Housing Act as in effect prior to the enactment of the Housing 
Amendments of 1955. Notwithstanding the provisions of 
any other law, the price paid for any such unimproved land 
or housing purchased by the Secretary under this or any other 
law shall be the fair market value of such land or housing 
as determined by the Secretary on the basis of an independent 
appraisal and, in connection with any agreements to purchase 
such housing, the Secretary of Defense or his designee may 
assume, or purchase subject to, any such mortgage. Any 
such condemnation proceedings shall be conducted in accord- 
ance with the provisions of the act of August 1, 1888 (25 
Stat. 356), as amended, or any other applicable Federal 
statute. * * * 


The Department of Defense indicated that a substantial number of 
Wherry-housing projects would be acquired under the provisions of 
the new statute. Some Wherry-project owners took the initiative 
and offered to sell their projects to the military departments. The 
offers, however, for the most part, represented projects that were in 
trouble. Due to low occupancy, the mortgages were either under 
forebearance or in default or the projects were in danger of foreclosure. 

On September 29, 1956, the Department of Defense issued Principles 
for Acquisition for Existing Title VIII Projects pursuant to the above 
indicated section of Public Law 345. These principles are stated as 
follows: 


The Department of Defense will give consideration to a 
request for the acquisition of an existing title VIIT (Wherry) 
project only when such a project is essential to meeting cur- 
rent and foreseeable family housing requirements, and 

(1) the Secretary of the military department certifies 
that military considerations dictate that the housing be 
administered as public quarters; or 

(2) unanticipated taxes (or other cost factors beyond 
the sponsors control) necessitates the establishment of 
uneconomic rentals; or 

(3) continuing excessive vacancy,' which is at- 
tributable directly to construction of additional Gov- 
ernment quarters subsequent to the completion of the 
title VIII project, has existed for not less than 1 year. 

The Department of Defense will require as conditions 
precedent to acquisition: 

(1) The military department must have funds avail- 
able to equip, condition, operate, and maintain the 
“ie as public quarters prior to assuming ownership; 
an 

(2) Determination that the location, quality of con- 
struction, design standards, and conditions of repair of 
the project meet the minimum acceptable standards of 
family housing suitable for assignment as public quarters 
to the personnel concerned. 


From the date of enactment of the Housing Amendments of 1955 
until the enactment of the Housing Act of 1956, 19 projects, consisting 
of 6,001 units, were offered to the Secretary of Defense. However, 


- Point of technical default, as defined by FHA letter No. 1150 (title VIII mortgage credit), dated May 2 
51. 





22 REVIEW OF MILITARY HOUSING PROGRAMS 


no projects were actually acquired, either by purchase or through 
condemnation proceedings. 
Competition with new projects 

Following enactment of Public Law 345, providing for the construc- 
tion of housing under the new title VIII program, it soon became 
evident that some new projects would be built in areas where existing 
projects stood. 

By October 10, 1956, 199 projects, totaling 79,131 housing units, 
had been approved. Of these, 24,532 units have been programed at 
48 installations where 29,189 units of Wherry housing now exist. 
The following list indicates the locations where Capehart housing has 
been programed to supplement Wherry housing. 


Capehart 


housing | Existing 

Military installation approved by Wherry 
| Assistant housing 

Secretary of units 


Defense 


Army: } 
inion enciint peobnneeesere ene oeneees eeeeed 300 140 
Redstone Arsenal, Ala_......-------- cecacaemieesicm aeee oat 760 | 120 
IIIS MAINO os os | J. dk wnt a ta oen tues b llealele supbieeleie’ | 575 500 
Fort Ord, Calif ~ a a a aie el 1, O89 1, 000 
Fort Benning, Ga__..-.....----- ahd tite eae bate ls sane daw 1, 000 800 
epg EE ef sbdcaly hh Steer tin ite ~ wpniiete 107 225 
Fort Sheridan, Il _ __-- ee eee Ss ee ee nee ates 150 100 
Fort Leavenworth, Kans eo ieee ol oe es eRe a ae : 2 300 227 
eT i nk soem nm a enim iia an ae : $33 400 
ertt! & ¢ ae ae ieee ora 2, 042 1, 700 
Fort Holabird, Md__--------- ee etn aan 198 149 
PG EE BEG. o. wt wsucacnnndawacthhe Boh exntioenct sina bsnee 1, 000 786 
Fort Devens, Mass i ee a iors ee oe 150 202 
Fort Dix, N. J 7 : Vchitdet awn cdeutn Le  cekaakea 702 700 
SIR I caren ese hepguiinineniin . 240 597 
White Sands Proving Ground, N. Mex..---- baht 134 235 
Fort Bragg, N. C_... eee fe Oye es eee - 2, 000 2, 000 
Fort Bliss, Tex__-- : EO OY igs ; ‘ as 900 800 
Kelleen Base, Tex Be wt hck Goanees hl enedibdoanhe Sehaail 125 568 
Dugway Proving Ground, Utah.....................---- : 100 400 
Fort Belvoir, Va ‘ . * oe eeek . - é 618 450 
Fort Monroe, Va..-.--.- evr ee eee . anil Pan 2 6 206 
Fort Eustis, Va_-_.-- =e are eral 600 $12 
Fort Lee, Va. ...--- Pah adietekcmenh ae 500 300 
PEE pe tincdeds aim ips aceite alt aeaieaaac’ acs eRe pat ; 14, 289 13, O17 
Air Fore 
Hamilton Air Force Base, Calif_- - . . 550 500 
McClellan Air Force Base, Calif 125 105 
Travis Air Force Base, Calif-- pi 500 980 
Eglin Air Force Base, Fla i. 500 750 
Patrick Air Foree Base, Fla 1, 125 680 
Tyndall Air Force Base, Fla--_- 120 $50 
Robins Air Force Base, Ga_- : 273 500 
Mountain Home, Idaho i ea : 270 500 
Westover Air Force Base, Mass--- i > 310 1, 150 
Nellis Air Force Base, Nev 395 801 
Holloman Air Foree Base, N. Mex eas wait 400 600 
Stewart Air Force Base, N. Y Z : 300 283 
Lockbourne Air Force Base, Ohio- -- ; Darok i 4100) 500 
Sewart Air Force Base, Tenn. 87 600 
Fairchild Air Force Base, Wash-_~....................-.- i ali Miia 250 1, 000 
Total_. pbicitdobibs BTR cer dpscoees 5, 905 9, 399 
Navy: 
Barstow Marine Corps Staging Center, Calif ‘ 51 337 
El Centro Naval Auxiliary Air Station, Calif-..--- 241 70 
Key West Naval Base, Fla 277 1, 000 
Whiting Field, Naval Auxiliary Air Station, Fla. --- ial 289 96 
Great Lakes Naval Training Center, Ill “ 590 1, 000 
Camp Lejeune, N. C ae 800 2, 108 
Parris Island, 8, C : 7 300 85 
Barbers Point Naval Air Station, T. H-- 1, 140 615 
Pearl Harbor Naval Base, T. H_..--..--------.--- ee 650 1, 462 
I ee thas ok eb badnetakoceubeewtecboe Pr 4, 338 6, 773 


Se CI i es had cs tin ccdesdpeddadiuandensn dhe Siew tee 24, 532 29, 189 








} 
i 
i 
i 
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Acquisition of Wherry projects—1956 act 

As more Capehart units were scheduled to be built where they 
would create competition with existing Wherry projects, there was 
increasing sentiment to provide some relief for Wherry project owners. 
As a result, the Housing Act of 1956, as passed by the House of Repre- 
sentatives, contained a mandatory requirement that the Secretary of 
Defense acquire all Wherry housing and prescribed a new formula to 
determine the purchase price to be paid for the owner’s interests. 
The aon Banking and Currency Committee pointed out that, 
although the Housing Amendments of 1955 permitted the purchase 
by the De ‘partment of Defense of W herry housing, the law contem- 
plated transfer on a voluntary basis. No transfers had occurred 
because of a natural clash of self-interest between the military and 
the Wherry owners. As the key question was the price to be paid 
for the owner’s inte rest, the House bill recommended a purchase-price 
formula as the best possible solution for acquisition through nego- 
tiation. 

The House provision was not enacted but Public Law 1020, ap- 
proved August 7, 1956 did provide that: 


(1) Where the FHA Commissioner does not coneur with 
the Secretary of Defense in the need for new title VIII 
housing and requests the Secretary to guarantee the Armed 
Services housing mortgage insurance fund against loss, he will 
report his reasons for nonconcurrence to the Committees on 
Banking and Currency of the Senate and House of Repre- 
sentatives. 

(2) Where new title VIII housing is to be built the 
Secretary of Defense, with the approval of the FHA Com- 
missioner, shall determine that adequate housing is not avail- 
able at reasonable rentals within commuting distance of the 
installation, and that proposed housing will not, so far as can 
reasonably be foreseen, substantially curtail occupancy in ex- 
isting housing covered by mortgages insured under title 
VIII; 

(3) Where new title VIII housing is to be built the Secre- 
tarv of Defense is required to acquire existing Wherry 
housing by purchase, donation, or other means of transfer, 
or if the parties cannot agree upon the terms for acquisition, 
the Secretary of Defense is required to acquire such housing 
by means of condemnation. 

Where he deems it necessary, the Secretary of Defense 
may acquire by purchase, donation, condemnation, or other 
means of transfer, any Wherry housing. The purchase price 
of housing shall be an amount not in excess of the amount 
determined by the purchase-price formula is provided in 
oy aw 1020. 

) Where Wherry Act housing is to be acquired, the basis 
i caeneliniia will be a pricing formula based upon the 
FHA estimate of replacement cost of the housing and 
related property, but not including the value of any improve- 
ments installed or constructed with appropriated funds, as of 
the date of final endorsement for mortgage insurance reduced 
by an appropriate allowance for physic al depreciation. 
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In addition to the protective and relief provisions of Public Law 
1020, the Secretary of Defense is required by Public Law 968, ap- 
proved August 3, 1956, to report to the Armed Services Committees 
of the Senate and House of Representatives before entering into any 
contract for the construction of new housing units or the acquisition 
of any existing units. 

On October 23, 1956, the Secretary of Defense issued a directive on 
the subject of Wherry housing acquisition (appendix, p. 65). On 
November 26, 1956, the Department issued instructions to be fol- 
lowed in negotiating for the purchase of Wherry projects as well as 
procedures to be cored where condemnation proceedings are to be 
instituted (appendix, p. 67). 

In addition, the Assistant Secretary of Defense (Properties and 
Installations) and the FHA Commissioner executed a memorandum 
of agreement setting forth their respective responsibilities in the 
acquisition of Wherry projects (appendix, p. 71). 

At the date of this report negotiations with some Wherry housing 
owners had been commenced. 

Windfall profits in the Wherry program 

The Banking and Currency Committee investigation of 1954 
revealed the existence of windfall profits in the ‘608’ program. At 
the same time, some evidence was developed to indicate the existence 
of such profits in the Wherry program. Until recently, however, no 
administrative action was taken to recover from Wherry project 
owners. 

Following recent (1954-55) congressional action pertaining to the 
acquisition (both mandatory and permissive) of Wherry projects by 
the militarv, there has been a renewed interest in the Wherry program 
and the FHA has sent cost questionnaires to all Wherry project 
owners. 

Presumably, any windfall profits realized by Wherry housing 
sponsors resulted from. commitments issued prior to the enactment of 
Public Law 94, approved June 30, 1953. With the restrictions im- 
posed by law as to the net returns from operation of the project, the 
provisions for rental adjustment at the maturity of the mortgage 
(32 years and 8 months from the date of the final endorserent), and 
the loss of the project at the expiration of the lease, there seers to 
have been little incentive for builders or sponsors to get into this pro- 
gram. Some sponsors, of course, encountered difficulties in building 
which required considerable capital investment that can only be 
recovered over a long period of time through efficient operations. 

The actual number of Wherry housing projects where builders 
realized windfall profits is not known. It is known, however, that 
some builders did “mortgage out.’”’ During the investigation by the 
Senate Banking and Currency Committee in 1954, public testimony 
was given with respect to 17 projects where windfall profits were 
realized aggregating some $5.5 million. These 17 projects contained 
8,731 units, or about 10 percent of all Wherry housing units con- 
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structed prior to the expiration of the Wherry amendment. Details 
with respect to these 17 projects are summarized as follows: 





Windfall 


Corporate Project Total 
Number of units expital mortgage project 
stock pr 8 cost 






Premium 


B54... cccenccescnveccccesencnee- $2, 500 | $2,057,400 | $1,724, 650 $332, 750 
BOD. ncn cccncececcuschbsccsreses 2,500 | 2,456,700 | 2, 242, 883 213, 817 
Geis cin ckaktocubioeoniwee 76,400 | 4,819,000 | 4, 486,000 , 000 
Gh src ccccnscwsecaewenauincdes 25,025 | 3,330,000 | 3,240, 580 172, 420 
GPO csc cconcvicovsecccpnctsecss 49,000 | 2,931,000 | 2,809, 000 122, 000 
9,000 | 4,844,800 | 4,037,047 807, 753 
9,000 | 1,587,600 | 1,332, 484 255, 116 
10,000 | 5,142,100 | 4,572, 100 570, 000 
1,000 | 2,204,398 | 1,971,644 232, 754 
1,000 | 3,189,400 | 2,808, 542 380, 858 
800 | 17,377, 500 | 16, 613, 439 764, 061 
} 468. 600 { 3, 324,100 | 3, 288, 000 36, 100 
: 4,429,900 | 4, 151,388 278, 512 
10,200 | 3,208,600 | 3, 126,53 82, 
10,400 | 2,791,000 | 2,723,366 83,010 
2,000 | 2,832,800 | 2,537,000 | 295,800 |..........-.- 295, 800 
6,000 | 4,937,000 | 4,495, 934 552, 149 
683, 425 | 71, 463, 298 | 66, 160, 650 . 5, 512, 107 





The FHA has sent a cost questionnaire (appendix, p. 78) to about 
250 Wherry housing owners requesting data on actual cost of Wherry 
housing. At December 18, 1956, about 130 replies had been re- 
ceived. The FHA has not completely evaluated the data received, 
but their preliminary review indicates that nearly 50 percent of those 
sponsors who replied realized windfall profits. It is the intention of 
FHA to proceed against the Wherry sponsors for the recovery of any 
disbursements in the same manner that they are proceeding against 
the sponsors of section 608 projects. 

The FHA has indicated that the cost data submitted will be made 
available to the Department of Defense for their use in negotiation 
for the purchase of Wherry projects. 





PART IV. ARMED SERVICES HOUSING (CAPEHART ACT) 


Justification and need 

Sincere efforts by the Armed Forces and the Congress to develop 
satisfactory means of supplying adequate military housing in sufficient 
numbers have been made over the years. Housing for military person- 
nel has been provided through direct congressional appropriations and 
through Government support of privately financed, privately owned, 
and privately operated programs. 

Although each of these methods had its advantages and each pro- 
vided necessary housing for military personnel, neither has proved to 
be a complete solution to the problem. The most obvious disad- 
vantages are that appropriated housing has not been provided in 
sufficient numbers to meet the need. Wherry housing has not been 
fully acceptable because of the probability of excessive profits in the 
early stages of the program and lack of sponsor interest in the later 
period. The fact that Wherry housing, ofttimes built on military 
bases, was not under control of the military, thus preventing its assig- 
ment as quarters to military personnel and permitting nonmilitary 
personnel to live on military bases, has been detrimental in the eyes 
of local commanders. In addition, movements of military personnel 
or the declining importance of military bases has sometimes led to 
high vacancy rates and subsequent def 1ults. Some sponsors of Wherry 
projects, feeling that they had received commitments from the mili- 
tary, have objec ted strongly to military policies which worked against 
their interests and endangered their investments. 

Changes in the nature of our national military mission and the 
makeup of our Armed Forces also demonstrated the need for a new 
approach to the problem of military housing. This fact of changing 
military needs is strikingly illustrated by the following quotations 
from testimony of Gen. Curtis E. LeMay in May of 1955. 


In my opinion, not one man conscripted the day war 
starts will get into the decisive phase of the fight. The 
survival of the Nation in all-out nuclear war will depend on 
the character, the training, the readiness, and the determi- 
nation and courage of the men who are in the Military 
Establishment at the onset of hostilities. 

We have a given number of combat wings ready to go to war 
right now, this afternoon or tonight. Ready, that is, with 
one qualification. Because housing in the vicinity of bases 
and on bases is inadequate in several cases, many of our key 
operations personnel and combat air crew members have 
been forced to go 10 to 50 or more miles from the base to 
find a satisfactory home in which to live. 

Now, what happens in case of a sudden red alert in the 
middle of the night? Can we be sure my operations per- 
sonnel, pilots, and observers can fight their way to their 
duty stations along highways and roads that may be choked 
with evacuating civil populations? It is certainly conceiv- 
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able that the movement of traffic would come to a standstill. 
Under these circumstances, it is probable many of our key 
people would never reach their duty stations in time. 
This would mean that certain of our bombers might never 
reach their assigned targets. 

Therefore, due to inadequate housing on and adjacent to 
our bases, the actual combat-ready units we have now will 
not give us the survival insurance we are paying for and which 
we may need. 

I believe that it is a well-accepted conclusion by everyone 
in authority that the type of airpower which we have today 
and which we will have in the future can be sustained only 
by a professional force of officers and airmen. We cannot 
train and maintain such a professional force unless we are 
able to bring into the Air Force and to retain in the Air 
Force high-caliber American men. 


It was against the background of increasing need and changing 
military requirements that the Congress enacted a new proposal 
designed to increase the supply of housing under the control and for 
the use of military personnel. 


Enactment of 1956 statute 


Title IV of the Housing Amendments of 1955 (Public Law 345, 
84th Cong., approved August 11, 1955) sponsored by Senator Cape- 
hart, added a new title VIII to the National Housing Act which 
provided a new FHA mortgage insurance program for housing for 
military personnel. Every effort was made to eliminate the weaknesses 
of prior programs. 

The statute contemplated that housing projects be constructed on 
Government-owned or leased property at or near military installa- 
tions pursuant to competitive bidding by private contractors and 
financed by private capital. Private financing representing 100 per- 
cent of the construction cost, including the profit to the contractor, 
would be secured by a mortgage on the property fully insured by the 
FHA. The military would control the property and assign personnel 
thereto. Quarters allowance of assigned personnel would be withheld 
and would be applied to amortize the mortgage. 

Highlights of the program 

Public Law 345 as finally enacted contained a new title VIII 
which 

1. Authorized a new military housing program to run for 13 
months until September 30, 1956. 

2. Established an insurance authorization of $1,363,500,000 for 
the insurance of military housing mortgages. 

3. Provided that insurance would be available upon a deter- 
mination of housing need bv the Secretary of Defense, and that 
if the Federal Housing Commissioner does not concur in the 
Secretary’s determination, the Secretary must guarantee the 
FHA insurance fund against loss on the mortgage in question. 

4. Provided that the amount of any insured mortgage may 
not exceed the lesser of (a) the FHA estimate of replacement 
cost, (6) an average of $13,500 per family unit, or (c) the lowest 
acceptable bid submitted by a qualified builder. 


85611—57———-3 
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5. Provided that the mortgage must mature in not more than 
25 years and must bear interest at not more than 4 percent. 

6. Authorized the Federal National Mortgage Association to 
make advance commitments to purchase military housing mort- 
gages in an amount not to exceed $200 million outstanding at 
any one time. 

Authorized the Secretary of Defense to enter into contracts 
with eligible builders for the construction of housing to secure 
mortgages insured under this title. These contracts will be 
entered into after competitive bidding in accordance with the 
Armed Services Procurement Act of 1947. After completion 
of construction, the housing will be placed under the control 
of the Secretary of Defense, and the capital stock of the owning 
corporation will be transferred without cost to the Secretary of 
Defense. 

8. Authorized the Secretary of Defense to acquire unimproved 
land and, with FHA approval, existing housing insured under 
title VIII of the National Housing “Act, through purchase, 
donation, or condemnation proceedings. 

9. Authorized the Secretary of Defense to maintain and 
operate military housing, to assign quarters in such housing to 
military and civilian personnel, and to use quarters allowances 
of military personnel and rental payments of civilian personnel 
to retire the mortgage oa the military housing. 

10. Provided that the provisions of title VIIT of the National 
Housing Act, prior to the changes made by the Housing Amend- 
ments of 1955, shall remain available with respect to military 
housing projects certified by the Secretary of Defense prior to 
July 1, 1955, or certified by the Atomic Energy Commission 
prior to July 1, 1956. 

In conjunction w ith enactment of Public Law 345 to provide a new 
housing program, the Congress through passage of Public Law 216, 
84th Congress, approved August : 3, 1955, amended the Re negotiation 
Act of 1951 to provide renegotiation of contracts for construction of 
military housing entered into pursuant to Public Law 345. Thus, 
builders are not required to certify their costs as was necessary under 
the Wherry Act, but are subject to renegotiation with respect to 
contracts with the military services. 


Enactment of the 1956 amendments 


Following enactment of the 1955 statute, the military services and 
the FHA took steps to implement the program. The first project 
undertaken was that at Abilene Air Force Base, Tex., a 944-unit 
family housing project. For further details on this project see page 31. 

The problems encountered by the military and by the FHA in 
processing this project as well as difficulties encountered by building 
contractors and mortgagees prompted suggestions that certain amend- 
ments be made to the statute in 1956. In addition, a Supreme Court 
decision (Offut Housing Company v. County of Sarpy, Nebraska), 
(see appendix, p. 56) handed down on May 28, 1956, had an adverse 
effect on existing Wherry Act projects, and prompted a change in 
policy, particularly with regard to projects in areas where the new 
title VITI Capehart units were to be constructed. This new policy 
affected not only the Wherry program but the Capehart program. 
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As the new title VIII projects were programed by the military services, 
it became evident that a considerable number of new projects would 
be located in areas where existing Wherry projects existed. Wherry 
sponsors, already disturbed by the imposition of new and unforeseen 
taxes and the possibility of defaults and foreclosures made strong 
objections to this new competition. 

As a result of these several factors, the Congress reexamined the 
1955 statute and made certz.in amendments. 

Public Law 1020, 84th Congress, approved August 7, 1956, pro- 
vided the following principle amendments to title VIII of the National 
Housing Act. 

1. Continued in effect the mortgage-insurance program to 
June 30, 1958, and increased the mortgage insurance authoriza- 
tion from $1,363,500,000 to $2,300,000,000. 

2. Extended the program to Midway Island and the Canal 
Zone. 

3. Increased the maximum average mortgage amount per 
family unit from $13,500 to $16,500 (including ranges, refrigerators, 
shades, screens, and fixtures). 

4. Required the Secretary of Defense, in programing additional 
title VIII military housing, to determine, with the approval of 
the Federal Housing Commissioner, that the new housing will 
not substantially curtail occupancy in existing housing covered 
by title VIII mortgages. 

5. Required the Commissioner to report to the Committees on 
Banking and Currency of the Senate and House of Representa- 
tives each instance in which he has asked the Secretary of Defense 
to guarantee the FHA against loss. (Under Public Law 345, 
84th Cong., if the Commissioner does not concur in the housing 
needs as certified by the Secretary, he may require the Secretary 
to guarantee the armed services housing mortgage insurance 
fund against loss.) 

6. Increased the limit on monthly payments which the Secre- 
tary can make for the payment of principal, interest, and other 
obligations on military housing mortgages from 9 to 21 million 
dollars. 

7. Required that plans, drawings and specifications developed 
for title VIII military housing must follow the principle of 
modular measure so that the housing may be built by conven- 
tional construction, onsite fabrication, factory precutting, fac- 
tory fabrication, or any combination of these construction 
methods. 

8. Made title VIII military housing subject to the same maxi- 
mum limitation on net floor area for each unit as are prescribed 
for appropriated fund housing in the acts of June 12, 1948, and 
June 16, 1948 (Public Laws 626 and 653, 80th Cong.). 

9. Provided for the acquisition of Wherry Act housing by the 
Department of Defense. (For details of acquisition procedure, 
see p. 23.) 

As noted, Public Law 1020 provides the Committees on Banking 
and Currency of the Senate and House of Representatives with the 
means whereby they can be informed when the FHA Commissioner 
does not agree with the Department of Defense as to the housing 
need and when the Commissioner requires the Secretary to guarantee 
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the armed services housing insurance fund against loss. As a further 
check on the housing activities of the Department of Defense, Public 
Law 968, 84th Congress, approved August 3, 1956, authorizing cer- 
tain construction at military installations, contains the following 
provision: 


Sec. 419. Notwithstanding any other provisions of this 
Act or of any other provision of law except a provision of 
law hereafter enacted expressly in limitation hereof, no con- 
tract shall be entered into by the United States for the con- 
struction or acquisition of family housing units by or for the 
use of military or civilian personnel of any of the military 
services unless— 

(1) the Secretary of Defense has submitted to the 
Armed Services Committees of the Senate and of the 
House of Representatives a written report stating the 
intent to construct or acquire such units, certifying that 
the number of units to be constructed or acquired is 
consistent with the long-range troop strength to be sta- 
tioned at the location of such units, and showing the 
location, number, and estimated cost of such housing 
units, and the existing housing at such location; and 

(2) (a) a one hundred and eighty-day period has 
elapsed since the submission of such report, or (b) the 
committees have advised the Secretary of Defense, in 
writing, that there are no further questions to be asked 
concerning the project contemplated in such contract. 


The report by the Senate Committee on Armed Services, dated 
July 25, 1956, contained the following comments on section 419 cited 
above. 

SECTION 419 


Section 419 as originally included in both Senate and House versions 
of H. R. 9893 read as follows: 


Notwithstanding any other provision of this Act or any 
other law, no contract shall be entered into by the United 
States for the construction or acquisition of family housing 
units by or for the use of military or civilian personnel of 
any of the military services of the Department of Defense 
unless the Department of Defense, in each instance, has 
come into agreement with the Armed Services Committees 
of the Senate and House of Representatives. 


As mentioned earlier, this section was deleted in the House-passed 
version of H. R. 12270. 

The new section 419 does not require that the Secretary of Defense 
come into agreement with the Armed Services Committees, but it does 
provide for the submission of timely reports by the Secretary of 
Defense which, if properly submitted, will provide Congress with a 
basis for proper legislative review as well as any further legislative 
action that may be found to be necessary. 

The President in his veto message in referring to the provisions of 
H. R. 9893 which occasioned the veto stated in part: 
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I am persuaded that the true purpose of the Congress in the 
enactment of both of these provisions was to exercise a close 
and full legislative oversight of important programs of the 
Department of Defense. This purpose can be properly 
attained by requiring timely reports from the Executive. 
Such reports would provide the Congress with the basis for 
any further legislative action it may find to be necessary. 

Abilene Air Force Base project 

Difficulties in processing, in advertising and in awarding a contract 
were encountered in putting together the first new title Vill Capehart 
project at Abilene Air Force Base, Tex. This project had been 
designed as a Wherry project, but after passage of the 1955 statute 
(Public Law 345) plans were revised so as to bring them within the 
purview of the provisions of the new att. 

Bids on this project were opened on January 26, 1956, at Fort Worth, 
Tex., after a 40-day invitation period. FHA’s total estimated replace- 
ment cost of this 944-unit project was $12,316,051. Bidders were 
advised that the maximum insurable mortgage could not exceed the 
lesser of three items: (1) The amount of the lowest acceptable bid, 
(2) FHA’s estimated replacement cost (given above), or (3) an average 
per family unit of $13,500. 

Eleven bids were received as follows: 


C. H. ReavelioCe & Dan ®.. Ponder. .o25 o.oo es eid $12, 493, 974 
Fanderlik-Locke, Myers Bros. & Associates _......._...--------- 12, 594, 739 
Contes (nes. ...5.+ den chase cme uae ee anacu ash emecueeeen eee 12, 734, 914 
Dolf Biateman & Assodiatet...< <-oo<n60kuuds<u—nnacons ceeded 12, 995, 352 
C. L. Browning, Inec-_---- Psi Sie tiie dots ae asain ee ea ee a 13, 150, 000 
- ernsworth & Chambers. ...........a.« <<a. dteewiaen odbbs as 13, 250, 000 
Independent Contractors & Associ: Oo ic ose uw wea 13, 472, 412 
Migenon ees. ee... ool oa ee ee es 13, 596, 500 
H. B. Zackary Oeics awed 30520 55h Sas SA ea BO 13, 813, 613 
2: Wk CERI OGOR:, MDG nccentiels ecsiends satdeuuht actos ae 14, 090, 000 
ey Gcks: AN SON ad edb SES KSA eo ee ee dee 14, 383, 930 


The low bid, submitted by a Texas company, was $12,493,974, 
equivalent to $13,235 per unit. It was, however, $177,923 higher 
than FHA’s estimated replacement cost. 

Following receipt of these bids, FHA adjusted its replacement cost 
upward which permitted the lowest bidder to qualify. Authority for 
this adjustment, according to FHA, was contained in a memorandum 
of agreement between the Department of Defense and the FHA, the 
pertinent portion of which is worded as follows: 


If bids within a narrow price range are received from two 
or more responsible bidders, but none are acceptable because 
none is equal to or less than the FHA’s estimated “replace- 
ment cost of the property or project,’ FHA will, upon the 
request of the military, reexamine such estimated replace- 
ment cost and may (but is not obligated to) revise its 
appraisal and eligibility statement in order to avoid the 
necessity of rejecting all bids. 


After informing himself of the details of this first successful bid, 
the chairman of the Senate Subcommittee on Housing held hearings 
to determine whether, in the opinion of the subcommittee, the actions 
as taken by the Department of Defense and the FHA in making this 
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first award were justified. These printed hearings are now available 
and are identified as “Military Housing at Abilene AFB.” 


Fort Carson Army project 


The second project encountered even more difficulties than the 
first. This project was to contain 211 units for construction at Fort 
Carson, Colo., by the Department of the Army. Bids were opened 
on March 20, 1956. Like the project at Abilene, plans, drawings, and 
specifications were revisions of those prepared for construction of 
Wherry Act housing. 

The Army received 9 bids, 7 of which were in excess of the $13,500 
statutory dollar limitation. Of the 2 remaining bids, the lowest was 
$348,000, or 14.8 percent, higher than the FHA estimated replacement 
cost. 

The Army immediately requested the FHA to review its replace- 
ment cost in accordance with the memorandum of agreement, as had 
been done is the Abilene case. While this review resulted in the cor- 
rection of some cost errors and FHA was able to make some revision 
upward in its estimated cost, it was unable to justify an increase in 
an amount sufficient to exceed the low bid. Failure of any bidder to 
submit a bid as low as FHA’s estimated replacement cost, even fol- 
lowing upward adjustment of FHA’s estimate, resulted in rejection 
of all bids. 

The Army did not readvertise for bids as the 211 proposed units 
were only a part of a total of 500 units approved for this installation. 
The plans and specifications are being revised and it is contemplated 
that bids will be requested for the entire 500 units in the near future. 


Present status of the program 


Following the 1956 amendments there were some revisions of 
projects in planning stages in order to bring these projects in line with 
the provisions contained in the 1956 amendments. As procedures 
were standardized and personnel became familiar with the require- 
ments of the new program, more progress was made. By December 
21, 1956, the military departments had awarded contracts for the 
construction 4,999 family units at the following locations: 

















| Number | Average 
Project name of units Contractor cost per 
unit 
Abilene Air Force Base, Tex. i 944 | Ponder-Leavell, E] Paso, Tex.__....---- $13, 235 
ry ee 284 | H. L. Coble, Greensboro, N. C_.....-- . 13, 180 
Eglin Air Force Base, Wei: ee 500 | Centex Corp., Dallas, Tex_ - See 12, 986 
Redstone Arsenal, Ala le tA I ae eae 270 | Ralph Bush, Norfolk, Va... “ oa 14, 034 
I  TNOD on 6. tc udiencacechmms 500 | |} Alen Development Corp., Los Angeles, 14, 162 
Richmond Quartermaster Depot, Va_-__-| 25 Calif. 
Smoky Hill Air Force Base, Kans--_----| 535 gene Construction Co., Fort Worth, 13, 813 
ex. | 
Fort Eustis, Va__...._...- 600 | J. W. Bateson Co., Dallas, Tex. ..-..-.-- | 13, 804 
Fort Bragg, N. C.....-.-..- 1,216 | J. A. Jones, Charlotte, N. ccs aaa 13, 427 
Killeen Base, Tex...------ | 125 | Worth Builders, Fort ‘Worth, Tex...._. 13, 488 
ME Koch natinntdwectacaceeck | UE NG rgarusccccnasctcse nese ice cteerie stiihon ie 





In addition to the above, the following projects had been success- 
fully bid by December 21, 1956, and final contract awards and con- 
struction are scheduled for early 1957: 
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Project name Number Contractor 
of units 
Fort Benning, Ga-.-_- peal 1,000 | Williams Construction Co., Columbus, Ga. 
Blytheville Air Force Ba Ase, Mirko. - 360 | Centex Corp., Dallas, Tex. 
Fort Huachuca, Ariz. ._.-...------------ 575 | C. H. Elle Construction Co., Pocatello, Idaho. 
Schofield Barracks, T. H...............- 1,326 | Theadere E. Meyers & Sons, San Francisco, Calif, 
Little Rock Air F eis pes, Ars... .<.... 1,535 | Miles Construction Co., Los Angeles, Calif. 
Fort Knox, Ky--.----- oem 2,042 | Robertson Construction Co. 
8 i ae a er 2,000 | G. L. Christian, Houston, Tex. 
Columbus Air Force Bs ib, BEM: oo candies 480 Ween & Snowden Development Co., Memphis, 
Tenn. 
Seward Air Force Base, Tenn. -.-.....---- 87 | E. T. Wilson & Son, Nashville, Tenn. 
Pe, DR I Ricdtide tn wb vadeno Gadhia 120 | Carr & Rothchild, Inc., Montgomery, Ala. 
NE CPs CMI ow cicncnccccecesncsncts | 189 | Sungold & Inland Empire Builders, Riverside, Calif. 
GR. We tities 4 Sinseeinnine tate 1450 | J. W. Bateson Co., Dallas, Tex. 
Fort Lawton, Wash... -.--- atceecre 66 | John E. Hopkins €o., Inc., Mercer Island, Wash. 
Fort Stewart, Ga. _. 388 | R. P. Farnsworth, New Orleans, La. 
Marine Corps Air Facilities, Ne W River, 435 | C. D. Spangler Construction Co., Charlotte, N. C, 
N.C. 
Loring Air Force Base, Limestone, 64 | Anthony Miller, Atlantic City, N. J. 
Maine. 


Fort McClellan, Ala. .................- 100 | Southern Construction Co., Augusta, Ga. 


FUME cc ccsecccgewkageteanaceneuel 10, 917 





In each of the above instances, one or more bidders submitted bids 
Jower than the FHA estimate of replacement cost. The Department 
of Defense and the FHA feel that there will probably be no need in 
the future to require FHA to reexamine and readjust replacement 
cost figures. 

As of October 10, 1956, a total of 199 projects, totaling 79,131 
housing units had been approved by FHA and the Assistant Secretary. 
of Defense. The approval by military departments was as follows: 


Department Projects Units 
DAT iin nos civpdadan dus binetkabedan shh eaeee ap eenbebabebakihGandeods ieee 99 26, 197 
MY © ROO annades des catapGccawbeescseeababuneen ein ane 73 40, 686 
NOY victccvenneax ce bacmibkambhe ice cach rc ciecoeneslin lett ctsleincehs ee la seats cecilia 7 12, 248 
MEINE n-os assis caabsncdldin Ss gntacvieresshinsavmicenn sabtiapaatia as enatokaa eae aaetaiaiied paced aimed 199 79, 131 


A list showing the location and number of units for each project 
is as follows: 


Army, 99 projects: Units 
BORG BEGU SON, BIBt Cl nn icunedsnnncecedbudd clsdietebicosaesel 300 
Redstone Arscrial, AiG: .(O).cc~ dace i cnaws ocmdeds abibinds deeeee 670 
BOY) SOOT): RAMs Cle Wivtakc nica decadeuanauddenenecua dane eis 600 
UGG RO NOR, II ss BE iii cs ws ants emai aeers wae ale deacaae 575 


INEM, Cen IMEAMRIII | AN ooh a as ors deca x ps ha hoa tc aired lacs eck es Eee 209 


Pins BU APRON, APE oc odiccincccunesecsnnaownnabneleenas 34 
HONORA ATBODG). UIE... doen cccccncdancccncmieba armel seasedodsee 14 
Camp [emit, OGW8 nibs ensiconh's oningin cite himieintide weed 350 
Fort Ord. Geil. (Qin. ncn no ncccudontiad«cheshaguiadatidw Gees 1, 089 
nwo Rook Hanch.scation, Galil... << <add <castl owned act tala 33 
Oakland Army? Base, Caltt............~.i0a-) nl amaed- side cuttin 88 
Fort Camon, Gol. Ad) co <ceacaceno sc cbs }aueell eee eeeee 200 
Pueblo Ordnance Depot, Colo... ... 2.4. annum owwdicsasdeside dus 20 
Rocky Mountain Arsenal, Colo...........Wiadecwslecwustcideei 20 
NOM DEONGIE. Biv Gi. iecc<é ceetnondwacoana della oneeeerneenae 46 
POU SORMING. Ui do ooc od sda cncscensccwccedddaseeemeeelne 1, 000 
Ors BEOr BITOON, UG... nccccvoncecenccald«asanll.cinwhdidanoeton 107 
PON WONG. WER a. accnnig kinked urna w «aureus eee amine aod 388 
Granite City Tinginser Denot, Ti nn. . cee ccm nma adi maquina 65 
POO MOCNGON Sic isnccdnordudcnduceteaeweveueunwacewaelel:. 150 
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Army, 99 projects—Continued 
Jeffersonville eee rmaster Depot, Ind 
Fort Leavenworth, Kans. (2) 
Fort Riley, Kans______ 
Fort Knox, Ky 
Camp Leroy Johnson, La 
Lc > || oat fee eae 
Fort Holabird, Md 
La Plata ARS, Md 
Fort Meade, Md_-_- 
Fort Ritchie, Md 
Camp Detrick, Md_ -- 
Fort Banks, Mass_ - __ 
Fort Devens, Mass ae xk. xs Oe : : a 
Natick erotinater and Research and Development Center, 

J ae 
Camp Lucas, Mich-.___- 
Fort Leonard Wood, Mo. (2)__-__- 
Belle Mead General Depot, N. J- 
Fort Dix, N. J- 
Fort Hancock, N. J 
Fort Monmouth, ND ce or 
White Sands Prov ing Ground, N. Mex 
Wingate Ordnance De ae N. Mex 
Fort Jay, N. Y- : 

Fort Totten, N. Y_ 

Fort Tilden, N. Y- 

Fort Wadsworth, N. Y_ 

Fort Bragg, N.C he 
New Cumberland General De pot, Pa__ 
Philadelphia Quartermaster Depot, Pa 
Charleston Transportation Depot, 8. C 
Fort Jackson, 8. C 
ES, OK nw oe 
Medina Base, Tex 
Killeen Base, ‘Tex 
Beaumont Army Hospital, -Tex_- 
Dugway Proving Ground, U tah_ 
Fort Belvoir, Va_._...___-_-- 
Fort Monroe, Va__________-_-- Ee 
Fort Eustis, Va_- --_- 
Fort Lee, Va______-_- 
Richmond Qu: artermaster De pot, Va 
Fort Story, Va_- 
Vint Hill Farms Station, Va 
Fort Lawton, Wash__------.--- 
Schofield Barracks, T. H---- 
Fort Shafter, T. H____- 
INS Ba 86 nee wndctaweewenesees-poccum 
Antiaitcraft Artillery defense areas ! (23 projects).......-.------- 


PUM cca Ries ncoes 


Air Force, 73 projects: 
| a a a a re aad 
Yuma County Municipal Airport, Ariz. (Vincent Air Force Base) __ 
ee ee 
Little Rock Air Force Base, Ark__-_- 
Hamilton Air Force Base, Calif 
McClellan Air Force Base, Calif___- 
(ane Ame ree senee, Asean. (3)... ~<6...5.6...-5....----.--- 
Travis Air Force Base, Calif 
Dover Air Force Base, Del 
Senn Swen IO SI I fo ec ee eeaudcd~ws seonetawenn aes 
Homestead Air Force Base, Fla 





Units 


24 
300 
433 

2, 042 
100 

2, 000 
198 
12 

1, 000 

70 

63 

26 
450 


50 

73 

1, 329 
23 
702 
25 
240 
134 

8 

238 
72 

48 
120 

2, 000 
91 

46 

12 
300 
900 
125 
125 
125 
100 
618 
56 
600 
500 
25 
150 
13 

66 

1, 326 
100 
164 
2,717 


26, 197 


795 
320 
360 
1, 535 
550 


1 By direction of the Department of the Army, the location of these antiaircraft defense areas is restricted 
information and specific locations are available from the Installations Directorate, Construction Division, 
room 2D572, Pentagon. 
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Air Force, 73 projects—Continued Units 
Patrick Air Force Base, Figu : «602 boise seed Fea be et 1, 125 
Tynaall Air. Foree. Base. Vac > 65 sedo-c wand sede eeeecsksd 420 
Moody Air Force Base, Ga__-.--_----- sige ay hh ht ba er ae ee 500 
Roboins Air Force Dass; Us... .- <o. c lande accent canes eee 273 
Mountam-Bome, 100ne. -.. ... eh a Se ete ee 270 
Bunker Hill Air Force Base, Se. dt | cher aie a 680 
Sioux City Municipal Airport, ROWOR. «A. cet aioe dome 325 
Forbes: Alr Foree Eb06, OMA. oc) 6x nellot uous aus lL) eeee. ewe 640 
MeContell Air Force Baee, Mane... . dd ceakue, 2e ona eaen 490 
Smoky Hill Air Fores Oase, RAMS, «460i 'ss~ neuer asin ineednsetigek 535 
England Air Yoroe- Bese, bb... .. 2.01-....cie ee eet Ae 300 
MOUS, Ais 6 one cei cto ebdanwecebencsankics jet a eee 30 
Dow Air Force Base, Maine_____-----__-- = aime nd coe aes ce 685 
Andrews Air Force Base, Md__----_- oe aah. care, ire Deve ee eres 280 
L. G. Hanscom Air Force Base, tb. ss 506s cack sich se 670 
Westover Air Force Base, Mass BN he tenth ads gaint a oe ee Saceee 310 
Sawyer Air Force Base, Mich. (273) - - - ~~ - + 9 sictrnide inh agian 340 
Duluth Municipal Airport, derGccs<. aks «con ices. lees cela 240 
Conmeuns Bir Fores Base, Bees. o.oo oc« cient cltcdseaseuedeewe 480 
Grenaview Air Porce Base, Mo......0-5.6-.-$b.4-s5600e cee 700 
Lincoln Ale Pores Mase, Mele. «6 seck tae cscs us wild.cetowens 600 
Nellis Air: Perce Basel INGV 26 e6\5. coccisus duce i seec eee 395 
Stead Air Foree BS6e, NG... 666 <nccaskndodwdshakecesdesaee 645 
Portsmouth Air Fores asc, NOW... 665 co ecu cw enone Bee 1, 700 
MeGuire Air Force pase, NN. €2i oo cseseii cc dine sch ueese eee 2, 000 
Holloman Air Foree Base, (Ni Fee’ ausao sus. csenset lewis 400 
Clatis Aap Pe Obs Ihe ES eae. baka ket oR oxna x hun aigetede ae wee 460 
Niagara Falls Municipal SM okie hide Sie apne eee 290 
PAIGUIDUTE Fr PCOS TARMO. Ee Bic ok can acm akan dmc wenden stan 1, 685 
Bteware Air Ford ae6, FT coc cu w ccna, SE Ree 300 
Suffolk County Air Force BRM Ns Si ccscwecion 15455 altstown 350 
Byreciie. Bir Weeen MOOG, Whe cen ne nnnep cok caien ucderddee de 216 
Pope Air Force Base, N. ee ee ee 560 
Seymour-Johnson Air Force Base, N. C__...----------.-------- 1, 500 
Grand Forks Air Force Base, N. Dak_______--__-___-_---------- 240 
Minot Air Nomne tate, Ns TORBiciae. oun ns cen aie see ae 450 
LOGEDOUTNS Aix’ POGOe OSG: (INIO*...0 6 cs, oad ek wieennceaawen 400 
Youngstown Air Force Base, Ohio_.._.-_---- sacl nel a tacy Me hte 250 
Mitun Fin POree MeNe, MPN. Scan ceu deen dace dcuneswecouwsnenaee 700 
Avdrnore Ale Ponge Base) Oidaue 20. 8602. Lust 750 
Clinton-Sherman Air Force Base, Okla.._...........-.-..--.-.. 500 
Tinker Air Force Base, Okla--_-__-~-_- iota Sas ee aaah rn Sia nA 268 
Klamath Falls Municipal Airport, Oreg.. an ws 5 te wees ahaa ah al ae 220 
Olmsteid: Air Perce Base; Far. ei ee ect 140 
Charleston, S. . gue. Seg . So SSR LE ee Cee 600 
Myrtle Be ach, S Ba oR eee rely cs or elcid ‘hie a detos hs See 800 
McGhee -Tyson air Force B: a aes: atabnte. eke 181 
Seaes Mir Pores Wee. Bee. 23... ... oo nen Snanuaccraechamees 87 
Abilene Air Force Base, WS sides ee on a ore eee eee 1, 000 
Byran Air Force Base, Tex. --__----- jhe Sons a Je Se vale 135 
Foster Air Force. Base, Tex. ....6...24 4. Sdce bids, od. SoM Sen AzE 500 
ClODGlanOW Ail POUR TORR TOR nn oe ca. chin smintin atu ates 160 
Larado Air Force Base, Tex___-_--- igh Bastia, Shes iat hacia aie ee 345 
Laughlin Air Force Base, Tex- Pe ee yee, Pee eee ene 500 
Webb Air Force Base, Te xX_ Uso 5 eRe SS 460 
Fairchild Air Force B: ise, Wash_____- Jruce.6 gosta Boe be 250 
Geiger Air Force Base, Rh he acai ae te Le 228 
BCC Ore ear PULOG DIGG, VW BBD. 3 6 cone cums ena cinmaceeeiee 1, 000 
Bong Air Force Base, Wis________-- Do ca eee bet 350 
Teuex ae Pore Bash Wie bot ik lh eu OAR 523 
Anderson Ais Vorce, Nase Gustin oso. slices ak ceed eee 1, 050 
PRT BAY POPORLEIOGO, We Mes. i Bc cond diareeha eeetaish and ols aa 600 


Total_-_- 
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Navy, 27 projects: Units 
I nn et Od 214 
Barstow Marine Corps Staging Center, Calif_.............------ 51 
El Centro Naval Auxiliary Air Station, Calif.................--- 241 
TO Te ah AA et ce wc mewn cleo eo eee cud 360 
Mojave Marine Corps Auxiliary Air Station, Calif............__- 695 
Rey West Naval Air Station, Pla........-.6..5585.......,..--. 213 
BE WNW) MBER PADS oo coved dest Matson ek Ase 277 
Whiting Field Naval Auxilis iry-Air Station, Fis <. 22554... Se. 5s 289 
Albany Marine C orps punnic-apenet, (ae. S08 li 3g ee ee cd 160 
Ciyane pineal Ale tation, Ge... c conven d bee c lb he cae ne 590 
Great Lakes Naval Training enter, TUES. 2 et ees 5 cce 590 
Hutchinson Naval Air Station, Beieivnsuefeedddsscotsecllase 438 
Winter Harbor Naval Receiving WUNSION, MO. cee ewrs ps cce ot 20 
MN NOD FINs Kroc nc eee c ce oucces wes leUe tA So. 800 
Edenton Naval Auxiliary Air Station, N. C...........-..------- 632 
New River Marine Corp Air Facility, N. C_.....-.--...--.----- 435 
Beaufort Marine Corps Air Station, 8. C-................-...- 2, 565 
Se MINI Ot cee we ke owed bees due Si eu I Soe 300 
Chase Field Naval Auxiliary Air Station, Tex._............------ 225 
Barpers Poms. Navel Air Station, T..oo 2 se 2b eh ce lye 1, 140 
ety RareeeS SER 98 BB cay ceen wh oc SSt Oost St 168 
Kaneoke Bay Marine Corps Air Station, T. H_.-.-....---------- 921 
Lualualei Branch Naval Ammunition Depot, eee SO. LS 34 
Peart Ter CUAUNs 2IONO, 8 Eh a sascageccccedgclisecco ttt clo 650 
Wahiawa Naval Receiving MOMGOn, aieeeste cee S38. + Jae 160 
Waikele Naval Ammunition Depot, T. H..........-....-------- 43 
West Loch Naval Ammunition Depot, T. H_........----------- 37 

PN aw es is oueaeesoweuedubs ue oigesue tse Sot 12, 248 


Financing the program 

The new title VIII authorizes the FHA Commissioner, upon appli- 
cation of a mortgagee, to insure mortgages, including advances on 
such mortgages during construction. It is the responsibility of the 
mortgagor-builder to arrange for the financing of the project. Gen- 
erally this requires two separate transactions; first, the arrangement 
for interim or construction financing; and second, final or permanent 
financing. 

In seeking a construction loan the successful bidder generally deals 
with local banks where he is known and has a credit rating. However, 
as these projects require a larger loan than most local banks care to 
carry, the local banks enter into participation arrangements with 
large financial institutions in major metropolitan areas. As the 
construction loans are ordinary business loans, the rate of return 
required by the financing institution is usually in excess of the 4- 
percent interest allowed in the statute. 

In recognition of this fact, the bidder is permitted to include in his 
bid an amount not to exceed 1% percent of the estimated construction 
cost to provide for the additional cost of financing the construction 
loan. The amount that the successful bidder pays for his construction 
money in excess of the 4-percent interest allowed by FHA on the loan 
depends entirely upon the result of negotiation between the contractor 
and the lender. In those periods of time when money is tight, the 
contractor may be required to pay a financing fee equal to or a 
than the amount allowed in his contract. On the other hand, i 
periods when money is readily available, the contractor veneeeliy | is 
able to negotiate his construction financing for a fee considerably less 
than the 1% percent allowed in his contract. 
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y Commercial banks and other financial institutions which provide 
construction financing, generally do not acquire and hold long-term 
permanent mortgages. As a result, the contractor must negotiate 
with institutions able to provide millions of dollars in long-term money 
to finance such projects as are provided for in this program. While 
construction funds are fully insured by FHA, except for the con- 
tractor’s performance bond, there is no further guaranty that the 
loan will be repaid prior to the final endorsement. If, by any chance, 
the project is not completed and FHA is required to take over the 
project, the mortgagee would receive FHA debentures (bonds) matur- 
ing 20 years after date of issue and bearing interest in an amount not 
to exceed 3 percent per annum. 

However, at the end of the construction loan period when the Com- 
missioner places his final endorsement on the note, the long-term 
lender acquires by assignment from the construction loan lender a 
mortgage as secure as a United States Government bond in practically 
every respect. This security is based on the fact that the Secretary 
of the respective service gives the lender an unconditional written 
guaranty of all mortgage payments. With this guaranty by the 
Federal Government, acting through the Secretary of the Kir Force, 
Army, or Navy, as the case may be, the FHA insurance of the mort- 
gage becomes unimportant. This guaranty by the Government places 
the credit of the United States Government behind these mortgages. 
They bear interest at 4 percent, the net yield is almost 1 percent 
higher than can be secured from Government bonds of equivalent 
maturity. 

J. Maxwell Pringle & Co., Inc., a leading New York mortgage 
brokerage firm which had a large part in arranging financing for 
Wherry Act housing projects under the old title VIII program, acted 
as broker in arranging the financing of the first project under the new 
program, the 944-unit project at Abilene Air Force Base, Tex. This 
broker obtained the permanent financing for the 2 mortgages on this 
project aggregating $12.5 million. The mortgages were placed with 
the Carnegie Foundation and Yale University participating with other 
pension and trust funds. 

The 2 mortgages on the Abilene Air Force project were placed at a 
premium of 2 points. If these mortgages remain outstanding to 
maturity without prepayments, the yield will be approximately 3.81 
percent. This compares with the yield of approximately 2.84 percent 
available from United States Treasury 2s of 1963 at a price of 977%. 
The new title VIII mortgages are not competitive from the standpoint 
of yield with other types of FHA-insured and VA-guaranteed mort- 
gages, but they are considerably undervalued in comparison with 
United States Government bonds and high-grade corporate bonds. 

On September 20, 1956, the Department of Defense and the FHA 
amended their memorandum of agreement with respect to the prepay- 
ment penalty in which the period where a penalty may be charged has 
been extended from 6 to 15 years. This extension of the penalty period 
should eliminate a major objection to the acquisition of these mortgages 
by endowment and pension funds. 
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To December 21, 1956, nine new title VIII mortgages have been 
placed with long-term lenders as indicated by the following summary: 

















Number of | Amount of | Permanent 
Project and contractor units | mortgage mortgage 
| rate 
a7) Y i Beek .)) Seen 
ont | | | . 
Abilene Air Force Base, Tex. React eta a .| 944 | $12, 493, 900 102 
(Ponder- saaree, El Paso, Tex.) | | 
Fort Bragg, N. C ¥ | 284 | 3, 743, 200 | 101 
(H. L. Cole, Greensboro, N.C.) 
Eglin Air Force Base, Fla__- ei hike ote baneeh bins .| 500 | 6, 493, 000 | 10144 
(Centex Corp., Dallas, Tex.) | | 
Redstone Arsenal, Ala Bie ee SS pees. 270 | 3, 789, 300 | 101 
. (Ralph Bush, Norfolk, V a.) 
Fort Lee, Va__-- ~ wiciinies 500 mnt 
Richmond Quarte rmaster Depot, Va 4 a 25 } 7, 434, 800 100 
(Alcon Development Co., Los Angeles, Calif. if | 
Smoky Hill Air Force Base, Kans_. ” | 535 | 7, 389, 900 | 100 
(McCann Construction Co,., Fort Worth, Tex.) | | | 
Fort Eustis, Va_. | 600 8, 282, 500 | 101 
(J. W. Bateson Co., Dallas, Tex.) | | 
Fort Bragg, N. C ee ees a 1,216 | 116,326, 900 | 100 
(J. A. Jones, Charlotte, N.C.) | | 
Killeen Base, Tex ac 125 1 1, 680, 600 | 100 


(Worth Builders, Fort W orth, Tex.) | 





1 The Federal National Mortgage Association is in the process of issuing commitments to purchase the 
permanent mortgage on these projects at par less fees aggregating 1 point. 


J. Maxwell Pringle & Co., Inc., has placed five of these mortgages 
and has been by far the most active mortgage broker in this program. 
Because of its activity, J. Maxwell Pringle & Co., Inc., was asked to 
comment on the following specific matters: 

1. The type of long-term lenders most interested in acquiring 
The new title VIII mortgages. 
The trend of the demand by long-term lenders. 
3. The current premium, if any, being offered. 
4. The trend of construction loan cost. 
5 
6 


bo 


The effect of the prepayment provisions. 
. The outlook for future demand if the program is accelerated. 
On August 6, 1956, Mr. J. Maxwell Pringle submitted the following 
comments in connection with the specific questions raised by the 
subcommittee: 


1. Up to the present time the long-term lenders which 
have evidenced the most interest in acquiring the new title 
VIII armed services housing 4 percent 25-year mortgages 
are not the life-insurance companies and savings banks which 
were the lenders most interested in Wherry title VIII mort- 
gages but endowment and pension funds. Most such funds 
are inexperienced in making mortgage investments and the 
appeal to them of these Capehart title VII mortgages rests 
largely in the fact that they partake more of the nature of a 
Government bond than of a mortgage. However, the fact 
that technically they are still mortgages means that many 
endowment and pension funds which should logically buy 
Capehart mortgages will not do so until we and others have 
educated them with reference to their true investment 
quality. 

2. As the long-term lenders become aware of the true 
investment character and safety of Capehart mortgages I 
feel sure that the demand for them will increase. Unfor- 
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tunately, however, the money markets have tightened again 
in the last month or so and corporate bonds of good quality 
are selling to yield close to 4 percent. Consequently many 
long-term investors of the pension fund and endowment fund 
type are now taking the line of least resistance and placing 
their available funds in high-grade corporates rather than in 
oo mortgages. 

We placed the first Capehart mortgages, those secured 
car the Abilene Air Force Base, at 102 but have not been 
successful in obtaining that price on subsequent loans. The 
current premium for reasonably large loans appears to be 
around 1 percent but a somewhat better price might be paid 
for Capehart mortgages in amounts of less than $1 million. 

4. As you know, Capehart title VIII construction loans 
are made largely by the commercial banks. Bank credit is 
very tight indeed and consequently the trend of construction 
loan costs have been up. My best judgment is that the 
average fee that would be charged now for title VIII con- 
struction loans would come close to 1 percent of the amounts 
of the loans plus, of course, the 4-percent interest. I also 
believe that if the Federal Reserve Board continues to follow 
a policy of credit restraint the trend will be toward even 
higher construction loan costs. 

I feel very strongly that the right of the Department of 
Defense to prepay Capehart mortgages in full at the end of 
6 years without penalty makes it much more difficult to 
arrange the financing of Capehart mortgages. Most long- 
term lenders don’t want an investment that can be taken 
away from them at the end of 6 years and they certainly are 
unwilling to pay much, if any, premium for an investment of 
this type. Let me use as an example the Abilene Air Force 
Base Capehart loans which we were fortunate enough to sell 
at 102. Should these loans be prepaid in full at the end 
of 6 years, the long-term lenders will lose the 2 point premium 
or looked at in another way, they will have realized a yield 
of only 3.62 on their investment. Although I may be 
wrong, it’s my understanding that it is extremely unhkely 
that the Department of Defense will have the funds to prepay 
these Capehart mortgages in full. If that is so, I’m strongly 
of the opinion that it would be a wise move on the part of 
the Government to provide that Capehart mortgages can be 
redeemed in full without penalty only after the expiration 
of 15 years and certainly not sooner than 10 years. It should 
be kept in mind that the Department of Defense alw ays has 
the right to prepay 5 percent of a mortgage each year without 
penalty. While long-term lenders don’t particularly like 
that provision, they certainly don’t object to it as much as 
they do to the right to prepay in full at the end of 6 years. 

6. I think it is obvious that as Capehart projects are pro- 
gramed at an accelerated rate, it will become more difficult 
to finance the large volume which under the Housing Act 
Amendments of 1956 may run well over $2 billion. Never- 
theless, I do believe that as long-term lenders become better 
acquainted with the investment merits of Capehart mort- 
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gages, the demand will expand although, perhaps, not as fast 
as the supply. At this point I would like to emphasize 
again that an all-important consideration is the condition 
of the money market and right at the moment with United 
States Government bonds selling at their lows for the year and 
some three points lower than they were quoted when our 
March 9 analysis was prepared, it becomes increasingly 
doubtful that Capehart mortgages will command much of a 
premium from long-term lenders. A reversal in the down- 
ward trend of Government bond prices would, of course, 
materially improve the outlook for financing the new title 
VIII Capehart projects. 
Mortgage premiums 

Following the placing of the two Abilene Air Force Base project 
mortgages at a 2-point premium, amounting to about $249,878 before 
brokerage fees, the question was raised as to whether the net premium 
on the sale of a Capehart mortgage constitutes a windfall profit to the 
contractor. Premiums or discounts on the permanent mortgage do 
not affect the contractor’s profit under the contract. In other 
words, the United States Government, which is dealing with the 
contractor, will not be affected by the price at which the mortgage is 
sold, providing it is sold to a private institution. A contractor who 
is able to sell such a mortgage at a premium will realize more overall 
profit from the total transaction, but his profits under his contract 
will not be affected. 

Contractors have stated that they are aware in advance of the 
probable price at which they may sell the mortgage and that they 
have adjusted their bids accordingly so that, taken as a whele, no 
profit is ‘realized on the financing. If contractors do fellow this pro- 
cedure and are able to sell mortgages at a premium, there should be 
a savings to the Federal Government. But, on the other hand, if 
contractors take into account the pessibility of a discount, there may 
be some attempt to counteract that discount by increasing the bid 
price. Working against this possibility will be the fact of FHA’s 
replacement cost figure which should not take into account any dis- 
count of the final mortgage. 

Another factor which is considered by contractors in ms king bics is 
the cost of acquiring construction funds. The contract \ il include 
an amount up to 1% percent to cover these costs. As previously 
stated, the actual cost of acquiring construction funds is subject to 
negotiation between the lender and the contrector. If the contract 
allows 1) pere cent and the actual cost of acquiring construction funds 
is less than 1% percent, the contractor’s profit is increrssed. If the 
actual cost is more than 1 percent, the contractor’s profit is Cecrersed. 

At the present time, the Renegotiaticn Boerd, which will pass on 
these contracts, has not developed procedures under wlich it will 
operate. There is, however, a question as to whether the Renegotia- 
tion Board will find that sav ings, which the contractor might make in 
acquiring funds for less than the amount conteined in the contract, 
could add to the builder’s profit and could, therefore, be subject to 
renegotiation. On the otber hand, any profit which the builder 
might realize on the sale of the permanent mortgage could conceivably 
be classified in a different category and not subject to renegotiation. 
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FNMA participation 

On December 12, 1956, FNMA announced that it will purchase 
under one of its special-assistance programs armed services housing 
mortgages (new title VIII mortgages) at par (100). Sellers ot these 
mortgages will be required to pay a commitment fee of one-half of 1 
percent and a purchasing and marketing fee of one-half of 1 percent. 
This price will net the seller a return of 99 percent of the mortgage 
principal. (Appendix, p. 81.) 

The first commitment to be issued by FNMA under the new pric- 
ing schedule will be for the purchase of a $1,680,600 mortgage on a 
125-unit project to be constructed by Worth Builders at Kileen Base, 
Tex. 

This program, like the Wherry program and title IX defense hous- 
ing, was developed to encourage the speedy construction of needed 
housing without direct recourse to public funds. If current trends 
continue, there is an increasing possibility that FNMA will purchase a 
substantial percentage of Capehart mortgages. 

Administrative procedures 

Following enactment of Public Law 345, the housing amendments 
of 1955, representatives of the Federal Housing Administration and 
the Secretary of Defense developed the documents necessary to imple- 
ment the new title VIII program. These documents are included in 
the appendix, page 81. 





PART V. DEFENSE HOUSING 


Following the outbreak of the Korean conflict it was found neces- 
sary to provide new housing in areas where new defense plants were 
established or expanded and where military installations were en- 
larged or reactivated. 

Title [IX was added to the Housing Act by Public Law 139, ap- 
proved September 1, 1951. Under this program FHA provided mort- 
gage insurance for homes and rental projects on a more liberal basis 
than under its regular insurance program. 

According to a report from the Housing and Home Finance Agency 
(appendix, p. 126), about 110,000 units were programed under title [X, 
of which 63,000 units, or about 56 percent, were intended for construc- 
tion near military installations. A total of 74,130 units were insured 
by FHA prior to the expiration of title IX on August 1, 1955. 

FHA participation 

Although HHFA programed about 110,000 units, FHA insured only 
74,130 units under the title [IX program; that is, only 74,130 units 
were built. Information is not available to indicate how many of 
the 74,130 units were constructed at or near military installations for 
military personnel or employees of the military departments. 

The extent that FHA participated in the overall program is indi- 
cated by the following table: 


Number of Number of | Face amount 


of loans of units of insurance 
Sec. 903, homes_ eS 7 57, 099 65, 645 $516, 762, 750 
Sec. 908, projects ieee a eemealeie 97 8, 485 63, 426, 605 
Total. "2 - ed 57, 196 74, 130 580, 189, 355 


To September 30, 1956, FHA had acquired, through foreclosure or 
otherwise, properties, projects, and mortgage notes as indicated in 
the following summation: 


Number of Total cost 


units assets to 
date 
Sec. 903, homes_..........- Scaaaiemennaeaels 5, 559 $42, 776, 890 
Sec. 908: 
8 iO a nes ae j 206 1, 547, 546 
Assigned mortgage notes a ad é 1, 588 11, 583, 351 
ee i cet thtalee bine ee 7, 353 55, 907, 787 


FHA, through its real-estate activities, has been able to dispose of 
some of the homes that have been acquired. To September 30, 1956, 
1,386 homes, which cost the FHA $10,481,590 have been sold. The 
net result of these sales has been a loss of $2,538,576 to the national 
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defense housing insurance fund, To date, FHA has not sold any of 
the projects or assigned mortgage notes held in its inventory. 

The status of the national defense housing insurance fund at Sep- 
tember 30, 1956, is shown in the following table: 


Income and other credits: 


Fees and insurance premiums. —_--_--_--- ih Pwr ar ees ee _ $11, 155, 453 
Income on investments___----_--_-- pedis oe rss 721, 903 
Interest on NDHI fund debentures purchased___--- ~~~ ~~~ -- 404, 369 
Contribution from war housing insurance fund__-___-_---~_-- 10, 000, 000 


22, 281, 725 


Disbursements and other charges: 
Salaries and expenses - _ _ - --_- _ paar 5, 201, 554 
Loss on sale of acquired properties_- i: : , es 2, 538, 577 
Miscellaneous expenses- - a ; vntaakee 29, 207 
Provision for valuation reserves_ _ _- aang 17, 820, 791 








25, 590, 129 


Capital: 
Contributions from other FHA insurance funds-__- ( 10, 000, 000 
Earned surplus, insurance reserve (cumulative earnings or 
deficit (—)) 7 Ren Saar me . —13, 308, 404 


— 3, 308, 404 

FNMA participation 
The Federal National Mortgage Association (FNMA) purchases of 
title [IX mortgages to September 30, 1956, totaled 54,395 and involved 
unpaid balances of $520,243,000, representing 95.1 percent of the 
number and 91.4 percent of the dollar amount of mortgages that had 
been insured by FHA. Thus, FNMA purchased 95.2 percent of the 
section 903 (home) mortgages insured by FHA and 67 percent of the 
section 908 (project) mortgages. The following table shows FNMA’s 
activity with respect to FHA-insured title LX mortgages through 

September 30, 1956: 





Section 903 Section 908 

Number of Amount Number of | Amount 

mortgages mortgages 
Contracts issued - . - Si 57, 148 | $518, 200,000 | 95 | $65, 431, 000 
Contracts canceled 2,813 28, 484, 000 30 24, 854, 000 
Contracts outstanding -- -- dint | 5 50, 000 |...... * liecatda sees =e 
Purchases 54, 330 489, 666, 000 | 65 | 40, 577, 000 
Repayments 1, 443 Ob, TUS Tocndcecos cans 927, 000 
Sales , | 3,490 | 29, 563, 000 | 12 10, 686, 000 
Other credits (foreclosures) satel 4, 933 42, 638, 000 | 14 9, 764, 000 


Portfolio. ; i 44,464 | 382, 669, 000 | 39 19, 200, 000 
! } ! 


85611—57 


4 
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The status of FNMA’s portfolio of title [IX mortgages at September 


30, 1956, is shown in the following summary: 


Section 903 


Number of 





Fection 908 














| 
| Amount | Number of Amount 
| mortgages | | mortgages 
—— -| — aati —— 
Number of mortgages in portfolio...........-- 44, 464 $382, 669, 000 | 39 | $19, 200, 000 
I es 42, 234 365, 354, 000 | 36 18, 709, 000 
Percent_ 94. 98 95. 48 | 92.31 | 97.44 
Mortgages in forebearance 346 3, 259, 000 > |- ne Seen 
Percent... €* sd 0.78 i " 
Mortgages delinquent ised 2, 230 17, 135, 000 | 3 491, 000 
Percent _- 5. 02 4.52 | 7.69 2. 56 
Mortgages delinquent 1 to 3 months 364 | i AED Cecrtincden aad -| ie 
Percent 0. 82 0. 86 | -| 
Mortgages delinquent 3 to 6 months 215 1, 939, 000 | ee 
Percent__- | 0. 48 | 0. 50 
Mortg ges delinquent over 6 months 273 | 2, 182, 000 a 
Percent 0. 62 a Fe ee” ee 
In liquidation (foreclosure) i 1, 032 6, 663, 000 3 491, 000 
Percent... 2. 32 1.74 | 7.69 2. 56 


At September 30, 1956, the combined holdings of FHA and FNMA 
of title 1X properties and mortgage notes amounted to 84.3 percent of 
the total number of home loans insured, and 59.8 percent of the total 
number project loans insured, as indicated in the foliowing: 





| | 
Sec. 903 
mortgages 


Sec. 


998 


mortgages 


peo hyo eee oe ee eee ee ‘ 57, 099 | 97 
Morteages held by FNMA................---------- é ai wit Qa! Se 
Mortgages held by FHA.-...-...------..-- 17 
Properties held by FHA--.--....--- 3, 654 | 2 
Ee t. — 

a casei ai Taal aching iia ti 4 dient ociaaisiinaiy aii eo 48.118 | 58 
Percent of total mortgages insured__...............-.-.-.....-- 84.3 59. 8 


The defense housing program was considered necessary and played 
an important role in contributing to the relief of the housing shortage 
at expanded or reactivated military installations. However, the 
program has been a costly one for the Government and may well be 
more costly in the future. FNMA holds over $400 million of these 
mortgages and FHA has properties and mortgages on hand at the cost 
of more than $45 million. In disposing of 1,386 out of 5,559 homes 
acquired, FHA has sustained a loss of over $2.5 million. 

As shown in the financial status of the national defense housing 
insurance fund, FHA has about $14.5 million in the fund for its title 
IX activities. If and when this is disbursed, FHA will be compelled 
to draw on other funds. 

Any examination of the title [LX defense housing program will in- 
dicate that it was enacted as a program to permit the speedy construc- 
tion of needed housing through the use of FHA insurance and private 
financing. However, to the extent that the FNMA has acquired 


title IX mortgages (54,330 out of 57,099 single-family mortgages and 
65 out of 97 project mortgages) this program has been financed not 
by private sources but by the Federal Government. 





PART VI. MORTGAGE INSURANCE FOR SERVICEMEN 


Justification 

Before the Senate Banking and Currency Committee in 1954, rep- 
resentatives of the Department of Defense testified that members of 
the active Military Establishment who had served their country during 
World War II and the Korean conflict and had chosen to remain in 
active service were unable to qualify for home loan guaranty benefits 
under the Servicemen’s Readjustment Act of 1944 because they did 
not possess a military discharge. Home loan benefits under the 
Servicemen’s Readjustment Act of 1944, as amended, are intended as 
readjustment aids for the veteran returning to civilian life. Such 
home loan benefits therefore were being denied to the career service 
personnel. 

The Department of Defense, especially through the Department of 
the Air Force, argued that the transient character of the military 
service and the substantial progress which had been made during the 
last few years in alleviating the military housing situation were some- 
times advanced to support the contention that the extension of home 
loan benefits to active duty military personnel is unnecessary. These 
factors in no way diminished our alleged feeling of discrimination 
prevalent among military personnel who claimed that continuing in 
the military service, denied them a substantial benefit to which they 
would otherwise be entitled. 

The Senate Committee on Banking and Currency was especially 
impressed by the fact that possession of a discharge entitled a veteran 
in civilian life to a benefit denied his counterpart in active service. It 
was felt that such discrimination had an adverse psychological impact 
upon the service personnel far out of proportion to the actual number 
of individuals directly affected. The committee felt that in the 
American way of life the purchase of a home was fundamental in the 
provisions for future security, and that men in the service with families 
were no different from their civilian counterpart in their desire to 
provide homes and security for their dependents. 

The Department of Defense pointed out to the committee that many 
individuals who chose to remain on active duty desired to establish 
their eventual permanent homes while on active duty but, under the 
existing pricing conditions and financing regulations, the required 
initial investment was beyond the capacity of the average serviceman, 

Accordingly, the Housing Amendments of 1954 provided in section 
222 a program liberalizing mortgage insurance for personnel of the 
Armed Forces of the United States and the United States Coast Guard. 
Requirements of the program 

Before a serviceman can be entitled to the benefits of this program, 
the Secretary of Defense or the Secretary of the Treasury, as the case 
may be, must issue to him a certificate indicating that he requires 
housing, that he is serving on active duty in the armed services of the 
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United States, and that he has served on active duty for more than 
2 years. A certificate may not be issued to any person ordered to 
active duty for training purposes only. A serviceman may be issued 
more than one certificate only if, in the judgment of the Secretary of 
Defense, the additional certificate is justified due to circumstances 
resulting from military assignment. A properly executed certificate of 
eligibility is all that the Federal Housing Commissioner requires to 
issue a commitment for mortgage insurance under this section of the 
act. 

Mortgages insured under this section are subject to the same limits 
on amounts as mortgages insured under the regular single-family 
housing provisions of the program, except that the maximum ratio 
of loan to value may, in the discretion of the Federal Housing Com- 
missioner, exceed the maximum amounts prescribed under the regular 
program, but not to exceed in any event 95 percent of the appraised 
value of the property, and not to exceed $17,100. A serviceman is 
required to either occupy the property or certify that his failure to do 
so is the result of his military assignment. 

Premiums on the insurance will not be payable by the mortgagee 
while the serviceman owns the home, but will be paid annually by the 
Secretary from the appropriations for pay and allowances of persons 
eligible for mortgage insurance under this section of the act. The 
Secretary must furnish a certificate of termination to the Federal 
Housing Commissioner upon the termination of ownership of the 
home by a serviceman, and future premiums will be payable by the 
mortgagee in the same manner as in the case of other mortgage 
insurance. 

Activity under the program 

Through September 30, 1956, FHA had insured 14,758 mortgages 
under this program in the amount of $193,161,180, as shown in the 
following table: 


Homes Number of Number of Mortgage Average per 
loans units amount unit 
New-- 3, 607 3,607 | $46,349, 050 | $12, 850 
Existing 11,151 11, 151 146, 812, 130 13, 166 
Total a ‘ 14, 758 14, 758 193, 161, 180 | 4 3, 089 


The Federal National Mortgage Association to September 30, 1956, 
through its secondary market operations, had purchased 512 mortgages 
with unpaid balances aggregating $5,728,000. The mortgages held 
by FNMA are all on a ‘current basis. The following is a résumé 
of FNMA’s activities through September 30, 1956: 


Activity Number of Amount 
mortgages 





Authorized -- aicat . ; 672 $7, 768, 000 


Canceled _- : ‘ | 15 205, 000 
Undisbursed _ - : : } 145 1, 788, 000 
Purchased__- 512 | 5, 775, 000 
Repaid } | 47, 000 
Sold ones i . . | @ | ‘ 


Other credits (foreclosures) - - : : . 
ll . cetetias - 512 5, 728, 000 
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Mortgages under this program may be purchased both on an 
immediate purchase basis and from standby commitments under the 
Association’s secondary market operations. In addition, mortgages 
may be purchased on an immediate purchase basis and from commit- 
ments under the Association’s special assistance functions. To 
September 30, 1956, one mortgage for $12,000 had been purchased 
under the special assistance functions. 








PART VII. HOUSING FOR ESSENTIAL CIVILIAN EMPLOYEES 
OF THE ARMED FORCES 


Justification 

During the later part of 1955, the Department of Defense brought 
to the attention of the Subcommittee on Housing the fact that a criti- 
cal need for housing for essential civilian employees of the Armed 
Forces was developing at various military installations. It was 
pointed out that this need was especially prevalent in areas adjacent 
to or surrounding certain installations which are designated as re- 
search or development installations where the armed services employ 
substantial numbers of civilian scientists and technicians. 

According to the Department of Defense, one of the installations 
most vitally affected by the lack of housing for essential civilian em- 
ployees was the Redstone Arsenal at Huntsville, Ala. This arsenal 
was designated in the early part of 1955 as the installation for the 
development and study of the intermediate continental ballistic 
missile program. As a result of this designation, the essential civilian 
complement at the arsenal has been increased significantly. This 
increase resulted in a critical shortage of civilian housing in the 
vicinity of the arsenal and in the city of Huntsville. 

The Department of Defense advised the Federal Housing Adminis- 
tration of this crucial housing shortage. However, the results of an 
economic analysis made by the FHA did not reveal that the normal 
growth of the area could absorb, nor could the area support, a vastly 
increasing building program should the arsenal be deactivated as a 
research and development installation within a reasonably short time. 
The FHA took the position that although it was aware of the crucial 
need for housing in that area, the agency, because of statutory re- 
strictions, could not issue commitments to insure a number of houses 
greater than could be supported by the economic analysis of the 
Huntsville area. An actual investigation revealed that an insufficient 
supply of housing existed in the vicinity of the arsenal and any sub- 
stantial expansion of the military or civilian complement could not be 
accommodated unless additional housing was constructed in the area. 
The investigation further revealed that almost every available dwell- 
ing in Huntsville or vicinity, whether for rent or for sale, was occupied. 

Since title [IX (defense housing) of the National Housing Act had 
expired on August 1, 1955, the only method by which additional hous- 
ing could be constructed in this area through Government-insured 
mortgages was under FHA’s permanent single-family or multifamily 
insurance programs. Since the FHA refused to grant any commit- 
ments pursuant to these programs because the area could not meet the 
test of economic soundness, both the Department of Defense and the 
FHA were called upon to suggest some method of meeting this crucial 
housing need. 

After an exchange of correspondence between the chairman of the 
Subcommittee on Housing, the Secretary of Defense and the Admuinis- 
trator of the Housing and Home Finance Agency with respect to 
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progress in developing an ———- solution to the problem, the 
subcommittee, on February 27, 1956, held hearings on the housing 
demand at the Redstone Tr son F Followi ing the hearings, the chair- 
man of the subcommittee again wrote to the Sedretary of Defense 
and the Administrator of HHFA requesting the respective parties to 
agree upon some formula whereby the housing demand in areas such 
as Redstone Arsenal could be met and provide a basis for possible 
legislative action. However, it was not until March of 1956 that a 
formula was developed authorizing the FHA to issue mortgage. in- 
surance commitments to essential civilian employees of the Armed 
Forces and, when necessary, permitting the Department of Defense 
to guarantee the Armed Services Housing Mortgage Insurance Fund 
from loss with respect to these mortgages. 

On March 23, 1956, a bill was introduced in the Senate to amend 
the National Housing Act. This bill, as finally approved by both 
Houses of Congress, on June 13, 1956, became Public Law 574. The 
legislation added a new section to title VIII of the National Housing 
Act authorizing the FHA to insure mortgages on homes to be owned 
by civilians who are essential employees of the Armed Forces, or 
employees of contractors engaged by the armed services at research 
or development installations. Mortgage terms available under this 
amendment are the same as those available under the regular home 
insurance programs. 

Requirements of the program 


To be eligible for insurance under this new program, a mortgage 
must be executed by a mortgagor who, at the time of insurance, is the 
owner of the property and either occ upies the property or certifies that 
his failure to do so is the result of a change in his employment by the 
Armed Forces or a contractor thereof, and to whom the Secretary of 
Defense or his designee has issued a certificate (DD Form 1159, 
application for and certificate of employment eligibility) indicating 
that such person requires housing and is, at the date of the certificate, 
a civilian employee at a research or development installation of one 
of the military departments or a contractor thereof, and is considered 
by such military department to be an essential nontemporary employee 
at such date. The certificate is considered conclusive evidence by the 
FHA Commissioner of the employment status of the proposed mort- 
gagor and of his need for housing. 

No mortgage may be insured under the provisions of Public Law 574 
unless the Secretary or his designee has advised the Commissioner 
(DD Form 1158, certificate of need) of the need to provide adequate 
housing for such civilians employed in connection with such research 
or development installations and that there is no present intention to 
substantially curtail the number of civilian personnel assigned or to 
be assigned to such installation. Such certificate of need is accepted 
by the Commissioner as conclusive evidence of the need for such hous- 
ing. However, if the Commissioner determines that insurance of 
mortgages on such housing is not an acceptable risk, he may require 
the Secretary to guarantee the armed services housing mortgage 
insurance fund (title VIII, insurance fund) from loss on such mort- 
gages. The Commissioner may accept any mortgages for insurance 
without regard to any requirement that the project or property be 
economically sound or an acceptable risk. 
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Activity under the program 

The Department of Defense and the FHA have developed proce- 
dures and regulations to implement Public Law 574 and have entered 
into a memorandum of agreement relative to certain requirements, 
interpretations and procedures under the Act. (Memorandum of 
agreement, directives and instructions of the Department of Defense 
are attached hereto as appendix, p. 132.) 

The Department of Defense has at this time authorized the execu- 
tion of certificates of need for 500 family housing units at Redstone 
Arsenal, Huntsville, Ala., and for 1,000 units at Patrick Air Force 
Base, Cocoa, Fla. The Department of Defense has indicated that 
these are initial increments of anticipated programs to be developed 
for these installations and additional increments will be authorized as 
warranted. 

The Commissioner of FHA has required the Department of Defense 
to guarantee the armed services housing mortgage insurance fund from 
loss with respect to mortgages to be insured at both Huntsville, Ala., 
and Cocoa, Fla. 

At the present time, the Department of the Air Force is making a 
survey at Holoman Air Force Base, N. Mex., and at Edwards Air 
Force Base, Calif., and the Department of the Navy is making a 
survey at the Naval Ordnance Test Station, China Lake, Calif. to 
determine whether this new program may be applied in those areas. 





APPENDIX 





The following material is an appendix to part IT: 


Cost of family housing to the armed services 


| 














Type of housing 25 years 50 years 
cia ep tiiiniateinitin nical ee inseam ests eran 
Appropriated fund ; sc : ao $29, 952 | $38, 702 

Initial cost ! 16, 000 | 16, 000 
Interest at 3 percent ? | 5, 202 5, 202 
Maintenance and operation cost 3 | 8, 750 17, 500 
‘apehart..- ‘ 34, 057 2, 807 

fpr fener 

Initial cost 4 | 15, 000 15, 000 
Interest at 4 percent 5 i 8, 760 8, 760 
Mortgage insurance premium 4 ani 547 547 
Cparepsiated fund aid 4 : Va oe | 1,000 1, 000 
Maintenanee and operation cost 3___- ‘ 8, 750 17, 500 
fo: its dUbaids Pidiindsties ; a abd -| Pari 27, 000 54, 000 
Quarters allowance 7___ _- ‘ ; : . ‘ ‘ ‘ 27, 000 27, 000 


| Average cost of $16,000 per unit based on contracts for more than 1,600 units recently awarded by the 
Army; indications are that Navy and Air Force costs are of the same magnitude. 

? Based on approximate cost of money to the Government. A monthly payment of $90 (actually $89.84) 
will pay off a $16,000 loan in 19 years, 8 months; the total amount paid during this period would be $21,202 
($16,000 for principal and $5,202 for interest). 

3 Based on average cost of $350 per year or about 33 cents per square foot for a 1,050-foot unit. This figure 
may be low on a servicewide basis, but it is believed to be reasonable for new, well-constructed housing. 

‘ Based on average set forth in pending amendments to title VIII of the National Housing Act. This 
amount plus average expenditure of $1,000 of appropriated funds for site acquisition and offsite utilities 
(authorized by sec. 505, Public Law 155 82d Cong.) provides a unit comparable to that obtained under the 
appropriated fund program. 

’ Amount required to pay off a $15,000 loan in 25 years at $79.20 per month. 

6 Total mortgage insurance premium at 4 percent over 25-year period. The monthly premium ranges 
from $3.02 in the first year to zero in the final year. 

7 Based on average payment of $90 per month to officers and upper grade enlisted personnel as an allowance 
in lieu of quarters. 


Source: Family Housing Division, OASD (P&I), Apr. 11, 1956, 
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Authorization and construction of military family housing with appropriated funds, 
fiscal years 1949-57 


Army 


Air Force 


Navy 
Number Number Number 
Fiscal year | Number units Number units | Number units 
units built o1 units built or | units built or 


authorized 


under con- | 


authorized | under con- 


authorized 


under con- 











| Struction ! struction struction 
| | 

1949—Continental_____.-_--- 3,813 1, 880 | (2) (2) 316 | 308 
Overseas 1,475 252 (?) (? 130 22 
1950—Continental _ _- , 0 234 | 0 | 0 0 0 
Overseas 459 161 537 387 | 96 | 0 
1951—Continental _ _. 28 249 0 0 122 122 
Overseas ‘s : 1, 007 2, 133 798 415 0 |} 0 
1952—Continental- 0 0 723 429 33 15 
Overseas 465 22 3, 772 1, 535 18 | 9 
1953—Continental_ _. 24 24 746 416 2 | 2 
Overseas 880 1,142 368 368 30 0 
1954— Continental 0 0 0 0 5 5 
Overseas 309 449 0 0 0 0 
1955—Continental. _. 4,212 1,612 5, 976 | 2, 120 1,417 | 1, 210 
Overseas. . > 205 13 715 715 327 327 
1956—Continental _ _- 5, 059 3, 616 8, 058 1, 272 384 | 69 
Overseas : 700 156 60 0 2, 369 | 1, 499 

1957—Continental_ _. 150 1, 694 w Miesieake 
Overseas 96 1, 450 396 -, 
Total_ 18, 882 12, 061 24, 897 10, 037 5, 645 3, 588 


1 Where construction is greater than authorization in a single year 
in a prior year. 
2 Included in Army figures. 


, it is based upon authorization granted 


Family housing requirements, assets and deficit for personnel in the armed services 


Number of units 





Total Army Navy Air Force 
Requirements.._......._- . 705, 000 264, 000 165, 000 276. 000 
Officers otis 22%, 3 298, 000 78. 000 50, 000 100, 000 
Noncommissioned officers_-._- 384, 000 149, 000 95, 000 140. 000 
Enlisted ! ; 56, 000 15, 000 15, 000 26. 000 
Rey civilians... ik. cskss. 37,000 22, 000 5, 000 10, 000 
Existing assets 2__.___- : ped Pcin Ski 352, 500 139, 300 81, 700 131, 500 
Military 116. 500 66. 100 28, 300 29 100 
Wherry. 80, 000 21. 200 91. 400 37. 400 
Private 156, 000 52 000 32, 000 72. 000 
Deficit - A 352, 500 124. 700 83. 300 144, 500 
Active programs 3__ 206, 800 68, 800 30, 500 107, 500 
Appropriated funds. ee 30. 900 10, 100 4 800 16. 000 
Capehart 4 150, 000 50, 000 25, 000 75. 000 
Rental guaranty 7, 900 200 0) 5, 700 
Surplus commodity 4 : 15, 000 3. 500 700 10, 800 
Leasing_- bas Baa : ; 3, 000 3. 000 0 0 
Net deficit_ = ee oe 145, 700 55, 900 52, 800 37, 000 
1 Includes enlisted men in grade E-4 with less than 7 years service and key enlisted men in lower grades 
who receive quarters allowances under temporary legislation. 
2 Includes existing adequate family housing; excludes all inadequate housing and adequate housing which 


has been or is being developed under currently active military family housing programs. 
3 Includes all housing which has been or is being developed under currently active military family housing 
t progress. 


ted on basis of units approved to date. 


programs. (See attached tables for detail of developme 
4 Distribution by Army, Navy, and Air Force is estime 
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Status of development progress in currently active military family housing programs 





























Number of units 
Program and state of development 
Total Army Navy Air Force 

Appropriated funds: ! 

IO enaneingih, ck treihdiceeniiieies 30, 957 10, 121 4, 796 16, 040 

Ue? GORE. 6. cn actmne dant adbickueealel 14, 806 6, 232 3,7 4, 867 

Under contract or complete...............- 11, 269 5, 376 2,914 2, 979 
Capehart program: 2 | 

I is oc nuh dctalixinudemabmnenis 76, 514 25, 817 10, 861 39, 836 

SPE MR... cunntciosokuntonnsenireaanee 64, 433 25, 817 3,972 34, 644 

RE nicngt ce on a adlehamiedoue iaesaanie | 17, 435 13, 261 0 4,174 

eae ee ee 1, 738 284 0 1, 444 
Leasing program: % 

a a 2, 500 2, 500 0 0 

PINT Su in inn warden O68 Serkan oka anamaees 1, 000 1,000 0 0 
Rental guaranty: 4 

I itiddedeideisitaaediees 7, 879 2, 152 0 5, 727 

RP I-65. cui taken demeandie chcammedl 7. 063 | 2, 152 0 4,911 

MOET cininacensheccotsaubonlcntkcadiud 7, 063 | 2, 152 0 4,911 

Under contract or complete. ............-..} 7, 063 | 2, 152 0 4,911 
Surplus commodity: § 

| eae eer 8, 504 | 2, 064 426 6.014 

of aii Aiatatae é eee 7, 264 | 1, 664 300 5, 300 

RAMI 5 5 ic3 hon ckdcanehtecadketales 5, 364 | 1, 664 | 300 3, 400 

Under contract or complete. ..............- 1, 500 0 0 1, 500 





1 Authorized by Public Laws 765, 83d Cong.; 161, 84th Cong., and 968, 84th Cong.; $486,187,300 were appro- 
priated for 30,957 units, all of which have not been developed due to deferral on account of fund limitations, 
changes in requirements, and conversion to the Capehart program. 

2 Title VIII of the National Housing Act as amended by Public Laws 345, Sth Cong., and 1020, 84th 
Cong. Present statutory aggregate mortgage limitation is $2.3 billion; it is estimated that these funds will 
permit provision of 150,000 units under this program. Maximum mortgage per unit is $16,500. 

Authorized by Public Law 161, 84th Cong. and amended by Public Law 968, 84th Cong. Current 
limit is 3,000 units with a maximum monthly rental of $150 per unit. 

4 Authorized by Public Law 534, 82d Cong. Current activity is limited to planned program approved 
to date by the Armed Services Committees of the House and Senate. 

§ Authorized by Public Law 765, 83d Cong., as amended by Public Laws 161, 84th Cong. and 968, 84th 
ae Present statutory limitation is $250 million; it is estimated that these funds will permit provision 
of 15,000 units, 


The following material is an appendix to part IIT: 


Wherry housing projects insured or committed to be insured prior to passage of 
Public Law 94, approved June 30, 1953 


Project | Number of 
Alabama: units 
Anniston Ordnance Depot, Anniston, Ala_...........----------- 95 
BLOGKIGyY Air POvee DAGe, BEOOUG, Biss. -. 52.4 cece cece aee eee 175 
Craig Air Foree Base; Selma, Alé. - 2s 6 sew < oa Occ iteeedaewaletd. 225 
Maxwell Air Force Base, Montgomery, Ala_........--..-------- 250 
Redstone Arsenal, Huntsville, Ala. o- nt si. ~ccwesawidcummedaad 120 
Arizona: 
Davis-Monthan Air Force Base, Tucson, Ariz_._.....-..-------- 550 
Navaho Ordnance Depot, Bellemont, Ariz_...........-.-.-.-.-- 69 
Williams Air Force Base, Chandler, Ariz..... 43.4245) s«nd.aeqeue 500 
California: 
Barstow Marine Corps Supply Depot, Barstow, Calif_.......----. 337 
Camp Pendleton Marine Barracks, San Diego, Calif........----- 1, 562 
Castile Air Foree Base, Merced, Calif: .. s_ <.. .v-s ncn dsntigcicews 700 
Edwards Air Force Base, Munroe, Calif... i - 2... -nenwisih-cunum 1, 250 
El Toro (Marine Corps Air Station), Santa Ana, Calif........-.-. 571 
Fort Ord, Monterey, Call. . 3.0% .osaesest shanaekkhwuatends ens 1, 000 
George Air Force Base, San Bernardino, Calif...............---- 650 
Hamilton Air Force Base, San Rafael, Calif............-.-...--- 500 
March Air Force Base, Riverside, Calif..............--.......-- 644 
Mather Air Force Base, Mather Field, Calif. _...........------- 750 
McClellan Air Force Base, Sacramento, Calif...............---- 105 
Moffett Field Naval Air Station, San Jose, Calif.............---- 72 
Monterey (NAV PGScl),.Monterey, Calif... 44456. see nd chewn 523 
Naval Ordnance Test Station, Inyokern, Calif............--.---- 300 


1 Where more than 1 project has been constructed at an installation the totals are combined. 
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Wherry housing projects insured or committed to be insured prior to passage of 
Public Law 94, approved June 30, 1958—Continued 


Project Number of 
California—Continued units 
Port Hueneme (NABD), Oxnard, Calif.....................---- 326 
Presidio of San Francisco, San Francisco, Calif -_------ padre ets 500 
San Diego Naval Base, San Diego, Calif......_____- Scanners 895 
San Diego, 11th Nav al District, San Diego, C eg Sige ode 896 
Sierra Ordnance Depot, Herlong, Calif...................--..-- 125 
Stockton Annex, Naval Supply Center, Stockton, e 43 
TYavis Air Force Base, Fairfield, Calif....................-..... 980 
Colorado: 
Fitzsimons General Hospital, Denver, Colo- Eatteia Haak See 200 
Lowry Air Force Base, Denver, Colo___---- ee eae areas oat 480 
Florida: 
Eglin Air Force Base, Eglin Field, Fla_.......-_._____-- arenes te 750 
Green Cove Springs Naval Station, Green Cove e Springs, Pea Woe 392 
Key West Naval Base, Key West, Fla__----- ae Ns ct nah 1000 
PanGivin Air FT OFOO Meee, LOMA, PIA. ...<. 5025-5555. 522-5--<-2 800 
Patrick Air Force Base, Cocoa, Fla_- Sed: Seale 680 
Tyndall Air Force Base, Panama City, Mk Se isc oo ken datos! 450 
Whiting Fields Naval Air Station, Milton, F See ere = pial ee 96 
Georgia: 
Atlanta General Depot, Atlanta,;Ga_.........._....-.-62-..52.- 125 
ee A OO (ee Sc rene 800 
ere I OT), ARIAT 08 os oh meme aes oem Kus sage came 225 
Hunter Air Force Base, Savannah, Ga_- itn ead “(mo SOC 500 
Robins Air Force Base, Warner-Robins, Ga_____._.___-_--.----- 500 
Hawaii: 
—e rs Point Naval Air Station, Honolulu, T. H____-- ‘ poe 260 
o_- see ee ee 355 
Pearl Harbor Naval Base, Honolulu, Oe Bias oe, 962 
i sere sah res 4 RANE ett Bite tk aie dad areas tease. mies. ; 75 
i ae Pee le ee a ES gre Fer ae were SA 425, 
Illinois: 
Chanute Air Force Base, Rantoul, Ill______-_-- pi iat A tg 800 
ree soeeenamen Suess, eperitien We ee se 100 
Great Lakes Naval Training Center, North Chie OEE ean, 1, 000 
Headquarters, Fifth Army, Chicago, Ill___.............--_----- 252 
Beovt Air Voree Base, Belleville, Til. .....................2..... 1, 000 
Indiana: 
Fort Benjamin Harrison, Indianapolis, Ind ee So eas 300 
Naval Ordnance Plant, Indianapolis, Ind____-......------------- 10 
Naval Ammunition Depot, Martin County, Ind____------------- 200 
Kansas: 
Fort Riley, Junction City, Kans es i ee er ear 400 
Fort Leavenworth, Leavenworth, Kans____------ SB en 227 
Olathe Naval Air Station, Olathe, Kans___........-...--------- 196 
Kentucky: 
Blue Grass Ordnance Depot, Richmond, Ky-__----------------- 65 
Fort Campbell, Hopkinsville, Ky- SI aera eats Be ne aos occas sc aes, . | 
ee nS a RN oe oe pe oc eceencencstemecne 1, 700 
Paducah (Atomic Energy Commission) , Padue ah, Ky- eagle Pe 500 
Louisiana: Barksdale Air Force Base, Shreve UN oe oc em 692 
Maine: 
Brunswick (Bath Site) Naval Air Facility, Brunswick, Maine__-_-_- -- 232 
Limestone Air Force Base, Limestone, Maine_______-__--.------- 1, 500 
Maryland: 
Aberdeen Proving Ground, Baltimore, Md_.-_------------------ 796 
Annapolis Naval Academy, Annapolis, Md_ - - --- ; po ane ee 390 
Army Chemical Center, Edgewood, Md- ---- rena = Se a 554 
Fort-George G. Meade, Laurel, Md............-......-....---. 786 
Fort Holabird, Baltimore, RE ee Ne ge Se ae ke 149 
Naval Powder Factory, Indian Head, ee ee See 379 
Naval Training Center, Bainbridge, Md_ Beene een ees ee 740 


Patuxent River (Naval Air Station-Naval Air Test C enter), Patux- a 
Pte. eb acne a a ee eS ran 1, 000 


ent, Md 
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Wherry housing projects insured or committed to be insured prior to passage of 
Public Law 94, approved June 30, 19583—Continued 


Project Number of 
Massachusetts: units 
Pere Epewens,- Bet; Bethe dn ccce lnk ic wc cst eee uae 202 
Westover Air Force Base, Springfield, Mass__.._..........-.-_ - 882 
BOD w'sinia wn ans eerie ipiielaretrctuaiilalta taiaaalns Soe) ans tania eae 268 
Michigan: 
Detroit -Arsenal, Centerline, 'Mich* - ...-........-. ~~ 2.2... 150 
Selfridge Air Force Base, Mount Clemens, Mich_.._._____.-____- 511 
Mississippi: Keesler Air Force Base, Biloxi; SE pall ge 858 
Missouri: St. Louis Ordnance Depot, St. Louis, Mo___........-._-__- 120 
Montana: 
Great Falls Air Force Base, Great Falls, Mont._......._._____-- 400 
Dic crc enanrwyntande tay Mahe ae ean tes a ated oak oe ee ee 192 
Nebraska: Offutt Air Force Base, Omaha, Nebr___._...____._______- 611 
Nevada: Nellis Air Force Base, Las Vegas, Nev_._......------_----- 401 
New Jersey: 
Bayonne Naval Supply Depot, Bayonne, N. J_....-.....-_-.-_-- 156 
Fort Dis, -Wrigntslowe;- Needis cco 5c apind cucan< scuba oedocecaeeen 700 
Ii sc oases ab tala hE tet Nan aac N rk on cl eg AR Citic dah oa ee cates 300 
Fort. Monmouth, Eatontown, NJ. =. <2... oo. se ceseareeece 597 
Lakehvrst Naval Air Station, Lakehurst, N. J--......_..-_--___- 230 
New Mexico: 
Holloman Air Force Base, Alamogordo, N. Mex.______._.--_---- 400 
Kirtland Air Force Base, Albuquerque, N. Mex__._____-____--_- 460 
Sandia‘ Base, -Aiswauderdne” Ns hree. ee 300 
Walker Air Force Base, Roswell, N. Mex__.......-.-.-_._-___-- 800 
White Sands Proving Ground, Las Cruces, N. Mex._.___-___-__-- 235 
New York: 
Fort Hamilton, Brooklyn, N. Y_-___----- Tegel c be = ie glad Ee 681 
N itchel Air Force Base, Hampstead, Long Island, N. Y________-- 628 
Scherectady General Depot, Schenectadv, N. Y____.-____-___-_-- 50 
Stewart Air Force Base, Newburgh, N. Y__--..-.--_._--.---- ats 283 
North Carolina: 
Carp Lejevne (Marine Barracks), Jacksonville, N. C__.....___-- 2, 108 
Cherry. Point-(NCAS), Cherry: Point.“ NC. 7. 1, 421 
Mort Terage. PAY ORCAVING, ON Mo ee = ile cn wks Sor cee % ee 2, 000 
Weeksville Naval Air Facility, Elizabeth, N. C Asai heat he 42 
Ohio: Wright-Patterson Air Force Base, Dayton, Ohio_._._.._-_-__-_- 2, 000 


Oklahoma: Fort Sill, Lawton, Okla_ - -_--_- hovige Tecautnttsa te <auliteciaebael 500 
Pennsylvania: 
Carlisle Barracks, Carlisle, Pa__- as aaa ask aheioe cee aati 152 
Letterkenny Ordnance Depot, Chambersburg, Pa____._._______- 48 


Tobyhanna Signal Depot, Tobyhanna, Pa__________...__-__-_-- 200 
Puerto Rico: 

POrt OCORDON. FA AON. 2. Mic on ca otun édenewdaukecusae nee’ 237 

Ramey Air Force Base; Again, -P. ih... 66 adeno ccu-owwwemeuua 575 
Rhode Island: 

Newport Naval Base, .Newnort.«kh. 1 a1.25-..nckanos naa + bomen 156 

Ca a ha sak a scl Nt bcc dc orn cao A Sel cca a 200 

Qvonset Point Naval Air Station, Quonset Point, R. I...-.-.---- 350 
South Carolina: 

Parris Island Recruit Depot, Parris Island, 8. C_..........._---- 85 

Shaw Air Force Base, Sumter, 8. C__.-.._..---- ee hwy ee Bem 500 
South Dakota: 

Elisworth Air Force Base, Weaver, S. Dak__._._______-___- aay 401 

Rapid City Air Force Base, Weaver, S. Dak__......._.--_------ 490 
Tennessee: 

Memphis Naval Air Station, Memphis, Tenn_-_ _- £ A 540 

Milan Arsenal, Milan, Tenn___. toes * 100 

Sewart Air Force Base, Smyrna, Tenn__-_- % 600 
Texas: 

Bergstrom Air Force Base, Austin, Tex__- dilate at ak 480 

Biggs Air Force Base, El Paso, Tex ; ee A 800 

Carswell Air Force Base, Fort Worth, Tex_- Shae ria ete 600 


Corpus Christi Naval Air Station, Corpus Christi, Tex_...___..-- 340 
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Wherry housing projects insured or committed to be insured prior to passage of 
Public Law 94, approved June 30, 1958—Continued 


Project Number of 
Texas—C ontinued units 
Daittus Naval Air Station, Dallas, Tex... .. ~~. ..<h~-vsud-scuwodl 129 
Sa eeeenet) Sore A I etl ene Cael dn uueS 800 
Fort Hood, Keleen, Tex : Plante a artnitisd a asi cal 568 
Port Gam touston, San Antonio, Tex.......................... 840 
Fort Worth Quartermaster Depot, Fort Worth, Tex._._...-_---- 30 
James Connally Air Force Base, Waco, Tex...............------ 500 
Kelly Air Force Base, San Antonio, Tex- Ah ti tawluaegls si 592 
Kin ssville Naval Auxiliary Air Stution, Kingsville, Tex......._- ; 296 
Lac land Air Force Base, San Antonio, Tex___-- Bhan Bete oe 600 
Randolph Air Force Base, San Antonio, Tex_......-..-...-.-.-- 612 
Red River Arsenal, Texarkana, Tex_________- a er ai ie 55 
pees Rar Porce ase, TABHOCK 41 OF ine oe ch co eeS cc dcsnelie 418 
Sheppard Air Force Base, Wichita Falls, Tex.............--._--- 612 
Wolters Air Force Base, Mineral Wells, Tex.__.._---.--_________- 500 
Utah: 
Deseret Chemical Depot, Tooele, Utah_._........-.-----__---__- 26 
Dugway Proving Ground, Tooele Utah__...........-._-_____ .- 400 
faut Aer Forde sase, Ocden, Utah. 2. 6s. ocak nccwwnceel, 350 
Tooele Ordnance Depot, Tooele, Utah....s . .c< ccidc ant ccwwee osuc 25 
‘ita teneral Depot Orgden, Utah... ....................-..uwn 53 
Virginia: 
ERIS RSEOEE, PROGR WO ot on weticnnniho oman nov kwindiciabae 400 
Chincoteague Naval Ordnance Training School, Chincoteague, Va- 306 
5th Naval District Headquarters, Norfolk, Va. (Hewitt Farms) - - - 516 
Og Lage Soo ae aS Se ae a een ¢ een erer ea 450 
CCIE OMS se se mote ecoemianuewe 412 
ore cee. Pevreoure, VA-. .. 2.20. ecc nda ch tlemet te tet a ee At 300 
ire LOIS; MURR I IR tee SS eaten wins wid ele a bate deeds 206 
Little Creek Amphibious Base, Norfolk, Va_.......-.._._---__-- 400 
Oceana Naval Air Station, Norfolk, Va__..........._----_______. 554 
Portsmouth, Naval Shipyard, Portsmouth, Va__..-...-.-------- 159 
Q ‘antico Marine Corps School, Q iantico, Va_...........------- 450 
MUEKEOW BUMS, DOTEIOON, Nod ok Scien wc cnckccs dcnkeseb au 130 
Washington: 
Fairchild Air Force Base, Spokane, Wash__.-.-...--..-.-------- 1, 000 
Larson Air Force Base, Moses Lake, Wash__._.........-....-.-- 600 
Richland Atomic Energy Community, Richland, Wash_.____.__-_- 500 
BPO ae eee ache le tien cia S as easas eieiaag ac os ocak a Ae 500 
Whidbey Island, Naval Air Station, Whidbey Island, Wash_-_-_---- 300 
Wyoming: Warren Air Force Base, Cheyenne, Wyo.__-.-..---------- 500 
eee atk cin Peano wemhoenecneeowan basis 79, 385 


Supreme Court of the United States 
No. 404.—October Term, 1955. 


Orrutt Hovusinc Company, A CORPORATION, PETITIONER, v. CouNTY OF SARPY 
AND Rospert M. Esy, TREASURER OF THE COUNTY OF SaRPy, NEBRASKA. 


On Writ of Certiorari to the Supreme Court of Nebraska. 
[May 28, 1956.] 


Mr. JusTIcE FRANKFURTER delivered the opinion of the Court. 

This suit was brought by petitioner against respondent county and its treasurer 
for a declaratory judgment that petitioner was not required to pay certain state 
and county “‘personal property”’ taxes and for an injunction against the levy of 
such taxes on that property. The controlling facts are not in dispute. Petitioner 
is a Nebraska corporation organized primarily to provide housing for rent or sale. 
On January 18, 1951, petitioner entered into a contract with the Secretary of the 
Air Force to lease 63 acres of land and to build a housing project on Offutt Air 
Force Base in respondent county in accordance with specifications submitted to 
the Department of the Air Force and to be approved by the Federal Housing 
Commissioner. 
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The lease was for 75 years at.a rental price of $100. per year. It provided that 
the “buildings and improvements erected by the Lessee, constituting the aforesaid 
housing project, shall be and become, as completed, real estate and part of the 
leased land, and public buildings of the United States, leased to Lessee 
and further provided that “upon the expiration of this lease, or earlier termination, 
all improvements made upon the leased premises shall remain the property of the 
Government without compensation ... .” | Petitioner was to lease all the units 
of the project to such military and civilian personnel at the Base as were desig- 
nated by the Commanding Officer, on terms specified in the contract and at a 
maximum rent approved by the Federal Housing Administration and the Air 
Force. The Government was to provide fire and police protection to the project 
on a reimbursable basis. Petitioner had the right to permit public utilities to 
extend water, gas, sewer, telephone, and electric power lines onto the leased 
land in order to provide those services. Petitioner agreed to insure the buildings 
at its own expense, to permit Government inspection of the premises, and to com- 
ply with reg: lations prescribed by the Commanding Officer for military req ire- 
ments for safety and security purposes, consistent with the use of the leased land 
for hovsing. Petitioner could not assign the lease without the written approval 
of the Secretary of the Air Force. 

The pre ferred stock of petitioner was held by the Commissioner of the Federal 
Housing Administration which, acting under Title VIII of the National Housing 
Act (the W herry Military Housing Act), 63 Stat. 570, insured a mortgage on the 
project after receiving a certificate from the Department of the Air Force that 
a housing project was necessary to provide adequate housing for civilian or mili- 
tary personnel. After the signing of the contract and the insurance of the mort- 
gage, construction proceeded forthwith. Petitioner filed no county tax return, 
although the Attorney General of Nebraska had ruled that its interest in the 
project, including all of the ‘‘personal property’? used therein, was taxable as 
“personal property.”’ On June 23, 1952, the county assessor of Sarpy County 
filed a schedule on behalf of petitioner, listing a taxable total of $825,685, itemized 
as “Furniture & Fixtures—Tools & Equipment’’; ‘‘Household Appliances’’; and 
“Improvements on Leased Land.” Petitioner never paid the resulting county 
and state tax, and after the county treasurer threatened to issue the usual distress 
warrant to collect the taxes, petitioner brought this suit. 

The District Court of Sarpy County held that since title to the buildings and 
improvements was in the United States, Nebraska and Sarpy County could not 
tax them. The Supreme Court of Nebraska reversed, holding that Congress had 
given Nebraska the right to tax petitioner’s interest in the property and that for 
tax purposes, under Neb. Rev. Stat. § 77-1209, petitioner was in fact and as a 
matter of law the owner of the property sought to be taxed. 160 Neb. 320, 
70 N. W. 2d 382. Petitioner’s attack on the Nebraska judgment raises serious 
questions of state-federal relations with respect to taxation of private housing 
developments on Government-owned land, and therefore we granted certiorari. 
350 U. S. 893. 

This is another in a long series of cases in this Court dealing with the power of 
the States to tax property in private hands against a claim of exempt status 
deriving from an immunity of the Federal Government from state taxation. 
Offutt Air Force Base falls within the scope of Article I, § 8, cl. 17 of the United 
States Constitution, providing that the Congress shall have power 

“To exercise exclusive Legislation in all Cases whatsoever, over such District 
{of Columbia]. . . and to exercise like Authority over all Places purchased 
by the Consent of the Legislature of the State in which the same shall be, 
for the Erection of Forts, Magazines, Arsenals, dock-Yards, and other 
needful Buildings. . . .” 
The course of construction of this provision cannot be said to have run smooth. 
The power of “exclusive Legislation’? has been held to prohibit a state tax on 
private property located on a military base acquired pursuant to Art. I, § 8, cl. 17. 
Surplus Trading Co. v. Cook, 281 U. 8. 647. On the other hand, the State may 
acquire the right to tax private interests within such a location by permission of 
Congress, see, e. g., the Buck Act, 54 Stat. 1059 (permitting state sales, use, and 
income taxes), and we have also held that the State may tax when the United 
States divests itself of proprietary interest over the area on which the tax is sought 
to be levied. S. R. A., Inc. v. Minnesota, 327 U.S. 558; see also Baltimore Ship- 
building Co. v. Baltimore, 195 U. 8. 375. 

The line of least resistance in analysis of our immediate problem is to ascertain 
whether Congress has given consent to the type of state taxation here asserted. 
The applicable congressional statutes are the Military Leasing Act of 1947 and 
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the Wherry Military Housing Act of 1949 (adding Title VIII to the National 

Housing Act). The Military Leasing Act provides: 
“That whenever the Secretary of War or the Secretary of the Navy shall 
deem it to be advantageous to the Government he is authorized to lease such 
real or personal property under the control of his Department as is not sur- 
plus to the needs of the Department within the meaning of the Act of Octo- 
ber 3, 1944 (58 Stat. 765), and is not for the time required for public use, to 
such lessee or lessees and upon such terms and conditions as in his judgment 
will promote the national defense or will be in the public interest. Each such 
lease shall be for a period not exceeding five years unless the Secretary of the 
Department concerned shall determine that a longer period will promote the 
national defense or will be in the public interest. . . . Each such lease shall 
contain a provision permitting the Secretary of the Department concerned 
to revoke the lease at any time, unless the § Secretary shall determine that 
the omission of such provision from the lease will promote the national de- 
fense or will be in the public interest. In any event each such lease shall be 
revocable by the Secretary of the Department concerned durin¢ a national 
emergency declared by the President. . . . The authority herein granted 
shall not apply to oil, mineral, or phosphate lands. 


“Sec. 6. The lessee’s interest, made or created pursuant to the provisions 
of this Act, shall be made subject to State or local taxation. Any lease of 
property authorized under the provisions of this Act shall contain a pro- 
vision that if and to the extent that such property is made taxable by State 
and local governments by Act of Congress, in such event the terms of such 
lease shall be renegotiated.”’ 61 Stat. 774-776. 

Two years later, the Wherry Act provided: 

‘“‘Whenever the Secretary of the Army, Navy, or Air Force determines that 
it is desirable to lease real property within the meaning of the Act of August 
5, 1947 (61 Stat. 774), to effectuate the purposes of this title, the Secretary 
concerned is authorized to lease such property under the authority of said 
Act upon such terms and conditions as in his opinion will best serve the 
national interest without regard to the limitations imposed by said Act in 
respect to the term or duration of the lease, and the power vested in the 
Secretary of the Department concerned to revoke any lease made pursuant 
to said Act in the event of a national emergency declared by the President 
shall not apply. . . .’’ 63 Stat. 570, 576. 

These two Acts interlock and must be read together. The reasonable relation- 
ship between them has been thus delineated by the Court of Appeals for the 
Third Circuit: 

“Tn our view this provision of the National Housing Act [the 1949 Act] 
merely permits leasing for military housing purposes, already covered by the 
general authorization of the 1947 Act, to be accomplished without regard to 
specified restrictions of the 1947 Act, when the elimination of these restric- 
tions would serve the purposes of the Housing Act. Other provisions of the 
1947 Act, including the language of Section 6 subjecting the lessee’s interest 
to local taxation, apply to leases made under the authority of both Acts. 

‘“‘We have not overlooked the argument for a narrower view of the scope 
of the 1947 Act based upon legislative history indicating that the primary 
purpose of that Act was to provide for the leasing of stand-by deferse plants. 
But the language of the Act extends the leasing authority to all non-surplus 
property under the control of the Defense Department except oil, mineral, 
or phosphate lands (an exception which would be unnecessary if the Act 
applied only to deferse plants). An additional indication that the 1947 Act 
encompasses the leasing of property generally is found in Section 2 which 
repeals the prior authority for the leasing of War Department property gen- 
erally, 27 Stat. 321. The Senate Report expresses the reporting comm ittee’s 
understanding that this prior leasing statute was being ‘entirely superseded.’ 
Sen. Rep. No. 626, 1947, 80th Cong. Ist Sess. [p. 3].’”’ Fort Dix Apartments 
Corp. v. Borough of Wrightstown, 225 F. 2d 473, 475-476. 

We agree with this. To be sure, the 1947 Act dos not refer specifically to 
property in an area subject to the power of ‘‘exclusive Legislation’’ by Congress. 
It does, however, govern the leasing of Government property generally and its 
permission to tax extends generally to all lessees’ interests created by virtue of 
the Act. The legislative history indicates a coneern about loss of revenue to the 
States and a desire to prevent unfairness toward competitors of the private 
interests that might otherwise escape taxation. While the latter consideration 
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is not nec»ssarily applicable where military housing is involved, the former is 
equally relevant to leass for military housing as for any other purpose. 

We do not say that this is the only admissible construction of these Acts. We 
could regard Art. I, § 8, cl. 17 as of such overriding and comprchensive scope 
that consent by Congr’ss to state taxation of obviously valuable private int-rests 
located in an area subject to the power of ‘exclusive Legislation” is to be found 
only in explicit and unambiguous legislative enactment. We have not heretofore 
so regarded it, see S. R. A., Inc. v. Minnesota, 327 U.S. 558; Baltimore Ship- 
building Co, v. Baltimore, 195 U. 8. 375, nor are we constrained by reason to treat 
this exercise by Congress of the ‘exclusive Legislation’? power and the manner 
of construing it any differently from any other exercise by Congress of that 
power. This is one of those cases in which Congress has seen fit not to express 
itself unequivocally, It has preferred to use general language and thereby requires 
the judiciary to apply this general language to a specific problem. To that end 
we must resort to whatever aids to interpretation the legislation in its entirety 
and its history provide. Charged as we are with this function, we have concluded 
that the more persuasive construction of the statute, however flickering and feeble 
the light afforded for extracting its meaning, is that the States were to be permitted 
to tax private interests, like those of this petitioner, in housing projects located 
on areas subject to the federal power of ‘‘exclusive Legislation.’’ We do not 
hold that Congress has relinquished this power over these areas. We hold only 
that Congress, in the exercise of this power, has permitted such state taxation 
as is involved in the present case. 

Petitioner also argues that the state tax, measured by the full value of the 
buildings and im prover ents, is not on the “‘lessee’s interest’? but is on the full 
valve of property owned by the Government. Labeling the Government as the 
“owner” does not foreclose us from ascertaining the natre of the real interests 
created and so does not solve the problem. See Millinery Center Building Corp. v. 
Commissioner, 350 U. 8. 456. The lease is for 75 years; the buildings and im- 
proverrents have an estimated vsefnul life of 35 years. The enjovment of the 
entire worth of the bvildings and improverents will therefore be petitioner’s. 

Petitioner argues, however, that the Government has a s"bstantial interest in 
the brildings and improverrents since the Govern ent prescribed the maximum 
rents and determined the oceipants, had voting interests in petitioner, provided 
services, and took the financial risks by ins1ring the project. Petitioner compares 
its own position to that of a “managing agent.” This characterization is an 
attempt bv vse of a phrase to make these facts fit an abstract legal category. 
This contention would certainly svrrrise a Congress which was interested in 
having private enterprise and not the Government condret these housing projects. 
The Governrent may have “‘title,’”’ but only a paper title, and while it retained 
the controls described in the lease as a regnlatorv mechanism to prevent the 
ordinary operation of unbridled economic forces, this Coes not rean that the 
valve of the buildings and improvements should thereby be partially allocated 
to it. If an ordinary private hovsing ventyre were being assessed for tax pur- 
poses, the value would not be allocated between an owner and the mortgage 
company which does his financing or between the owner and the State, which 
may fix rents and provide services. In the circumstances of this case, then, the 
full valve of the bv ilcings and improvements is attrib" table to the lessee’s interest.! 

Petitioner further argues that the tax on the appliances and furniture is invalid 
because petitioner owns those items, never bought them from the Government, 
and that therefore its interest was not “made or created pursuant to the pro- 
visions of this Act [the Military Leasing Act of 1947].”’ Here again using a label, 
that of “owner,”’ as descriptive of petitioner does not ans ver the question. It 
appears from the record that petitioner was required to supply the appliances for 
the housing project. Petitioner and its tenants will have full use of them for the 
lease period and they or their replacements must be left on the property at the 
end of the lease. Petitioner’s interest in the appliances, just like its interest in 
the buildings, is determined by its agreement with the Government and, keeping 
in mind the purpose of § 6, we interpret that section as treating these iters alike.? 

For these reasons the judgment of the Supreme Court of Nebraska must be 


Affirmed. 


1 The record before us is unclear whether the estimated useful lives of all the appliances an‘ furniture 
isless than the lease period. To the extent that the estimated useful life of anv of these items extends beyond 
the term of the lease, the value attributable to such period must be excluded from the tax since it renresents 
the Government’s ownership interest. In the present state of the record, however, petitioner’s remedy, 
ifany, is in the Nebraska courts not here. 

2 The record does not indicate clearly the relatiynsiv of the parties with respect to the furniture—valued 
it $205 in the total 1952 valuation of the taxable property at $825,685. This is a minor matter and we leave 
Petitioner to seek redress in the Nebraska courts should te interest of the Government and petitioner in 
the furniture be significantly different from their interests in the appliances or buildings, 


85611—57 5 
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SUPREME CourRT OF THE UNITED STATES 
No. 404 October Term, 1955. 


Orrutt Housinc CoMpPANy, A CORPORATION, PETITIONER, v. COUNTY OF SARPY 
sND RoBertT M. Espy, TREASURER OF THE COUNTY OF SARPY, NEBRASKA, 


On Writ of Certiorari to the Supreme Court of Nebraska. 


{May 28, 1956.] 


Mr. Justice DovuGuas, with whom Mr. Justick Reep, Mr. Justice Burton, 
and Mr. Justice HARLAN concur, dissenting. 
There are two reasons why | dissent il 
First. The legislative history of the Wherry Act makes clear that the purpose 
of the legislation was to encourage military personnel to remain in the Armed 


this case. 


Forees by providing clean, adequate, and inexpensive housing for them. H. R. 
Rep. No. 854, 8ist Cong., Ist Sess., pp. 2, 4; 5. Rep. No. 410, 8lst Cong., Ist 
Sess., pp. 2, 4-5. There is nothing to indicate that Congress departed from the 
established practice (Surplus Trading Co. v. Cook, 281 U.S. 647) and consented 
to local taxation on the federal enclaves. Taxation by local authorities of a hous- 
ing project is one sure way of increasing its cost and hampering the federal pro- 
program. If that had been intended, I would expect plain language revealing 
the purpose The Court finds no plain language but relies only on adumbration 
and reasoning from elaborate implication. Yet the ‘‘doctrine of sovereign im- 


munity is so embedded in constitutional history and practice that this Court 


cannot subject the Government or it encies to state taxation without 





a clear congressional mandate.’ Ae ck, Inc . Scurlock, 347 U. § 
110, 122 

lo be sure, the Wherry Act and the ‘asing Act are intertwined and §6 
of the Leasing Act makes the ‘“‘lessee’s interest’? subject to local taxation. But the 
intertwining of the two Acts is very limited Section S805 of the Wherry Act 


authorizes the Secretaries of the Armed Forces to make leases under the authority 


of the Leasing Act, without regard to the limitations imposed by it as respects the 


term or duration of the lease But the authority to lease and the limitations 
imposed on leases are contained in S 1 of the Leasing Act Nothing in the language 
of § 805 requires the balance of the Act to be incorporated. We strain beyond the 


normal demands of language to pull § 6 of the Leasing Act into the Wherry Aet 


Section 807 of the Wherry Act deals with taxation. It allows local taxation of 
real property acquire d bv the Federal Housing Commissioner I would Suppose 
that if local taxation is specifically allowed in one instance, the waiver of im- 
munity is limited, not general We usurp the function of the lawmakers when we 
hold to the contrary. 


Second. Even if the Wherry Act be read as including § 6 of the Leasing Act, 
t 


we should rebel at the application now given it Section 6 of the Leasing Act, if 
applicable, only subjects the “‘lessee’s interest”’ to local taxation. Yet the Court 


allows the local tax to be placed on the entire value of the property Its justifica- 
tion apparently is the low annual rental charged by the United States to the lessee, 
the length of the lease, and the useful life of the buildings and improvements. 
The “enjoyment of the entire worth” of the property will be the lessee’s, says the 


Court The interest of the Federal Government is therefore nominal. For these 
reasons the “‘lessee’s interest”’ is held to include the entire value of the property.! 
This formalism misses the entire point. The Government’s stake here cannot 
be measured by bare legal title. It has vast and important interests in these 
projects. It owns the controlling stock in the lessee. It prescribes the maximum 


rentals. It determines what persons may occupy the living quarters. It assumes 
most of the financial risks of these housing projects by insuring the mortgagees. 
It provides police and fire protection, sewerage and water service, and access 
roads. The United States is not a mere lessor who, having leased the property, 
allows it to be managed by the lessee. The great decisions as to management 


are made by the Government. The lessee is, indeed, a managing agent. 


The lease makes the buildings and improvements property of the United 


States. That reservation of title may not be challenged here as colorable. See 
Kern-Limerick Inc. v. Scurlock, supra, 116-123. It was made to protect the 


1 It is of interest that an effort was made in the Senate Committee on Armed Services to provide in the 
Leasing Act that when property was leased by the Government the entire value be subject to local taxation. 
See Hearings, Senate Committee on Armed Services on 8. 1198, 80th Cong., Ist sess., pp. 27-32. But that 
proposal was rejected bv the Senate Committee 
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large interests of the United States in low-cost housing on Federal enclaves—a 
purpose now partially defeated by what we do today. For once the local taxes 
are imposed the rentals to the servicemen rise, unless the United States pays 
the bill. Tronically, the rents rise without the servicemen receiving more benefits 
of local government than even transients receive. The tax is a windfall to the 
local Nebraska authorities as the Federal Government provides the govern- 
mental services protective of the property taxed? 


No 1165.30 
DEPARTMENT OF DEFENSE DIRECTIVE 


NOVEMBER 16, 1956. 

Subjeet: Taxes on Wherry housing projects. 
Reference: (a) Section 511, Publie Law 1020, 84th Congress (70 Stat. 1110). 

Pursuant to the authority vested in the Secretary of Defense by section 202 (f) 
of the National Security Act of 1947, as amended, and section 5 of the Reorgani- 
zation Plan No. 6 of 1953, the authority conferred on the Secretary of Defense by 
reference (a) is hereby delegated as set forth below. 

The Assistant Secretary of Defense (Properties and Installations) is delegated 
the authority to: 

1. Issue instructions for the guidance of the military departments in making 
determinations under reference (a) as to the amounts which may appropri- 
ately be deducted from the taxes or assessments on Wherry projects. 

2. Enter into agreement with the head of any executive department or 
agency of the Federal Government for the furnishing of information regarding 
the amount of any payments or other contributions made to local taxing or 
other publie agencies with respect to Wherry projects or for establishing 
procedures to facilitate implementation of reference (a) 

3. Perform such functions under reference (a) as are not otherwise dele- 
gated to the Secretaries of the military departments. 

The Secretary of each military department, or his designee, is hereby delegated 
the authority to: 

1. Determine the amounts which may appropriately be deducted under 
reference (a) from taxes or assessments on Wherry projects. 

2. Assist the lessees of Wherry projects in furnishing information regarding 

appropriate deduetions to local taxing authorities for the purpose of fixing 
the net amount of taxes to be paid on Wherry projects. 


C. E. WIiLson, 
Secretary of Defense. 


No. 4165.32 
Date: December 27, 1956 
ASD(P&]l) 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Deductions from taxes on Wherry housing projects (DD—P&I(AR) 303). 
References: (a) Section 511, Housing Act of 1956 (Public Law 1020, 84th Cong.) 
70 Stat. 1110) 
(b) DOD Directive 4165.30, dated November 16, 1956 


I, PURPOSE 


This instruction establishes basic policies and procedures to govern the actions 
of the military departments in exercising authority delegated by reference (6) with 
respect to determining deductions from State and local taxes or assessments on 
the interests of lessees in Wherry housing projects under the provisions of 
reference (a 


Il, POLICY 


The military departments will exert every effort to protect the occupants of 
Wherry housing from rent increases occasioned by unwarranted State or local 
taxes or assessments on the lessee’s interest. To this end, the military depart- 
ments will determine the amounts to be deducted from such taxes or assessments 


* Under the Buck Act, 54 Stat. 1059, as amended, 4 U. S. C. §§ 104-110, residents of military reservations 
pay State sales, use, income, and gasoline taxes. 
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for the provision of services or facilitics which are furnished or paid for by the 
lessee, the military department, or other Federal agencics. In exercising the 
authority delegated by reference (6), the military departments shall act in cooper- 
ation with the lessees of Wherry housing projects and with taxing and other 
public agencies, and shall render all possible assistance to them, 


Ill, SCOPE 


The provisions of this instruction shall apply to all Wherry housing projects 
situated on land leased from the Federal Government. 


IV. ACTION REQUIRED 


The military departments shall take the following actions in and with respect 
to determining deductions from State and local taxes or assessments on the 
interests of lessees in Wherry housing projects. 

A, Determine, with the assistance of the lessee, where required, the amount of 
all permissible deductions for: 

1. Services and facilities provided by the Military Department or the 
lessee: 

(a) Services may includ*, but are not limited to, the maintenance of 
streets, sidewalks, curbs, gutters, sewers, lighting, snow removal, fire and 
police prot°ction, or any other servie*s which are customarily provided with 
respect to similar property by the Stat», county, city, or other local govern- 
ment agencies. Determination of d ductions for provision of such services 
shall be based on ail relevant considerations; the amounts of deductions may 
be computed as the actual cost or the portion of the local government’s 
budget attributable to such servie’s. 

(b) Facilities may includ», but are not limited to, streets, sidewalks, curbs, 
sewers, lighting, or any other facilities which are customarily provid’d with 
respect to similar property by the State, county, city, or other local govern- 
ment agenci’s. Det rmination of annual deductions for provision of these 
faciliti-s shall be based on all relevant considerations, including amortization 
of capital cost based on the anticipated us<ful lif* of the facility. 

2. Payments made by other Federal agencies for servie’s and facilities: 

(a) Payments for servie’s in this category are made principally under the 
school-assistane? program in federally affected areas; the United States Office 
of Education which administers this program has agreed to furnish entitle- 
ment data for school districts receiving payments (under Public Law 874, 
8ist Cong.) for schoolchildren residing in Wherry projects for fiscal years 
1956 and 1957; actual entitlement data for 1955-56 and estimated entitle- 
ments for 1956-57 will be provided upon request by the military departments, 
If dependents residing in a Wherry project attend schools supported by a 
taxing authority in whose jurisdiction the d-pendents do not reside and school 
payments are made to the education agency responsible for such schools, the 
payments may be considered expenditur’s with respect to taxes or assessments 
levied by the taxing authority which would otherwise be required to furnish 
such schooling. Reausts for this information must identify the Wherry 
projects for which information is d-sired by FHA project number(s), project 
name, location, and number of units; requ°sts should be addressed to: 

Director, School Assistance Program, 

United States Office of Education, 

Department of Health, Education, and Welfare, 
Washington 25, D. C. 

If payments are made or services are provided by other Federal agencies, 
appropriate deductions shall be made therefor. Information as to the cost 
of or grants for such services may be obtained directly from the servicing 
agency by the military departments; however, the Office of the Assistant 
Secretary of Defense (Properties and Installations) will, upon request by the 
military departments, make arrangements for the provision of such infor- 
mation. 

(,) Payments for facilities in this category are made principally under the 
school-assistance program of the United States Office of Education. ‘That 
office has agreed to furnish information as to the amount of entitlements to 
Federal grants (under Public Law 815, 8ist Cong.) for school districts in- 
volved with children residing in Wherry projects. Requests for this infor- 
mation must be made separately for each individual Wherry project for which 
information is desired; each individual request must identify the Wherry 
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project and must be addressed as prescribed above in section 2 (a). Deter- 
mination of the annual deductions for provision of these facilities shall be 
based on all relevant considerations, including amortization of capital cost 
which is consistent with local school bonding practices. 

Payments for other facilities in this category were made under Public Law 
132, 82d Concress, the Defense Housing and Community Facilities Act of 1951. 
Attached is a list of community facility projects developed under that act. 
If it is known or believed that a Wherry project is served by one or more of 
these facilities, determination of appropriate tax deductions therefor shall be 
made only after consultation with the Commissioner of the Community 
Facilities Administration, Housing and Home Finance Agency, Washington 
25, D. C. 

[f facilities were provided by any other Federal agencies, appropriate deduc- 
tions shall be made therefor. Information as to the cost of or grants for such 
facilities may be obtained directly from the agency involved by the military 
departments; however, the Office of the Assistant Secretary of Defense (Prop- 
erties and Installations) will, upon request by the military departments, make 
arranements for the provision of such information. 

B. Make available to the lessees and to local taxing and other publie agencies 
determinations as to tax deductions and such other information as may be appro- 
priate and. necessary. 

C. Give appropriate corsideration to the legality of taxes or assessments on 
the lessee’s interest under State and Federal law and to the comparability of such 
taxes or assessments with respect to those on other similar property of similar 
value, 

V. REPORTS REQUIRED 


In each case where determination of deductions is made, the military depart- 
ment shall submit a full report to the Office of the Assistant Secretary of Defense 
(Properties and Installations) ; each report shall be submitted in duplicate within 
30 days after determination is made, shall identify the project involved by FHA 
project number (s), location and number of units, and shall include an itemized 
statement of all deductions with a full explanation of the basis for determination. 
If the validity of such a determination is challenged, or it is anticipated that it 
will be challenged, or not accorded full force and effect, the military department 
shall submit immediately a full report of the situation to the Office of the Assistant 
Secretary of Defense (Properties and Installations), including information as to 
the action, if any, proposed to be taken; copies of this report should be sent to the 
offices of the Secretaries of the other military departments. 


VI. IMPLEMENTATION 


The military departments will issue such orders, instructions, regulations, ete., 
as may be necessary to implement this instruction and will provide to the Assistant 
Secretary of Defense (Properties and Installations) 6 copies of all such documents 
within 60 days of the date of this instruction. 


VII. REPORT CONTROL SYMBOL 


The reporting requirements of this instruction will be executed under report 
control symbol DD-—P&I(AR)303. 


FLtoyp 8. Bryant, 
Assistant Secretary of Defense (Properties and Installations). 


Attachment (1): List of community facility projects. 
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Status of approve 1 defe nse community facilities proje cts as of June 30, 1956, Public 


Law 139, 82d Cong., as amended 
































Project No. Location I ype Vederal fur 
Ala. 1-CF-2 Ozark W ater , 743. 87 
Alas. 50-C F-1 Fairbanks do , 250. 00 
Ariz. 2-C F-1] Tucson Sewer , 313. 36 
Ark. 3-CF-1 Benton Water , 945. 00 
Ark. 3-C F-2 Camden Sewerage 2 087. 87 
Calif. 4-CF-9 Fort Hueneme Water_- . 980. 00 
’ ’ ia { s 3, 166.45 
Calif. 4-C F-10 Ridgecrest Sewer : * 000.00 
Calif. 4-C F-12 Fort Hueneme Sewerage 52, 328.13 
Calif. 4-C F-18 San Diego Water 14. 625. 00 
Calif. 4—C F-27 do do 9 , OO 
Calif. 4—C F-35 Palmdale Sewer 44, 550. 00 
Colo. 5-C F-2 Trinidad Water 32, O87. 79 
Fla. 8-C F-1 Key West Sewe! 164 000. 00 
: | 536, 158. 00 
Fla. 8-C F-2 Fort Walton Beach do 240, 000. 00 
Ga. 9-C F-2 Marietta Wate , 03 
Ga. 9-C F-2 August do 235. 00 
Ga. 9-C F-3 lo Sewel 992, 100. 00 
Ga. 9-C F+4 d Fire protection 78, O56. 53 
( 9-—C F-5 a Police protectior 153, 859. 87 
m4 le a ae f 293, 000, 00 
Ga. FU P-is Warner Ro ws 1 302. 000. 00 
. . { 307. 000. 00 
Ga. -CF-14 POW e 1 205. OOO. Of 
Ga. 9-C F-15 Glennvill Sewerage 32 659. 00 
Ga. $C F-lt d Wate 31. 804. 00 
Ida. 10-C F-1 Arco de 56, 708. 35 
Ida. 10-C F+4 Mountain Home Sewer &, 696, 56 
Il. 11-CF-1 Rantoul Street improve 350, 000. 00 
ments 
Ill. 11-C F-2 qd Water and sewer 160, 011. 00 
' f 87,000.00 
Ind, 12-CF-1 Lawren¢ Wate 1 87000, 00 
; 7 aie {f 458. 000. 00 
Ind. 12-CF-2 a weragt | 233. 466. 00 
Kans. 14—C F-2 Poepeka Saniter ewer! 199, 501. 18 
Kans. 14-CF-4 W ichit Water 1, 374, 509. 00 
Ky. 15-CF-3 Elizabethtowr do 153, 177. 4 
Ky. 15-C F-¢ La Center Water and sewer 19, 346. 73 
Kv. 15-CF-8 Paducat Storm sewer 997. 700. G0 
I 16-C F-1 ndria Sewer 0, 887. 84 
M e 17-C F-4 Brunswick do S 7H4. 05 
Mich. 20-C! Oscoda Water 4. 943. 27 
Mo. 23-C F-2 Dix Sewer 26, 64 & 
Mo. 23-C F-7 W bur lo OOO. Of 
Mo. 23—C F-8 ) do 2. OOO. OO 
Mo, 23-C F-11 Knob Noster | 4 62. 00 
Mo. 23-C F-14 Grandview do 200, 009. 00 
Ne 26,-C F-2 Spark Seweract 23, 430. 00 
> 
Nex 2 Cr-4 | : Water i. je = 
N. J. 28-C F-1 I ur é el 15, 587. 50 
N. M. 20-C F-] ymovordo 509, 844. OS 
N. M. 29-CF-3 ningto R3, 652. 23 
N. M. 29-CI Las Ci s Vater 150, 000. 00 
N. ( $1-C F-1 Jackso1 lle Sows aa one 00 
} AH). f 
N. I-CF-2 Water { 146, 100. OO 
r 4 1-C] Swanst di j 24, 000 00 
$ OOO. 72 
N. ( s1-CF4 ic sews 35, 400. 00 
N | W ildrose Water and sewer 28, 476. 90 
Ot F-1 Vandalia Sewel! 84. 500. 00 
Ot F-3 | 10 380. 000. OO 
f 35. 000. 00 
Ul 33-C F-4 ; Wat 1 194. 650. 00 
1 - | 4), OOO. OO 
Ohio 33-C F-5 Li Sewel 1 980, 650, 00 
Okla. 34-C F-1 Lawtor Water 148, 100. 10 
Okla. 34-C F-2 i Sewerage 61, O89. 89 
Okla. 34-C F-3 do Fire protectior 22, 174. 62 
S. C. 38-C F-1 Barnwell Water 127. 383. 15 
S. C. 38-C F-2 d Sewerage 106, 026. 46 
S. C. 38-CF-3 Black ville Water 52, 919. 25 
S. C, 38-CF-4 do Sewerage 85. 119. 29 
S. C. 38-CF-5 North Augusta W ater 287, 412. 07 
S, C. 38-C F-6 Aiken do 632, 027. 58 
S. C, 38-C F-7 lo Sew erage 50, O75, 14 


ids 

















390, 000. 00 
OSG, 042. 03 
? 036, 136. 12 
778, 100. 00 
88, O60. 53 
170, G59. 78 
655, 000. 00 
574, 000. 00 
80, O00, OO 
84, 000. 00 
Q9 903 345 
25, ORS. 56 
07. 979. 95 
339, 000. 00 
$10, 000. 00 
792, 706. OF 
199. 501.18 
184. O80. 00 
if 

73 

Mm) 

S4 

O5 

1 (4M) OM) 

2, 000. 00 
62, 142. 00 
128, 000. 00 
lif YS, OO 
16, 492. 8S 
17, 827. 50 
SOG 844. 0% 
13, 652. 23 
200, OOO. OO 
190, 693. SI 
220), O00. 00 
77. OOO. 72 
5, 400. 00 
150, 703. 15 
132, 012. 25 
380, 907. 31 
229, 650. 00 
300, 650. 00 
148, 100. 10 
61, OSU. SY 
, 174. 62 
152, S83. 15 
132, 626. 46 
RS, 280. 25 
96, 319. 29 
481,712.07 
893, 327. 58 
231, 875. 14 


Statu 


Percent 
100 
100 
100 
100 
in) 
LOO 


nt 


100 
On 
100 
10K 

00 


2y 
100 
OO 
LOO 
ow 
00 


iH) 


100 





in) 
100 


100 
i 





100 
100 
100 
100 
100 
LOO 
100 
100 
100 
100 
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Status of approved defense community facilities projects as of June 30, 1956, Public 
Law 139, 82d Cong., as amended—Continued 


Project No. 


S. C. 38-CF-9 
S. C, 38-C F-10_. 
S. C. 38-CF-11. 
S. C. 38-CF-12 
S, C. 38-CF-14 
8S. C. 38-CF-16 
S. C. 38-CF-17 
S. C, 38-CF-18 
S. C. 38-CF-19 





enn, 40-C F-8 
renn, 40-C F-9 
enn, 40-C F-10 
enn, 40-C F-11 
lex. 41-C F-1 
ex, 41-C F-2 
ex. 41-C F-3 
ex. 41-CF+4 
lex. 41-Cl 
lex. 41-C F- 
ex. 41-C F-7 
x. 41-C F-8 
ex. 41-C F-9 
lex. 41-C F-10 
ex. 41-C F-13 
lex. 41-C F-14 
ex. 41-C F-16 
Tex. 41-C F-18 
lex, 41-C F-20 
lex. 41-C F-21 
lex. 41-C F-23 
Utah 42-C F-1 
Va. 44-C F-1 
Va. 44-C F-2 
Va. 44-CF-3 
Va. 44-C F-4 
NOTES (A 
started 
No. 


$165.29 OASD 


Location 


Williston... 


do i 


Allendale 
Barnwell : 
North Augusta_-. 


Jackson 
Aiken 

do 
North Augusta 
Williston 
New 


Smyrna 

do 
Kingston 

do 
Mineral Wells 


Killeen 


Ellenton 


Lone Star 


Belton 
Copperas Cove 


Port Lavaca 
Killeen 


San Marcos 
Port Lavaca 
W eatherford 
Angleton 

do 
Mineral Wells 
Velasco 
Daingerfield 

do 
Rockda 


Moab 


] 


ie 


Hampton Roads 
do 
do 


do 


Agreement terminated or 


(P&I) 


DEPARTMENT O} 


Ty pe 


Water 


Sewerage.. 

do ‘ 
Fire and police 
Sewerage... 


W ater 


Police protection 

Fire 

Fire and police 
do 


Water 


do xen 
sewer 
Water 
Sewer 


Water 


Water and sewer 


1 


ado 


do 
do 


Water 

Street improve- 
ments. 

Water and sewe1 

Sewer 

Water and sewer 

Water 


Sewerage 


W ater 


Water and sewer 


W ater 
Fire protection 
Water and sewer 
do 
Sewer 
do 


do 


do 


abandoned; 


DEFENSE 


(C) Contract; 


Federal funds 


69, 000. 
146, 183. 59 
87, 000. 00 
216,054. 77 
92, 026. 41 
72, 694. 74 
250, 184. 45 
106, 00 
95, 392. 38 
74 (G) 
20, 767.77 (G) 
63, 900. 00 
50, 750, 00 
95, 000. 000 
71, 179. 56 
40, 200. 00 
109, 800. 00 
51, 500. 00 
102, 500. 00 
46, 388.35 (G 
120,000.00 (L 
289, 426.14 (G 
204, uJ. 00 (L) 
58, 246.74 (G 
74, 000. 00 
215, 203.83 (G) 
177, 169. 18 
261, 736. 18 


00 






154,000.00 (L 
37, 856. 00 
36, 612. 47 
213, 100. 00 
22, 440. 00 
350, 000, 00 
194, 176. 10 
229, 303. 81 
110, 879.75 (G) 
15, 160. 00 
204, 526. 18 
113, 000.00 (G) 
49, 000. 00 
300, 362. 56 
40, 209.15 (L) 
128, 596.99 (L) 
137,018. 55 (L) 


(G 


DIRECTIVE 


Grant; 


Total cost 


215, 183. 


303, 054. 


140, 326. 
93, 694. 
296, 184. 
201, 392. 
47, 909. 
20, 767. 
71, 000. 


68, 750. 
\ 167, 309. 
81, 400 
219, 900. 
51, 500. 
231, 000. 


ren ee a geet 


a 


86, 388 
} 493, 144 
294, 710 
60, 400 

\ 


339, 203. 
181, 663. 
396, 736 


154, 000 
47, 412. 

77, 612. 
213, 819 
23, 453 

\ 544, 176. 
229, 303 
111, 285, 
24, 160. 
241, 671. 
198, 000. 
300, 362. 
50, 209 
128, 596. 
157, O18. 


(L) Loan; 


OCTOBER 23 


Subject: Acquisition of Wherry family housing projects. 
Section 404 of the Housing Amendments of 1955 (69 Stat. 652), 
as amended by section 512 of the Housing Act of 1956 (70 Stat. 


teference: 


(b) 


(a) 


ALL}. 


DOD Directive 4165.21 dated September 7, 1955. 

Pursuant to the authority vested in the Secretary of Defense by section 202 (f) 
of the National Security Act of 1947, as amended, and section 5 of Reorganization 
Plan No, 6 of 1953, the authority conferred on the Secretary of Defense by 
reference (a) is hereby delegated as set forth below: 


| 
| 


’ 


Status 


Percent 


59 | 100 
77 100 
41 100 
74 | 100 
45 100 
38 100 
74 100 
77 100 
00 100 
00 100 
59 100 
00 (NS) 
00 (NS) 
00 (NS 
00 (NS 
35 100 
.14 100 
87 | 100 
74 100 
64 100 
18 100 
18 100 
00 100 
91 100 
47 100 
31 100 
93 100 
10 100 
81 100 
75 100 
00 100 
18 | 100 
00 | (NS) 
56 100 
15 100 
99 100 
55 100 
(NS) Not 


1956. 
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I, DELEGATION OF AUTHORITY TO ASSISTANT SECRETARY OF DEFENSE (PROPERTIES 


AND INSTALLATIONS) 


The Assivtant Secretary of Defense (Properties and Installations) is delegated 


the authority to: 


1. Review, and after coordination with the Assistant Secretary of Defense 
(Comptroller), approve recommendations by the Secretaries of the military 
departments for the acquisition, by purchase, donation, condemnation, or 
other means of transfer under reference (a), of any housing (including land 
and related property), financed with mortgages insured under the provisions 
of title VIII of the National Housing Act as in effect proior to the enactment 
of the Housing Amendments of 1955. 

2. Issue instructions for the guidance of the military departments in taking 
action necessary for negotiation and acquisition of such housing. 

3. It is the policy of the Department of Defense that housing acquired 
under the authority of reference (~) shall be administered as public quarters. 
Exceptions to the application of this policy may be made with the approval 
of the Assistant Seeretarv of Defense (Properties and Installations) until 
such housing can he rehabilitated, altered, improved, or otherwise properly 
assigned as publie ouarters. 

4. Perform such functions under reference (@) as are not otherwise specifi- 
cally delegated to the Secretaries of the military departments; except fune- 
tious to be performed by the Assistant Secretary of Defense (Comptroller) 
relating to establishment and administration of the working-capital fund 
provided for in subsections (g) and (h) of reference (a) and such other func- 
tions required by title IV of the National Security Act to be performed by or 
under the supervision of the Assistant Secretary of Defense (Comptroller). 


II. DELEGATION OF AUTHORITY TO THE MILITARY DEPARTMENTS 


The Secretary of each military department, or his designee, is hereby delegated 


the authority to: 


1. Negotiate for the acquisition of any housing (including land and related 
property), at or near military installations, financed with mortgages insured 
under the provisions of title VIII of the National Housing Act as in effect 
prior to the enactment of the Housing Amendments of 1955; and, subject to 
the approval of the Assistant Secretary of Defense (Properties and Installa- 
tions), acouire such housing by purchase, donation, condemnation, or other 
means of transfer. 

2. Where such approved acquisition is being effected through condemna- 
tion proceedings whi h do not utilize the procedures under the act of February 
26, 1931 (46 Stat. 1421), pay, after final judgment of the court, or agree to 
pay in a lump sum or, in accordance with stipulations exe«uted by the parties 
to the proceedings, over a period not exceeding 5 years, the difference Fetween 
the outstanding principal obligation, plus accrued interest, and the price for 
the property fixed by the court. 

3. Make arrangements with the mortgagee whereby such mortgagee will 
agree to release and waive all requirements of accruals for reserves for re- 
placement, taxes, and hazard insurance provided for under the corporate 
charter and indenture agreement with respect to such housing, and execute a 
written agreement that the purposes for which such reserves and other funds 
were accrued will be carried out. 


III, CANCELLATION OF PRIOR DELEGATION OF AUTHORITY 


1. The authority delegated to the Assistant Secretary of Defense (Proper- 
ties and Installations) under paragraph 3 of reference (b) is hereby canceled. 

2. The authority designated and delegated to the Secretaries of the mili- 
tary departments (or their respective designees) by paragraph 12 of refer- 
ence (b) is hereby canceled. 


REvUBEN B. Ropertson. Jr., 
Deputy Secretary of Defense. 
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No. 4165.31 ASD (P&I) 


DEPARTMENT OF DEFENSE INSTRUCTION 


NoveMBER 26, 1956. 


Subject: Acquisition of Wherry Act Housing under Title IV of the Housing 
Amendments of 1955, as amended by Public Law 1020, 84th Congress, 
(DD-P&I(BM)298) (DD-P&I(EX) 42) 

Reference: (a) Title IV of the Housing Amendments of 1955, as amended by 

Public Law 1020, 84th Concress (70 Stat. 1091) 
(b) Department of Defense Directive 4165.29 dated October 23, 1956 
(c) Department of Defense-Federal Housing Administration Memo- 
randum of Agreement, dated November 10, 1956 


I, PURPOSE AND AUTHORITY 


A. The purpose of this instruction is to establish uniform procedures governing 
the negotiations for and the acquisition of Wherry housing projects in accordance 
with the provisions of references (a) and (6). 

B. Department of Defense Directive 5131.1, dated August 13, 1953, authorizes 
the Assistant Secretary of Defense (Properties and Installations) to obtain such 
reports and information from the military departments as are necessary to carry 
out his responsibilities. Authority for the issuance of this instruction is contained 
in reference (6). 

II. POLICY 


The policy of the Department of Defense with respect to the implementation 
of section 404 of reference (a) is reflected in section I, 3, of reference (b). Excep- 
tions (to the policy) which are referred? to in reference (b) will be granted in accord- 
ance with further instructions to be issued at a later date. 


Ill. PROCEDURES 


A. Section 404 (b) of reference (a) requires the acquisition by purchase, dona- 
tion, or other means of transfer or, if the parties cannot agree upon terms for acqui- 
sition by such means, by condemnation, of any hovsing constructed under the 
mortgage insurance provisions of title VIII of the National Housing Act (as in 
effect prior to the enactment of the Housing Amendments of 1955), (hereafter 
referred to as ‘‘Wherry’’), which is located at or near a rilitary installation where 
the construction of housing under the Arm ed Services Hovsing Mortgage Insurance 
Program, (hereinafter referred to as ‘‘Capehart’’), has been approved by the 
Assistant Secretarv of Defense (Properties and Installations). 

B. Where acquisition of Wherry projects is mandatory under the provisions 
of section 404 (b) of reference (a), or becomes mandatory as a result of future 
approvals of Capehart projects, the military Cepartments will proceed at once 
with negotiations for the acquisition of such Wherry projects, and upon receipt 
of the necessary approvals required herein, will acquire such projects. In event an 
approved Capehart project is canceled for any reason prior to completion of con- 
struction, the need for the acquisition of the Wherry project will be reviewed by 
the military department concerned. 

C. Section 404 (c) of reference (a) provides that acquisition must first be at- 
tempted through negotiation in all cases before resorting to condemnation. 
Action with regard to condemnation under this act is further provided for in 
section 404 (c). Specific delegation of anthority under this subsection to the 
military departments is provided for in section II, 2, of reference (b). 

D. Section 404 (a) of reference (a) authorizes acquisition of any land or any 
Wherry housing on a permissive basis. Consideration will Fe given to such 
permissive acquisition when both of the following conditions are satisfied: 

1. Certification by the Secretary of the military department that a con- 
tinuing military requirement exists, insofar as foreseea*le, which will assure 
substantially full occupancy in accordance with po.icy on utilization of 
acquired Wherry housing estalished in section I, 3, of reference (bh). 

2. Certification by the Secretary of the military department that for reasons 
of security, military necessity, or economy, or for any other reason, acquisi- 
tion is considered to be in the best interest of the United States Government, 

Certification as to the above shall be made to the Assistant Secretary of Defense 
(Properties and Installations) by the Secretary of the military department in 
each memorandum requesting approval for the acquisition of a Wherry project. 
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E. To the extent that acquisition is proposed under this permissive authority, 
the military departments will proceed in the same manner as for mandatory 
projects, except that acquisition of the latter takes priority. This does not 
preclude concurrent acquisition of as many permissive Wherry projects as are 
practicable within the capabilities of each military department, where such action 
does not interfere with the mandatory acquisitions. Within the category of 
permissive acquisition, consideration will be given to priority acquisition of those 
projects which the mortgagor has volunteered for sale. 

F. Acquisition of uncompleted Wherry housing will not be concluded until 
construction is completed. Preliminary negotiations may be carried out provided 
they do not affect, in any way, the orderly completion of construction. 


IV. GENERAL 


\. In general, a Wherry housing project will be considered ‘‘at or near’ a 
military installation, so as to require its acquisition pursuant to section 404 (b) 
of reference (a), when such project is within reasonable commuting distance of 
such installation according to commuting criteria established by the military 
department on the basis of the mission of the installation. Questions which may 
arise regarding the acquisition of specific projects will be resolved by the Office of 
the Assistant Secretary of Defense (Properties and Installations 

B. The term ‘“‘Related Property” used in subsection 404 (a) of reference (a) 
shall be considered to be the nondwelling buildings, such as offices, storage areas, 
and other service buildings, necessary for the operation and administration of the 
Wherry project, which are under the mortgage. Property not carried under the 
mortgage for which there is a military requirement may also be purchased when 
funds are available for the purpose. 

C. Where a military department acquires a Wherry project, the purchase shall 
be made subject to the mortgage except that, when it can be clearly demonstrated 
to be in the better interest of the Government, the mortgage may be assumed. 


Acquisition of a project shall be accomplished by purchase of the mortgagor’s 
equity; however the mortgagor's c¢« rporate stock may be purchase d if it is deter- 
mined to be in the best interest of the Government. Appropriate indemnity bond 
shall be provided by the seller where stock is acquired by purchase. Purchase of 


a corporation shall be made according to the formula, plus the value of the assets, 
less liabilities to be assumed. Where acquisition is by condemnation, only the 
mortgagor’s interest will be condemned, unless it becomes necessary or is more 
economical to acquire the corporation. Under condemnation, according to sec- 
tion 404 (c) of reference (a), arrangements may be made for the payment by the 
United States over a period of 5 years including interest at the rate of 4 percent 
per annum. Where condemnation is to be instituted, generally it shall be in 
accordance with procedures under the act of February 26, 1931 (46 Stat. 1421). 

D. Section 404 (a) of reference (a) provides that the purchase price of Wherry 
housing shall not exceed the Federal Housing Commissioner’s estimate of the 
replacement cost of such housing and related property (not including the values 
of any improvements installed or constructed with appropriated funds) as of the 
date of final endorsement for mortgage insurance, reduced by an appropriate 
allowance for physical depreciation. This section of the statute also requires 
that the advice of the Commissioner on this purchase price shall be obtained. 
Inasmuch as the Federal Housing Administration provides both the estimated 
replacement cost and the recorded amount of appropriated funds expended within 
this cost, advice of the Federal Housing Administration need be obtained only on 
the estimated physical depreciation. Section 404 (a) of reference (a) also pro- 
vides that the maximum price that can be paid for a project held by the Federal 
Housing Commissioner is the face value of the debentures (plus accrued interest 
thereon) which the Federal Housing Commissioner issued in acquiring such 
project. 

E. Alterations or improvements to meet standards of public quarters on ac- 
quired projects and/or such rehabilitation and repairs necessary to eliminate items 
of deferred maintenance shall be planned (and where practicable be accomplished) 
in one operation. Submission of financial plan and request for funds for this work 
for the approval of the Assistant Secretary of Defense (Comptroller) will be re- 
quired (see sec. VII). Rehabilitation work should be started as soon as possible 
after receipt of funds. Criteria for family housing that will be acceptable as public 
quarters will be developed and issued by the Assistant Secretary of Defense 
(Properties and Installations) in subsequent instructions. Until such criteria is 
issued, the military departments generally will provide for structural soundness 
and weather tightness, efficient operation of equipment and utilities, amenities 
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normally provided for residential living appropriate to local conditions and the 
type of housing provided, including sufficient storage area, outdoor recreational 
areas for children, carports or garages in severe climates, and such other features 
considered necessary to the health, morale, and general welfare of the occupants. 
Provision should be made for reasonably adequate living space within the units 
according to family sizes; however, the matter of adequacy of floor area shall not 
necessarily be governed by rank or rate or the allowance being forfeited by military 
personnel, but by requirements, layout, and general livability. 


V. NEGOTIATIONS 


A. Reference (c) is a memorandum of agreement between the Assistant Secre- 
tary of Defense (Properties and Installations) and the Federal Housing Commis- 
sioner which provides for the coordinated action of both parties in the imple- 
mentation of reference *(a).. This agreement, as attachment (1), is a part of this 
instruction. 

B. When negotiation for acquisition of a Wherry project is initiated, the military 
representative will advise the FHA field office director for that area and shall 
obtain data, as enumerated in article II, section 1, of reference (c), required 
incident to negotiation, including any information necessary for use in evaluating 
physical depreciation or in obtaining appraisals. If the Wherry project is held 
by the Federal Housing Administration or by the mortgagee, negotiations shall 
be earried out by the military department with the Commissioner, Federal 
Housing Administration, as provided for in article V; section 6, of reference (c), 

C,. Upon receipt of the requested information from the field office director, the 
military representative will obtain an estimate of the physical depreciation 
according to the criteria outlined in article VI of reference (ec), and will arrange 
for a fair market value appraisal of the mortgagor’s outstanding interest in the 
property including “related property” and land if owned by the mortgagor. 
\n appraisal also shall be obtained of land owned by a third party to be acquired 
with the buildings. A fair market value appraisal is required as a basis for 
negotiating within the formula price, except where special circumstances justify 
alternative procedure. Where a project is recommended for approval by this 
office to the Armed Services Committees, it must be substantiated by an appraisal 
or some other satisfactory method of determining an appropriate price as a basis 
for negotiating the purchase within the formula. Where appraisals are made, 
the value obtained shall be reported on DD Form 1178. Where it is clearly 
indicated without an appraisal that condemnation is necessary for acquisition, 
request for approval for acquisition with attached DD Forms 1178 and 1179 
should be sent to the Assistant Secretary of Defense (Properties and Installations) 
without the appraisal data in order to avoid delay. However, since an appraisal 
will be necessary in order to petition the Department of Justice to enter a con- 
demnation suit, an appraisal should be ordered so as to be available on receipt 
of approval to condemn. The field office director shall be advised of the esti- 
mated physical depreciation attributable to the project on DD Form 1179 (which 
requests advice of the Federal Housing Administration), as required under 
section 404 (a) of reference (a). Federal Housing Administration approval for 
the acquisition, as noted under article II, section 2, of reference (c), also shall be 
obtained on DD Form 1179 at this time. As further stated under article II, 
section 2, of reference (c), the military representative, on receipt of this con- 
currence will determine an appropriate allowance for physical depreciation and 
will establish a maximum acquisition price in accordance with the formula pro- 
vided in section 404 (a) of reference (a) and as noted in seetion IV, D, herein. 
On determination of this maximum allowable purchase price and a base within 
the formula price for negotiation, the military representative shall enter into 
negotiations with the mortgagor, the mortgagee, and any other interest parties 
to the acquisition, at a price considered to be reasonable and equitable to both 
parties. Fair market value of the mortgagor’s equity within the formula as well 
as the economic value of this outstanding interest to the military department 
shall be taken into consideration. The formula price also must be used in negotiat- 
ing for the acquisition of the corporation as noted under section IV, C, herein. 

D. Land underlying the project which is owned by the mortgagor shall be 
included in the negotiations and acquired at the same time as settlement is made 
for the buildings and other assets. Where land has been leased from a third 
party, separate negotiations and settlement shall be effected concurrently, when 
possible, with the acquisition of the Wherry project. Other outstanding interests 
such as easements, rights of way, ete., shall be acquired with the land. 








70 REVIEW OF MILITARY HOUSING PROGRAMS 


E. On the successful completion of negotiations for a project, a preliminar 
consent to substitution of the mortgagor shall be executed in accordance with 
article III, section 1, of reference (c). 

F. Action to be taken, when negotiations for purchase of a project have failed 
or agreement on price cannot be reached within a reasonable or requisite period 
of time, is described in article II], section 2, of reference (ce). Negotiations for 
mandatory acquisition must not proceed beyond a date which will allow sufficient 
time for condemnation to be instituted and a declaration of taking filed, in order 
to assure acquisition by the date scheduled for initial occupancy of the Capehart 
units. 

G. Where the mortgagor and the military department have agreed by nego- 
tiation to the sale of the Wherry project at a price not in excess of the statutory 
limitation, an offer to sell at that price shall be executed by the mortgagor. This 
offer will contain the entire agreement and shall be in the form of, and subject to 
applicable requirements of, Government contracts. Acceptance by the military 
department for the United States shall not be accomplished until all necessary 
approvals have been obtained. 

H. Where acquisition is to be accomplished by condemnation following failure 
to reach an agreement to purchase through negotiation, the mortgagor and the 
mortgagee will be advised by letter of the intent of the military to enter into con- 
demnation proceedings as soon as the necessary approvals and clearances for the 
acquisition are obtained. 

I. At.the conclusion of negotiations, DD Form 1178, which is the basic informa- 
tion document, shall be completed as appropriate, and shall be submitted in 
triplicate as an attachment to the military department request to the Assistant 
Secretary of Defense (Properties and Installations) for approval of the acquisition, 
and a copy shall be seat to the field office director for information. Also attached 
to the request will be three copies of executed DD Form 1179. The letter of re- 
quest will contain all necessary certifications. At the same time, a financial plan 
and request for funds will be spbm.itted for approval of the Assistant Secretary of 
Defense (Comptroller) (see sec. VII). The data provided the Assistant Secretary 
of Defense (Properties and Installations) will be used in reporting to the Armed 
Services Committees under section 419, Public Law 968, 84th Congress. Com- 
mittee clearance must be received prior to purchase or condemnation, unless 
180 days have elapsed subsequent to submission of the required reports. Where 
the acquisition of land is necessary, reporting to the Armed Services Committees 
under title VI, Public Law 155, 82d Congress, will be accomplished by the military 
departments according to established procedures. 


VI, ACQUISITION 


A. On receipt of all necessary approvals, including authority for expenditure 
of funds according to DOD Instruction referred to under section VII herein, the 
military will proceed to acquire the pro‘ect by whatever method has been ap- 
proved. Reference (b), section II, 3, delegates the authority to the military 
departments for making agreements with the mortgagee regarding releases and 
waivers with respect to accruals for reserves for replacement, taxes, and hazard 
insurance. Article V, section 1, of reference (c) provides for the execution of a 
final substitution of mortgagor document (FHA Form 2473). Article V, section 
5, of reference (c) requires that a copy of the settlement papers be furnished to 
the FHA field office director prior to closing. 

B. Acquisition of projects which are held by the Federal Housing Administra- 
tion will be effected by the military department through the Office of the Com- 
missioner according to agreement reached as a result of negotiations conducted 
as noted under section V, B, herein. However, approval of the Assistant Sec- 
retary of Defense (Properties and Installations) and the Armed Services Com- 
mittees will be required in the same manner as for other Wherry acquisition. 

C. It is desirable that acquisition of Wherry housing by negotiation and 
within the mandatory category be completed, or that condemnation proceedings 
be instituted for such housing prior to initial occupancy of Capehart housing. 
This policy will be waived only by the Secretary of the military department. 
Such waivers shall be reported by memorandum to the Assistant Secretary of 
Defense (Properties and Installations). 


VII. FUNDING AND ACCOUNTING 


Financial and accounting policies and procedures applicable to the acquisition 
of Wherry housing, including instructions for the preparation and submission of 
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financial plans and requests for funds, will be issued by the Assistant Secretary of 
Defense (Comptroller). 
VIII. PROGRESS REPORTS 


Each military department will prepare bimonthly progress reports on Wherry 
housing acquisition activities in accordance with the format attached (aitache 
ment 4). Reports will be submitted in duplicate to the Office of the Assistant 
Secretary of Defense (Properties and Installations) not later than 25 days after 
the month-end to which the data relate. The first report will be as of January 31, 
1957, and will be due not later than February 25, 1957. 


IX. IMPLEMENTATION 


The military departments will issue such orders, instructions, regulations, 
and so forih, as may be necessary to implement this instruction and will provide 
to the Assistant Secretarv of Defense (Properties and Installations) six copies 
of all such documents at the time of issuance. 


X. REPORT CONTROL ACTION 


Report control symbol DD-P&I(BM)298 has been assigned to the reporting 
requirement of section VII]. Al] other reporting requirements of this Instruction 
have been assigned report exemption symbol DD—P&]l (EX) 42. 

,0BERT A. McDona.n, 
Acting Assistant Secretary of Defense 


(Properties and Installations). 
4 Attachments: 


1. DoD-FHA memo of agreement 
2. DD form 1178 


3. DD form 1179 
4, Progress report format 


MEMORANDUM OF AGREEMENT 
ARTICLE I, INTRODUCTION 


For the purpose of acquiring Wherry housing as authorized by the act, the 
Assistant Secretary of Defense (Properiies and [nstallations) and the Commis- 
sioner of the Federal Housing Administration hereby agree to the following require- 
ments, interpretations, and procedures for the administration of the act. 

For ihe purpose of ihis agreement, the following definiiions shall apply: 

(a) Act.—Seciion 404 of the Housing Amendments of 1955 (69 Stat. 635, 
Public Law 345. 84th Cong.), as amended by section 512 of the Housing Act of 
1956 (70 Stat. 1111, Publie Law 1020, 84th Cong.). 

(b) Secretary.—The Secretary of Defense or such other officials in the Office of 
the Secretary of Defense as may be designated. 

(c) Commissioner.—The Commissioner or such other officials of the Federal 
Housing Administration as may be designated. 

(d) Military.—The Secretary of the Departments of the Army, Navy, or Air 
Force, as the case may be, or such other officials in the respective departments 
as may be designated. 

(e) Director.—The field office director of the local Feceral Housing Administra- 
ition office in whose area the Wherry project is located. 

(f) Wherry housing.—Any housing financed wiih mortgages insured under the 
provisions of title VIII of the National Housing Act as in effect prior to enactment 
of the Housing Amendments of 1955. 

Both the Secretary and the Commissioner will expedite action in all interested 
offices and at all levels of their organizations relative to matters that are subject 
to this agreement, and each will use every available means at his disposal to assure 
that the purposes of the act are accomplished in accordance with the spirit and 
intent of the law. 

This agreement is made a part of Department of Defense instruction entitled 
“Acquisition of Wherry Act Housing under Title IV of the Housing Amendments 
of 1955, as amended by Public Law 1020, 84th Congress,” as attachment (1), 
and is in further implementation of the act and of Department of Defense Directive 
4165.29 dated October 23, 1956. 

Amendments to this agreement may be proposed at any time by either party as 
experience dictates. 


} 
| 
| 
: 
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ARTICLE II, PRENEGOTIATION 


Section 1. In each instance, a written statement will be transmitted by the 
military to the Director advising him that consideration is being given to the 
acquisition of a specific Wherry housing project. Upon request by the military, 
the Director will furnish the following information as available from FHA records: 

(a) The estimated replacement cost of the project at the time of final endorse- 
ment of the mortgage or mortgages for mortgage insurance. The Director will 
specify the amount of appropriated funds which the FHA records indicate were 
expended for items included in such estimated replacement cost. 

(6) The principal amount of the mortgage or mortgages outstanding as of a 
specified date which shall be not more than 60 days prior to the date of the 
Director’s reply. 

(c) A true copy of the mortgage or mortgages and each modification thereof, 
whether recorded or in the nature of an informal consent to the waiver of any of 
the requirements thereof. 

(d) Other pertinent documentation which the military may request to determine 
the nature and scope of all outstanding interests in the project. 

Section 2. Upon receipt of the information requested pursuant to section 1 
above, the military will provide for an appraisal to determine (a) the fair market 
value or its equivalent of the Mortgagor’s outstanding interest in the project as 
explained under section V, C, of the DOD instruction, and (b) an estimate of the 
physical depreciation in accordance with the principles set forth in article VI 
below. Based upon (b) of the foregoing sentence, the milit: ary will establish its 
estimate of the monetary value of the physical depreciation attributable to the 
project, and such estimate will be forwarded to the Direetor utilizing DD form 


1179, which requests the advice of the Director thereon. If required by the 
Director, all backup data relating to this estimate will be furnished by the mili- 
tary If the Director concurs in the estimated physical depreciation he will so 
indicate on DD Form 1179, and at the same time will execute his approval for the 
qequisition of the units shown, as required under section 404 (a) of the act. If 
the direeter does not concur in the estimated depreciation, the matter should be 
resolved with the military before approval for acquisition is given. The Director 
will return said form to the military and include thereon any advice, considered 
pertinent to the estimate, useful to the military. Thereafter, the military will 


finally determine an appropriate allowance for physical depreciation for purposes 
of establishing a maximum purchase price permissible under the formula contained 
in section 404 (a) of the act. In addition, based upon the foregoing data, the 
military will establish an equitable negotiating price for the project which is not 
in excess of the maximum price allowed by the formula. Thereafter, the military 
will enter into negotiations with the mortgagor, mortgagee, and any other parties 
having an interest in the project for its acquisition 


ARTICLE II. NEGOTIATION 


Section 1. Where negotiations are successful, the military will obtain an exe- 
cuted offer from the mortgagor to sell at a specified price, and the mortgagor will 
obtain from the mortgagee and the Federal Housing Administration preliminary 
consent to substitution of the mortgagor on FHA form 2473, sections A and B, 
regardless of whether purchase is to be made subject to the mortgage, or the 
mortgage is to be assumed. 

Section 2. Where negotiations are unsuccessful and it has been determined that 
acquisition will be accomplished by condemnation, the military will advise the 
mortgagor and the mortgagee of the intention of the military to cause condemna- 
tion proceedings to be instituted. If acquisition is permissive, the military will 
determine whether it wishes to acquire by condemnation or not, and in the event 
it is decided not to condemn, the parties, including the director, will be notified 
that efforts to acquire the project have been terminated. 


ARTICLE IV. APPROVALS AND CLEARANCES 


Section 1. At the conclusion of negotiations, the military will request the 
approval of the Assistant Secretary of Defense (Properties and Installations) for 
the acquisition, and a copy of DD Form 1178 for the project will be transmitted 
by the military to the Director for information. The Assistant Secretary of 
Defense (Properties and Installations) will report the proposed acquisition to the 
Committees on Armed Services of the Senate and House of Representatives in 
accordance with established procedures. On receipt of committee clearances, a 
copy of the letters advising of such clearances will be furnished by the military to 
the Director, and to the mortgagor and mortgagee if required. 
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ARTICLE V, ACQUISITION 


Section 1. Where, by negotiation, acquisition of the mortgagor’s outstanding 
interests in a project or acquisition of the Wherry corporation is to be effected, the 
offer to sell will be accepted by the military upon receipt of necessary approvals 
for acquisition. The mortgagor, mortgagee, and Director will be advised that 
settlement is to be effected, and the miiitary will establish a closing date that is 
acceptable to the interested parties provided that the military shall not establish 
a closing date for the acquisition of a project constructed on privately owned 
land until the military has obtained the preliminary opinion of the Attorney 
General under section 355 of the Revised Statutes, as amended. If required at 
closing, FHA Form 2473, sections C and D, will be executed by the military 
(purchaser) and mortgagee, and shall then be forwarded to the Commissioner for 
execution of section E. 

Section 2. If acquisition is mandatory, and the military has not successfully 
negotiated the purchase, the military will cause condemnation proceedings to be 
instituted to acquire the mortgagor’s interest or corporation as determined 
necessary. 

Section 38. Where the corporation is being acquired, the military will also 
acquire the stock in the corporation held by the Commissioner. 

Section 4. In the case of a permissive acquisition, if the military determines 
that it will not proceed with the acquisition of the project at any time after the 
director has indicated his approval of such acquisition, the military will so notify 
the Director. 

Section 5. The military will furnish the Director with a copy of the settlement 
papers for review prior to closing in order that the director may satisfy himself 
that all legal requirements which concern the Federal Housing Administration 
are complied with. 

Section 6. Acquisition of Wherry housing held by the Commissioner or the 
mortgage shall be subject to negotiation between the military and the Commis- 
sioner. The purchase price shall be determined as an amount equitable to both 
parties, but shall not be in excess of the face value of debentures (plus accrued 
interest thereon) which the Commissioner issued in acquiring such project. 


ARTICLE VI. APPRAISALS 


Section 1. For the purpose of establishing the monetary value attributable to 
the physical depreciation of any project in accordance with the requirements of 
the act, the military and the director shall apply the following criteria in the 
appraisal of a project or in reviewing such an appraisal: 

(a) The estimated cost of repairs and replacement immediately necessary to 
restore the property to sound physical condition, and 

(6) The estimated accrued deterioration of items requiring periodic mainte- 
nance, repair, and replacement in the future. (The amount and rate of accrual of 
the reserve for replacement may be used as a guide in arriving at an estimate to 
cover the replacement items to be included in (}).) 

Inspection and evaluation of depreciation may be performed by qualified mili- 
tary department personnel or shall be obtained by contracting for the services of 
competent personnel outside the military departments. Fair market value 
appraisals shall be obtained by contract with independent commercial appraisers. 


ARTICLE VII, PAYMENT 


Section 1. The military will pay all costs incurred by the military incident to 
the acquisition of Wherry housing under the act, and the Commissioner will pay 
all costs incurred by the Federal Housing Administration. 

Section 2. The insurance premium on the mortgage will be subject to adjust- 
ment through agreement reached by the military, the Secretary, and the Com- 
missioner on all Wherry projects acquired under the provisions of the act. 

Accepted for the Federal Housing Administration: 

NorMANn P. Mason, 
Federal Housing Commissioner. 


Accepted for the Department of Defense: 


Ropert A. McDona.Lp, 
Acting Assistant Secretary of Defense 
(Properties and Installations). 


November 10, 1956. 
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REPORT CONTROL SYaiBOL 


REPORT ON REVIEW OF WHERRY PROJECTS FOR ACQUISITION PURPOSES 
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INSTRUCTIONS 
(Fill in Items on the reverse side only where applicabie to method of acquisition) 


ITEM 1 - Location. Enter names of nearest City and State 
ITEM le - Installation Served. Enter name of Installation; 
if more then one Installation is served, enter name of prin- 
cipal one here, footnote and enter names of remaining In- 
stallation under Item 33. 


ITEM 2 - Military Department. Enter an X in appropriate 
box denoting the Military Service responsible for develop- 
ment of the project. 


ITEM 3 - Project Designation. Enter the project identifica- 
tion numbers assigned by the Militery Department; and by 
FHA. 


ITEM 4 - Sponsors Name end Address and Name of Wherry 
Project. Enter name and address of sponsor who holds 
Wherry Project. If held by Mortgegee or FHA, insert ‘‘Mort- 
gagee’’ or ‘‘FHA’’. Also enter neme by which Wherry 
Project or Corporation is identified. 


ITEM 5 - Number of Units. Enter number of units in pro- 
ject being reported on. If separate mortgages, make sep- 
arate report for each mortgage. 


ITEMS 6 AND 7 - Self explanatory. 


ITEM 8 - Area. Enter check in appropriate box which most 
nearly describes adequacy of overall floor areas as related 
to Public Quarters. If ‘‘Other’’ is checked, footnote and 
explain under Item 33 


ITEM 9 - Taxes 
through d. 
Item 33 


Check applicable box before Items a 
Footnote d (if checked) and explain under 


ITEM 10 - Approximate Cost of Project New. This infor- 
mation should be available in files of Field Office Direc- 
tor, FHA. Appropriated fund cost is not to be included. 
ITEM 11 - Approximate Amount of Outstanding Mortgage 
Obtain from Mortgagee or FHA 

ITEM 12 - Land. Enter check in applicable box. 
“‘e"’ if checked, and explain under Item 33. 


Footnote 


ITEM 13 - Estimated Replacement Cost from FHA. Enter 
FHA Field Office Director's estimate of replacement cost 
and related property (not including the value of any improve- 
ments installed or constructed with appropriated funda) es of 
the date of final endorsement for morigage insurance. 


ITEM 14 - Estimated Physical Depreciation. Enter here the 


amount determined by inspection or appraisal as the physical 
je preciation 


ITEM 15 - Formule Cost. This is the amount obtained by 
subtracting Item 14 from Item 13 


ITEM 16 - Cost of Additional Assets to be Procured. Enter 


$5611—357—— 





here the appraised value of realty and personalities not in- 
cluded in the mortgage which are being acquired with the pro- 
ject for its maintenance and operation. 


ITEM 17 - Total Cost not to Exceed. Enter here the sum 
of Items 15 and 16. 


ITEM 18 - Formula Cost, Purchase of Cospeontion. Cost 
obtained by formula. Corporate assets n er mortgage 
excluded 
TTEM 19 - Assets of Corporation. Enter here all assets 
of corporation excluded from Item 18 above. 


ITEM 20 - Liabilities of Corporation. Enter here all liabil- 
ities of the corporation exclusive of the mortgage. 


ITEM 21 - Total Cost not to Exceed (Acquisition through 
purchase of Corporation). Items 18 plus 19 minus 20. 


ITEM 22 - Negotiated Price. Enter under (a) or (5) as applica- 
ble, the price agreed upon for acquisition through negotiation. 

The price under (a) shall not exceed that shown under Item 17. 
The price under (5) shall not exceed that shown under Item 21. 


ITEMS 23 AND 24 - Self explanatory. 


| ITEM 25 - Estimated Cost of Land from Mortgagor or Third 


Party. This applies to land underlying the project which is 
owned by the Mortgagor or has been sableased from a third 
party and must be purchased. If appraisals have been obtained 
and are shown under Item 26, use this figure in obteining the 
total required under 25 (b). Item 25 (a) is self explanatory. 


ITEM 26 - Fair. Market Value Appraisal. (@) will apply to the 
fair market velue of the Mortgagor’s equity plus additional 
assets to be acquired which are not under the mortgage. Under 
(b) show appraised value of land owned by Mortgagor or 3d 
party if appraisals have been obtained. 


ITEM 27 - Estimated Cost if Project is to be Acquired from 
FHA. Enter here either the estimated cost at which acquisi- 
tion is expected, or the negotiated price, and indicate which 
is applicable. Item 27 (a) is self explanatory. 


ITEM 28 - Is Condemnation Proposed? Check whether or not 
condemnation is proposed, and whether the Mortgagor’s equity 
or the corporation is to be acquired by this method. 


ITEMS 29, 30, 31, AND 32 - These requirements will be 
determined in the same manner as are presently done for 
Capehart approvals. Where a Wherry project that is to be 
acquired consists of more than one mortgage, the Wherry 
units under other mortgages shall be shown‘under Item 30, 
Government Owned, while those under the mortgage being 
reported on will be shown under Item 31. 


ITEM 33 - Remarks. Enter explanation of any unusual en- 
tries in Items 1 through 32, and enter any information con- 
sidered pertinent or of interest to future negotiations. 
Attach a separate sheet where necessary to provide all 
remarks 
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COORDINATION AND APPROVAL BY FEDERAL HOUSING ADMINISTRATION REPORT CONTROL 
OF ACQUISITION OF WHERRY HOUSING UNDER PUBLIC LAW 1020, 84TH CONGRESS 


SYMBOL 


INSTALLATION SERVED (Neme and Location - City or Town and State) 


NUMBER OF UNITS 4. NAME AND AOORESS OF INDIVIC 
THAN MILITARY 


AGE OF UNITS 


WONTHS 


ESTIMATED COST OF EVAL\ ESTIMATED PHYSICAL DEPRE 
ATION SERVICES IF BY OTHER 
THAN MILITARY Provide supplementary information unc 


OF IMMEDIATE REPAIRS 


CCRUEC EPRECIATION OF 


COMPONENTS ANO EQUIPMENT 


TOTAL ESTIMATED DE PRECIATION 





THE ESTIMATED DEPRECIATION SH EM € ASOVE HAS BEEN DETERMIN FROM PHYS L INSPECTION ANC 
EVALUATION OF THIS P A EO HE OMMISSIONER IS REQUESTE REGARDING THE APPROPRIAT 


OF THIS ALLOWANCE FOR PHYSIC c RE IN PURSUANT TO SECTION 512, PUBLIC LAW 1020, 84TH CONGR 





THE ABOVE ESTIMATE 


3OVE ESTIMATE 


|SIGNATURE (Federal Housing Administrator 


10. (To be Executed if Item Wa) ie Checked 


ACQUISITION OF SUBJECT WHERRY UNITS, IN ACCORDANCE WITH THE PROVISIONS OF SECT! 
PUBLIC LAW 1020, 84TH CONGRESS, IS APPROVED 


DATE SIGNATURE (Federal Housing Administration) 





DD .2%.1179 





REVIEW OF MILITARY HOUSING PROGRAMS 


“J 
“NI 
























FORMAT 

[ PROGRESS REPORT ON WHERRY ACQUISITION acTrviTiEs | PS ARTMENT scien a ae 
UNDER PUBLIC LAW 1020, 84th CONGRESS e 
a fe toe alee ~~ DATES OF _ 
PROJECT AND | NO. OF|__ NEGOTIATION _|___ ACQUISITION 
LOCATION | UNITS aa Completed Started | Complete | 
asain Mhamtnceaatdeeabihe ioBdsssthimacand Rincninsl 
| | | | 
| | | 

| 

| 
| 
! 
| 
| 
, | aaa ea \ icici acannon 
INSTRUCTIONS 
YOLUMN a - Indicate by asterisk projects where acquisition is mandatory. 


SOLUMN g - Provide brief resume of progress, difficulties or delays encountered, 
I ble results, and anticipated dates. Negative reports on progress | 
e shown, i.e., “no change since last report”. | 











C32656 
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FEDERAL HovusinG ADMINISTRATION, 
Washington, D. C., November 1, 1956. 
To: All mortgagors under section 803 of title VIII of the National Housing Act, 
Subject: Cost information. 

To implement the provisions of the Housing Act of 1956 regarding acquisition 
of Wherry housing projects by the Department of Defense and to complete our 
records, it has been determined necessary to obtain cost information concerning 
section 803 projects. 

Pursuant to the authority vested in me by your charter, you are requested to 
to submit the enclosed questionnaire properly completed. In the event you have 
submitted a cost questionnaire to the Armed Services Committee of the United 
States Senate, you may supply a photostat copy of that questionnaire in reply to 
this letter. 

It is desired that the questionnaire be completed and returned to the Federal 
Housing Administration, room 735, 811 Vermont Avenue NW., Washington 25, 
D. C., within 30 days of the date of this letter. 

Very truly yours, 
NorMAn P. Mason, Commissioner. 


QUESTIONNAIRE 


This form, when executed, shall be forwarded to room 328, Federal Housing 
Administration, Washington 25, D. C., and any inquiries regarding execution of 
this form shall be directed to the same address. 
PRINT ok ei re eet ath 


(City and Stite) 


The questions set forth above have two overall purposes: 

1. To determine the actual cost of the above completed project, i. e., land, 
structures, improvements, fees and financing. 

2. If the actual cost of the project is less than the amount of the mortgage loan, 
to determine the disposition of the difference. 
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PART I 


(Consult instructions as to “identity of interest” in Part II before completing the 
ntries in Part I) 


1. Total principal.amount of insured mortgage loan (before amor- 
PAGO). 6 in Los ic id alii OU enbidas buts ddaas de. Sets 
2. Cost of land (if owned and not leased): 
(a) If seller and mortgagor have identity of interest (from 
Part T1=A+4). 6 i 23 spiesdd Cb Shiscuceeece wie be 
(b). f no identity of imtovests.« seit. oes eet eho Badhcaivs 
3. Land preparation—off site improvements. -._........------. -------Le- 
Land preparation—exclusive of off site improvements and not 
included Under Sacer GU Wee a 6.5. Ze sack dk op weenie sede needs 
4. Total cost of land—exclusive of off site improvements which are 
included under 5a or 5b below (No. 2 plus No. 3) 
5. Construction cost: 
(a) Actual total construction cost if mortgagor and contrac- 
tor(s) have identity of interest se ee cuties 
(b) Amount paid under construction contracts if no identity 
of interest (include contractor's fees) 


6. Amount included in 5 which was refunded or rebated to mort- 

gagor or party: having‘identity of interest... 2. penne nene 

7. Net construction costs (No. 5 mitius. No. 6)... -..--...------. concen cnne 

Sh. PUBNORE UI TE FRO cs cack ttc, Maine ont in > av ttt a leg catch Mk antes settee a eo 

, snberess Curing COMNITHROEO. ... <o..<snueccdacusasecucentankee autboneeuen 

1G, “TSROE Cais CONBCITIIIBE. oa oi cine snes odemmn an steel ec eee 
11.. Premiums for insurance during construction................65 <cuccccace 
12. FHA mortgage insurance premium si dacs il satin ata sa dicatanaciciy sn tne a an 
1S, Seek CRONIN CION (OG Sonne oad eancawnweb ang «aw ee nade den ei 
14, Dee MOR 100... ocak eco nenn wennhonsupeawewes nc ek eee 
15; WON, MRONNG «occ cd ceciecncecwucanannendn sane ona eee 
6; Tes and ween Mee... ok nek cwcccccwcccuucuunl UU 
71. L2G) BOG OTARTIREMIS ROR SO. 6 goss see mec cceeenctes Geasdbanes 


Th, OR RIN irda ta oe eee See a eaten ee coianie mata aa 
19. Total project costs (sum of Nos. 4 and 7 to 18, inclusive)!___ ~~~ 
20. Difference between mortgage (No. 1) and total project costs 

EA A a as astacidcses pace seabed ac hi chalk dt are aici cake &. Scented ne atin Ee ele 
21. If total project costs (No. 19) are less than amount 

of mortgage (No. 1) and if any disposition has 

been made of the difference indicate in the ap- 

propriate lines below the amounts and dates of 

such disposition: Amount Date 


ic INN me didi ale eal a ier clic Distesiccandvk eee 
(b) Redemption of stock... pe ae tatidhipsiceitaretasa sos ~ “ees taseaetaseebae « atatasaed aetecacaee 
Cia), ti sOUseh NPI a i cin) - ccaeanl cieabreiiaiadt me meee ana e 
(d) Loans to others (specify) Soca Ai Bh RE EL RE ORS A 
(e) Paid to contractor(s) in excess of con- 

tractor’s actual costs where identity of 

SIS OEN CII Se en. inniicgmea, «Kcuneien’ 
(f) Paid to seller of land in excess of his 

actual cost where identity of interest 

ex ists a Cte tae Meethbeteneae.. *eteneances. .4eeee~weees 
(g) Other dis sposition (SDE) nk dens ican) neers i Gapeageee 

I cs i wars: oan a ath Rant ied wots Be aaa a 


If, in the opinion of the respondent, the figure entered in No. 19 (total project costs) does not reflect the 
ictual project cost, respondent may submit e statement, to be attached to this form, setting forth the figure 
which in the opinion of the respondent was the actual project cost and detailing those items giving rise to 
the difference between the figure in No. 19 and the figure considered to be the actual project cost by re- 
pondent. 

2 Under ‘‘Amount” indicate the balance(s) of the loan(s) outstanding at the date of execution of this form, 
and under ‘‘Date”’ indicate the date(s) the subject loan(s) was (or were) originally made. 
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PART II 

Instructions 

Definition.—For the purpose of the questionnaire the term ‘“‘identity of 
interest” is defined to mean the existence of a beneficial interest, either direct or 
indirect, of the mortgagor or of any of its sponsors, directors, officers, or stock- 
holders in the general contractor, subcontractor, material suppliers, or the 
grantor (seller) of the project land to the mortgagor. 

Part II A is to be filled out only in those cases where any of the project land 
was purchased from someone having an identity of interest with the mortgagor. 

Part II B is to be filled out only in those cases where some part of the con- 
struction costs was paid to an individual or corporation having an identity of 
interest with the mortgagor. 


A. Land data 

1. Name of individual or corporation having identity of interest with mort- 
grugor 

2. Date of sale to mortgagor 

3. Date of purchase by individual or corporation having identity of interest 
with mortgagor 


t. Cost of land to individual or corporation I 


iaving identity of interest with 


mortgagor ‘ — 


B. Construction data 

With respect to each general contractor, subcontractor, materials supplier, o1 
others having an identity of interest, furnish below (1) name, (2) nature of the 
services rendered or materials supplied by each in connection with the construction 
of the project, (3) the total amount received therefor by each party so named, 
and (4) that portion of the total amount reported in (3) which was actually 
expended by each party so named in connection with construction of the project. 
If any amount is included in (4) for job overhead state on a separate sheet the 
amount so included and explain the basis on which it was computed. 


(1 Name 2) Nature of services rendered or 
materials supplied 


cag ses . iacoad 
5 


3) Amount received by party having 1) Amount expended by party hav- 
an identity of interest ing an identity of interest in connec- 
tion with construction of project. 
A. : ; - 
B. : . 
C. : ‘ aes 
Be scsi , : aa ate a 


‘ 


I Ce rtify tl al | am authorized to and do execute the fc revoing questionnaire on 
behalf of said mortgagor and that the information given in answer to the foregoing 


questionnaire is true and correct to the best of my knowledge and belief. 


Mortgago1 ; 
By g ; Eh oa 


Title 

Date 

[CORPORATE SEAI 
Attest: 

secretary. 

State of os 
County of _ 
Date - 

Note.—If mortgagor is an individual, appropriate changes in the certification 


should be made. 
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The following material is an appendix to part IV: 


FEDERAL NATIONAL MorTGAGE ASSOCIATION, 
Washington, D. C., December 12, 1956. 


FNMA CHANGES PRICE FOR ARMED SERVICES Houstna MortTGAGES 


Action taken late yesterday by the Federal National Mortgage Association 
increased, effective immediately, the price it will pay for FHA-insured section 
803 Armed Services housing mortgages. At the same time it also reduced the 
amount of the fee sellers must pay in order to obtain FNMA’s commitment to 
purchase these mortgages. 

Armed Services housing mortgages, also known as Capehart housing mortgages, 
are purchased by FNMA under one of its special assistance programs. Funds 
required to finance these programs are supplied entirely by the Federal Govern- 
ment through FN MA borrowings from the United States Treasury. 

Under the new price, according to FNMA president J. Stanley Baughman, the 
Association will pay par (100) for mortgages on this type of housing and will 
require payment by sellers of commitment fees of % of 1 percent of the amount of 
the morgages involved. The price formerly offered for Armed Services housing 
mortgages was 99!¢ and the commitment fee was 1 percent. There is no change 
in the 4 of 1 pereent purchase and marketing fee which sellers must pay when the 
morgages are delivered for purchase. 

As a result of these actions, sellers will receive a net return of 99 for the Armed 
Services housing mortgages they sell to FNMA instead of 98 under the former 
procedure. 

In announcing the change in FN MA’s price and commitment fee, Mr. Baugh- 
man said “the arrangement should result in a material increase in construction 
activity under the Armed Services housing program.”’ 


SEPTEMBER 14, 1955. 
MEMORANDUM OF AGREEMENT 
INTRODUCTION 


For the purpose of providing family housing as authorized by title IV of Publie 
Law 345, 84th Congress, the Assistant Secretary of Defense (Properties and 
Installations) and the Federal Housing Commissioner hereby agree as herein- 
after set forth to certain requirements, interpretations, and procedure under that 
title. This document is limited to the certification of need, which is herein desig- 
nated as article I. Subsequent documents will cover other aspects of the Agree- 
ment relating to that act. Amendments to this Agreement may be proposed at 
any time as experience dictates. 

For purposes of this Agreement the following definitions shall apply: 

a) ‘Secretary’? means the Secretary of Defense or such other official in the 
Department of Defense as may be designated. 

(b) “Commissioner”? means the Federal Housing Commissioner or such other 
official in the Federal Housing Administration as may be designated. 

(c) “FOD” means the Field Office Director of the local FHA office in whose 
area the particular project is located, or such other official in his office as may be 
designated. 

(d) ‘Military’? means the Secretary of the Department|of Navy, Army, or Air 
Force, as the case may be, whose Department is undertaking the particular 
housing project or such other official or officials in his Department as may be 
designated. 

(e) ‘‘Mititary Installation’? means the installation at or near which the par- 
ticular housing project will be constructed. 

Both the Secretary and the Commissioner will expedite action in all interested 
offices and at all levels of their organizations relative to matters that are the sub- 
ject of this Agreement, and each will use every available means at their disposal 
to assure that the purposes of title IV of Public Law 345, 84th Congress, are 
accomplished in accordance with the spirit and intent of that law. 
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ARTICLE I. CERTIFICATION OF NEED 


Sec. 1. The Military will initiate DD Form 874 (Certificate and Approval) by 
completing parts I, I1, and III thereof. The original and three copies of such 
form will he presented to the FOD. 

Sec. 2. If FHA concurs in the need therein certified, part IV of such form will be 
executed hy the FOD with such modification as may te appropriate. The original 
of DD Form 874 will then be returned to the Military for submission to the 
Se*retary for execution of the approval with respect to all or such portion of the 
housing units as the Secretary shali determine. 

Sec. 3. If the FOD does not concur in the need therein certified, or concurs in 
only a portion thereof, and the FOD and Military are unable to resolve their con- 
flicting views, the FOD will reduce his views to a full written factual report and 
recommendation, whith will expeditiously he su>mitted to the Commissioner 
(with a copy to the Military), together with the DD Form 874 uncompleted as to 
part IV. Thereafter, the Commissioner will complete part IV of such form 
indicating the maximum number of proposed housing units, if any, in which he 
concurs and shall append thereto a statement as to the basis upon which the 
Commiss:oner rea*hed his final determination and a request for the Military to 
guarantee the Armed Services Housing Mortgage Insurance Fund, if he so requires. 

Src. 4. The Commissioner’s determination on DD Form 874 and the reasons 
therefor, together with a request, if any, to guarantee, shall be transmitted to the 
Military and thereafter ke forwarded to the Secretary with the recommendations 
of the Military. 

Sec. 5. The Secretary will execute the approval (part V of DD Form 874) for 
such numer of hoysing units as he deems appropriate, provided that, the execution 
of the approval for a number of housing units in excess of the number concurred 
in hy the Commissioner shall constitute authority for the Military to guarantee 
the Armed Services Housing Mortgage Insurance Fund from loss, if required by 
the Commissioner. 

Sec. 6. The original of the approved DD Form 874 will be forwarded to the 
Military for transmittal to the Commissioner. The Military will attach such 
guaranty as is authorized and appropriate. 

FRANKLIN G. FLOETE, 
Assistant Secretary of Defense (Properties and Installations). 
NorMAN P. Mason, 
Federal Housing Commissioner. 


OctToBER 27; 1955, 
MEMORANDUM OF AGREEMENT 


For the purpose of providing family housing as authorized by title IV of Public 
Law 345, 84th Congress, the Assistant Secretary of Defense (Properties and 
Installations) and the Federal Housing Commissioner hereby agree to certain 
additional requirements, interpretations and procedures under that Title as 
hereinafter set forth. This document is supplementary to the Memorandum of 
Agreement dated September 14, 1955, and shall be deemed to be a part thereof. 


ARTICLE II, ARCHITECTURAL AND ENGINEERING SERVICES 


Sec. 1. Upon the approval of the housing project, the Military will procure 
the necessary architectural-engineering services in accordance with section 406 
of Public Law 345, 84th Congress, and such other standards and procedures 
consistent therewith as the Military may prescribe. 

Sec. 2. The Military will utilize an architect-engineer contract. Such contract 
may provide, among other things, that architect-engineer services be rendered in 
stages, Preliminary Planning and Final Planning. The Preliminary planning 
is intended to test the feasibility of the housing project in the light of the mortgage 
limitations, the FHA requirements, and the military needs. The Final Planning 
covers all work necessary to secure military approval and the issuance of the Final 
Appraisal and Eligibility Statement by FHA. Such contract will also provide: 

(a) for consultation by the architect-engineer with the FOD in both 
preliminary and final stages for purposes of assuring that the housing project 
is financially feasible and that the plans, specifications, and other data will 
meet FHA requirements; 

(b) for preparation of plans, specifications and other data which will meet 
the requirements of FHA and conform to military procurement requirements 
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under section 3 of the Armed Services Procurement Act of 1947, as amended. 
The FHA agrees to consider plans, specifications, and other data conforming 
to such procurement requirements as describing acceptable materials and 
products and will determine its estimated replacement cost on that basis. 

(c) that plans, specifications, and other data may include the use of 
alternate materials and alternate types of construction, including pre- 
fabrication, which provide substantially equal value, provided they conform 
to the requirements of FHA, 

(d) that the plans, specifications, or other data may at the direction of the 
Military indicate that certain site improvement items are to be provided 
by other than the mortgagor-builder. 

Src. 3. As soon as possible after the Military selects the architect-engineer it 
will submit FHA Form ——, Request for Preliminary Appraisal and Eligibility 
Statement, to the FOD, and the architect-engineer will initiate his consultations 
with the FOD. When the preliminary sketches including typical floor plans, 
elevations, sections, and the preliminary site development plans are completed 
together with the cost estimates thereof, the FOD will issue FHA Form 
Preliminary Appraisal and Eligibility Statement, a copy of which is attached. 
This statement will show the tentative feasibility of the housing project. The 
FOD wil! forward a copy of such statement to the FHA Comptroller in Washing- 
ton who will bill the Military, at the Washington level, at the rate of $0.75 for 
each $1,000 of the maximum insurable mortgage shown on such statement. 

Sec. 4. The Military will submit to the FOD FHA Form ——, Request for 
Final Appraisal and Eligibility Statement, if it determines to proceed with the 
housing project. When the plans, specifications, and other data required by 
FHA are completed, cost estimates determined and insurable limits established, 
the FOD will issue FHA Form ——, Final Appraisal and Eligibility Statement, 
a copy of which is attached. The FOD will forward a copy of such statement 
to the FHA Comptroller in Washington who will bill the Military, at the Washing- 
ton level, an amount equal to $1.50 for each $1,000 of the maximum insurable 
mortgage shown on such statement less the amount previously billed for the 
Preliminary Appraisal and Eligibility Statement. The total amount of the ap- 
praisal and eligibility fee will be refunded to the Military by the FHA after the 
successful bidder or its mortgagee has been given a commitment to insure by 
FHA and after the commitment fee has been deposited with the FHA. 

Sec. 5. In determining the estimates and values required by the appraisal and 
eligibility statements, the following terms as used in section 803 (b) (3) Title VIII 
of the National Housing Act, as amended, are understood and agreed to have the 
following meanings: 

(a) “replacement cost of the property or project’ (on-site) means the estimated 
cost of all on-site labor, materials, equipment, services, improvements to land, 
and fees (such as legal, organizational, commitment, and application), which 
the mortgagor-builder is required to provide in connection with the proposed 
housing project and which are intended to be financed from the mortgage proceeds. 

(b) “usable utilities within the boundaries of the property or project where owned 
by the Government and not provided for out of proceeds of the morigage’’ means the 
estimated value or cost of all items (or portions thereof as hereinafter provided) 
of whatever nature which have been provided or will be provided by the 
Government and for which the Government will not be reimbursed out of the 
mortgage proceeds, provided such item or items (i) are permanently affixed to, 
in, or over the land, (ii) are located within the boundaries of the housing project, 
and (iii) will, in whole or in part, be used to provide water, sewage and garbage 
disposal services, electricity, gas, central heating, or telephone service to the 
housing project. The estimated cost of such utilities shall be limited to the size 
and capacity necessary to serve the needs of the subject project Excess size, 
length, or capacity provided for uses beyond the need for subject project, or for 
other uses, will not be considered in the estimate of replacement costs, or as a 
reduction of the maximum mortgage limitation. 

(c) ‘maximum insurable mortgage’? means the replacement cost of the property 
or project or the bid of eligible bidder, whichever is lower. Pursuant to the pro- 
visions of section 803 (b) (3) (B) of the National Housing Act, as amended, the 
sum of such replacement cost and the value of “‘any usable utility’’ shall not exceed 
an average of $13,500 per family unit. 





FRANKLIN G. FLOETE, 
Assistant Secretary of Defense (Properties and Installations). 
NorMAN P. Mason, 
Federal Housing Commissioner. 
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FHA Form ee 


FEDERAL HovusinGc ADMINISTRATION 


PRELIMINARY APPRAISAL AND ELIGIBILITY STATEMENT 
FOR ARMED SERVICES HOUSING MORTGAGE INSURANCE 
UNDER TITLE VIII OF THE NATIONAL HOUSING ACT AS AMENDED 
eis 


Pursuant to your request, dated 19__, this Administration 
has considered preliminary sketches. and sites development plans prepared in 
connection with the proposed Armed Services Housing Project deseribed in 
Schedule A below. 

The amount of the maximum insurable mortage, the FHA total estimate of 
replacement cost of the property or project, the FHA total estimate of any 
usable utilities and the FHA estimate for such part of such property as is atrrib- 
utable to dwelling use are all tentative and subject to revision. These tentative 
amounts are indicated in Schedule B. 

This statement is based upon the condition that the tentative amounts shown 
in Schedule B are solely for planning purposes and that prior to the expiration 
date of this statement, an Application for Final Appraisal and Eligibility State- 
ment for the housing project described in Schedule A below will be presented to 
this Administration by the appropriate military department. 

This statement shall terminate 120 days from the date hereof unless renewed or 
extended in writing by the Commissioner. 

FrepERAL Hovusinc COMMISSIONER 
= By , Bi 
Date Authorized Agent 


SCHEDULE A 
Name of military installation Locatior 


Number of family units 
SCHEDULE B 


Tentative maximum insurable mortgage $ : 
FHA total tentative estimate of replacement cost of the property or project $ 


FHA tentative estimate of the value of usable utilities within the boundaries of 
the property or project when owned by the United States and not to be provided 
for out of mortgage proceeds $ ; 

FHA tentative estimate of the replacement cost of such part of the property or 
project as is attributable to dwelling use $ 

Estimated costs of off-site improvements $ ; 

Usable utilities which have been provided by the Government and which are not 
to be reimbursed out of mortgage proceeds 





or 
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FRA: ‘Form! ee. 
FEDERAL HovusiInG ADMINISTRATION 
FINAL APPRAISAL AND ELiciBiLiry STATEMENT 


FOR ARMED SERVICES HOUSING MORTGAGE INSURANCE 
UNDER TITLE VIII OF THE NATIONAL HOUSING ACT AS AMENDED 
weir el. EU De Doha J cE SS 


Pursuant to your request, dated —- aia , 19__, this Administration 
has considered the plans and specifications developed in connection with the 
proposed Armed Services Housing Project described in Schedule A below. The 
maximum insurable mortgage, FHA total estimate of replacement cost of the 
property or project, FHA total estimate of the value of any usable utilities and 
FHA estimate for such part of such property as is attributable to dwelling use 
are indicated below in Schedule B. These estimates are subject to revision after 
issuance of a final Wage Determination by the Secretary of Labor for this project 
and subject to revision for changes approved by this Administration. 

This statement is based upon the condition that prior to the expiration date of 
this statement, an application will be presented to this Administration by an 
approved mortgagee with respect to a loan to be made to a borrower satisfactory 
to the Commissioner. 

This statement shall terminate 120 days from the date hereof unless renewed 
or extended in writing by the Commissioner. 

: FrepERAL Hovusina COMMISSIONER 
19. J. By . a 


Date (Authorized Agent) 


SCHEDULE A 
Name of Military Installation (Location (Project No. 


Number of family units capa Number of rooms i ‘ 


SCHEDULE B 

Maximum insurable mortgage $ a tes 

FHA total estimate of replacement cost of the property or project $____- 

FHA estimated value of usable utilities within the boundaries of the prope rty or 
project where owned by the United States and not to be provided for out of 
mortgage proceeds $ is 

Replacement cost of such part of the property or project as is attributable to 
dwelling use $ ee 

Estimated costs of off-site improvements $ ; aS 

Construction period ; ‘ 


Items included in the estimate of re- Usable utilities which have been or will 


placement cost: be provided by the Government and 

| Bid and performance bond which are not to be reimbursed out 

2 Financing expense of mortgage proceeds: 

3 Interest on construction loan - -- 

i Hazard insurance during con- -- 
struction - ---- 

5. Mortgage insurance during ----- -- 
construction - 

6 Suilder’s fee Off-site improvements to be furnished 

7 Architect-engineer design fee by the Government and for which the 

8. Filing, processing, and com- Government will not be reimbursed 
mitment fee out of mortgage proceeds: 

9. Legal expense - - -- 


10. Sales taxes (where applicable - ---- - 
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DeceMBER 6, 1955. 
MEMORANDUM OF AGREEMENT 


For the purpose of providing family housing as authorized by title IV of Public 
Law 345, 84th Congress, the Assistant Secretary of Defense (Properties and 
Installations) and the Federal Housing Commissioner hereby agrees to certain 
additional requirements, interpretations and procedures under that title as herein- 
after set forth. This document is supplementary to the Memorandum of Agree- 
ment dated September 14, 1955, as heretofore supplemented on October 27, 1955, 
and shall be deemed to be a part thereof. 


ARTICLE III, BIDDING AND CLOSING 


Sec. 1. Upon the approval by FHA of the Drawings and Specifications and the 
issuance of the Final Appraisal and Eligibility Statement by the FOD, the Mili- 
tary will advertise for bids for the construction through mortgage financing of the 
housing project in accordance with section 3 of the Armed Services Procurement 
Act of 1947, as amended, and such military procurement regulations as may be 
applicable. 

Sec. 2. The Military will use an Invitation for Bids substantially in the form 
attached hereto, torether with such additional or alternative provisions not 
inconsistent therewith. 

Sec. 3. The Military and FHA have developed for use in connection with the 
bidding and closing procedure certain additional forms, which may be modified 
from time to time. These additional forms shall include, among others, the 
followin: 

(a) FHA Form 2013W, Application for Mortgage Insurance; 

(b) FHA Form 2417, Personal Financial and Credit Statement; 

(c) Bid Form; 

(d) Form of Appraisal and Elizibility Statement (Preliminary and Final) 

(e) Form of Lease with mortgagor-builder corporation; 

(f) Form of Building Loan Agreement; 

(c) Form of Housing Contract: 

(h) Forms of Guaranty to be executed by the Military (with respect to 
notes and ot*er leval instruments) ; and 

(i) Form of Letter of Acceptability. 

Sec. 4. The Commissioner will be consulted prior to the determination of the 
lowest acceptable bid. Bids which do not show, and which cannot be amplified, 
except by amendment, to show, adequate financial responsi>ility or sufficient 
experien*e in constru:‘ting housing of the type called for by the Invitation for 
Bids may ke rejected. The Military will deliver one copy of each bid and sup- 
porting credit data to the FOD with a request for a statement as to whether th 
lowest bidder is acceptable to the Commissioner for the issuance of a Commitment 
for Mortgage Insurance. If the lowest bidder is not acceptable to the Cummis- 
sioner, the Commissioner will state that fact and further state whether the next 
luwest bidder is acceptale. 

Sec. 5. In view of the participation by the Commissioner in the processes lead- 
ing to approval of the certification of housing need and in the appraisal of bids, 
the Commissioner agrees to accept the delivery to FOD of a copy of the executed 
Letter of Acceptaility as evidence of the acceptability of the bidder named 
therein for the purpose of issuing the Commitment for Insurance. 


ARTICLE IV. GENERAL PROVISIONS 


Sec. 1. Armed Services Housing Projects will be advertised and developed 
upon the basis of FHA insurance upon advances during construction, unless 
otherwise agreed. 

Sec. 2. The Military will, upon initial endorsement of the mortgage note for 
mortgage insurance by the Commissioner, deliver to the mortgagee its guaranty 
of payment thereof effective upon final endorsement of the note for mortgage 
insurance by the Commissioner. _ Such guaranty will provide for payment accord- 
ing to the terms of the note to the extent that advances against it are approved for 
insurance. The Commissioner will require complete amortization of such notes 
by periodic payments. The note will have a maturity not to exceed 25 years and 
will bear interest (exclusive of premium charge for mortgage insurance) at a 
rate not to exceed 4 per centum per annum of the principal obligation outstanding 
at any time. The mortgage insurance premium will be $1.00 per project for the 
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construction period and % of 1 percent of the average outstanding balance there- 
after of the insured mortgage; except that the rate shall Fe reviewed and revised 
on July 1, 1959, and at the end of each 3-year period thereafter by the FHA 
Commissioner and the Secretary of Defense, or their designees, to a rate justified 
by the loss experience of the Armed Services Mortgage Insurance Fund. 

“Sec. 3. The Commissioner will require the mortgagor-builder to deliver to the 
mortgagee a legal instrument which obligates the mortgagor-builder to hold the 
mortgagee harmless against real or personal property taxes and assessments levied 
against the housing project, including the project site. The Military will guar- 
antee to the mortgagee and the Commissioner, as their interests may appear, the 
payment of the obligations under such legal instrument, reserving the right to con- 
test the legality and validity of any taxes or assessments prior to payment thereof. 

Sec. 4. In recognition of the undertakings of the Military as set forth in this 
Memorandum of Agreement, the following will not be required in connection 
with any housing project: 

(a) Escrows or other provisions for working capital. 

(b) Payments of, or provisions for, real and personal property taxes and assess- 
ments other than as provided in section 3 of this Article IV. 

(c) Eserows or other provisions for hazard insurance after the date of com- 
pletion of the housing project and delivery of the capital stock of the mortgagor- 
builder to the Military. : 

(d) Esecrows or other provisions for replacement of any item or portion of the 
housing project. 

(e) Escrows or other provisions for maintenance and operation of housing units 
.fter a determination of their availability for occupancy. 

(f) Escrows or other provisions for off-site improvements or utilities other than 
the assurance of the Military. 

(g) Escrow of funds based upon any disparity between the lowest acceptable 
bid and FHA’s estimated replacement cost. 

(h) Imposition of any inspection fees by the Commissioner. 

Sec. 5. FHA will, in its evaluation process, give consideration to the following 
cost elements, among others: (1) Length of construction period, (2) financing ex- 
pense or service fee, (3) builders’ risk or hazard insurance during construction, 

4) mortgage insurance premium during construction, (5) bid or performarce bord, 
(6) legal and organizational expenses with respect to mortgagor-bvilder, (7) sales 
or use tax, if applicable, on materials used during construction, and (8) inspection 
fees. 

Sec. 6. The Commissioner will not hold stock in the mortgagor-builder. 

Sec. 7. In view of (i) the limitations under section 803 (b) (3) of the National 
Housing Act, as amended, on the maximum principal amount of the mortgage 
which may be insured by the Commissioner, (ii) the wage and labor requirements 
of the Davis-Bacon Act and of section 212 (a) of the National Housing Act, as 
amended, and (iii) the interests of the United States, the am-ount of the Housing 
Contract may be revised to reflect adjustments in the bid price or estimated 
replacement cost, or both, as a result of (1) the making by the Secretary of Labor 
of the Prevailing Wage Determination for the Housing Contract, (2) construction 
changes encountered during construction, or (3) necessary modifications within 
the scope of the work under the Housing Contract. 

Sec. 8. No changes in the Drawings and Specifications, or other modification of 
the Housing Contract, proposed by the eligible builder will be approved by the 
Military except (i) to meet changed conditions encountered during construction, 
(ii) to correct deficiencies in the Drawings and Specifications discovered during 
construction or (iii) to effectuate certain provisions of the Housing Contract 
designed for the protection of the Military, such as those relating to inspection 
procedures, procedures necessary under emergency conditions to save life or 
property, deductions for uncorrected work, adjustments with respect to Federal 
excise taxes and other provisions. The Military does not propose to process 
changes in or other modifications of the Housing Contract for the primary purpose 
of providing higher cost housing than that contemplated by the Drawings and 
Specifications or for providing extras. 

Src. 9. The following principles shall apply if necessary to secure an accept 
able bid: 

(1) If bids within a narrow price range are received from two or more resvonsi- 
ble bidders, but none is acceptable because none is equal to or less than FHA’s 
estimated “replacement cost of the property or project,’’ FHA will, upon the 
request of the Military, reexamine such estimated replacement cost and may 
(but is not obligated to) revise its Appraisal and Eligibility Statement in order 
io avoid the necessity of rejecting all bids. 
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(2) The Invitation for Bids may provide for additive or alternate items in 
such manner as to allow the unequivocal determination of the lowest acce ptable 
bid. The FHA will, upon the request of the Military, prepare alternate Appraisal 
and Eligibility Statements corresponding to the Invitation for Bids. 

(3) The Invitation for Bids may provide for deductive items (other than “‘ usable 
utilities within the boundaries of the property or project where owned by the 
Government and not provided for out of proceeds of the mortgage’’) whic h may 
be eliminated from the bids of the eligible builder in order to secure an acceptable 
bid. 

Sec. 10. The Military, acting on its own behalf and as agent for the Com- 
missioner, will make all inspections required during the construction of the hous- 
ing project, and the Military and the Commissioner will waive all inspection 
fees payable to the FHA. The Military will advise the FOD the amount of the 
inspection fee to be included in the appraisal and eligibility statement. The 
Military will inspect to determine, among other things, whether the eligible 
builder or any subcontractor is meeting the prevailing wage and other applicable 
labor requirements, and whether the construction is proceeding in accordance 
with the Housing Contract, including the Drawings and Specifications, and 
applicable schedules and report any violations thereof to the Commissioner, 
As a condition precedent to the approval by the Commissioner of any advance 
of funds to the mortgagor-builder, the Commissioner will require that there be 
filed with him an inspection certificate, PHA Form No, 2449 (Project Inspection 
Report) certifying the percentage of completion itemized according to the Trade 
Payment Breakdown annexed as Exhibit A to the Housing Contract plus esti- 
mated cost of the acceptable materials stor: . on the site and compliance with all 
of the provisions of the Housing Contract. he FHA will accept the decision of 
the Military with respect to workmanship a a quality of materials. The FHA 
will accept the decision of the Military as to compliance or noncompliance with 
any aa requirements, including labor requirements, imposed upon the 

eligi ble builder in accordance with the provisions of the Housing Contract, and 

as to any default or failure of the eligible builder otherwise to comply with the 
terms and provisions of the Housing Contract. Any violation as to labor pro- 
visions reported will be investigated by the Military who will make the determina- 
tion as to whether or not a remedy has been perfected, prior to the final advance 
of mortgage proceeds, 

Sec. 11. The mortgagor-builder will have a paid-in capital of $1,000, which is 
the amount of the consideration to be paid the Military for the leasehold interest 
in the housing project site. After the payment of such consideration, the mort- 
gagor-builder will hold no assets other than the leasehold interest and contractual 
rights. At the time of the closing, the capital stock of the mortgagor-builder will 
be endorsed to the Military (or in blank, as the Military may require) and irre- 
vocably deposite din escrow with the mortgagee for delivery to the Military upon 
the determination by the Commissioner of the completion of the housing project. 

Sec. 12. When DD Form 874 (Certificate and Approval) has been executed by 
the FOD and the Secretary of Defense indicating in item 11 the need for the 
acquisition of real estate and the use of appropriated funds for off-site improve- 
ments, the approval of this form will constitute a determination by the Secretary, 
after consultation with the Commissioner, that such housing projects should be 
constructed and that the expenditure of appropriated funds is essential to the 
construction of satisfactory housing as required by section 505 of Public Law 155, 
82nd Congress. 

Sec. 13. If the Military intends to furnish any or all utility services to the 
eligible builder during the construction period, the Commissioner will accept a 
statement from the Military to that effect as assurance that such services will 
be furnished by the Military. The Commissioner will not require assurance of 
availability of utility services after the completion of the housing project. 

Sec. 14, Off-site improvements and utilities necessary to housing projects will 
be furnished or arranged for by the Military from sources other than mortgage 
proceeds. The Commissioner will accept a statement from the Military that suc h 
improvements and utilities will be furnished as assurance thereof, and shall not 
require the completion of such improvements and utilities as a condition prece dent 
to final endorsement for mortgage insurance. 

Sec. 15. When each housing unit in the housing project is available for occu- 
pancy, the Military will so certify to the FOD. The determination will be made 
on FHA Form No. 248 (Permission to Occupy). Thereafter the unit or units 
may be occupied. The Military will maintain and operate as public quarters 
each housing unit determined to be available for occupancy. The eligible builder 
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will have no obligation for maintenance and operation, except as may be involved 
in completion of the entire housing project or as may result from warranties, or 
hazard-insurance coverage. 

Sec. 16. When the Military certifies to the FOD that the housing project has 
been completed in accordance with the Housing Contract (but not before), the 
Commissioner will determine that the “housing has been completed’’ within the 
meaning of section 403 (a) of title IV of the Housing Amendments of 1955 and 
will make his final endorsement of the mortgage note for mortgage insurance. 
The Military will assume al! hazard risks after final endorsement for mortgage 
insurance. The Commissioner recognizes that there may be additional work 
or services of a relatively minor character, not preventing occupancy, which 
cannot reasonably be expected to be completed without appreciable delay because 
of conditions over which the eligible builder has no control. In such eases, the 
Military will provide the FOD with an estimate of the date by which delayed 
items can reasonably be completed and of the amount required for the com- 
pletion of these items. The Commissioner will, prior to his final endorsement, 
require the eligible builder to deposit in escrow at least double the estimated 
amount required to assure completion. The escrow agreement shall provide, 
among other things, that the Military may, at its option after expiration of the 

riod allowed the eligible builder for actual completion, complete the housing 
project and receive the escrow proceeds as compensation therefor. 

Sec. 17. The mortgage and the note secured thereby will each contain a pro- 
vision that the mortgagor-builder or any successor in interest shal] have the right 
to prepay the mortgage note upon payment of a reasonable prepayment premium 
to the mortgagee or the Commissioner, as their interests may appear; provided, 
however, that no premium or penalty for prepayment shall be payable at any 
time on or after the date which is six years from the date of the first payment by 
the Military on the mortgage note. 

Sec. 18. The Commissioner agrees that the Military and the eligible builder 

iv settle, without notice to any other parties in interest, any matter arising 
inder warranties which require action by the eligible builder after final endorse- 
ment. The Military will make all compliance inspections following final endorse- 
ment and prior to expiration of the warranty period. 

Sec. 19. Unless otherwise determined by the Military with respect to a par- 
ticular housing project, there shall be no requirement for compliance with local 
oning laws, building codes, or other similar provisions. 

FRANKLIN G. FLOETE, 
Assistant Secretary of Defense (Properties and Installations). 
NORMAN P. Mason, 
Federal Housing Commissioner, 


DEPARTMENT OF THE 
INVITATION FOR Bibs 


FOR THE CONSTRUCTION THROUGH FHA INSURED MORTGAGE FINANCING, ARMED 
SERVICES HOUSING PROJECT 


Invitation No. 
FHA Project No. 
Date of Invitation - 


Project: Armed Services Housing Project, consisting of .__- 
Housing units to be constructed at __ 


1. Title IV of the Housing Amendments of 1955, approved August 11, 1955 
Publie Law 345, 84th Cong., 69 Stat. 635), entitled ‘‘Armed Services Housing 
Mortgage Insurance,’’ authorizes the acquisition of vitally needed family housing 
by the military departments. The statute contemplates that housing projects 
be constructed on Government-owned property, pursuant to competitive bidding 
by private contractors using FHA mortgage financing and certain guaranties of 
the military departments. The statute further contemplates that upon com- 
pletion of a project the military department will undertake the amortization of 
the mortgage indebtedness including the payment of interest thereon by the use 
of annual appropriations for quarters allowances and will also undertake the 
maintenance and operation of such housing. The procedures to accomplish the 
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purposes of the statute and the relationships by and between the parties in 
interest are outlined generally as follows: 

a. The Department of the ______.______ (hereinafter called the ‘“‘Depart- 
ment’’) issues an invitation for bids and receives bids. 

b. When bics are received and after consultation with the Federal Hovsing 
Corr issioner (hereinafter called the Com missioner), the Depart ent deter- 
nines the person, partnership, firm or corporation, qualified by experience 
and financial responsibility, who has submitted the lowest acceptable bid. 

ce. The Departirent issues to that bidder (hereinafter called the eligible 
builder) a letter of acceptability. That letter requires the eligible builder, 
ar ong other things, to take four actions: First, to form a new corporation 
(hereinafter called the nm ortgagor-bvilcer); second, to arrange financing for 
the total eost of the project, including profit, by a builcing loan agreerent 
between the r ortgagor-builcer and a mortgage lender (hereinafter called the 
rortgagee); third, to cavse the morteagee to obtain the Comm issioner’s 
con r itrent for insyrance; and fourth, to exeente a three-party housing 
contract which Cefines the rights and obligations of the Department, the 
eligible bvilcer and the mortgagor-builder. The letter of acceptability also 
req ires the Departy ent to execute a lease of a project site to the nm ortgagor- 
builder. 

d. Once the foregeing arrangements are made, the parties in interest 
effect a “closing” in which the relationships of the parties are definitively 
established by the delivery of all legal instruments. Among other things 
at the closing, the mortgagor-builder deiivers to the mortgagee a note and 
mortgage for a period of __years (with the option of prepayment without 
prerium at the end of 6 years) and bearing interest at pereentum per 
annvm, and the eligible builder deposits in escrow with the mortgagee the 
eapital stock of the newly formed mortgagor-b”ilder corporation for ultimate 
celivery to the Depart” ent, in accordance with the escrow agreement. 

e. Thereafter, pursuant to the housing contract, the eligible builder causes 
the project to be constructed and is paid therefor out of mortgage proceeds, 
vithout recourse to any funds other than such mortzage proceeds. All 
profits that may be made under this housing contract shall accrue to the 
eligible builder and none shall accrue to the mortza7zor-builder. As construc- 
tion progresses individual housing units are placed under the control of the 
Department as and when available for occupancy upon determination by the 
Commissioner. The eligible builder maintains builder’s risk, fire and ex- 
tended coverage insurance on the project during the entire period of con- 
struction. The Department provides for inspection. The Commissioner 
determines completion of the project on the basis of inspection reports made 
to him by the Department and makes his final endorsement of the mortgage 
note for mortzage insurance. 

f. After completion of the project, the capital stock of the mortzagor- 
builder is delivered to the Department by the mortgagee as escrow agent, 
and payment of the mortzgaze indebtedness of the mortgagor-builder is 
undertaken by the Department. 

The foregoing outline of procedures and relationships is intended merely for 
purposes of explanation. The following provisions of this invitation, the pro- 
visions of the several instruments, and the statute and rezulations promulgated 
thereunder determine the rights and obligations of the parties in interest. 

2. Sealed bids (in triplicate) for the construction through FHA insured mort- 
gage financing of the above-described housing project, including the furnishing 
of all necessary labor, equipment, and materials and the performing of all work, 
services, and arrangements, in strict accordance with the terms of a letter of 
acceptability and a housing contract, specimen forms of each being attached 
Dereeeas es SIONS 2 Ce coke mes teas of UO Cece ne wees ae 
inmate Cobre ee 195__. 

3. The right is reserved, as the interest of the Department may require, to 
rej ct any and all bids and to waive any informality in bids received. 

4. The bidder should carefully examine the provisions of the form of housing 
contract attached hereto, including the drawings and specifications made a part 
thereof; visit the site of the housing project; and fully inform himself as to all 
conditions and matters which can in any manner affect the financing of the con- 
struction and the constructing of the housing project or their cost. (Attention 
should here be called to any unusual conditions known or likely to be encountered 
at the site.) Should the bidder find discrepancies in, or omissions from, such 
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drawing and specifications or other documents attached hereto, or should he be 
in doubt as to their meaning, he should at once notify __.__._......_._-_.___-- 
and obtain clarification prior to submitting a bid. Information given will be 
transmitted to all known interested bidders. 

5. Under the provisions of title IV of the Housing Amendments of 1955 the 
principal amount of the mortgage is limited, among other things, to the amount 
of the bid of the eligible builder. However, the Davis-Bacon Act and section 
212 (a) of the National Housing Act, as amended, require that wages paid to 
laborers and mechanics be the prevailing wage as determined by the Secretary of 
Labor not more than 90 days prior to the commencement of construction. Since 
more than 90 days may elapse from the date of this invitation for bids to the 
commencement of construction, the bids called for by this invitation for bids will 
include a provision for adjustment of the dollar amount therein specified to reflect 
any difference between the tentative minimum-wage schedule attached hereto and 
the applicable minimum-wage schedule as finally determined by the Secretary of 
Labor. Any such adjustment will be in an amount determined by the Com- 
missioner to reflect such differences, and the amount of the lowest acceptable bid 
and the FHA estimated replacement cost of the property or project will be 
amended in the amount so determined by the Commissioner; except that, if such 
an adjustment would increase the amount of the bid above the amount of any 
other statutory maximum applicable to the insurable mortgage, the eligible 
builder will have the option of reducing his bid to such statutory maximum or of 
withdrawing his bid. 

6. During construction, the bid will be considered to be amended in respect of 
construction changes and modifications approved by the Commissioner in such 
amounts as may be so approved for payment or deduction from mortgage proceeds. 
(See following par. 11.) 

7. Each copy of a bid should include a copy of FHA Form 2013—W completed 
in detail in section V on page 3 and executed on page 4 thereof; a copy of FHA 
Form 2417 completed in detail (a) for the bidder, including his principal officers 
and each director, if any, (b) for each proposed stockholder, officer, and director 
of the mortgagor-builder, acknowledging in each case his participation in the bid; 
and an affidavit from each of said parties that he is not participating in more 
than one bid pursuant to this invitation for bids. Statements, in detail, of experi- 
ence in constructing housing of the type covered by this invitation for bids, of 
financial responsibility (FHA Form 2417) and the affidavit of participation 
should also be included by the bidder with respect to himself and, if the bidder 
contemplates subcontracting substantially all of the construction to a principal 
general contractor, with respect to such general contractor. Failure to show 
sufficient experience or financial responsibility to undertake and complete the 
housing project may be cause for the rejection of a bid. 

8. Each bidder is required to submit with his bid a certified check in the amount 
of (2 percent of the FHA estimated replacement cost but not to exceed $25,000 
nor be less than $5,000), payable to the Treasurer of the United States, to insure 
that if he is the lowest acceptable bidder he will perform the necessary preliminary 
steps and effect a closing with FHA within the time prescribed in the letter of 
acceptability, including the furnishing of an acceptable performance and payment 
bond. In the event the lowest acceptable bidder fails to effect a closing with 
FHA within the time prescribed, his deposit will be forfeited and become the 
property of the Department as liquidated damages unless the Department finds 
that he has made every effort to effect such closing and extends the time to 
effect such closing. If the lowest acceptable bidder effects a timely closing with 
the FHA the amount of his deposit will be refunded to him at the closing with 
FHA. The deposits of unsuccessful bidders will be returned to them not later 
than 60 days after the opening of the bids. Each prospective bidder is advised 
that the failure to submit such certified check with his bid will render his bid 
defective and will be cause for its reiection. 

9. The Department will provide those improvements and utilities, including 
all off-site improvements and utilities, which are designated ‘‘to be furnished by 
others” on the drawings and specifications of the housing contract. The De- 
partment may in accordance with applicable laws and regulations, award the 
contracts for the construction of all or any portion of the improvements and 
utilities so designated. Payments under such separate contracts will be made 
by the Department from sources other than mortgage proceeds. 

10. (Here describe additions, deductions or alterations, if any.) 

11. Bidders are advised that the maximum insurable mortgage may not exceed 
the lesser of three items being (1) amount of the lowest acceptable bid, (2) FHA 
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total estimated replacement cost of the property or project or (3) an average per 
family unit of $13,500 less the estimated value of any usable utilities within the 
property or project where owned or furnished from other than mortgage proceeds. 
Attention is invited to the copy of FHA’s Final Appraisal and Eligibility State- 
ment attached hereto. The bidder will be required to pay the fees and costs 
prescribed in such statement. 

12. The eligible builder will be required at his own expense to obtain from the 
State of Delaware a corporate charter for the mortgagor-builder in a form accept- 
able to the Commissioner. The mortgagor-builder corporation will have a paid-in 
capital stock of $1,000, the cost of which will be borne by the eligible builder. 
(Unless the housing project is to be located on land under the exclusive jurisdic- 
tion of the United States, insert at this point a requirement that the mortgagor- 
builder be qualified to do business in the State in which the housing project is to 
be located.) The stock of the mortgagor-builder will be at the time of closing, 
deposited in escrow with the mortgagee for delivery to the Department upon the 
determination by the Commissioner of the completion of the project and the 
final endorsement of the mortgage note for mortgage insurance. 

13. The eligible builder will be required to furnish satisfactory assurance for the 
completion of the housing project as provided in article XIII, paragraph (21) of 
the specimen form of housing contract attached hereto. 

14. No escrow of funds or reserves will be required for (1) off-site improvements 
and utilities, (2) initial working capital, (3) hazard insurance after completion of 
the housing project, (4) real and personal property taxes or assessments during 
or after construction, (5) replacements, or (6) maintenance and operation after 
completion of the housing project. 

15. Nothing in this invitation for bids shall be deemed to relieve the eligible 
builder of any liability for the payment of sales or use taxes properly levied. 

16. The mortgage insurance premium for the entire construction period will 
be one dollar ($1.00), payable to the Commissioner at the time of closing by 
certified or cashier’s check. 

17. The eligible-builder will be required, prior to or at the time of closing, to 
reimburse the Department in the amount of $ , which represents the fee 
for architect-engineer services for the development of the drawing and specifi- 
cations. 

18. The eligible builder will be required to pay the filing fee, processing fee, and 
commitment fee prescribed by the Commissioner. 

19. The eligible builder will be required prior to or at the time of closing to 
advance the Department (show as percentage or dollar amount if known, but 
not less than one-half nor more than 14 percent of the principal amount of the 
mortgage) as an inspection fee for inspection of the housing project. 

20. (Here describe availability of utility services, either Government or com- 
mercial, during the constrvetino period. If snch services are to be provided by 
the Departr ent, so specify in sfficient detail te permit adequate com putation of 
costs, including connection costs if any, and attach appropriate utility contract 
forms.) 

21. The eligible builder, and all his subcontractors, will be required to pay all 
mechanics and laborers em ployed or working directly upon the site of the housing 
project not less than the prevailing wages as detern ined by the Secretary of Labor 
A tentative wage scale is attached hereto. Such tentative wage scale is, however, 
subject to revision prior to actual start of construction in accordance with Secretary 
of Labor requirements. For the effect of such revision see paragraph 5 above. 

22. Bidders are advised that: 

(a) The housing contract will be subject to the provisions of the Renego- 
tiation Act of 1951, as amended, and shall be deemed to contain all of the 
provisions required by section 104 of said act, as amended. 

(b) The eligible builder will be required to insert in all of his subeontracts 
a renegotiation clause as required by section 104 of the Renegotiation Act of 
1951, as amended; provided, that he shall not be required to insert the pro 
visions of such claise in any subcontract of a class or type described in section 


106 (a) of said act, as amended. 
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23. Bidders are further advised that the housing contract will also be subject 
to certain other statutory provisions with respect to labor and other matters as 
shown in the speciv en form of housing contract. 

24. (Here insert provisions relating to furnishing of drawings and specifications 
to bidders and deposit therefor.) 

25. Bidders are advised that title evidence or title insurance will be necessary 
to meet FHA and mortgagee requirements. 
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6. The right is reserved by the Department to revise or amend the drawings 
and specifications, or any of them, prior to the date set for opening of bids. Such 
revisions and amendments, if any, will be announced by addenda to this invita- 
tion for bids. Copies of such addenda will be furnished to all known prospective 
bidders. If the revisions and amendments are of a nature which requires material 
changes in quantity and prices, or either of them, the date set for opening of bids 
may be postponed by such number of days as the contracting officer shall deter- 
mine to be necessary to enable bidders to revise their bids. In such cases each 
addendum will include an announcement of the new date for opening of bids. 

27. The substitution of any party for the eligible builder or for the general con- 
tractor to whom the eligible builder contemplates subcontracting substantially 
all construction must have prior written approval of the FHA and the Department. 

28. Bidders are advised that the Commissioner will not require any capital 
stock of the mortgagor-builder. 

29. The housing contract provides for the construction of Government quarters 
and, therefore, no inspections or approvals by municipal or other governmental 
authorities will be required. 

30. Bidders are cautioned that the numbered provisions of this invitation for 
bids are to be read in connection with the provisions of all other documents 
attached hereto or identified herein. 


DEPARTMENT OF THE 


Bip Form ARMED SERVICES Housine PRoJEcT 


(This form to be submitted in triplicate) Reference: 


Invitation WVe.*020 8 4a ot ce 

PRA ProjecO Nor? ob. Solel... 

Date of Invitation 
Armed Services Housing Project, eet Ons 
Housing units to be constructed at _ 


TANS) AFD 2/24 COC DLL Bee no. 
To: 

In compliance with your invitation for bids dated ___.._..-.-...-.-.---- 
19__, after careful examination of the drawings and specifications and after 
having satisfied himself without exclusive reliance upon said drawings and speci- 
fications, as to conditions existing at the project site, the undersigned bidder 
hereby offers to make all necessary arrangements (including financing), furnish 
all necessary labor, equipment and materials and perform all work, services and 
arrangements for the project identified above in strict accordance with the terms 
of the specimen copies of the letter of acceptability and the housing contract 
attached to the said invitation for bids, for the total sum of $ ____.______-. 
(Here provide for alternate bids if alternates are offered in invitation.) Such 
sum (or sums) include, among other things, the cost of financing during con- 
struction. At the time of closing, the total of the accepted bid is to be secured 
by a mortgage and mortgage note to ___...._-_---------- for a period of 

years and bearing interest at the rate of —_.- "per centum per annum, with 
the option of prepayment without premium at the end of 6 years. This bid 
takes into consideration all items shown in the final appraisal and eligibility 
statement (s). 

2. The bidder represents that the sum in paragraph 1 above is the bidder’s 
total price, including profit, for complying at bidder’s expense with all require- 
ments of the specimen form of letter of acceptability attached to the invitation for 
bids, for underwriting during construction all expenses and obligations of the 
mortgagor-builder corporation except those arising during construction that are 
specifically guaranteed by the Department, and for completing at bidder’s expense 
everything to be called for by a housing contract containing the same terms, condi- 
tions, provisions, and drawings and specifications as the specimen form of housing 
contract attached to the invitation for bids. 

3. The bidder understands that, if this bid is determined to be the lowest 
acceptable bid, the Department will issue to him a letter of acceptability in the 
form attached to the invitation for bids, and the bidder agrees that upon issuance 
of such letter of acceptability he becomes obligated to carry out its terms within 
the times therein stated, at his own expense within the conditions of his bid seeur- 
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ity, and without further acceptance, award, advice, or other action by the Depart- 
ment. Such obligations include an obligation to cause performance by the mort- 
gagor-builder corporation, to be formed by the bidder, of each and every act 
required of it in the letter of acceptability, to cause the execution by said mort- 
gagor-builder corporation of a housing contract containing the same terms, condi- 
tions, provisions, and drawings and specifications as the specimen form of housing 
contract attached to the invitation for bids, and an obligation to execute the 
housing contract with good and sufficient surety or sureties as required therein, 
within the times specified in and in accordance with the letter of acceptability. 

4. The bidder represents that he is aware of the statutory requirements of sec- 
tion 212 (a) of the National Housing Act, as amended, and of the Davis-Bacon Act 
that wages to be paid to laborers and mechanics employed in the construction of 
the project are required to be not less than those contained in the prevailing wage 
determination of the Secretary of Labor, and that, in order to comply with these 
statutory provisions, the bid price is subject to increase or decrease by an amount 
determined by the Federal Housing Commissioner (hereinafter called the Commis- 
sioner) to represent the difference in the ““Total Estimate of Replacement Cost of 
the Property or Project,’’ computed according to the wage schedule attached to the 
invitation for bids and computed according to the wage schedule as amended by the 
“prevailing wage determination” as that term is defined in paragraph 19 of the 
specimen form of housing contract attached to the invitation for bids. Moreover, 
the bidder realizes that, if the amount of his bid as specified in the letter of accept- 
ability, is thereby increased so as to exceed the maximum amount of the insurable 
mortgage as determined by the Commissioner, the bidder shall have the option of 
ne his hid to the amount of the maximum insurable mortgage as determined 
by the Commissioner, or of withdrawing his bid. 

5. Attached to each copy of this bid as a part hereof are: 

a. FHA Form No. 2013-W, Application for Mortgage Insurance, com- 
pleted in detai! in section V on page 3 and executed on page 4; 

b. FHA Form No. 2417 (Personal Financial and Credit Statement) com- 
pleted in detail with supporting exhibits (1) for the bidder, including his 
principal officers and each director, if any, (2) for each proposed stockholder, 
officer, and director of the mortgagor-builder corporation to be formed; and 
(3) if bidder contemplates subcontracting substantially all of the construc- 
tion to a principal general contractor. for such gencral contractor, his principal 
officers and each director, if any; acknowledging in each case his participation 
in this bid; 

c. Statements in detail of experience in constructing housing of the type 
covered by the invitation for bids of the bidder and his principal general 
contractor, if any; and 

d. Affidavits from each of the parties in subparagraph b above that he is 
not participating in more than one bid pursuant to the invitation for bids. 

6. Attached is a certified or cashier’s check in the amount of $_------- as 
security for this bid. 

7. The bidder understands that, if selected as lowest acceptable bidder, he is 
obligated to pay prior to or at the time of closing with FHA (the term ‘“‘closing” 
as used herein refers to the series of substantially simultaneous transactions 
among the parties in interest, at a place designated by FHA, which include, but 
is not limited to, delivery of the lease to the mortgagor-builder corporation, 
delivery of the mortgage and mortgage note to the mortgagee, initial endorse- 
ment of the mortgage note for mortgage insurance by the Commissioner) the 
FHA commitment, filing and processing fees, the initial FHA mortgage insurance 
premium of $1, the inspection fees of $._.------- , the architect-engineer fee in 
ee , and any other expenses incurred by the mortgagor- 
builder corporation and the eligible builder pursuant to the invitation for bids 
and the documents thereto attached. The architect-engineer and inspection fees 
will be paid by certified or cashier’s check to the order of the Treasurer of the 
United States. 

8. The bidder agrees that, if issued a letter of acceptability, and if he does not 
exercise the option of withdrawing his bids he may be accorded pursuant to 
paragraph 4 above, he will commence the work called for by the drawings and 
specifications within -------- calendar days after the date of closing, and that 
he will complete the work called for by the housing contract as expeditiously as 
possible, but in no event later than -~---- calendar days after date of closing. 
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9. The bidder acknowledges receipt of the following addenda to the drawings 
and/or specifications (give number and date of each): 

10. The bidder represents (check appropriate blanks): (a) that the aggregate 
number of employees of the bidder and its affiliates is _.......-.-.-- 500 or more, 
Set as es sare te are less than 500; and (6) (1) and he -...-......-.. has, -.-....... 
has not, employed or retained any company or person (other than a full- time bona 
fide employ ee working solely for the bidder) to solicit or secure the housing con- 
tract; and (2) that he ............-. DMS os rocco ocest has not, paid or agreed 
to pay to any company or person (other than a full-time bona fide employee working 
solely for the bidder) any fee, commission, percentage or brokerage fee, contingent 

upon or resulting from the award of the ‘housing contract, and agrees to furnish 
information relating thereto as requested by the contracting officer. (NotTE.— 
For interpretation of these representations, including the term “bona fide em- 
ployee,’”’ see General Services Administration Regulations, title 44, secs. 150.7 and 
150.5 (d), F. R., December 31, 1952, vol. 17, No. 253.) 
The bidder represents that he has examined the site of the housing project 
and that he has found no deficiencies or discrepancies which have not been clarified 
to his satisfaction. 


Name of firm or individual (type or print) Full name of all partners 
(type or print) 


Business address (type or print) 








By (Sign: ature inink. Type or print name under signature.) 





Title (type or print) 





State of incorporation (type or print) 





DIRECTIONS FOR SUBMITTING BIDS 


Envelopes containing bids, bid security, etc. must be sealed, marked, and 
addressed as follows: 

CautTion.—Do not include in the evelope any bids for other work. Bids should 
not be qualified by exceptions to the bidding conditions. 
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FEDERAL HovusiInGc ADMINISTRATION 
PRELIMINARY APPRAISAL AND ELIGIBILITY STATEMENT 


FOR ARMED SERVICES HOUSING MORTGAGE INSURANCE UNDER TITLE VIII OF THE 
NATIONAL HOUSING ACT AS AMENDED 


EE Ri CR ee ek sata ae 


Pursuant to your request, dated -_- . 19 __, this Adminis- 
tration has considered preliminary sketches and site de »velopment plans prepared 
in connection with the proposed Armed Services Housing Project described in 
Schedule A below. 

The amount of the maximum insur: able mortgage, the FHA total estimate of 
replacement cost of the property or project, the FHA total estimate of any usable 
utilities and the FHA estimate for such part of such property as is attributable to 
dwelling use are all tentative and subject to revision. These tentative amounts 
are indicated in Schedule B. 

This statement is based upon the condition that the tentative amounts shown 
in Schedule B are solely for planning purposes and that prior to the expiration 
date of this statement an Application for Final Appraisal and Eligibility State- 
ment for the housing project described in Schedule A below will be presented to 
this Administration by the appropriate military department. 

This statement shall terminate 120 days from the date hereof unless renewed 
or extended in writing by the Commissioner. 

FEDERAL HovusinGc COMMISSIONER, 


By -- areca ha Ad Sa a acae 9k 5 en She i 
(Authorized Ag rent) 


SCHEDULE A 


(emo of military | ins nstallation) (L ocation) 


Number of family units---...-------- 


SCHEDULE B 


Tentative maximum insurable mortgage $ a 
FHA total tentative estimate of replacement cost of the property or project 
ee etna 2 Oe ee ee a ce a ee eee eae eh ek x mae 
FHA tentative estimate of the value of usable utilities within the boundaries of 
the property or project when owned by the United States and not to be provided 
for out of mortgage proceeds $ : on 
FHA tentative estimate of the ra acement cost of such part of the prope rty or 
project as is attributable to dwelling use $__._-.------ — hare oe eae ns 
Estimated costs of off-site improvements $ 
Usable utilities which have been provided by the Government “and which are not 
to be reimbursed out of mortgage proceeds 
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FEDERAL Housina ADMINISTRATION 
FINAL APPRAISAL AND ELIGIBILITY STATEMENT 


FOR ARMED SERVICES HOUSING MORTGAGE INSURANCE UNDER TITLE VIII OF THE 
NATIONAL HOUSING ACT AS AMENDED 


Pr ursuant to your r request, GGhOW jiwwas sobae 19__, this Administra- 
tion has considered the plans and spe’ifications deve lope 1d in connection with the 
proposed Armed Services Housing Project des*ribed in Schedule A below. The 
maximum insura>le mortgage, FHA total estimate of replacement cost of the 
property or project, FHA total estimate of the value of any usable utilities and 
fHA estimate for such part of such property as is attri>utable to dwelling use 
are indi-ated below in S:hedule B. These estimates are suject to revision after 
issuance of a final Wage Determination by the Secretary of Labor for this project 
and sujet to revision for changes approved by this Administration. 

This statement is based upon the condition that prior to the expiration date of 
this statement, an application will be presented to this Administration by an 
approved mortgagee with respect to a loan to be made to a borrower satisfactory 
to the Commissioner. 

This statement shall terminate 120 days from the date hereof unless renewed 
or extended in writing by the Commissioner. 

Federal Housing Commissioner 
, isaney Dee Byes Sea ee ee a 
(Date) ( Authorized Agent) 


SCHEDULE A 


(Name of military installation) (Location) (Project No.) 
Number of family units a itees it te it Number of rooms... 62s ccauweGue. se 








SCHEDULE B 

Me aximum insurt able mortgt ge $ 

HA estim: ite dy value of usé salibe utilities within the pond iries of ‘the property or 
project where owned by the United States and not to be provided for out of 
mortgage proceeds $:..6 0. 86 kn es eee aes hs wean 

Replacement cost of such part of the property < or ‘project as is attributable to 
dwelling use $ sax A Ear Rf Mn d  clp  Mi  fls a e 

Estimated costs of off-site improvements $ 

Construction period 


Items included in the estimate of re- Usable utilities which have been or will 


placement cost: be provided by the Government and 
1, _._.. Bid and performance bond which are not to be reimbursed out of 
2. Financing expense mortgage proceeds: 
Bo comers: LPOSE OF COMBLEUDLION: OOD... nmnmnnns =e enaianaa diem Oe keen we 
} FIASAPC. INSUPANOS CUTIE OOD? {ere huawei ere <a d oem adilites DAB a ae 
SEURMOR. nny). eus lo apt) ott ewersbiwe~dateand «ss Leen 
6, ......, Mortgage INSUTENHC. .GUIIIE + aicqqcnians addiwssends Jods ebweeeecs 
construction Off-site improvements to be furnished 
6. .... Builder’s fee by the Government and for which the 
7. .... Architect-engineer design fee Government will not be reimbursed 
8. .... Filing, processing, and com- out of mortgage proceeds: 
MIAN E TOG. pice, ad) un vite aes neeeneed antennas anh ee baa 
9, _... Legal expense a ee ee ee 
10, ...+,Sales taxes: (WRETe @GDMARDIC) + 34.0.00h<05> ash dee pepereNebene 
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Subject: Letter of acceptability. 
To: (Bidder submitting lowest acceptable bid). 
Reman SUN RUD oe eee , 19__, in the amount of $_________- 


after deductions or adjustments, if any, hereinafter specified, and offering to con- 
struct through mortgage financing a housing project consisting of 


ee RR oe et I Aart Ree INO. . oo cece 
PRA Sroiect Noe....-'.......... ) under title IV of the Housing Amendments of 
1955 (Public Law 345, 84th Cong.) has been determined by the Department of 
SE CE es eee ee eee (hereinafter referred to as the Department), 


after consultation with the Federal Housing Commissioner (hereinafter called the 
Commissioner), to be the lowest acceptable bid. Issuance of this letter of 
acceptability obligates you, at your own expense, and within the condition of 
your bid security, to: 

a. Complete, in conformity with the requirements of the Federal Housing 
Commissioner, the corporate organization of -.......-.---.-- (hereinafter 
referred to as the mortgagor-builder) in accordance with the laws of the 
State of Delaware, with paid-in capital stock of $1,000 (if the housing project 
is to be located on land not under the exclusive jurisdiction of the United 
States to be qualified to do business in the State in which the housing project 
is to be located), and cause the mortgagor-builder to hold an immediate elec- 
tion of officers with authority on behalf of the mortgagor-builder to execute 
with the Department a lease of land from the Department and to execute the 
housing contract hereinafter referred to. 

b. Immediately following such incorporation and election of officers, cause 
the stockholders of the mortgagor-builder to execute a stock transfer and 
escrow agreement in a form approved by the Commissioner. 

c. Complete the necessary arrangements with a mortgage lender acceptable 
to the Commissioner as a mortgagee for financing the total cost, including 
your profit, of said housing project through the execution of a mortgage and 
mortgage note for a period of __ years and bearing interest at __ per centum 
per annum, with the option of prepayment without penalty at the end of 
6 years; cause the mortgagor-builder and said mortgage lender to enter into 
a building loan agreement, a specimen form of which is attached to the invita- 
tion for bids; cause said mortgage lender to apply to the Commissioner for 
mortgage insurance; and take all steps necessary to cause the Commissioner 
to issue a commitment for insurance to provide insurance during and after 
construction of said housing project. 

d. Cause the mortgagor-builder to execute at___....___-- a lease, a form 
of which is attached to the invitation for bids, with the appropriate officer 
of the Department. 

e. Make arrangements for and obtain such title insurance policy or other 
evidence of title, based upon the surveys of the housing project site and the 
description contained in the lease mentioned in the preceding subparagraph, 
as may be required by such mortgagee and the Commissioner, or either of 
them. For this purpose, you may obtain from the contracting officer copies 
of the survey made in connection with the architect-engineer contract. 

f. Make all necessary arrangements with the Department or otherwise 
for the utility services required and be prepared at the closing (as defined 
in your bid) to furnish evidence in the form of written contracts or commit- 
ments that there will be made available to you during the construction period 
at the housing project site such utility services as will be adequate for 
construction. 

g. Be prepared to pay or cause to be paid prior to or at the closing: (1) to 
the Commissioner, the commitment fee, filing fee, processing fee, and the 
premium for mortgage insurance during the construction period, (2) to the 
contracting officer, $.._._._..___. representing the cost of the Architect- 
Engineer services for the design of the housing project. the inspection fee in 
the amount of $__._-_---- and the sum of $1,000 as consideration for the 


’ 


lease and (3) any other expenses incurred by the mortgagor-builder and the 
bidder pursuant to the invitation for bids and the documents thereto at- 
tached. 

h. Be prepared at the closing to furnish a properly executed performance 
and payment bond as required pursuant to article XIII of the form of hous- 
ing contract attached to the invitation for bids. 
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i. Execute prior to or at the time of closing the housing contract and all 
other documents required to be executed or delivered by you at such closing. 

j. Cause the mortgagor-builder and the mortgagee through their duly 
authorized representatives prior to or at the time of closing to execute all 
documents required to be executed and delivered by them respectively at 
the closing. 

k. Furnish the contracting officer with the photostatic copies of the FHA 
commitment for insurance and the FHA project analysis as soon as possible 
after issuance thereof, and two copies of all additional closing papers re- 
quired by the Commissioner or said mortgagee. 

|. Furnish an executed Trade Payment Breakdown, FHA Form 2536, in- 
cluding the signature thereon of the mortgagor-builder. - 

m. Acknowledge in writing receipt of this letter and attach an estimated 
schedule showing dates upon which you will have accomplished the several 
steps required above. 

Make application to the Secretary of Labor for an appropriate wage 
determination (on a form which will be supplied upon request by the Federal 
Housing Administration) for use in the construction of the project, and 
furnish a copy of such wage determination to the contracting officer and the 
Commissioner. Such wage determination will be used by the Commissioner 
to increase or decrease the bid price in the manner specified in your bid. 

2. (Here itemize the deductions or adjustments, if any, resulting from alter- 
nates, if any.) 

3. Failure to perform all obligations prior to the time prescribed for closing 
will be just cause for canceling all commitments undertaken with you in con- 
nection with the housing project and for the recovery under your bid security of 
liquidated damages in the sum of $_.___-.. The decision of the contracting officer 
shall be in writing and shall be final and conclusive unless, within 30 days from 
the receipt thereof, you appeal in writing to the head of the Department or his 
duly authorized representative, and his decision shall, unless determined by a 
court of competent jurisdiction to have been fraudulent or capricious or arbitrary, 
or so grossly erroneous as necessarily to imply bad faith, or not supported by 
substantial evidence, be final and conclusive. In connection with any appeal 
under this paragraph you will be afforded an opportunity to be heard and to offer 
evidence in support of your appeal. 

4. All payments to the contracting officer shall be certified or cashier’s check 
made payable to the Treasurer of the United States, and all payments to the 
Commissioner shall be by certified or cashier’s check made payable to the Come 
missioner of FHA but separate checks shall be made to each, respectively. 

5. This letter of acceptability commits the Department to execute a lease 
substantially in the form attached to the invitation for bids upon compliance by 
you with the provisions of subparagraph la hereof; and to enter into negotiations 
with you for any utility services to be furnished by the Department during the 
construction period. 

6. You are required to be ready for the closing on or before _.-...------ yp 8025 
provided, that the contracting officer may extend the date of closing in writing 
upon written proof from you that the delay was caused by conditions beyond your 
control, and any dispute concerning such an extension will be settled in the 
manner provided for settling disputes under paragraph 3 hereof. 
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DEPARTMENT OF THE_...._-.-_------ 
Hovusina ContTRACT 


ARMED SERVICES HOUSING PROJECT INSURANCE DURING CONSTRUCTION 


This Housing Contract made the ____..__.._.._-..------- gg, ee a 
19 ___, by and among the United States of America, acting by and through the 
Denpartment-of the... ese ey (hereinafter called the ‘““Department’’) 


and represented by the Contracting Officer, __.__-...-_-----_---------------- 
baths ombakwi dase (hereinafter called the “eligible builder’), and_________- 
Rese e ae oe en db ee ie oc CS A se a Delaware corporation 
(hereinafter called the ‘‘mortgagor-builder’’) 

WITNESSETH: 

Whereas title IV of the Housing Amendments of 1955 (Public Law 345, 84th 
Congress; 69 Stat. 635), entitled ““Armed Services Housing Mortgage Insurance,” 
authorizes the Department to contract, on the basis of competitive bids, for the 
construction of housing by persons, partnerships, firms or corporations, and 
provides for assistance by the Federal Housing Commissioner (hereinafter some- 
times called ‘‘Commissioner’’) in the financing of such construction through the 
insurance of mortgages; and 

Whereas the eligible builder submitted the lowest acceptable bid and has 
been determined, in accordance with the provisions of section 403 (b) of said 
Title IV of the Housing Amendments of 1955, to be qualified by experience and 
financial responsibility to construct housing of the type covered by this Housing 
Contract; and 

Whereas the Department issued to the eligible builder a Letter of Acceptability 
in accordance with the Invitation for Bids; and 

Whereas the eligible builder has caused the mortgagor-builder to be incorporated 
and, immediately following such incorporation, caused the stockholders thereof 
irrevocably to deliver to the eligible builder certificates representing all capital 
stock of the mortgagor-builder for eventual deposit in escrow with the mortgagee 
as hereinafter provided, and the officers and directors of the mortgagor-builder 
have executed and irrevocably delivered to the eligible builder their resignations 
as such officers and directors, effective on the date the capital stock of the mort- 
gagor-builder is delivered to the Department, such resignations to be deposited 
in escrow with the mortgagee as hereinafter provided; and 

Whereas the Department, contemporaneously with the delivery of this housing 
contract, has delivered to the mortgagor-builder a lease of the land upon which 
the housing project covered by this housing contract is to be constructed; and 

Whereas the mortgagor-builder has made arrangements for the financing of the 
construction of the housing project covered by this hovsing contract with a 
mortgage lender (hereinafter sometimes called ‘‘mortgagee’’), which arrangements 
contemplate the execution of a mortgage on the leasehold interest, to be insured 
by the Commissioner, as security for the repayment of the amount of the mortgage 
indebtedness; and 

Whereas the Commissioner has issued to the mortgagee a commitment for 
insurance, including insurance for advances during construction, with respect to 
such mortgage; and 

Where the eligible builder has reimbursed the Department for the architect- 
engineer fees which were incurred by the Department with respect to the housing 
project and has also paid the Department the inspection fee: 

Now therefore the Department, the eligible builder and the mortgagor-builder, 
for and in consideration of the premises and mutual promises and covenants herein- 
after contained, agree as follows: 


ARTICLE I, SCOPE OF WORK 


(1) The eligible builder shall furnish all labor, material, tools, plant and equip- 
ment, and perform all services and work necessary to construct the housing project 
in accordance with the contract documents identified in Article VI hereof, all 
improvements and buildings to be built and erected as shown on the drawings 
and specifications attached hereto. 

(2) A master copy of this Housing Contract as executed, including a signed set 
of drawings and specifications entitled ‘‘Drawings and Specifications of 


Dia i ia tae ecard sia hi Deine: Sal tala denen. ONE NS ou oii dads es. wes 
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identified by the Commissioner and by other parties, and one unsigned copy shall 
be placed on file with the Commissioner and the master copy when so filed shall 

overn in all matters with respect to this Housing Contract, including/the Draw- 
ings and Specifications. 


ARTICLE II. TIME OF COMPLETION 


(3) The work to be performed under this Housing Contract shall be commenced 
08: OF: DCORG, <2. Linn arb oles weenie 19_._.., and shall be completed to the 
satisfaction of the Contracting Officer and the mortgagor-builder within .__.___- 
calendar days from the commencement of work hereunder. In no event, how- 
ever, shall the work to be performed under this housing contract be considered 
to be completed until all construction items called for in the drawings and specifi- 
cations have been fully completed. It is expressly agreed, however, that in no 
event shall the eligible builder or his surety or guarantor be liable, except to the 
extent that insurance is required of him, for any damage resulting from, or for 
the construction or repair of, any work damaged or destroyed by any act of God 
or the public enemy or mobs or riots or civil commotion; and that the eligible 
builder or his surety or guarantor shall not be liable for any cessation of work or 
ae in performance of work caused by direct order of the United States or any 
of its agencies. 


ARTICLE III, THE CONTRACT PRICE 


(4) The mortgagor-builder shall pay the eligible builder for the performance 
of this housing contract, and all other obligations of the eligible builder herein, 
the sum of $_- 4 

(5) All requests for changes in the drawings and specifications must be in 
writing signed by the eligible builder, the mortgagor-builder, and the contracting 
officer and shall be conditioned upon acceptance by the mortgagee and the Com- 
missioner, it being understood that the Commissioner at all times has the right 
to require compliance with the original drawings and specifications and all ap- 
proved changes. 

(6) The eligible builder shall assume full responsibility for the maintenance of 
such landscaping as may be required by the drawings and specifications until 
such time as all parties to this housing contract shall receive notice in writing 
from the Commissioner that the work has been satisfactory completed; Provided, 
That where the Department assumes control of housing units as to which the 
eligible builder has completed required landscaping, the Department shall there- 
after be responsible for maintenance. The Department hereby agrees to make 
available to the eligible builder during the period between the date on which the 
Commissioner issued his determination of completion and the date upon which 
any approved items of delayed completion shall be required to be completed 
pursuant to the escrow agreement applicable to such items, without additional 
cost to the eligible builder, and as a part of the consideration of this housing 
contract, such reasonable facilities as water, hose, and sprinkler, in such reason- 
able amounts and quantities as the contracting officer shall determine to be 
necessary to permit completion of such items. 


ARTICLE 1V. PAYMENTS FROM MORTGAGE PROCEEDS 


(7) Applications for payments to the eligible builder under this housing con- 
tract are to be made by the eligible builder in quintuplicate on FHA Form No. 
2448, on or about the first day of each month after the commencement of work here- 
under for payment for work done and materials furnished during the preceding 
month or part thereof. Such application from the eligible builder shall be proc- 
essed by the mortgagor-builder to the mortgagee, subject to approval by the 
contracting officer, on FHA Form 2403. The sum to which the eligible builder 
shall be entitled upon any such payment shall be the total of the purchase price or 
the estimated cost, whichever is less, of uninstalled acceptable materials suitably 
stored on the mortgaged property in a manner acceptable to the contracting officer, 
plus the cost of the portions of the work acceptably completed, as approved by the 
contracting officer, computed in accordance with the amounts assigned to the 
several items in the trade payment breakdown, hereto annexed marked “Exhibit 
A,” less 10 percent and less prior advances. Applications for payment shall be 
filed by the eligible builder at least five days before the date upon which payment 
is desired. The eligible builder shall be entitled to payment only in the amount 
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approved by the mortgagee, the contracting officer, and the Commissioner with 
respect to said application. 

(8) The trade payment breakdown, FHA Form 2536, prepared and executed by 
the mortgagor-builder and eligible builder will be used as a basis for estimating 
allowable disbursements. The total estimated cost of ‘‘on-site construction” 
shown on the trade payment breakdown shall equal the total construction cost. 
This total plus carrying charges and financing, architect-engineer fee, inspection 
fee and other non-construction costs shall equal the amount of the contract. 

(9) Upon completion of the improvements, including all landscape require- 
ments, the balance due the eligible builder hereunder shall be payable to the 
eligible builder upon the expiration of 30 days from the date of final completion 
and acceptance of the project by the mortgagor-builder, the contracting officer, 
the Commissioner and the mortgagee: Provided, however, That the mortgagor- 
builder, the contracting officer or mortgagee may withhold approval of final 
payment until after the expiration of any period which laborers, subcontractors, 
and materialmen may have for filing notice of mechanics’ liens. 


ARTICLE V. BUILDING LOAN AGREEMENT 


(10) The eligible builder understands that the work herein provided to be done 
is to be financed by a building loan secured by a mortgage to be insured by the 
Commissioner, the terms of which are set forth in a certain building loan agree- 
ment between the mortgagor-builder, as borrower, and the mortgagee. The 
eligible builder agrees to perform all undertakings of the mortgagor-builder under 
such building loan agreement subject to the terms and provisions thereof. 


ARTICLE VI. THE CONTRACT DOCUMENTS 


(11) The drawings and specifications, including the general provisions thereof, 
together with this instrument and exhibits hereto attached, form the housing con- 
tract. Such drawings and specifications are described and identified as follows: 

(Here identify drawings, specifications, including general provisions thereof.) 


ARTICLE VII. APPROVAL OF COMMISSIONER AND MORTGAGEE 


(12) Anything to the contrary notwithstanding, it is agreed by and among the 
parties hereto that whenever, prior to completion and final acceptance of the 
project as evidenced by final endorsement of the mortgage note for mortgage 
insurance, any statements, documents, or data of any sort, nature, or description 
are required under this housing contract to be submitted to the contracting officer 
or mortgagor-builder, or both, duplicates of such statements, documents, or data 
shall be likewise submitted to the Commissioner and mortgagee. It is further 
agreed by and among the parties hereto, that whenever, prior to completion as 
aforesaid, it is provided in this housing contract that the approval of, or the 
certificate from, the contracting officer shall be received either as a condition 
precedent to any action being taken or not taken, as the case may be, or & pre- 
requisite to the exercise by the parties hereto of any right or rights hereunder, 
including the right to receive payment under this housing contract, the Com- 
missioner or the mortgagee may require that such approval and such certificate 
shall, before being effective, be accompanied by the written approval of the 
Commissioner and the mortgagee or their duly authorized representatives. 


ARTICLE VIII. WAIVER OF MECHANICS’ LIENS 


(13) The eligible builder hereby agrees that no mechanics’ liens or other claim 
or claims shall be filed or maintained by it against the said buildings and improve- 
ments and real estate appurtenant thereto for or on account of any work or labor 
done or materials furnished under this housing contract or otherwise, for, toward, 
in, under or about the erection and construction of the said buildings and 
improvements. 


ARTICLE IX. RECEIPTS AND RELEASES OF LIENS 


(14) The contracting officer or the mortgagee may require that the eligible 
builder obtain, and attach to each application for payment, acknowledgments of 
payment to the date covered by the last advance from all subcontractors and 
materialmen dealing directly with the eligible builder and, concurrent with final 
payment for the entire project according to Article IV, may require that the 
eligible builder obtain in duplicate an affidavit and release of lien, from subcon- 
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tractors and materialmen in the form required under the lien law of the State 
wherein the premises are situated. Said releases of lien, if required, shall cover 
all work, labor and materials, including equipment and fixtures of all kinds, done, 
performed or furnished to the mortgagor-builder, the eligible builder, subcon- 
tractors, and materialmen. The eligible builder shall execute an affidavit accom- 
panying such releases of lien. 


ARTICLE X. ASSIGNMENT OF CONTRACT 


(15) The eligible builder agrees not to assign this housing contract or any 
amount payable hereunder or to sublet the whole or substantially the whole of 
this housing contract to any principal subcontractor, other than the principal 
subcontractor described by the eligible bidder in his bid by the submission there- 
with of a completed form entitled ‘‘Personal and financial credit statement’’ 
covering such principal subcontractor, except with the prior written consent of 
the Contracting Officer, the mortgagee and the Commissioner. The eligible 
builder also agrees upon request to disclose to the contracting officer, the mort- 
gagee and the Commissioner, or any of them, the names of all persons with whom 
it has contracted or intends to contract or hereafter contracts with respect to 
work and materials required to be furnished hereunder. The eligible builder 
hereby agrees that the mortgagor-builder may assign this housing contract or 
any rights arising hereunder, including any guaranties or warranties of workman- 
ship or material, to the mortgagee or the Commissioner. 


ARTICLE XI. SECTION 212 (&) OF THE NATIONAL HOUSING ACT 


(16) The eligible builder (1) understands that the wages to be paid laborers 
and mechanics employed in the construction of the project, whether or not such 
laporers and mechanics are employed directly by the eligible builder or by a 
subcontractor in the construction of the project, are required by the provisions 
of section 212 (a) of the National Housing Act, as amended, to be not less than 
the wages prevailing in the locality in which the work was performed for cor- 
responding classes of laborers and mechanics employed on construction of a 
similar character, as determined by the Secretary of Labor with respect to the 
project, and (2) hereby states that he has read the aforesaid determination by 
the Secretary of Labor and is fully familiar with same. * 

(17) The eligible builder agrees as a condition precedent to the payment to 
him of any advance hereunder to submit to the Commissioner (1) with each 
application for advance prior to the final application, a certificate or certificates, 
executed by him and in form approved by the Commissioner, certifying that 
all laborers and mechanics employed in the construction of the project whose 
work is covered by this or any previous application and who have been paid in 
whole or in part on account of said employment, have been paid at a rate not less 
than the rate of wages prevailing in the locality in which the work was performed 
for the corresponding classes of laborers and mechanics employed in construction 
of a similar character, as determined by the Secretary of Labor with respect to 
the project, and (2) with the final application for advance, a certificate or certifi- 
cates in form satisfactory to the Commissioner, certifying that the project has 
been fully constructed in accordance with the provisions of this housing contract, 
and that all laborers and mechanics employed in the construction of the completed 
project have been paid not less than the wages prevailing in the locality in which 
the work was performed for the corresponding classes of laborers and mechanics 
employed on construction of a similar character, as determined by the Secretary 
of Labor with respect to the project. 

(18) The eligible builder further agrees to deliver to each subcontractor a 
written copy of the prevailing wage determination as determined by the Secretary 
of Labor in connection with the project prior to execution of his subcontract and 
to require each subcontractor as a part of his contract to agree to pay prevailing 
wages as so determined; and in order to enable the eligible builder to determine 
whether such wages are being paid by the subcontractor the eligible builder agrees 
that each subcontract shall provide that the eligible builder, or the contracting 
officer, shall have the right to inspect the subcontractor’s books, payrolls, and 
accounts with respect to the subcontract from time to time for the purpose of 
verifying whether prevailing wages are being. paid by the subcontractor. The 
eligible builder agrees to keep posted in a conspicuous place or places on the project 
at all times during construction a legible copy of the applicable prevailing wage 
determination. 
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(19) The term ‘prevailing wage determination’? as used herein shall be 
construed to include all amendments and/or modifications to the original or super- 
seding determination of prevailing wages which may be made prior to beginning 
of construction. 


ARTICLE XII, CERTAIN OBLIGATIONS OF ELIGIBLE BUILDER 


(20) The eligible builder shall furnish to the contracting officer, the mortgagee, 
and the Commissioner a survey showing the location on the site of all improve- 
ments constructed pursuant to this housing contract, together with all improve- 
ments and utilities within the project boundaries. Such survey shall be supplied 
with each application of the eligible builder for payment. The survey accompany- 
ing the request for final payment must show the exact location of all water, sewer, 
gas, and electric lines and mains. Such survey shall be prepared by a lieonsed 
surveyor who shall certify the extent to which the project is installed and erected 
upon the land covered by the mortgage and within the building restriction lines, 
if any, on said land, and the extent, if any, to which any part thereof overhangs 
or encroaches upon any land, easement or right-of-way of others. 


ARTICLE XIII, ASSURANCE OF COMPLETION 


(21) The eligible builder, simultaneously with the delivery of this housing 
contract, shall furnish the mortgagor-builder and the mortgagee with assurance 
of completion in the form of a performance bond for an amount equal to not less 
than 20 percent, and a payment bond equal to 50 percent, of the amount shown 
in Article III hereof, both endorsed by a corporate surety acceptable to the 
Department, the mortgagee and the Commissioner. 


ARTICLE XIV. CONTROL OF HOUSING UNITS 


(22) The mortgagor-builder and the eligible builder shall place each housing 
unit under the control of the Department, without charge or cost to the Depart- 
ment, upon the determination by the contracting officer and Commissioner that 
such unit is available for occupancy, and neither the mortgagor-builder nor the 
eligible builder shall, except with the written consent of the Department, permit 
or condone the occupancy of any housing unit prior to such determination; 
Provided however, That such determination shall not be considered as final accept- 
ance of such housing unit. 

(23) The Department shall assume control of each individual housing unit as 
and when it is determined by the contracting officer and Commissioner to be 
available for occupancy, and shall maintain and operate at its own cost and 
expense such individual housing unit as public quarters; Provided, however, That 
neither such occupancy nor control shall impair any obligation under any war- 
ranty or any agreement relating to latent defects, nor shall such occupancy or 
control impair any right to proceeds of builder’s risk, fire and extended coverage 
insurance on such housing units; and provided further that neither such oc- 
cupancy nor control shall relieve the eligible builder from completing the project, 
including any approved items of delayed completion, according to the provisions 
of this housing contract. 


ARTICLE XV. PHASING-OUT OF MORTGAGOR-BUILDER 


(24) The eligible builder simultaneously with the delivery of this housing con- 
tract shal! deposit in escrow with the mortgagee resignations of the offcers and 
directors of the mortgagor-builder, together with certificates, endorsed in blank, 
representing all of the capital stock of the mortgagor-builder for delivery to the 
Department upon issuance of the determination of completion and the final en- 
dorsement of the mortgage note for mortgage insurance by the Commissioner. 
The escrow agreement shall be in a form acceptable to the Department and the 
Commissioner. 

(25) The Commissioner shall issue a determination of completion when the 
project has been acceptably completed in accordance with the determination of 
the contracting officer and Commissioner, and thereafter he shall make his final 
endorsement of the mortgage note for mortgage insurance; provided, however, 
That completion may be considered as acceptably completed if items of delayed 
completion, approved by the Commissioner have been provided for by an escrow 
agreement acceptable to the Commissioner. 

(26) After delivery of all capital stock of mortgagor-builder to the Department 
pursuant to the escrow agreement, the Department shall assume the maintenance 
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and operation of the project, including all hazard risks, and shall operate the 
project as public quarters. 

(27) At 12:00 noon of the day on which the capital stock of the mortgagor- 
builder is delivered to the Department pursuant to the escrow agreement all 
hazard insurance on the project shall be terminated by the eligible builder. 


ARTICLE XVI. PAYMENT OF THE MORTGAGE NOTE 


(28) The mortgagor-builder, simultaneously with the delivery of this housing 
contract, shall enter into a building loan agreement referred to in Article V 
hereof, in form and containing terms acceptable to the Department and the 
Commissioner, sample copy of which has been furnished the eligible builder. 

(29) The Department shall, to the extent that advances made against the 
mortgage note (identified in the building loan agreement above referred to) have 
been approved by the Commissioner, make payments in accordance with the 
terms of said note; Provided That this obligation to make payments shall not 
become effective until the Commissioner shall have finally endorsed said note for 
mortgage insurance. The Department shall, upon the initial endorsement by 
the Commissioner of said note for mortgage insurance, deliver to the mortgagee 
its guaranty of the payment of said note to become effective only upon the final 
endorsement by the Commissioner of said note for mortgage insurance. 

(30) The eligible builder shall pay the FHA mortgage insurance premium of 
$1 in accordance with applicable FHA regulations, until final endorsement of the 
mortgage note for mortgage insurance. 


ARTICLE XVII. UTILITIES AND IMPROVEMENTS OFF-SITE AND TO BE FURNISHED BY 
OTHERS 


(31) The Department shall provide those improvements and utilities which 
are designated in the drawings and specifications to be furnished by others, and 
such improvements and utilities shall not be considered as work under this housing 
contract. The contracting officer shall not delay final inspection and recom- 
mendation to the Commissioner of acceptance of the work under this housing 
contract because of the noncompletion of such improvements and utilities if the 
housing project is otherwise complete. The Commissioner has agreed that he 
will not withhold his determination that the project is complete by reason of the 
incomplete state of any such improvements or utilities. Nothing contained in 
this article shall affect any right, remedy, duty or obligation of the Department 
under any other contract with any party hereto or with any other party. 


ARTICLE XVIII, INSPECTION 


(32) The Department will make all inspections necessary to determine com- 
pliance with the terms of this housing contract. 


ARTICLE XIX. REAL AND PERSONAL PROPERTY TAXES DURING CONSTRUCTION 


(33) The mortgagor-builder represents that, in lieu of deposits in escrow for 
real and personal property taxes (including taxes on a leasehold interest in real 
estate), the Commissioner is requiring of the mortgagor-builder a legal instrument 
to hold the mortgagee harmless against any real and personal property taxes and 
assessments levied against the project, including the project site. The Depart- 
ment, upon delivery of such legal instrument to the mortgagee, will deliver its 
guaranty of payment of the obligations under such legal instruments, reserving 
the right, however, prior to making the payments to contest the legality and 
validity of any such taxes or assessments as it is contended that this project is 
not subject to local real or personal property taxes. 


ARTICLE XX. SALE TO OR SALE FOR RESALE TO THE DEPARTMENT 


(34) Notwithstanding any other provision of this housing contract, and not- 
withstanding the mortgage financing of the project, all machines, equipment, 
supplies and materials shown in the drawings and specifications to be acquired 
by the eligible builder and the mortgagor-builder, or to be manufactured by the 
eligible builder and the mortgagor-builder, or either of them, for incorporation 
into the housing project, which remain personal property under the laws of the 
State, shall, if they meet the standards required by this housing contract, be so 
acquired for resale, or manufactured for sale, to the Department. 
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ARTICLE XXI. GUARANTY BY ELIGIBLE BUILDER OF PERFORMANCE BY MORTGAGOR- 
BUILDER 


(35) The eligible builder shall, on behalf of the mortgagor-builder, deposit in 
escrow with the mortgagee such amounts as may be required by the Commis- 
sioner to assure the finishing and furnishing by the eligible builder of all approved 
items of delayed completion on or before the date specified in the escrow agreement. 

(36) The eligible builder shall bear all expenses, pay all obligations and hereby 
guarantees the discharge of all duties of the mortgagor-builder arising or created 
during the period from the issuance of the letter of acceptability to the delivery of 
the capital stock of the mortgagor-builder to the Department except (1) the obli- 
gations of the mortgagor-builder which the Department shall have guaranteed or 
(2) duties which the mortgagor-builder has specifically authorized to be done by 
the mortgagee in the building loan agreement. 


ARTICLE XXII. ELIGIBLE BUILDER APPOINTED AGENT FOR MORTGAGOR-BUILDER 
FOR CERTAIN PURPOSES 


(37) The mortgagor-builder hereby appoints the eligible builder as its agent for 
requesting, signing and otherwise processing all proposed changes, including 
proposed modifications processed as construction change requests in the manner 
provided in this housing contract. For such purposes, the eligible builder is 
authorized to sign as agent for the mortgagor-builder, and any action so taken 
shall be as binding upon the mortgagor-builder as if done by the mortgagor-builder 
itself: Provided, however, That nothing in this paragraph shall be construed as 
authorizing the eligible builder to take any action pursuant to any proposed con- 
struction changes, or other proposed modification, prior to approval thereof by 
the Commissioner. 

GENERAL PROVISIONS 
1. Definitions 

(a) ‘“‘Head of the Department’’ means the head or any assistant head of the 
military department involved, and “his duly authorized representative’ means any 
person or board other than the Contracting Officer authorized to act for him. 

(b) “Contracting officer’’ means the person who executes this Housing Contract 
on behalf of the Department, and includes his duly appointed successor or his 
authorized representatives. 

(c) ‘Department’? means the United States of America acting through the 
military department authorizing the contracting officer to enter into this housing 
contract. 

(d) “Commissioner”? means the Federal Housing Commissioner or his duly 
authorized representative. 

(e) “FHA” means the Federal Housing Administration. 

(f) “Eligible builder’? means the person, partnership, firm, or corporation 
determined to be qualified by experience and financial responsibility to construct 
housing of the type covered by this Housing Contract and submitting the lowest 
acceptable bid. 

(g) “‘Mortgagor-builder’’ means the corporation formed by the eligible builder 
in accordance with his bid. 

(h) ‘Mortgage’ means the instrument insured by FHA securing the advances 
for the construction of the project. 

(i) ‘Note’? means the mortgage note or credit instrument issued by the 
mortgagor-builder and secured by the mortgage. 

(j) ‘“Mortgagee’”’ means the lender under the mortgage and the one to whom 
FHA has issued its commitment for insurance, or such lender’s assignee. 

(k) ““Maximum insurable mortage’? means the maximum amount of the 
obligation of the mortgagor-builder which may be insured by the Commissioner 
as determined pursuant to the provisions of section 803 (b) (3) of Title VIII of 
the National Housing Act, as amended. 

(1) “Housing project” or ‘project’? means the Armed Services housing project 
covered by this housing contract and included in the FHA estimated replacement 
cost. 

(m) “Building loan agreement’? means the agreement between the mortgagor- 
builder and the mortgagee for financing the housing project other than items to be 
furnished by others. 


2. Contract Documents 
(a) The contract documents are complementary and what is called for by one 
shall be deemed to be called for by all. The intent of this housing contract is to 
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include all labor, materials, supplies, equipment, transportation, services and items 
necessary for the financing and construction of the project. 

(b) Information respecting the site of the work given in Drawings or Specifi- 
cations has been obtained by Department representatives and is believed to be 
reasonably correct, but the Department does not warrant either the completness 
or accuracy of such information, and it is the responsibility of the eligible builder 
to verify all such information independently and to make such other examination 
of the site as shall reasonably be necessary to inform the eligible builder of the 
conditions to be encountered during construction. 

(c) In any case of discrepancy, either in the figures, in the drawings, or in the 
specifications, the matter shall promptly be submitted to the contracting officer, 
who shall promptly obtain a determination in writing from the Commissioner. 
Any adjustment by the eligible builder without such determination shall be at his 
own risk and expense. Omissions from the drawings or specifications or mis- 
description of details of work which are manifestly necessary to carry out the 
intent of the drawings and specifications, or which are customarily performed, 
shall not relieve the eligible builder from performing such omitted or misdescribed 
details of work, but they shall be performed as if fully and correctly set forth and 
descri’ed in the drawings and specifications. The eligible builder shall check all 
drawings and specifications furnished him immediately upon their receipt and 
shall promptly notify the contracting officer of any discrepancies. The eligi le 
builder shall compare all drawings and verify the figures before laying out the 
work and will be responsible for any errors which might have been avoided 
there‘y. When measurements are affected by conditions already established, 
the eligi»le builder shall take measurements notwithstanding the giving of scale 
or figure dimensions in the drawings. Deviations from the drawings and the 
dimensions therein given, whether or not error is believed to exist, shall be made 
only after written authority is obtained from the contracting officer, and the 
Commissioner. 

(d) The contracting officer in consultation with the FHA may, in his discretion, 
furnish additional instructions, by means of drawings or otherwise, necessary for 
the proper execution of the work. All such drawings and instructions shall be 
consistent with the contra*t documents and be in true amplification thereof and 
reasonably inferable therefrom. 


3. Materials and Workmanship 

(a) Unless otherwise specifically provided for in the specifications, all equip- 
ment, meterials, and articles incorporated in the work covered by this housing 
contract are to be new and of the most suitable grade of their respective kinds for 
the purpose, and all workmanship shall be first class. Where equipment, ma- 
terials or articles are referred to in the specifications as ‘‘equal to” any particular 
standard, the contracting officer shall decide the question of equality. The 
eligible builder shall furnish to the contracting officer for his approval the name 
of the manufacturer of machinery or mechanical or other equipment which he 
contemplates incorporating in the work, together with their performance capaci- 
ties and other pertinent information. When required by the specifications, or 
when called for by the contracting officer, the eligible builder shall furnish the 
contracting officer for approval full information concerning the materials or 
articles which he contemplates incorporating in the work. Samples of materials 
shall be submitted for approval when so directed, and materials used shall con- 
form to approved samples. Machinery, equipment, materials, and articles 
installed or used without such approval shall be at the risk of subsequent rejection. 
The contracting officer may in writing require the eligible builder to remove from 
the work such employee as the contracting officer deems incompetent, careless, 
insubordinate, or otherwise objectionable, or whose continued employment on the 
work is deemed by the contracting officer to be contrary to the public interest. 


4. Patent Indemnity (Predetermined), Notice and Assistance Regarding Patent 
Infringement, Authorization and Consent, and Reporting of Royalties 


(a) If the amount of this contract is in excess of $5,000, the eligible builder 
shall idemnify the Department and its officers, agents and employees and the 
mortgagor-builder against liability, including costs, for infringement of any 
United States letters patent (except letters patent issued upon an application 
which is now or may hereafter be kept secret or otherwise withheld from issue 
by order of the Government of the United States) arising out of the manufacture 
or delivery of supplies or out of construction, alteration, modification, or repair 
of real property (hereinafter referred to as ‘‘construction work’’) under this hous- 
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ing contract, or out of the use or disposal by or for the account of the Department 
of such supplies or construction work. The foregoing indemnity shall not apply 
unless the eligible builder shall have been informed as soon as practicable by the 
Department of the suit or action alleging such infringement, and shall have been 
given such opportunity as is afforded by applicable laws, rules, or regulations to 
participate in the defense thereof; and further, such indemnity shall not apply if: 
(i) the infringement results from compliance with specific written instructions of 
the Contracting Officer directing a change in the supplies to be delivered or in the 
materials or equipment to be used, or directing a manner of performance of the 
contract not normally used by the eligible builder; or (7z) the infringement results 
from the addition to, or change in, the supplies furnished or construction work 
performed, which addition or change was made subsequent to delivery of per- 
formance by the eligible builder; or (772) the claimed infringement is settled with- 
out the consent of the eligible builder, unless required by final decree of a court of 
competent jurisdiction. 

(b) The eligible builder shall report to the contracting officer, promptly and in 
reasonable written detail, each notice or claim of patent infringement based on the 
performance of this housing contract of which the eligible builder has knowledge. 

(c) In the event of litigation against the Department on account of any claim 
of patent infringement arising out of the performance of this housing contract 
or out of the use of any supplies furnished or work or services performed here- 
under, the eligible builder shall furnish to the Department upon request, all 
evidence and information in possession of the eligible builder pertaining to such 
litigation. Such evidence and information shall be furnished at the expense of 
the Department except in those cases in which the eligible builder has agreed to 
indemnify the Department against the claim being asserted. 

(d) The Government of the United States hereby gives its authorization and 
consent (without prejudice to its righis of indemnification, if such rights are 
provided for in this housing contract) for all use and manufacture, in the per- 
formance of this housing contract or any part hereof or any amendment hereto 
or any subcontract hereunder (including any lower-tier subcontract), of any 
patented invention (7) embodied in the structure or composition of any article the 
delivery of which is accepted by the Department under this housing contract, or 
(ii) utilized in the machinery, tools, or methods the use of which necessarily 
results from compliance by the eligible builder or the using subcontractor with 
(a) specifications or written provisions now or hereafter forming a part of this 
contract, or (6) specific written instructions given by the contracting officer 
directing the manner of performance. The eligible builder’s entire liability to 
the Department for patent infringement shall be determined solely by the provi- 
sions of the indemnity paragraphs of this clause and the Department assumes 
liability for all other infringement to the extent of the authorization and consent 
hereinabove granted. 

(e) The eligible builder shall report in writing (in quadruplicate) to the con- 
tracting officer as soon as practicable after execution of this Housing Contract 
whether or not any royalties in excess of $250 have been paid or are to be paid 
by the eligible builder directly to any person or firm in connection with the per- 
formance of this housing contract. If royalties in excess of $250 have been paid 
or are to be paid to any person or firm, the report shall include the following 
items of information with respect to such royalties (including the initial $250): 
(1) The name and address of each licensor to whom royalties in excess of $250 
have been paid or are to be paid; (2) the patent numbers, patent apnlication 
serial numbers (with filing dates), or other identification of the basis for such 
royalties; and (3) the manner of computing the royalties consisting of (z) a brief 
identification of each royalty-bearing unit or process, (77) the total amount of 
royalties, and (iii) the percentage rate or dollars and cents amount of royalties 
on each such unit or process; provided, That if the royalties cannot be computed 
in terms of units or dollars and cents value, then other data showing the manner 
in which the eligible builder computes the royalties. 

5. Permits, Responsibility for Work, Etc. 

(a) The eligible builder shall, without additional expense to the mortgagor- 
builder and the Department, obtain such licenses and permits as may be recuired 
for the prosecution of the work. He shall be responsible for all damages to per- 
sons or property that occur as a result of his fault or negligence in connection 
with the prosecution of the work. He shall also be responsible for all materials 
delivered and work performed until completion and final acceptance, except for 
any completed unit thereof which theretofore may have been finally accepted. 
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(b) The eligible builder shall protect the materials and work from deterioration 
and damage during construction and shall store and secure flammable material 
from fire, remove oily rags, waste and refuse from buildings each night, and during 
cold weather furnish all heat necessary for the proper conduct of the work. He 
shall provide and maintain all temporary walkways, roadways, trench covers, 
barricades, colored lights, danger signals and other devices necessary to provide 
for safety and traffic. In order to provide safety controls to protect the life and 
health of employees and other persons, to prevent damage to property, materials, 
supplies and equipment, and to avoid work interruptions in the performance of 
this housing contract, the eligible builder will comply with all pertinent provisions 
of the publication Safety Requirement (Revised 1951) prepared by the Depart- 
ment of the Army, Corps of Engineers, United States Army, and published by the 
United States Government Printing Office, as may be amended, and will also take 
or cause to be taken such additional measures as the contracting officer may deter- 
mine to be reasonably necessary for the purpose. The eligible builder and his 
subcontractors will maintain an accurate record of, and will report to the contraci- 
ing officer in the manner and on the forms prescribed by the contracting officer, 
exposure data and all accidents resulting in death, traumatic injury, occupational 
disease, or damage to property, materials, supplies and equipment incident to 
work performed under this housing contract. 


6. Inspection 


. 

(a) Except as otherwise provided herein, all material and workmanship, if not 
otherwise designated by the specifications, shall be subject to inspection, examina- 
tion, and test by the contracting officer at any and all times during manufacture 
and/or construction and at any and all places where such manufacture and/or 
construction are carried on. The Department and the mortgagor-builder, or 
either of them, shall have the right to reject defective material and workmanship 
or require its correction. Rejected workmanship shall be satisfactorily corrected, 
and rejected material shall be satisfactorily replaced with proper material, without 
charge therefor, and the eligible builder shall promptly segregate and remove the 
rejected material from the premises. If the eligible builder fails to proceed at 
once with the replacement of rejected material and/or the correction of defective 
workmanship, such failure may be treated as a default. 

(b) The eligible builder shall furnish promptly, without additional charge, all 
reasonable facilities, labor, and materials necessary for the safe and convenient 
inspection and tests that may be required by the contracting officer. All inspec- 
tion and tests by the ‘Department shall be performed in such manner as not un- 
necessarily to delay the work. Special, full-size, and performance tests shall be 
as described in the specifications. The eligible builder shall be charged with any 
additional cost of inspection when material and workmanship are not ready at 
the time inspection is requested by the eligible builder. 

(c) Inspection of material and finished articles to be incorporated in the work 
at the site shall be made at the place of production, manufacture, or shipr ent, 
whenever the quantity justifies it, unless otherwise stated in the specifications; 
and such inspection and written or other formal acceptance, unless otherwise 
stated in the specifications, shall be final, except for latent defects, departvres from 
specific requirements of this Housing Contract, damage or loss in transit, fraud, or 
such gross mistakes as amount to fraud. Subject to requirerents contained in 
the preceding sentence, the inspection of material and workmanship for final 
acceptance as a whole or in part shall be made at the site. Nothing contained in 
this paragraph shall in any way restrict the rights of the mortgagor-bvilder and 
the Department, or either of them, under any warranty or guaranty of material 
and workmanship. 


?. Superintendence by Eligible Builder 


The eligible builder shall give his personal superintendence to the work or have 
a competent foreman or superintendent, satisfactory to the contracting officer 
and the mortgagor-builder, or either of them, on the work at all times during 
progress, with authority to act for him. 


8. Disputes 


Except as otherwise provided in this housing contract, any dispute concerning 
a question of a fact arising under this housing contract which is not finally cecided 
by the Commissioner, which may be adjusted between the eligible builcer and 
the contracting officer and which is not in fact disposed of by agreement shall be 
decided by the contracting officer, who shall reduce his decision to writing and 
mail or otherwise furnish a copy thereof to the eligible builder. Within 30 days 
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from the date of receipt of such copy, the eligible builder may appeal by mailing 
or otherwise furnishing to the contracting officer a written appeal addressed to 
the head of the Department, and the decision of the head of the Department or 
his duly authorized representative for the hearing of such appeals shall, unless 
determined by a court of competent jurisdiction to have been fraudulent or 
capricious or arbitrary, or so grossly erroneous as necessarily to imply bad faith, 
or not supported by substantial evidence, be final and conclusive; provided 
that, if no such appeal is taken, the decision of the contracting officer shall be 
final and conclusive; and provided further, that in no event shall the contracting 
officer, the head of the Department or his duly authorized representative have 
authority under this clause to make any decision which shall cause the total 
amount payable to the eligible builder under this housing contract to exceed the 
maximum amount payable from mortgage proceeds. In connection with any 
appeal proceeding under this clause, the eligible builder shall be afforded an 
opportunity to be heard and to offer evidence in support of its appeal. Pending 
final decision of a dispute hereunder, the eligible builder shall proceed diligently 
with the performance of this housing contract and in accordance with the decision 
of the contracting officer. 


9. Changes and Changed Conditions 

(a) The contracting officer may, at any time, by a construction change request, 
Form FHA 2437, and without notice to sureties, propose changes in the drawings 
and/or specifications of this housing contract and within the general scope thereof. 
Each such proposed construction change will be submitted to the eligible builder 
for his estimate of the increase or decrease in cost and time of performance, if any. 
After such action by the eligible builder, the proposed construction change will 
be returned to the contracting officer. Likewise, the eligible builder may, without 
notice to sureties, propose changes within the same scope, all such proposed 
changes to be in writing and to contain the eligible builder’s estimate of the increase 
or decrease in cost and time of performance, if any, and to be submitted to the 
contracting officer. In all cases, the eligible builder will sign proposed con- 
struction changes for himself and as agent for the mortgagor-builder. 

(b) All proposed construction changes, including those resulting in no increase 
or decrease of cost will be submitted by the contracting officer to the Commis- 
sioner, with copy to the mortgagee. The determination of the Commissioner as 
to the increase or decrease in cost and time of performance shall be final with 
respect to all such changes to be paid or deducted from mortgage proceeds. 
If any such change is approved by the mortgagee and the Commissioner to be 
paid or deducted from mortgage proceeds, the amount of the maximum insurable 
mortgage as herein defined and this housing contract will be considered as modified 
by such approved construction changes, and the eligible builder shall proceed 
diligently to execute such approved construction change. 

(c) No change of any character shall be made unless in pursuance of a written 
order approved as required in the preceding paragraphs, and no claim for adjust- 
ment of the contract sum shall be recognized unless the eligible builder, prior to 
the making of such claim for adjustment, is in receipt of an approved written order. 

(d) The eligible builder shall promptly, and before conditions are disturbed, 
notify the contracting officer in writing of: (1) subsurface or latent physical con- 
ditions at the site differing materially from those indicated in this housing con- 
tract, or (2) previously unknown physical conditions at the site, of an unusual 
nature, differing materially from those ordinarily encountered and generally 
recognized as inhering in work of the character provided for in this housing con- 
tract, which physical conditions either were not, or in the exercise of the care 
required by other provisions of this contract would not have been, discovered by 
the eligible builder. The contracting officer shall promptly investigate the con- 
ditions and if he finds that such conditions do so materially differ, he will, by 
construction change request, but without any requirement of notice to the sure- 
ties, propose changes in the drawines and/or specifications of this housing con- 
tract as he determines to be appropriate to meet the chanved conditions. Such 
requests will follow the same procedure hereinabove provided for other proposed 
construction changes. 


10. Deductions for Uncorrected Work 

If the contracting officer and the Commissioner deem it ienxpedient to correct 
work not performed in accordance with this housing contract, an equitable 
deduction of the contract price shall be made therefor pursuant to the construc- 
tion change procedure herein provided. 
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11. Extension of Time for Performance 


(a) The right of the eligible builder to proceed shall not be terminated nor shall 
the eligible builder be charged with liquidated or actual damages because of any 
delays in the completion of the work due to causes, other than normal weather, 
beyond the control and without the fault or negligence of the eligible builder, 
including, but not restricted to, acts of God or of the public enemy, acts of another 
contractor in the performance of a contract with the United States Government 
fires, floods, epidenics, quarantine restrictions, strikes, freight embargoes, and 
unusually severe weather; Provided, That the eligible builder shall within 10 days 
from the beginning of any such delay notify the contracting officer in writing of 
the causes of the delay unless the contracting officer, with the approval of the 
Commissioner, shall grant a further period of time prior to the date of final 
settlement of this housing contract. The contracting officer shall ascertain the 
facts and the extent of the delay and, with the approval of the Commissioner, 
extend the time for completing the work when in his judgment the findings of 
fact justify such an extension. 


12. Correction of Defects and Faulty Workmanship and Warranties 


(a) The eligible builder shall, at the request of, and in a manner acceptable to 
the contracting officer and the Commissioner correct any defects due to faulty 
materials or workmanship which appear within a period of one year following 
final endorsement of the mortgage note for mortgage insurance by the Com- 
missioner. 

(b) Except as otherwise expressly provided in this housing contract, the eligible 
builder warrants all mechanical and electrical equipment to be free from defects 
of design, material and workmanship, for a period of one year from date of 
acceptance thereof, and the eligible builder, promptly after receipt of notice, 
shall make good at its expense all defects developing during such period. This 
warranty shall not operate to defer final payment. 

(c) All subcontractors’, manufacturers’, or suppliers’ warranties and guaranties, 
expressed or implied, respecting any material or equipment used in or a part of 
the work (whether on equipment of the nature above specified or otherwise) shall 
be deemed obtained by the eligible builder as the agent of the Department or 
the mortgagor-builder, as their interests may appear, and all such warranties and 
guaranties shall inure to their respective benefit without the necessity of separate 
transfer or assignment thereof; provided, that if directed by the contracting 
officer, the eligible builder shall require such subcontractors, manufacturers, or 
suppliers to execute such warranties and guaranties in writing to the Department 
and the mortgagor-builder, as their interests may appear. 

(d) The warranties and guaranties provided for in this clause shall not extend 
or apply to Government-furnished material or equipment, except as to such work 
as may be performed thereon by the eligible builder. 

(e) The remedies provided for in this clause shall not be restrictive of but shall 
be cumulative and in addition to all other remedies of the Department or the 
mortgagor-builder, as their interests may appear, in respect of latent defects or 
fraud; provided, however, that the maturing of any right hereunder after final 
payment from mortgage proceeds has been made to the eligible builder shall be 
directly disposed of by the eligible builder and the contracting officer without 
the necessity of notice to the other parties hereto or the Commissioner. 


13. Termination for Default of Eligible Builder 


(a) If the eligible builder should neglect to prosecute the work properly or 
fail to perform any provision of this housing contract, the contracting officer 
shall give 10 days’ notice in writing to the eligible builder, who shall be responsible 
for notice to his sureties, and the contracting officer, on behalf of the mortgagor- 
builder, shall report such neglect or failure to the mortgagee and the Commis- 
sioner; whereupon, without further notice to the eligible builder or the mortgagor- 
builder or their sureties, the mortgagee may treat such neglect or failure as a 
default of the mortgagor-builder under the building loan agreement herein else- 
where identified, entitling the mortgagee under his power of attorney from the 
mortgagor-builder to make good such deficiencies and to deduct the cost thereof 
from the payment then or thereafter due the mortgagor-builder: Provided, 
however, That the contracting officer and the Commissioner shall approve such 
action and the amount charged therefor. 

(b) If the eligible builder should be adjudged a bankrupt, or if he should make 
a general assignment for the benefit of his creditors, or if a receiver should be 
appointed on account of his insolvency, or if he should persistently or repeatedly 
refuse or should fail, except in cases in which an extension of time for performance 
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is provided, to supply enough skilled workmen or proper material, or if he should 
fail to make prompt payment to subcontractors or for material or labor, or per- 
sistently disregard the instructions of the contracting officer, or otherwise be 
guilty of a substantial violation of any provision of this housing contract, then 
the contracting officer may, without prejudice to any other right or remedy and 
after giving 10 days’ notice in writing to the eligible builder, who shall be respon- 
sible for notifying his sureties, report such facts on behalf of the mortgagor- 
builder to the mortgagee and the Commissioner; whereupon, without further 
notice to the mortgagor-builder, the eligible builder, or their su eties, the mort- 
gagee may treat such deficiencies, or any of them, as a defau). { the mortgagor- 
builder under the building loan agreement, with right amc .g others therein 
provided to terminate the building loan agreement with the mortgagor-builder, 


14. Payments to Eligible Builder 


(a) The eligible builder shall submit to the contracting officer his application 
for each payment on FHA Form 2448 and, as agent for the mortgagor-builder, 
shall submit to the contracting officer FHA Form 2403. The contracting officer 
may refuse to process the eligible builder’s application for payment unless such 
application is free from error and ambiguity and is itemized so as to permit 
analysis and comparison with the trade payment breakdown annexed to this 
housing contract. 

(b) When the eligible builder has made proper application for payment as 
provided for in this housing contract, the contracting officer shall promptly 
process such application within a reasonable time, giving the eligible builder 
notice of action taken by the contracting officer on each such application of the 
eligi »le builder. 

(c) The title to all material and work covered by progress payments made 
shall thereupon vest in the Department, but this provision shall not be construed 
as relieving the eligible builder from the sole responsi ility for all materials and 
work upon which the payments have been made or the restoration of any damaged 
work, or as a waiver of the right of the Department and the mortgagor-builder, 
or either of them, to require fulfillment of all of the terms of this housing contract. 

(d) Upon completion and acceptance of all work required hereunder, the 
amounts due the eligible builder under this housing contract from mortgage 
proceeds will be paid by the mortgagor-builder. Final amounts shall be payable 
after the eligible builder shall have furnished the mortgagor-builder and the 
Department with a release, if required, of all claims against the Department 
and or the mortgagor-builder arising under and by virtue of this housing contract, 
other than such claims, if any, as may be specifically excepted by the eligible 
builder from the operation of the release in amounts stated therein. All pay- 
ments shall be suject to reduction for overpayments or increase for underpay- 
ments on preseding payments to the eligible builder. Any overpayments to the 
eligible builder shall, unless otherwise adjusted, be repaid upon demand. 


15. Workmen’s Compensation and Liability Insurance 


The eligible builder shall maintain workmen’s compensation insurance adequate 
to protect him from claims under the Workmen’s Compensation Act of the Stat 
in which the project is located and will carry such other insurance as will protect 
him and any interest he may have in the project against claims for damages for 
personal injury, including death, which may arise from operation under this 
housing contract carried on either by the eligible builder or by any subcontractor. 
Certificates evidencing such insurance shall be furnished to the contracting officer 
and to the mortgagor-builder for delivery to the mortgagee and shall be subject 
to the approval of the mortgagee for adequacy of coverage. 


16. Hazard Insurance During Construction 


The eligible builder, on behalf of himself and the mortgagor-builder, shall effect 
and maintain, fire, lightning and windstorm insurance (or fire and extended cover- 
age insurance, whichever provides broadest coverage) upon the entire project in 
an amount which will comply with the coinsurance clause applicable to the loca- 
tion and character of the property but not less than 80 percent of the actual cost 
value of the insurable improvements and equipment of the project property and 
materials stored on the site. Such policies shall be in companies and in such form 
and amounts as shall be satisfactory to the mortgagee and the Commissioner, and 
shall be made payable to the eligible builder and the mortgagor-builder, as interest 
may appear, with standard mortgagee indorsement attached making loss payable 
to the mortgagee or its assigns, or to the Commissioner, if required. Such policies 
will also contain language disclosing the diversity of interests. therein as follows: 
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“Notice is hereby given and accepted that the United States of America has or 
may acquire an interest in the subject matter of this insurance.’’ Policies shall 
be endorsed to provide for permission to complete and occupy. 


17. Other Contracts 


The Department may undertake or award other contracts for additional work, 
and the eligible builder shall fully cooperate with such other contractors and 
Department employees and carefully fit his own work to such additional work as 
may be directed by the contracting officer. The eligible builder shall not commit 
or permit any act which will interfere with the performance of work by any other 
contractor or by Department employees. 


18. Subcontracts 


The eligible builder agrees to insert clauses 18 and 24 to 31, inclusive, 35 and 37 
hereof in all subcontracts, and further agrees that a breach of any of the require- 
ments of these clauses may be grounds for termination of this housing contract 
under clause 13 hereof. The term ‘‘contractor’’ as used in such clauses in any 
subcontract shall be deemed to refer to the subcontractor and to distinguish him 
from the eligible builder. 


19. Removal of Plant and Cleaning Up 


Upon completion of the work the eligible builder shall remove all his plant, 
tools, materials, and other articles from the property of the Department and the 
mortgagor-builder, or either of them; otherwise the Department at its option and 
without waiver of such other rights as it may have, may, on 30 days’ notice, treat 
all property as bandoned property. He shall also sweep all floors broom clean, 
clean all exterior brickwork and window lights and remove all rubbish from the 
project site and the property of the Department. 


20. Additional Bond Security 


If any surety upon any bond furnished in connection with this housing con- 
tract becomes unacceptable to the Department, the mortgagor-builder or the 
Commissioner, or if any such surety fails to furnish reports as to his financial 
condition from time to time as requested by the Department or the Commis- 
sioner, the eligible builder shall promptly furnish such additional security as may 
be required from time to time to protect the interests of the Department, the 
mortgagee, and of persons supplying labor or materials in the prosecution of the 
work contemplated by this housing contract. 


21. Covenant Against Contingent Fees 


The eligible builder and the mortgagor-builder warrant that no person or selling 
agency has been employed or retained to solicit or secure this housing contract 
upon an agreement or understanding for a commission, percentage, brokerage, or 
contingent fee, excepting bona fide employees or bona fide established commercial 
or selling agencies maintained by the eligible builder for the purpose of securing 
business. For breach or violation of this warranty the Department shall have the 
right in its discretion to deduct from the housing contract price or consideration 
the full amount of such commission, percentage, brokerage, or contingent fee. 


22. Officials not to Benefit 


No Member of or Delegate to Congress, or Resident Commissioner, shall be 
admitted to any share or part of this housing contract, or to any benefit that may 
arise therefrom; but this provision shall not be construed to extend to this housing 
contract if made with a corporation for its general benefit. 


23. Buy American Act 


The eligible builder agrees that in the performance of the work under this 
housing contract the eligible builder, subcontractors, materialmen and suppliers 
shall use only such unmanufactured articles, materials and supplies (which term 
“articles, materials and supplies’ is hereinafter referred to in this clause as 
‘‘supplies’’) as have been mined or produced in the United States, and only such 
manufactured supplies as have been manufactured in the United States substan- 
tially all from supplies mined, produced, or manufactured, as the case may be, in 
the United States. Pursuant to the Buy American Act (41 U. 8S. C. 10a—d), the 
foregoing provisions shall not apply (7) with respect to supplies excepted by the 
head of the Department from the application of that act, (77) with respect to 
supplies for use outside the United States, or (777i) with respect to supplies to be 
used in the performance of work under this housing contract which are of a class 
or kind determined by the head of the Department or his duly authorized repre- 
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sentative not to be mined, produced, or manufactured, as the case may be, in the 
United States in sufficient and reasonably available commercial quantities and of a 
satisfactory quality, or (7v) with respect to such supplies, from which the supplies 
to be used in the performance of work under this housing contract are manu- 
factured, as are of a class or kind determined by the head of the Department or 
his duly authorized representative not to be mined, produced, or manufactured, 
as the case may be, in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality, provided that this exception 
(tv) shall not permit the use in the performance of work under this housing contract 
of supplies manufactured outside the United States if such supplies are manu- 
factured in the United States in sufficient and reasonably available commercial 
quantities and of a satisfactory quality. 


24. Convict Labor 


In connection with the performance of work under this housing contract, the 
eligible builder and the mortgagor-builder agree not to employ any person under- 
going sentence of imprisonment at hard labor. 


25. Nondiscrimination in Employment 


(a) In connection with the performance of work under this housing contract, 
the eligible builder agrees not to discriminate against any employee or applicant 
for employment because of race, religion, color, or national origin. The aforesaid 
provision shall include, but not be limited to, the following: employment, upgrad- 
ing, demotion, or transfer; recruitment or recruitment advertising; layoff or termi- 
nation; rates of pay or other forms of compensation; and selection for training, 
including apprenticeship. The eligible builder agrees to post hereafter in con- 
spicuous places, available for employees and applicants for employment, notices 
to be provided by the Contracting Officer setting forth the provisions of the 
nondiscrimination clause, 

(b) The eligible builder further agrees to insert the foregoing provision in all 
subcontracts hereunder, except subcontracts for standard commercial supplies or 
raw materials, 


26. Davis-Bacon Act (40 U.S. C. 276a-a(7)) 


(a) All mechanics and laborers employed or working directly upon the site of 
the work will be paid unconditionally and not less often than once a week, and 
without subsequent deduction or rebate on any account (except such payroll 
deductions as are permitted by the Copeland Act (anti-kickback) regulations (29 
CFR, pt. 3)) the full amounts due at time of payment, computed at wage rates no 
less than those contained in the “prevailing wage determination” of the Secretary 
of Labor which is defined in this housing contract, regardless of any contractual 
relationship which may be alleged to exist between the eligible builder or sub- 
contractor and such laborers and mechanics; and a copy of the prevailing wage 
determination shall be kept posted by the eligible builder at the site of the work 
in a prominent place where it can be easily seen by the workers. 

(b) In the event it is found by the contracting officer that any laborer or 
mechanic employed by the eligible builder or any subcontractor directly on the 
site of the work covered by this housing contract has been or is being paid at a 
rate of wages less than the rate of wages required by the preceding paragraph, 
the contracting officer may, unless the failure to comply with this clause is reme- 
died as provided for in clause 28 of this housing contract (1) by written notice 
to the eligible builder or his principal subcontractor, or either of them, terminate 
his right to proceed with the work, or such part of the work as to which there has 
been a failure to pay said required wages, and (2) cause the work to be completed 
by mortgagor-builder by separate contract or otherwise, whereupon such eligible 
builder and his sureties shall be liable to the mortgagor-builder or the mortgagee 
as their interest may appear for any excess costs occasioned thereby. 


27. Eighi-Hour Laws; Overtime Compensation 


No laborer or mechanic doing any part of the work contemplated by this housing 
contract, in the employ of the eligible builder or any subcontractor contracting 
for any part of said work contemplated, shall be required or permitted to work 
more than 8 hours in any 1 calendar day upon such work, except upon the condi- 
tion that compensation is paid to such laborer or mechanic in accordance with the 
provisions of this clause. The wages of every laborer and mechanic employed 
by the eligible builder or any subcontractor engaged in the performance of this 
housing contract shall be computed on a basic day rate of 8 hours per day and 
work in excess of 8 hours per day is permitted only upon the condition that 





REVIEW OF MILITARY HOUSING PROGRAMS 115 


every such laborer and mechanic shall be compensated for all hours worked in 
excess of 8 hours per day at not less than 1% times the basic rate of pay. For 
each violation of the requirements of this clause a penalty of $5 shall be imposed 
for each laborer or mechanic for every calendar day in which such employee is 
required or permitted to labor more than 8 hours upon said work without receiving 
compensation computed in accordance with this clause, and all penalties thus 
imposed shall be withheld for the use and benefit of the Department: Provided, 
That this stipulation shall be subject in all respects to the exceptions and provi- 
sions of the Eight Hour Laws as set forth in title 40, United States Code, sections 
321, 324, 325, 325a, and 326, which relate to hours of labor and compensation 
for overtime. 


28. Labor and Apprentice Provision 


(a) The eligible builder will be required to execute FHA Form No. 2403-—A, con- 
tractor’s prevailing wage certificate, and submit any exhibits or attachments 
called for therein, as a prerequisite for insurance by the FHA of that certain 
mortgage loan or an advance thereof, made or to be made by the mortgagee in 
connection with the construction of the project. 

(b) The eligible builder understands that in the event of failure of the eligible 
builder or any subcontractor fully to comply with the provisions of this clause 
28 (b) or pay any laborer or mechanic employed or working on the site of the 
work in the construction of the project, in accordance with the applicable wage 
determination, or the failure to comply with any of the applicable Labor Stand- 
ards Provisions or Regulations of the Secretary of Labor issued May 9, 1951 
pursuant to Reorganization Plan No. 14 of 1950 (written statement of any officer 
of the FHA or authorized agent of the Commissioner declining to insure any 
advance of funds under the building loan agreement by reason of the nonpayment 
of wages in accordance with the determination of the Secretary of Labor, or 
violation of any of the Labor Standards Provisions or Regulations of the Secre- 
tary of Labor, being deemed sufficient proof thereof) the contracting 
officer may cause to be withheld eligible builder any payments or advances 
payable to the eligible builder until the eligible builder establishes, to the satis- 
faction of the Commissioner, that (1) all laborers and mechanics or other persons 
employed in the construction of the project have been paid wages in amounts 
not less than those predetermined by the Secretary of Labor, or (2) any violation 
of the Labor Standards Provisions or Regulations of the Secretary of Labor no 
longer exist. 

(c) In addition to copies of payrolls submitted under any other provision of 
this housing contract the eligible builder will submit weekly during the construc- 
tion period, to the contracting officer, certified copies of all payrolls. The certifi- 
cation will affirm that the payrolls are correct and complete, that the wage rates 
contained therein are not less than those determined by the Secretary of Labor 
and that the classifications set forth for each laborer or mechanic conform with 
the work he performed. The eligible builder will make his employment records 
available for inspection by authorized representatives of the FHA, contracting 
officer and the Department of Labor, and will permit such representatives to 
interview employees during working hours on the job. 

(d) Apprentices will be employed only when the Secretary of Labor has estab- 
lished wage rates for such and only under a bona fide apprenticeship program. 
registered with a State apprenticeship council which is recognized by the Federal 
Committee on Apprenticeship, United States Department of Labor; or, if no such 
recognized council exists in a State, under a program registered with the Bureau 
of Apprenticeship, United States Department of Labor. No laborer or mechanic 
will be employed in the construction of the project in a classification for which no 
wage determination was issued by the Secretary of Labor: Provided, That, as to 
classifications not included in the wage determination and subsequently disclosed 
to be needed, a supplemental request for wage determination shall be filed and 
the rate determined by the Secretary of Labor shall be paid for all work per- 
formed under such classification whether prior or subsequent to the establishment 
of such prevailing wage rate. 

(e) In the event of a dispute as to the proper classification of work performed 
by a laborer or mechanic or any other person employed on the project and the 
prevailing wage rate applicable thereto, the eligible builder agrees that any such 
dispute shall be resolved pursuant to applicable regulations of the Secretary of 
Labor issued May 9, 1951, pursuant to Reorganization Plan No. 14 of 1950. 
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29. Payroll Records and Payrolls 

(a) Payroll reeords will be maintained during the course of the work and 
preserved for a period of 3 years thereafter for all laborers and mechanics working 
at the site of the work. Such records will contain the name and address of each 
such employee, his correct classification, rate of pay, daily and weekly number of 
hours worked, deductions made and actual wages paid. The eligible builder will 
make his employment records available for inspection by authorized representa- 
tives of the contracting officer and the United States Department of Labor, and 
will permit such representatives to interview employees during working hours on 
the job. 

(b) A certified copy of all payrolls will be submitted weekly to the contracting 
officer. The eligible builder will be responsible for the submission of certified 
copies of the payrolls of all subcontractors. The certification will affirm that the 
payrolls are correct and complete, that the wage rates contained therein are not 
less than the applicable rates contained in the wage determination decision of the 
Secretary of Labor attached to this housing contract, and that the classifications 
set forth for each laborer or mechanic conform with the work he performed. 


30. Copeland (Anti-Kickback) Act—Nonrebate of Wages 

The regulations of the Secretary of Labor applicable to contractors and sub- 
contractors (29 C. F. R., pt. 3), made pursuant to the Copeland Act, as amended 
(40 U. S. C. 276c), and to aid in the enforcement of the Anti-Kickback Act (18 
U. S. C. 874) are made a part of this housing contract by reference. The eligible 
builder will comply with these regulations and any amendments or modifications 
thereof and the eligible builder will be responsible for the submission of affidavits 
required of subcontractors thereunder. The foregoing shall apply except as the 
Secretary of Labor may specifically provide for reasonable limitations, variations, 
tolerances, and exemptions. 


31. Withholding of Funds to Assure Wage Payment 

There may be withheld from the eligible builder so much of the accrued pay- 
ments or advances as may be considered necessary to pay laborers and mechanics 
employed by the eligible builder or any subcontractor the full amount of wages 
required by this housing contract. In the event of failure to pay any laborer or 
mechanic all or part of the wages required by this housing contract, the contracting 
officer may take such action as may be necessary to cause the suspension, until 
such violations have ceased, of any further payment, advance, or guaranty of funds 
to or for the eligible builder. F 


82. Schedule and Reports of Progress 


The eligible builder, if so directed, shall furnish on a prescribed form a schedule 
of expected progress of the work under the housing contract, showing approxi- 
mately the dates on which each part or division of the work is expected to be begun 
and finished. The eligible builder shall also forward to the contracting officer, 
as soon as practicable after the first day of each month, a summary report of the 
progress of the various parts of the work under the housing contract in the mills 
or shops and in the field, stating the existing status, rate of progress, estimated 
time of completion, and cause of delay, if any. 

33. Sanitation 

Adequate sanitary conveniences of an approved type for the use of persons 
employed on the work, and properly secluded from public observation, shall be 
constructed and maintained by the eligible builder in such a manner and at such 
points as shall be required or approved by the contracting officer. These con- 
veniences shall be maintained at all times without nuisance and their use shall 
be strictly enforced. Upon completion of the work they shall be removed from 
the premises, leaving the premises clean and free from nuisance. 


34. No Waiver by Department 

The failure of the Department or the mortgagor-builder in any one or more 
instances to insist upon strict performance of any of the terms of this housing 
contract, or to exercise any option herein conferred, shall not be construed as a 
waiver or relinquishment to any extent of the right to assert or rely upon any such 
terms or option on any future occasion. 


35. Reports of Espionage, Sabotage or Subversive Activities 

(a) The eligible builder shall immediately submit a confidential report to the 
contracting officer of information concerning existing or threatened espionage, 
sabotage, or subversive activity at any plant, factory, or site at which work under 





REVIEW OF MILITARY HOUSING PROGRAMS 117 


this housing contract is being performed or at which material acquired, fabricated, 
or manufactured in connection with the performance of this housing contract is 
stored. The report shall contain a complete statement of such information. The 
eligible builder shall instruct its personnel to submit any information which they 
may have with respect to the foregoing. 

(6) The eligible.builder shall, whenever directed by the head of the Department 
or his duly authorized representative, submit such information as it may have 
concerning any of its employees engaged in work at any plant, factory, or site at 
which work under this housing contract is being performed. 

(c) The eligible builder shall, whenever directed by the head of the Department, 
suspend from employment or refuse to employ any person or persons whom the 
head of the Department, in the interest of security, may designate. 

(d) The eligible builder shall insert provisions similar to the preceding para- 
graph of this clause in all subcontracts or purchase orders placed under this hous- 
ing contract, unless the contracting officer shall consent to the omission thereof; 
Provided, That such provisions need not be inserted in any subcontract or purchase 
order for standard or commercial items procured under specifications which will 
not disclose any information which has been identified by the Department as 
Top Secret, Secret, or Confidential. 


36. Oral Modification 


No oral statement of any person whomsoever shall in any manner or degree 
modify or otherwise affect the terms of this housing contract. 


387. Renegotiation 


(a) This housing contract shall be subject to any act of the Congress, whether 
heretofore or hereafter enacted and to the extent indicated therein, providing 
for the renegotiation of said housing contract and shall be deemed to contain all 
the provisions required by any such act without subsequent amendment of this 
housing contract specifically incorporating such provisions. 

(6) The eligible builder (which term, as used in this clause, means the party 
oontracting to furnish the materials or perform the work required by this housing 
contract) agrees to insert the provisions of this clause, including this paragraph (0), 
in subcontracts, as required by section 104 of Renegotiation Act of 1951 (Public 
Law 9, 82d Cong.) as amended; provided, That he shall not be required to insert 
the provision of such-clause in any subcontract of a class or type described in 
section 106 (a) of said act, as amended. 

‘c) Nothing contained in this clause shall impose any renegotiation obligation 
with respect to this housing contract or any subcontract hereunder which is not 
imposed by an act of the Congress, heretofore or hereafter enacted. 


38. Utilization of Small Business Concerns. 

It is the policy of the Department as declared by the Congress to bring about 
the greatest utilization of small-business concerns which is consistent with efficient 
production. The eligible builder agrees to accomplish the maximum amount of 
subeontracting to small business concerns that the eligible builder finds to be con- 
sistent with the efficient performance of this housing contract. 


39. Labor Statistics 

The eligible builder shall report, and shall by agreement require his subcon- 
tractors to report, at such times, in such manner, and covering such matters as 
the contracting officer may direct, such labor statistics, applicable only to the 
work performed under this housing contract at the site of the work, as may be 
required for transmittal to the Department of Labor. 
10. Gratuities 

(a) The Department may, by written notice to the eligible builder, put him on 
notice that report has been made to the mortgagee and the Commissioner re- 
questing that no further advances under the mortgage note be insured by the 
Commissioner if it is found, after notice and hearing by the head of the Depart- 
ment, or his duly authorized representative, that gratuities (in the form of enter- 
tainment, gifts, or otherwise) were offered or given by the eligible builder, or any 
agent or representative of the eligible builder, to any officer or employee of the 
Department with a view toward securing a contract or securing favorable treat- 
ment with respect to the awarding, or amending, or the making of any determi- 
nation with respect to the performing of such contract, or of accepting the bid of 
such eligible builder; provided, that the existence of the facts upon which the 
head of the Department or his duly authorized representative makes such findings 
shall be in issue and may be reviewed by any competent court. 
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(b) In the event this housing contract is terminated as a result of withholding 
of mortgage insurance by the Commissioner pursuant to the terms of the foregoing 
paragraph such termination shall be treated as a default by the mortgagor-builder 
under the provisions of the building loan agreement between the mortgagor- 
builder and the mortgagee, and as a penalty in addition to any other damages to 
which the eligible builder may be subject, the Department shall be entitled to 
exemplary damages in an amount (as determined by the head of the Department 
or his duly authorized representative) which shall be not less than 3 nor more 
than 10 times the costs incurred by the eligible builder in providing any such 
gratuities to any such officer or employee. 

(c) The rights and remedies of the Department provided in this clause shall not 
be exclusive and are in addition to any other rights and remedies provided by law 
or under this housing contract. 


Federal, State and Local Taxes (Except Real and Personal Property Tazes) 


(a) As used throughout this clause, the term ‘“‘contract date’? means the date 
set for the opening of bids. As to additional construction, supplies or services 
procured by amendment to this housing contract, the term ‘contract date’’ 
means the date of such amendment. 

(b) Except as may be otherwise provided in this housing contract, the contract 
price includes all Federal, State and local taxes and duties in effect and applicable 
to this housing contract on the contract date, except taxes from which the eligible 
builder or the transactions or property covered by this housing contract are 
then exempt. Duties and Federal transportation taxes are included in the 
contract price unless otherwise specifically excluded. 

(c) (1) If the eligible builder is required to pay or bear the burden (7) of any 
Federal tax or duty which either was not to be included in the contract price 
pursuant to the requirements of paragraph (b) or was specifically excluded from 
the contract price by a provision of this housing contract; or (77) of an increase in 
rate of any Federal tax or duty, whether or not such tax or duty was excluded from 
the contract price; or of any interest or penalty thereon, then in any such event the 
contract price shall be correspondingly increased, the increase to be processed as 
a change order: Provided, That the eligible builder warrants in writing that no 
amount for such tax, duty or rate increase was included in the contract price as 
a contingency reserve or otherwise; and further Provided, That liability for such 
tax, duty, rate increase, interest or penalty was not incurred through the fault 
or negligence of the eligible builder or his failure to follow instructions of the 
contracting officer. 

(2) If the eligible builder is not required to pay or bear the burden, or obtains 
a refund or drawback, in whole or in part, of any Federal tax, duty, interest, or 
penalty which (i) was to be included in the contract price pursuant to the re- 
quirements of paragraph (b), (iz) was included in the contract price, or (777) was 
the basis of an increase in the contract price, then in any such event the con- 
tract price shall be correspondingly decreased, the decrease to be processed as a 
change order, or the amount of such relief, refund, or drawback shall be repaid 
as directed by the contracting officer if the housing project has been determined 
to be completed by the Commissioner. The contract price also shall be corre- 
spondingly decreased (and in the same manner) if the eligible builder, through 
his fault or negligence or his failure to follow instructions of the Contracting 
Officer, is required to pay or bear the burden, or does not obtain a refund or 
drawback of any such Federal tax, duty, interest, or penalty. Interest earned 
on refunded Federal taxes shall inure to the benefit of the Department to the 
extent that such interest was earned after the eligible builder was paid or reim- 
bursed from the proceeds of the mortgage for such taxes. 

(3) Invoices or vouchers covering any increase or decrease in the contract price 
pursuant to this para (c) shall set forth the amount thereof as a separate item and 
shall identify the particular tax involved, and each such invoice or voucher shall 
be identified with the appropriate change order. 

(4) Nothing in this para (c) shall be applicable to social-security taxes, income 
taxes, excess-profits taxes, capital-stock taxes, transportation taxes, or any State 
and local taxes. (The treatment of State and local real and personal property 
taxes are covered in art. XIX, par. 33, of the housing contract.) 

(d) The eligible builder shall promptly notify the Contracting Officer of all 
matters pertaining to Federal taxes that reasonably may result in either an in- 
crease or decrease in the contract price. The eligible builder shall take action 
as directed by the Contracting Officer, and the contract price shall be equitably 
adjusted to cover the costs of such action, including any interest, penalty, and 
reasonable attorney’s fees, such adjustment to be processed as a change order. 





REVIEW OF MILITARY HOUSING PROGRAMS 119 


DEPARTMENT OF THE 


LEASE FOR ARMED SERVICES HOUSING PROJECT CONSTRUCTED UNDER TITLE VIII; 
NATIONAL HOUSING ACT, AS AMENDED ON 


CRSIRRIRIIE, TI citi, ond ths nino ccalaainia 

This lease, made between the United States of America acting by and through 

the: Denvartment Of ..06<6i6n04 36 see (hereinafter called Department), repre- 

Saree OY ooo a eee 00 _:...~cdiateltttase @ corporation or- 

ganized and existing under the laws of the State of Delaware, (hereinafter called 
the lessee or the mortgagor-builder), 


WITNESSETH: 


That, under authority of section 805 of the National Housing Act as amended 
by section 401 of the Housing Amendments of 1955 (69 Stat. 651), the _.______-- 
Sao has determined that the lease of the premises described herein is 
necessary to effectuate the purposes of title IV of the Housing Amendments of 
1955 (69 Stat. 646-654) (hereinafter called the statute) and, in consideration of 
the covenants and conditions hereinafter set forth, the Government hereby leases 
to the lessee, for a period of fifty-five (55) years, commencing on the ________-_- 
COP Oe nc aketeoone 195 __, subject to termination as hereinafter provided, 
the premises described’ herein, to be used solely for purposes of constructing 
thereon an Armed Services Housing Project (hereinafter called the project). 

The premises hereby leased are described as follows: 


(Word description to conform to acceptable survey) 


~* lease is granted subject to the following covenants and conditions: 

That the lessee shall pay as total rental to the Department at the time of 
delivery of this lease the sum of one thousand ($1,000.00) dollars, payable by 
certified or eashier’s check to the Treasurer of the United States and delivered to 
the contracting officer for the Department (hereinafter called the contracting 
officer). 

2. That the lessee shall have filed or caused to be filed with the Federal Housing 
Administration an application for mortgage insurance in accordance with the 
statute and requirements thereunder of the Federal Housing Commissioner 
(hereinafter referred to as the Commissioner), and, pursuant thereto, the Com- 
missioner shall have issued a commitment for mortgage insurance prior to the 
delivery of this lease. 

3. That the lessee shall place each housing unit in the project under the control 
of the Department as soon as it is available for occupancy as determined by the 
Commissioner. 

4. That the Department shall furnish to each housing unit available for occu- 
pancy the following utilities and services during the term of this lease but in no 
case beyond the period for which the facilities from which such services are to be 
furnished remain under the control of the Government: 

(Strike if not applicable) 

a. Fire protection. 

b. Police protection. 

c. Water service. 

d. Sewerage service 

e. Electric service. 

f. Gas service. 

g. Refuse and trash collection. 
Any utilities or services furnished the lessee during the period of construction shall 
be on a reimbursable basis. The Department retains the right to permit munici- 
palities or public utility companies to extend water, sewer, gas, telephone, and 
electric power lines on the leased premises for the purposes of furnishing utilities 
to the project. 

5. That the buildings and other improvements, including all items required 
to be furnished the project in accordance with the drawings and specifications 
shall be and become real estate and part of the leased premises and property of 
the United States; provided, however, that this condition shall not apply to 
facilities erected by municipalities or public utility companies on the leased 
premises for the purpose of furnishing utility services to the project. 

6. That the use and occupancy of the leased premises shall be subject to such 
rules and regulations as the Department may from time to time prescribe and 
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the lessee shall at all times exercise due diligence in the protection of the leased 
premises. 

7. That the right is hereby reserved to the Department to enter upon the leased 
premises at any reasonable time for the purpose of inspection and when otherwise 
deemed necessary for the protection of the interests of the Department; provided, 
however, that, if the Department desires such entry, the opportunity shall bs 
offered to the lessee’s representatives to accompany the Department or any 
officer, agent, or employee thereof on account of any inspection. This condition 
7 is subject to condition 12 hereof. 

8. That the lessee shall maintain at its own cost and expense such insurance 
coverage as may be required by the Commissioner. This condition 8 is subject 
to condition 12 hereof. 

9. That the Department shall not be responsible for damages to the project 
or to property of the lessee, nor for damages to the property or injuries to the 
person of the lessee’s officers, agents, servants, or employees, or other persons on 
the leased premises as invitees or licensees of the lessee, and the lessee shall 
indemnify and save the Department harmless from any and all such claims, 
The Department shall not be responsible for damages to any persons or property 
off the leased premises arising from the use of the leased premises by the lessee 
and the lessee shall indemnify and save the Department harmless from any and 
all such claims. The provisions of this condition 9 shall not apply to such claims 
as are cognizable under the Federal Tort Claims Act, as amended. This condition 
9 is subject to condition 12 hereof. 

10. That any property of the United States (excluding the buildings and 
other improvements constituting the project) damaged or destroyed by the lessee 
incident to the lessee’s use and occupation of the leased premises shall be promptly 
repaired or replaced by the lessee to the satisfaction of the Department, or in 
lieu of such repair or replacement the lessee shall, if so required by the Department, 
pay to the Department an amount sufficient to compensate the Department for 
the loss sustained by reason of such damage or destruction. This condition 10 is 
subject to condition 12 hereof. 

11. That the lessee shall comply with and save the Department harmless from 
laws, ordinances, and regulations applicable to the leased premises with regard 
to construction, sanitation, licenses or permits to do business. This condition 11 
is subject to condition 12 hereof. 

12. That conditions 7, 8, 9, 10, and 11 shall not be applicable after final endorse- 
ment of the mortgage note for mortgage insurance by the Commissioner and 
transfer of the capital stock of the lessee to the Department. 

13. That this lease is not affected by title VI of the act of Congress approved 
September 28, 1951 (Public Law 155, 82d Cong.). 

14. That no Member of, or Delegate to Congress, or resident commissioner, 
shall be admitted to any share or part of this lease or to any benefit that may 
arise therefrom, but this condition shall not be construed to extend to this lease 
if made with a corporation for its general benefit. 

15. That the lessee shall neither transfer nor assign this lease without the prio: 
written approval of the Department, provided, however, that this condition shall 
not apply to the placing of first mortgages, deeds of trust or similar liens on the 
leasehold pursuant to the statute. 

16. That all notices given pursuant to this lease shall be sent by registered mail 
and addressed to the lessee at een ache ee 
or to the Department at ; : , Or as 
may otherwise from time to time be directed in writing by the parties hereto. 

17. That the Department shall have the right, at its option, upon sixty (60 
days’ notice to the lessee, to terminate this lease and all rights of the lessee here- 
under at any time after the Commissioner and the mortgagee have certified to 
the Department that the respective rights of the Federal Housing Administration 
and the mortgagee in this lease and in any mortgagee on the leased premises and 
the project thereon as insurer or otherwise has been fully terminated. 

18. (Applicable disputes clause). 

In Witness WHEREOF. 
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BuILDING LoAN AGREEMENT 
ARMED SERVICES HOUSING PROJECT WITH INSURANCE DURING CONSTRUCTION 


This instrument, executed in quadruplicate and dated the ____ day of _____-. : 
19__, by and be ‘tween _- ., a corporation organized and exist- 
ing by virtue of the laws of the State of Del: iware, with an office and place of 
business in ____- oe COURS Oh -__. and State of 
(hereinafter referred to as the borrower or the mortgagor-builder), and _____ 

: a corporation organized and existing under and by virtue of the 
laws of i __.... having an office and place of business in the city of 

, county of _- .. State of aes <n & «dh Lee 
sometimes referred to as the mortgage e), 


WITNESSETH: 
Whereas the mortgagor-builder is the owner, free and clear of all liens, of a 
leasehold interest (described in exhibit A hereto attached and made a part hereof), 


under a lease for a period of 55 years from ___-_- 2120906. and has 
applied to the mortgagee for a mortgage loan of _.... dollars 
($ __) to finance the building and construction on said leasehold of a certain 
armed services housing project, F HA Project No. - _... (hereinafter called 


the project), in accordance with certain drawings and specifications hereinafter 
referred to; and 

Whereas the mortgagor-builder understands that the mortgagee has received 
a commitment from the Federal Housing Commissioner (hereinafter sometimes 
referred to as Commissioner), for insurance of said loan under the provisions of 
title LV of the Housing Amendments of 1955, and intends upon execution of the 
hereinafter-mentioned mortgage note and mortgage to have such mortgage note 
ind» ‘sed for mortgage insurance by the Commissioner, and 

Whereas the mortgagor-builder is, simultaneously with the execution of this 
agreenent, executing a housing contract with the Department of 

(hereinafter referred to as the Department), and __..._.-----..------------ 
(hereinafter referred to as the eligibie builder) to prov ide for the construction of 
the project: 

Now therefore, in consideration of the mutual promises hereinafter contained 
and the obligations created among the parties in said housing contract, the parties 
hereto agree as follows: 

(1) The mortgagor-builder agrees to take and the mortgagee agrees to make 
(subject, among other things, to this agreement) a loan in the principal sum of 


.- dollars ($ ) (hereinafter called loan), to be advanced as 
hereinafter provided, for a period of years and bearing interest from the date 
of each advance at the rate of __ percent (__ %) per annum, said loan being evi- 
denced by a credit instrument (hereinafter calied the note) dated the .__- day of 

19__, executed by the mortgagor-bui.der and payab.e to the mortzagee 
or order, and secured by a (hereinafter called the mortgage), of even 


date, which shall constitute a valid and the only lien on the aforesaid leasehold 
and the project to be erected thereon, except for liens acceptable to the mortgagee 
and Commissioner. 

(2) The mortgagor-builder agrees to erect on the aforesaid leasehold within 

.. days from the date hereof, the project in accordance with the housing con- 
tract above referred to. A master copy of such housing contract is to be deposited 
with and held by the Commissioner, and when so deposited shall govern on all 
matters that may arise with respect thereto. 

(3) All requests for changes in the drawings and specifications forming a part 
of said housing contract must be in writing, signed by the contracting officer 
(said contracting officer being the person so de fined in the said housing contract 
and hereinafter called the contracting officer), the eligible builder and the mort- 
gagor-buiider, with the approval of the mortgagee, and shall be conditioned upon 
the acceptance by the Commissioner, which acceptance may be subject to such 
conditions and qualifications as the Commissioner in his discretion may prescribe, 
it being understood that the Commissioner at all times has the right to require 
compliance with the original drawings and specifications. 

(4) Applications for advances under this agreement are to be made by the 
mortgagor-builder through the contracting officer to the mortgagee in quadrupli- 
cate on FHA Form No. 2403, on or about the first day of each month after the 
commencement of work hereunder, for work done during the preceding month or 
part thereof, or upon payment of and presentation of receipts to the mortgagee for 
the items enumerated in article 7 hereof. The advance to which the mortgagor- 
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builder shall be entitled, with respect to construction items, shall be the total of 
the purchase price or estimated value of uninstalled acceptable materials, which- 
ever is less, stored on the morgtaged property in a manner acceptable to the Com- 
missioner plus the cost of the portions of the work acceptably completed, as 
approved by the contracting officer and the Commissioner, computed in accord- 
ance with the amounts assigned to the several items in the trade payment break- 
down, hereto annexed marked “Exhibit B,” less 10 percent and less prior advances. 
Applications shall be filed at least __ days before the date upon which an advance 
is desired. The mortgagor-builder shall be entitled to payment only in the 
amount approved by the mortgagee and the Commissioner with respect to each 
application. Parts or the whole of any advance provided for herein may be 
advanced before due, if approved by the contracting officer, the mortgagee and 
the Commissioner, but all such advances, if made, shall be deemed to have been 
made prrsuant to this agreement, and not in modification thereof. 

(5) Upon completion of the improvements, including all landscape require- 
ments, the balance due the mortgagor-builder hereunder shall be payable upon the 
expiration of 30 davs from the date of completion of the project evidenced by 
issuance by the contracting officer of his determination of completion and con- 
curred in by the Commissioner; provided, that, if approved by the Commissioner, 
the mortgagee may withhold approval of final payment until after the expiration 
of anv period which laborers, subcontractors, and materialmen may have for filing 
of mechanics’ liens. 

(6) The mortgagor-builder will cause this agreement or the housing contract 
ahove referred to, or both of them, to be filed or recorded in the public records, if 
the effect thereof will be to relieve the project from mechanics’ and material- 
men’s liens. The mortgagee may require the mortgagor-builder to obtain and at- 
tach to each application for advance of mortgage money, acknowledgements of 
payment and releases of liens down to the date covered by the last advance, and 
concurrently with the final payment for the entire project, in form required by 
local lien laws, from the eligible builder and all subcontractors and materialmen 
dealing directly with the eligibile builder which shall cover all work, labor, and 
materials, including equipment and fixtures of all kinds, done, performed, or 
furnished for the project. 

(7) The mortgagee agrees to advance the mortgagor-builder out of the proceeds 
of the loan the charges enumerated below. Where appropriate the mortgagor- 
builder shall deliver to the mortgagee proper receipts showing payment of said 
items. 


ay Serene WEUELIN WONSINMIOMION, - W ... oon cc een eecunsanecnaucs ame ine 
(b) Insurance during construction (builder’s risk fire and extended 
ee eo eaesuieh Ses 
(c) FHA mortgage insurance premium during construction 
a er ee en cama ne nchiains 
fy Seen et SOOTTOIIET MROOTIBO oo ole wc cue cn wmnwmeccnnen 
oo) Berens en ORME ST A ee weenemememmn snes 
ee ik eee okhemueemen 
en lc edd we home Remains 
(7) Premiums on performance and payment bonds___- 
(j) Legal and organizational expenses relating to qualification. of 
mortgagor- -builder, including the cost of leasehold interest in 


(8) The mortgagor-builder agrees, as a condition precedent to the advance of 
any portion of said loan, to furnish the mortgagee with a duly certified survey of 
recent date and a mortgagee’s title policy or other evidence of title or warranty 
satisfactory to the mortgagee and the Commissioner, said policy or other evidence 
of title or warranty to be extended so as to cover each and every advance of said 
loan at the time of payment thereof, with duplicates for the Commissioner. 

(9) The mortgagor-builder agrees that said housing project shall be constructed 
in conformity with the reauirements of board of fire underwriters, or similar body, 
and entirely on the leasehold above referred to in accordance with the housing 
contract. 

(10) If the mortgagor-builder at any time prior to the completion of the project 
abandons same or ceases work thereon for a period of more than twenty (20) days 
or fails to complete the erection of the project strictly in accordance with the 
drawings and specifications above referred to, except as to changes submitted 
and approved by the mortgagee and Commissioner as herein provided for, or makes 
changes without first securing the written approval of the mortgagee and Com- 
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missioner, or otherwise fails to comply with the terms hereof, any such failure shall 
be a default hereunder, at the option or the mortgagee, and the mortgagee may 
terminate this agreement; or the mortgagee, at its option, at any time thereafter 
may enter into possession of the premises (subject to any security regulations 
applicable to the project as may be in effect) and perform any and all work and 
labor necessary to complete improvements according to the said housing contract 
and the drawings and specifications which are a part thereof and employ watchmen 
to protect the premises from injury, all sums so expended by the mortgagee to be 
subject to approval of the Commissioner and to be deemed paid to the mortgagor- 
builder and secured by said mortgage. For this purpose, the mortgagor-builder 
hereby constitutes and appoints the mortgagee its true and lawful attorney-in-fact, 
with full power of substitution in the premises, to complete the project in the name 
of the mortgagor-biilder, and hereby empowers said attorney or attorneys as 
follows: To use any funds of the mortgagor-builder, incliding any balance which 
may be held in escrow and any funds which may remain unadvanced under the 
insured mortgage for the purpose of completing the project in the manner called 
for by the drawings and specifications hereinbefore mentioned; to make such 
additions and changes and corrections in the said drawings and specifications as 
may be acceptable to the Commissioner to be necessary or desirable to complete 
the project in the manner contemplated by the said drawings and specifications; 
to employ such contractors, subcontractors, and agents as shall be required for 
said purposes; to pay, settle, or compromise all existing bills and claims which 
may be liens against the project, or as may be necessary or desirable for the com- 
pletion of the project or for the clearance of title; to execute all applications and 
certificates in the name of the mortgagor-builder which may be required by any 
of the said housing contract documents, and to do any and every act which the 
mortgagor-builder might do in its own behalf. It is further understood and agreed 
that this power of attorney shall be deemed to be a power coupled with an interest 
and irrevocable. The above-mentioned attorney shall also have the power to 
prosecute and defend all actions or proceedings in connection with the construc- 
tion of the project or mortgaged premises and to take such action and require such 
performance as he deems necessary under the accepted guaranty of completion. 
The mortgagor-builder hereby assigns and quitclaims to the mortgagee all sums 
unadvanced under the said mortgage and all sums due in escrow conditioned upon 
the use of said sums in trust for the completion of the project, such assignment to 
become effective only in case of the mortgagor-builder’s default. 

(11) The mortgagor-builder agrees to provide or cause to be provided work- 
men’s compensation insurance and public liability and other insurance required 
by applicable law or by the specifications of the housing contract. The mortgagor- 
builder further agrees to provide during construction fire and extended coverage 
insurance, which insurance shall be payable to the mortgagor-builder and the 
eligible builder as their interest may appear, with standard mortgagee indorse- 
ment attached making loss payable to the mortgagee or its assigns, or to the 
Commissioner, if required. All such policies shall be in such companies and in 
such form and amounts required by the mortgage and shall be enblédaatory to the 
mortgagee and the Commissioner. The originals thereof shall be deposited with 
the mortgagee. 

(12) Subject to such military security requirements as may be in effect at the 
project site, the mortgagee and its agents and the Commissioner and his agents 
shall, at all times during construction, have the right of entry and access to the 
project and the right to inspect all work done, labor performed, and materials 
furnished in and about the project, and to inspect all books, subcontracts, and 
records of the mortgagor-b:iilder, it being understood by the mortgagee, however, 
that the Commissioner intends to rely upon inspection furnished by the Depart- 
ment. 

(13) Any “holdback”’ shall be payable upon completion of the entire project 
in accordance with the said drawings and specifications to the satisfaction of the 
mortgagee, contracting officer, and the Commissioner, which completion, except 
for approved items of delayed completion covered by specific escrow deposit and 
agreement, shall be evidenced by issuance by the contracting officer and con- 
curred in by the Commissioner of their determination of completion. 

(14) The mortgagee understands and agrees that each housing unit will be 
placed under the control of the Department when such unit is determined by the 
contracting officer and the Commissioner to be available for occupancy and that 
the mortgagor-builder will receive no rents from the project. 

(15) In view of the guaranty of the Department the mortgagee will not require 
the mortgagor-builder to furnish a chattel mortgage on completion of the project 
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covering chattels and fixtures, or either of them, purchased with mortgage 
proceeds. 

(16) The mortgagor-builder agrees to furnish the mortgagee assurances of 
completion of the project in the form stipulated in the applicable administrative 
rules, in effect on the date of this agreement, promulgated by the Commissioner 
under the provisions of the National Housing Act, as amended. Any such assur- 
ance shall run to the mortgagee as obligee and shall contain a provision granting 
to the mortgagee the authority to assign all rights thereunder to the Commissioner. 

(17a) The mortgagor-builder (1) understands that the wages to be paid laborers 
and mechanics employed in the construction of the project are recuired by the 
provisions of section 212 (a) of the National Housing Act, as amended, to be not 
less than the wages prevailing in the lccality in which the work was performed 
for corresponding classes of laborers and mechanies employed on construction of 
a similar character, as determined by the Secretary of Labor with respect to the 
project, and (2) hereby states that he has read the aforesaid determination by 
the Secretary of Labor and is fully familiar with the same. 

(17b) The mortgagor-builder agrees as a condition precedent to the advance 
to him of any money hereunder to submit to the Commissioner (1) with each 
application for advance prior to the final application, a certificate or certificates 
in form approved by the Commissioner, certifying that all laborers and mechanics 
employed in the construction of the project whose work is covered by this or any 
previous application and who have been paid in whole or in part on account of 
said employment have been paid at a rate not less than the rate of wages prevailing 
in the loeality in which the work was performed for the corresponding classes of 
laborers and mechanics employed in construction of a similar character, as deter- 
mined by the Secretary of Labor with respect to the project, and (2) with the 
final application for advance, a certificate or certificates in form satisfactory to the 
Commissioner, certifying that the project has been fully constructed in accordance 
with the provisions of this agreement and that all laborers and mechanics emploved 
in the construction of the completed project have been paid not less that the 
wages prevailing in the locality in which the work was performed for the corre- 
sponding classes of laborers and mechanies employed on construction of a similar 
character, as determined by the Secretary of Labor with respect to the project. 
The term “prevailing wage determination” as used herein shall be construed to 
include all amendments and/or modifications to the original or superseding 
determination of prevailing wages which may be made prior to the beginning of 
construction. 

(17c) The mortgagor-builder agrees to insert clause 28 of the general provisions 
attached to the said housing contract in any contract made by it for the construc- 
tion of the project or any part thereof and to require such contractor to insert 
similar provisions in each of his subcontracts. 

(17d) The mortgagor-builder agrees that should any advances hereunder be 
ineligible for insurance under the National Housing Act, as amended, by reason of 
the nonpayment of wages in accordance with the determination of the Secretary 
of Labor, or violation of any of the labor standards provisions or regulations of 
the Secretary of Labor issued May 9, 1951, pursuant to Reorganization Plan No. 
14 of 1950 (written statement of any officer of the Federal Housing Administration 
or authorized agent of the Commissioner declining to insure any advance of funds 
hereunder by reason of nonpayment of wages in accordance with the determination 
of the Secretary of Labor, or violation of any of the labor standards provisions or 
regulations of the Secretary of Labor, being deemed conclusive proof that such ad- 
vances are ineligi»le for mortgage insurance) the mortgagee may withhold from the 
mortgagor-builder all payments or advances payable to the mortgagor-builder 
hereunder until the mortgagor-builder establishes to the satisfaction of the Com- 
missioner that (1) all laborers and mechanics or other persons employed in the 
construction of the project have been paid wages in amounts not less than those 
predetermined by the Secretary of Labor, or (2) any violation of the labor stand- 
ards provisions or regulations of the Secretary of Labor no longer exists. 

(18) The mortgagor-builder further understands that applicable to the construc- 
tion of the project are certain other statutory or regulatory requirements of the 
Federal Government as set forth in clauses of the general provisions attached to 
the housing contract. Among these clauses are (a) Davis-Bacon Act, (b) Eight 
Hour Laws, (c) Labor and Apprentice, (d) Payroll Records and Payroll. (e) Cope- 
land (Anti-Kickback) Act—Nonrebate of Wages, (f) Withholding of Funds to 
Assure Wage Payment, (g) Renegotiation, (h) Utilization of Small Business Con- 
cerns, (i) Covenant Against Contingent Fees, (j) Officials not to Benefit, (k) Buy 
American Act, (/) Convict Labor, and (m) Nondiscrimination in Employment. 

IN WITNESS WHEREOF. 
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DRPARTMENT OF .THD...........~ 2666 ed cid ewe 


ARMED SERVICES HOUSING PROJECT GUARANTY WITH RESPECT TO MORTGAGE 


PAYMENTS 
This guaranty, executed this ~~~ --~- Ody of 4 2idi teat 195_., by the United 
States of America (hereinafter called the Department), represented by the 
Becretary Of the ....2. 26. .sais4- (hereinafter called the Secretary), 


WITNESSETH: 

Whereas under the terms of a certain housing contract entered into on 

Sooo 195.., by and among the Department, ----.-..----.s2<<4.4--- 
a Delaware corporation (hereinafter referred to as the mortgagor-builder), and 
‘ ....-. (hereinafter referred to as the eligible builder), 
the De _partment has agreed, among other things, to guarantee the payment, 
upon completion of the said housing contract, of the note of the mortgagor- 
builder executed pursuant to said housing contract to the extent that advances 
made against said note have been approved by the Federal Housing Commissioner: 

Now, therefore, in consideration of the material provisions contained in said 
housing contract and the obligations thereby created among the parties thereto 
the Department hereby guarantees and undertakes, in accordance with the pro- 
visions of title IV of the Housings Amendments of 1955 (Public Law 345, 84th 
Cong., 69 Stat. 635) and the provisions of said housing contract, as follows: 

1. The Department guarantees to the payee of said note (said payee being 
hereinafter referred to as the mortgagee) and to the Federal Housing Commis- 
sioner, as their interests may appear, the payment, in accordance with the terms 
of said note, of said advances and interest thereon, said note being secured by a 
first mortgage or deed of trust insured by the Federal Housing Commissioner 
under the provisions of title VIII of the National Housing Act, as amended, for 
the advancement of moneys for the purposes of constructing the housing project 
covered by said housing contract and consisting of -._--------- housing units 
On w Wite BPnaiie 2 Jo eo eb ei eee , provided that, this guaranty shall 
become effective only upon the final endorsement by the Federal Housing Come 
missioner of said note for mortgage insurance. 

The Department will, subject to the conditions stated in the foregoing 
guaranty, make each periodic payment becoming due to the mortgagee on said 
note in accordance with the terms thereof without any requirement that the 
mortgagee shall have made a prior demand to the mortgagor-builder for such 
payment. 

3. The terms and conditions of this guaranty shall not impair the security of the 
above-mentioned mortgage or deed of trust or the rights of the Federal Housing 
Commissioner under the contract of insurance with respect to said mortgage or 
deed of trust. 

This guaranty and the right to receive payments hereunder may be assigned 
and reassigned to any financial institution, including any Federal agency, without 
the prior approval of the Secretary; provided, that, in the event of such an 
assignment, the assignee shall file written notice thereof and a true copy of the 
instrument of assignment with the Secretary and the disbursing officer designated 
by the Secretary to make such payments. 


(Secretary) 
This guaranty and the right to receive payments hereunder are hereby assigned 
to COR Co ao eaSounees 195_ 
(Mortgagee) : 


By a Ss eee eo 
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DEPARTMENT. OF THE ......0.2662285 5k. Sees sl 


ARMED SERVICES HOUSING PROJECT GUARANTY WITH RESPECT TO PROPERTY TAXES 
AND ASSESSMENTS 


This guaranty, executed this __.__ day of -___-__-_-- 195__, by the United 
States of America (hereinafter called the Department), represented by the Secre- 
Ge GS io ise he. eka (hereinafter called the Secretary), 
WITNESSETH: 

Whereas under the terms of a certain housing contract (contract No. -_-_---- 
FHA project No. -._----- > ana mee ook 28 oi Lot : 195__, by and 
among the Department, ___-___-__--_--_- , a Delaware corporation (hereinafter 
referred to as the mortgagor-builder), and _______________-_ (hereinafter referred 


to as the eligible builder), the Department has agreed, among other things, to 
guarantee the payment of obligations under a certain legal instrument dated 
SSE Aisa ae made by the mortgagor-builder in favor of the payee of a cer- 
tain note of the mortgagor-builder (said payee being hereinafter referred to as 
the mortgagee) which legal instrument is designed to hold the mortgagee harmless 
against any real or personal property taxes and assessments levied against the 
housing project covered by said housing contract, including the project site 
We eel Eke , upon the deliverv to the mortgagee of such legal instrument 
in the form required by the Federal Housing Commissioner; and 

Whereas the mortgagor-builder has delivered such legal instrument to the 
mortgagee: 

Now therefore, in consideration of the material provisions contained in said 
housing contract and the obligations thereby created among the parties thereto 
the Department hereby guarantees and undertakes, in accordance with the pro- 
visions of title IV of the Housing Amendments of 1955 (Public Law 345, 84th 
Cong.; 69 Stat. 635) and the provisions of said housing contract, as follows: 

1. The Department guarantees to the mortgagee and the Federal Housing 
Commissioner, as their interests may appear, the payment of the obligations under 
such legal instrument. 

2. The Department reserves the right to contest the legality and validity of 
any taxes or assessments prior to payment thereof. 

3. This guaranty and the right to receive payments hereunder may be assigned 
and reassigned to any financing institution, including any Federal agency, with- 
out the prior approval of the Secretary; provided, that, in the event of such an 
assignment, the assignee shall file written notice thereof and a true copy of the 
instrument of assignment with the Secretary and the disbursing officer designated 
by the Secretary to make such payments. 


(Secretary) 
This guaranty and the right to receive payments hereunder are hereby assigned 
ele ataneesce dude b ants Boce Hu RR SU Sarak nwcwae de 106 wins 





The following material is an appendix to part \ 
THe Titte IX PROGRAM 


Procedures followed in the determination of need 
Procedures followed in connection with the determination of need for title IX 
housing may be summarized as follows: 

1. Survey of the housing situation in areas impacted by the defense pro- 
gram, including information on vacancies, units under construction or 
planned, use of makeshift accommodations and on such other factors as 
would affect the need for special assistance under Public Law 139. 

2. Consultations with commanding officers of military installations, 
arsenals and depots, managers of defense plants and State employment offices, 
locai Officials, etc., to obtain information on personnel, in-migration, and 
labor requirements and in case of commanding officers and defense-plant 
managers discussions as to their housing needs and to obtain their judgments 
as to the general type of accommodations required, desirable rent schedules, 
unit sizes, and other related matters. In connection with the civilian labor 
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supply for defense activities, the Department of Labor prepared special re- 
ports on total requirements, the locally available supply and the volume of 
in-migration necessary to staff such activities. 

3. Consultations with local industry groups such as real estate boards and 
home builders’ associations to obtain their judgments as to feasibility of 
title IX construction in relation to current building costs in the locality. 

4. Analysis and evaluation of the information obtained as indicated in 
1, 2 and 3, above, and a determination of defense housing requirements in 
relation to the available supply and the supply likely to become available 
— the usual processes of construction and financing. 

. Preparation of estimates of long-term absorptive capacity of the market 
aay per manent housing in the locality. 

6. Consultations with FHA Insuring Office on the feasibility of achieving 
a title IX program and on the prospects of the local market to absorb. any 
programed units which at some future date may not be required to serve 
the defense effort. 

7. Determination of the number of units suitable for title IX financing 
in terms of rents, sales prices, unit sizes, etc.; clearance with FHA at central 
and insuring office levels on program recommendations. 

The above procedures were established for the guidance of the regional offices 
of the Housing and Home Finance Agency which were given the responsibility for 
the survey of defense housing needs and for the preparation of appropriate pro- 
xram recommendations in connection with the Agency’s operations under Public 
tee 139. In carrying out these program responsibilities, the regional offices 
were also guided by policies, standards and techniques developed by the central 
office, after consultation and clearance with the FHA Commissioner, which were 
modified from time to time as dictated by changes in legislation and in the overall 
defense program. All program recommendations were reviewed by the Wash- 
ington office staff and cleared with FHA central office, and did not take effect 
until approved by the Administrator or his designee. 

Requests for assistance under Public Law 139 by the Depertment of Defense 
for installations under its jurisdiction were generally supported by the submission 
of data on current and projected uniformed strength and civilian personnel and 
estimates of gross housing requirements. Other material submitted, but not 
included in all instances, was information on the temporary or permanent nature 
of the facility or activity, on the quantity and quality of the housing available 
in nearby communities and in a few instances, estimates of the number of title IX 
units it believed necessary to take care of its requirements. In contacts with 
commanding officers efforts were made to obtain more detailed data on personnel 
and their housing requirements than were available at the Pentagon. Such in- 
formation included a detailed breakdown of present and projected complements 
by rank and grade, the number of families living in accommodations considered 
inadequate or substandard and in dwellings beyond reasonable commuting dis- 
tance. 

In some instances the base commands conducted surveys to ascertain the ade- 
quacy of the housing occupied by military personnel. In not every case were the 
surveys entirely satisfactory due to incompleteness, lack of accuracy, or the failure 
to define standards of adequacy. Such surveys were given appropriate considera- 
tion by this Agency in its determination of need. For some installations informa- 
tion on current and projected strength made available to this Agency varied 
considerably between that provided by the Department of Defense and that 
furnished by the base command or intermediate commands. Occasionally re- 
quests for title IX assistance were predicated on expansion of personnel planned 
by the Pentagon but unknown to the station commanding officer or to the inter- 
mediate commands; likewise, requests for programing under this authority were 
based on projected expansion by the base commander but not approved by either 
the intermediate commands or by the Department of Defense. These conflicting 
sources of information complicated the programing operation and compelled 
this Agency to follow a policy of requiring Pentagon concurrence on all local re- 
ports of personnel changes. To minimize the difficulties of attempting to deter- 
mine need in these situations, the regional offices of the Agency were advised that 
no information on personnel changes were to be considered conclusive without a 
reaffirmation by the Department of Defense and that no programing of title 1X 
was to be undertaken unless the base command was fully informed of personnel 
changes planned by the Pentagon. This necessitated almost continuing discus- 
sions between the centeral offic staff of the Ageney and appropriate Pentagon 
personnel in order to resolve differences arising out of such a situation or to clarifs 
information obtained by Regional Offices at the local level. 
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With respect to the housing needs of civilian personnel of military installations 
or arsenals, depots, etc., the Department of Defense took the position that the 
provision of housing was not its responsibility but was primarily the concern of 
contractors and subcontractors. However, it did request the special aids of Public 
Law 139 for some of these installations, particularly for those encountering serious 
problems of recruitment of personnel in skilled occupations, including technicians 
and scientists. 

Generally the title [IX program developed by the regional offices was discussed 
with the base commanders and/or officials of intermediate commands baving an 
interest. Programing problems which could not be resolved at the local level 
were the subject of frequent congiderations and discussions between the Depart- 
ment of Defense (Assistant Secretary of Defense, Properties and Installations) and 
HHFA central office. In the earlier phase of the program no program actions, 
including cutbacks or cancellations, were finalized until they were discussed 
between the various parties concerned. Such actions were generally taken only 
after a resurvey or reevaluation of the housing needs of the military installation 
and a review and approval by the central office staff. In the later stages of the 
program, in the light of evidence that military schedules and estimates were often 
unreliable, direct authority was extended to the FHA insuring offices to suspend 
any portions of outstanding programs which, on the basis of local information, it 
was felt would not be marketable. 


Was title 1X housing intended to serve military needs on a temporary basis onlys 


The special aids authorized under title IX were intended to stimulate the con- 
struction of permanent hovsing in areas substantially impacted by the immigra- 
tion of defense-connected personnel (thus alleviating shortages created thereby), 
and to facilitate the occupancy of such housing by this personnel through a system 
of preferences and priorities. This system of preferences and priorities, coupled 
with requirements as to the length of time such projects were to be held for occu- 
pancy by defense personnel, was designed to assure maximum utilization by 
eligible personnel for a reasonable period of time after completion. It was 
expected that during this period other additions to the supply through the usual 
processes of construction and financing would be sufficiently large to make 
unnecessary continuing restrictions on the title IX housing. 

In programing title IX housing, full consideration was given to the temporary 
or permanent character of the defense activity, the levels at which it may be 
maintained over the long run, probabilities for conversion from defense to non- 
defense activity and the normal economic growth of the community in terms of 
population, families and family income distributions. The volume of housing 
authorized in all situations was geared so as not to exceed the absorptive capacity 
of the market when the title IX projects were no longer needed to serve the 
defense effort. In other words, an estimate was made on the basis of the afore- 
mentioned economic factors of the number of permanent dwellings, including 
those proposed under title IX, which could readily be marketed over a reasonable 
period of time in the area. This estimate was essentially made up of two com- 
ponents; one, a forecast of the probable demand for units which might be built 
under the normal processes of construction and financing and, the other, a fore- 
east of demand for additional units which might be undertaken under title LX 
and which could readily be marketed in the area upon disappearance of the 
defense need for this housing. In small or isolated areas in which the normal 
vear to year demand was rather limited, the second component involved in es- 
sence borrowing on future demand. This implied an assumption that the par- 
ticular military installations concerned would operate on an indefinite basis and 
that such units as could be released from time to time when no longer recuired to 
serve defense personnel could readily be marketed to meet the normal demands of 
the community. In areas in which the immediate need for defense housing was 
substantially in excess of absorptive capcity for permanent housing, efforts were 
made to meet the deficit by other means, such as the provision of temporary hous- 
ing under title III of Public Law 139, more effective utilization of the available 
supply, including a system of occupancy preferences for defense personnel in 

yanham Act housing, ete. For examnle, in the case of an installation which could 
make a showing of a net need for 1,000 units in an area with an estimated absorp- 
tive capacity of only 300 units, the following kind of a program might have been 
developed to meet its housing recuirements: 300 title IX units, 400 trailers, 200 
portable family dwellings and 100 units in Lanham projects. Whether trailers 
or portables were recommended depended on the duration of the need, with port- 
ables generally being made available in such instances where the Department of 
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Defense could demonstrate a period of occupancy generally in excess of several 
vears. 

In view of the foregoing, it is a reasonable assumption that title IX housing 
generally was not intended by the Congress to serve the permanent long-range 
needs of military installations. However, notwithstanding this fact and in the 
absence of a congressional mandate for the provision of permanent on-post housing 
for all military personnel entitled to quarters’ allowances, it is our belief that the 
Department of Defense had an obligation to encourage and promote the full 
utilization of the housing provided off-post for its personnel as long as no other 
permanent accommodations were available for their occupancy. This it often 
failed to do. It should be remembered that at the time most of the title IX 
housing was programed, many installations were considered as temporary (and 
therefore ineligible for Wherry Act construction) and that no other financing 
means were available to provide the needed accommodations. At military installa- 
tions located in small or isolated areas, where the prospects seemed remote for 
the provision of permanent housing by other means, it was intended that title IX 
serve their needs on a more or less indefinite basis. In these instances, it was 
expected that defense activities would so taper off as to release units occupied 
by military personnel for absorption by the civilian market at a relatively slow 
rate, thus minimizing the probable effects on local real-estate values. Under 
these circumstances, it was reasonable to expect that, in considering personnel 
changes, the availability of housing, including title 1X, would be one of the factors 
given appropriate weight by the Department of Defense. The evidence does not 
indicate that this was often the case. 


At what installations was title IX housing programed primarily for military 
installations 

Of about 110,000 units programed under title IX, more than 63,000 units, or 
about 56 percent, were intended for construction in areas in which the primary 
impact came from expansion or activation of military installations, including 
arsenals (directly or contract-operated), ammunition depots, contract flying 
schools, etc., but not including industrial plants used in the defense effort which 
are Government owned but under lease to private operators, or privately owned 
or operated. These areas are listed as follows: > 





Alabama: Florida—Continued 
Camp Rucker Orlando 
Foley Pensacola 
Huntsville Sanford 
Arizona: Georgia: 
Flagstaff Bainbridge 
Fort Huachuca Camp Stewart 
Yuma Fort Benning 
California: Marietta 
Barstow Moultrie 
Camp Cooke-Camp Roberts Valdosta 


E] Centro-Imperial 


Herlong 
Inyokern-Ridgecrest 
Klamath 


Lancaster-Palmdale 
Marysville- Yuba City 
Monterey-Fort Ord 
Oxnard-Port Hueneme 
Pleasanton-Livermore 
San Diego 
Solano County 
Twentynine Palms 
Victorville 
Colorado: Colorado Springs 
Connecticut: New London 
Delaware: Dover 
Florida: 
Cocoa- Melbourne 
Green Cove Springs 
Key West 
Marianna 


Warner Robins 
Territory of Hawaii: Honolulu 
Idaho: Mountain Home 
Illinois: 

Great Lakes-North Chicago 

Joliet-Braidwood 

Rantoul 
Indiana: 

Columbus 

Rockville 
Iowa: Sioux City 
Kansas: 

Hutchinson 

Lawrence-Olathe 

Parsons 

Salina 

Topeka 
Kentucky: 

Camp Breckenridge 

Fort Campbell 

Fort Knox 
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Louisiana: 
Alexandria 
Camp Polk 
Lake Charles 
Maine: 
Bangor 
Brunswick 
Presque Isle-Limestone 
Winter Harbor 
Maryland: 
Aberdeen-Edgewood 
Elkton-Bainbridge 
Fort Meade-Laurel 
Frederick 
Indian Head 
Patuxent NAS 
Michigan: 
Grosse Ile 
Oscoda Air Force Base 
Sault Ste. Marie 
Missouri: 
Fort Leonard Wood 
Knob Noster 
Montana: Great Falls 
Nebraska: 
Fremont 
Hastings 
Sidney 
Nevada: 
Hawthorne 
Las Vegas 
Reno 
New Hampshire: Portsmouth 
New Jersey: 
Dover- Denville 
Fort Dix-McGuire Air Force Base 
Monmouth County 
New Mexico: 
Alamogordo 
Clovis 
Las Cruces 
New York: 
Niagara Falls 
Sampson Air Force Base 
Utica-Rome 
North Carolina: 
Camp Lejeune 
Edenton 
Elizabeth City 
Fort Bragg 
Ohio: Wright-Patterson Air Force Base 
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Oklahoma: 

Altus 

Ardmore 

Clinton-Elk City-Cordell 

Frederick 

Lawton-Fort Sill 
Pennsylvania: 

Harrisburg 

Indiantown Gap 
Puerto Rico: Ramey Air Force Base 
Rhode Island: Newport 
South Carolina: 

Charleston 

Parris Island 

Sumter 
South Dakota: 

Edgemont 

Rapid City-Sturgis 
Tennessee: Smyrna 
Texas: 

Beeville 

Big Spring 

Bryan 

Del Rio 

Harlingen 

Killeen 

Kingsville 

Laredo 

Mineral Wells 

San Marcos 

Victoria 

Wichita Falls 
Virginia: 

Camp Pickett 

Chincoteague 

Dahlgren 

Newport News 

Norfolk-Portsmouth 

Quantico 
Washington: 

Arlington 

Bremerton 

Ephrata-Moses Lake 

Othello 

Port Townsend 

Whidbey Island 
Wisconsin: 

Antigo 

Baraboo 

Camp McCoy 

Osceola 


The above list does not include areas having active military installations but 
in which the defense impact was caused primarily by other defense activities, 
such as industries engaged in the production of aircraft, munitions, etc. Many 
of these primarily industrial areas also contained active military installations and 
adequate consideration in programing title IX housing was given to the housing 
requirements of personnel in such installations and they were, of course, made 
eligible for occupancy in such housing on par with civilian workers in defense 
industries. The number of units programed for military installations in these 
areas is not readily determinable but it is believed they would contribute sub- 
stantially to enlarging the proportion of total title IX units, as indicated above, 
intended for occupancy by uniformed personnel or civilians connected with mili- 
tary installations. 
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Problems faced by HHFA in connection with programing of title IX housing for 
military installations and with the utilization of such housing by military 
personnel 


The problems faced by this Agency in connection with the programing of title IX 
housing, stemmed chiefly from uncertainty in the Pentagon as to staffing plans 
for military installations. Frequently information given on personnel projections 
were not based on firm plans or, if based on such plans, the phasing of personnel 
as reported to this Agency would not materialize as scheduled. A related problem 
was the failure of the Department of Defense to advise of changes in personnel 
likely to affect the volume and the timing of the need for the programed title IX 
housing in sufficient time to permit program cutbacks or cancellations. A good 
illustration of the type of situation encountered was the sudden announcement 
in 1952 by the Department of Defense of the deactivation of a number of installa- 
tions (one of these was Camp Roberts for which a large volume of title [IX housing 
was provided) without any advance warning to this Agency. This created a 
serious problem of marketing the units made vacant by installations personnel. 
As is evident in the case of Camp Roberts and others, the smaller the area from 
the standpoint of population the more difficult it became to provide for orderly 
absorption of the surplus units into the local housing inventory without seriously 
jeopardizing existing real-estate values. 

Since every effort was made to gear construction so that the units would be 
available when needed, the lack of reliable information became a serious handicap 
to an effective programing operation. Although this Agency made a number of 
representations to the Department of Defense on this matter, no very satisfactory 
solution was ever developed. Understandably, there was during later stages of 
the program a reluctance to provide title IX housing unless assurances were 
given that no substantial curtailment of personnel was contemplated for any 
installation seeking such assistance. 

It was the policy of this Agency to review periodically the housing situation in 
all critical defense areas in order to ascertain the adequacy of the program and 
to make such adjustments as might be necessary to keep the program in balance 
with the need. Continuing efforts (which were not entirely successful) were 
made to obtain on a regular basis information on personnel changes in order to 
facilitate such program cutbacks or cancellations as were indicated. 

Many problems arose in connection with utilization of the title IX housing 
during the life of the program, Even though such housing was requested by 
station commanders, in some instances such commanders made little or no real 
effort to encourage occupancy by personnel for whom it was intended. In other 
instances where a Wherry Act project existed, commanding officers would estab- 
lish policies and procedures which would in effect result in discrimination against 
the title IX housing in order to achieve maximum occupancy in projects financed 
under title VIII. Under these circumstances personnel, of course, did not have a 
free choice in the selection of accommodations, The Department of Defense 
justified such action on the basis that it had an obligation to the Wherry sponsor 
but none to the title IX sponsor. Occasionally the failure to encourage utilization 
of defense housing was explained on grounds of unsatisfactory quality and location, 
high rents, ete. 

Whenever necessary, representations were made to the Department of Defense 
with respect to the problems created by the failure of base commands to cooperate 
in promoting the use of title IX housing programed for military personnel. 
Meetings were frequently held between regional office personnel and officials of 
installations and intermediate commands in order to achieve a modus vivendi 
with respect to this problem which would be satisfactory to all interests concerned. 
As in the matter of personnel changes, no satisfactory solution was reached re- 
garding the need for greater efforts on the part of installation commands to 
achieve a higher degree of utilization of title IX housing intended for Department 
of Defense establishments than had been previously experieneed. With increasing 
availability of housing under title VIII and with the continuing shifts in personnel 
from area to area there was even less reliance on title IX as a source for meeting 
the military housing requirements, 


Did title IX serve the need? 


We believe that the answer to this question is in the affirmative. Undoubtedly 
Congress believed that a stepup in the production of housing was necessary to 
allieviate shortages created by the inmigration of defense workers and military 
personnel during the Korean conflict and, accordingly, authorized more liberal 
terms to finance the construction of such housing than were available under other 








132 REVIEW OF MILITARY HOUSING PROGRAMS 


provisions of the National Housing Act. It is evident from the record that in 
many of these areas very little housing would have been built to meet the defense 
need without the special incentives provided under title IX. Even in areas where 
some efforts might have been made in this direction, it is doubtful whether con- 
struction could have been achieved under the rent limitations established under 
the various programs. In some areas long and painstaking efforts were necessary 
to interest builders to undertake construction at the relatively low-rent levels 
which, of course, were geared to the incomes of defense personnel. 

Furthermore, other than the Wherry Act, there were no special authorities in 
the early days of the defense program to encourage large-scale production of 
housing at as rapid a rate as possible to meet the special need created by the 
defense program. Even under title VIII the volume of construction coming into 
completion at the time the title IX program was in high gear (chiefly 1951 and 
1952) was such as to meet only a small fraction of the need. Obviously, title IX 
filled this gap. 

In judging whether title IX met the need, consideration should also be given 
to the fact that about 110,000 permanent units were programed under this 
legislation and that the largest portion of the units approved for construction 
were started within the first 2 years of its enactment. Of about 91,000 units 
which had been started by June 30, 1955, more than 95 percent had been com- 
pleted by that date, with most of the units becoming available for occupancy 
before the third anniversary of the legislation. 

There is no information to indicate what part of the 63,000 units programed in 
areas of defense impact coming primarily from military installations was initially 
occupied by personnel either employed or stationed at these installations. It is 
our impression, based upon available evidence, that in most areas a high degree 
of occupancy for the intended personnel was attained initially and maintained 
for an extended period. There were, however, some areas in which occupancy 
experience was rather unfavorable. 

Since the holding period for defense personnel has probably expired on many 
of the projects built with title IX financing, it is presumed that a considerably 
smaller proportion of the 63,000 units referred to above are now occupied by 
personnel connected with Defense Department installations. The increasing 
availability of onpost housing built under title VIII or with appropriated funds 
has probably caused continuing shifts from title IX. 


(The following material is an appendix to part VII:) 


MEMORANDUM OF AGREEMENT 
ARTICLE I. INTRODUCTION 


For the purpose of providing family housing as authorized by section 809 of the 
National Housing Act, as amended (Public Law 574, 84th Cong.), the Assistant 
Secretary of Defense (Properties and Installations) and the Commissioner of the 
Federal Housing Administration hereby agree as hereinafter set forth to certain 
requirements, interpretations and procedures under that section of the act. 

For the purposes of this agreement, the following definitions shall apply: 

a. Act: Section 809, National Housing Act, as amended, Public Law 574, 
84th Congress, second session. 

b. Secretary: The Secretary of Defense or such other officials in the Office 

of the Secretary of Defense as may be designated. 

c. Commissioner: The Commissioner or such other officials of the Federal 
Housing Administration as may be designated. 

d. Military: The Secretary of the Departments of the Army, Navy, or 
Air Force, as the case may be, whose department is requesting provision of 
housing for civilians, or such other official in his department as may be 
designated. 

e. Installation: The military research or development installation at which 
are employed the civilians for whom housing is being requested. 

f. Certifying officer: A person authorized by the military to issue certifi- 
cates of employee eligibility to eligible civilian employees. 

g. Director: The field office director of the local FHA office in whose area 
the housing for civilians is to be provided. 

h. Employee: A person to whom the certifying officer has issued a certifi- 
cate indicating that, as of the date of the certificate, the employee requires 
housing, is a civilian employee of the military department or a contractor 
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thereof, and is considered by the Military to be an essential, nontemporary 
employee. 

i. Fund: The Armed Services Housing Mortgage Insurance Fund. 

Both the Secretary and the Commissioner will expedite action in all 
interested offices and at all levels of their organizations relative to matters 
that are the subject of this agreement, and each will use every available 
means at his disposal to assure that the purposes of Public Law 574 are 
accomplished in accordance with the spirit and intent of that law. 

Amendments to this agreement may be proposed at any time by either party 
as experience dictates. 


ARTICLE II, CERTIFICATE OF NEED 


Section 1. The Military and the Director will discuss housing requirements 
and conditions in the area of the installation in order to determine the number 
of housing units which can reasonably be expected to be needed. In these dis- 
cussions, each will provide such available information as may be appropriate 
and required, including but not limited to the following matters: 

a. The Military will provide information on current and projected civilian 
strength levels, staffing schedules, salary schedules, and adequate onbase 
housing available. 

b. The Director will provide information on availability of existing and 
planned family housing units in the area of the installation which can be 
designated as adequate in terms of structural condition and size, amount 
of rent or sales price, and accessibility by private and public transportation 
and availability of community facilities such as schools, shopping centers, 
civic and health services, and recreational areas. 

ce. The Military and the Director will furnish their respective estimates as 
to the number of housing units needed to provide housing under the act for 
employees in the area, taking into consideration the military needs and the 
area housing supply. 

Section 2. If the Director finds that he is unable to accept loans for insurance 
except pursuant to the provisions of the act, the Director shall inform the Military 
of such finding and advise the Military whether a milite:y guaranty will be 
required with respect to such loans. 

Section 3. The Military will submit to the Secretary a request, including the 
Director’s estimate with respect to the number of units and his finding with 
respect to the guaranty and such other information as may be appropriate, for 
approval of a housing program at the installation. If, after review, the Secretary 
determines that the request is justified, he will notify the Military of his approval, 
stating the number of units approved and authorizing the issuance of a certificate 
of need and of certificates of employee eligibility. 

Section 4. Upon receipt of the Secretary’s approval of a request, the Military 
Secretary will execute a certificate of need, which will be forwarded to the Director 
as evidence of the finding of need for housing for essential, nontemporary civilian 
employees, the absence of intent to substantially curtail the number of civilians 
so employed, the area in which the housing is to be located, the number of housing 
units required, and the number of insured mortgage loans which will be guaranteed. 
An executed copy of the certificate of need will be evidence of the authority of the 
certifying officer to issue certificates of employee eligiblity up to the number of 
housing units required. Conformed copies of the certificate of need will be 
forwarded to the Commissioner and to the Secretary. 

Section 5. After issuance of the certificate of need the Military will advise the 
Director of the persons designated as certifying officer. 


ARTICLE III, CERTIFICATE OF EMPLOYEE ELIGIBILITY 


Section 1. Certificates of employee eligibility will be issued by certifying officers 
to employees who have applied therefor and are determined to be: (a) in need of 
housing; (b) employed by the military department, or a contractor thereof, at a 
research or development installation; and (c) considered by the Military to be 
essential, nontemporary employees. 

Section 2. The original and three copies of the certificate of employee eligi- 
bility will be delivered to the employee, who will in turn deliver the original and 
two copies to a lender. The original and one copy will be attached to the lender’s 
application for insurance of a loan pursuant to the act. 

Section 3. Upon insurance of any loan under the act, the Director will com- 
plete the certificate of employee eligibility to show the FHA case number, mort- 
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gage amount and term, date of insurance, and status with respect to guarantee by 
the Military and will return a copy of the completed form as evidence of insurance 
or rejection. 

ARTICLE IV. MILITARY GUARANTEE 


Section 1. By issuing a certificate of need pursuant to article II of this agree- 
ment, the Military agrees that, as to all units certified for guarantee, the Military 
will guarantee the fund from loss with respect. to mortgages insured pursuant to 
the act. 

ARTICLE V. TERMINATION OF MILITARY GUARANTEE 


Section 1. The guarantee provided for by article IV of this agreement shall 
continue with respect to any mortgage insured under the act as long as the insured 
mortgage is in existence and the Commissioner continues to have any insurance 
liability with respect thereto. Upon termination of the Commissioner’s insur- 
ance liability with respect to any such mortgage, the guarantee by the Military 
shall be similarly terminated and the Military will be so advised. 


ARTICLE VI. PAYMENT OF MILITARY GUARANTEE 


Section 1. After selling properties acquired as a result of default on mortgage 
loans insured pursuant to the act and guaranteed by the Military, the Commis- 
sioner will determine the loss, if any, as of date of sale, resulting from such action. 
Annually, as of the close of each fiscal year, the Commissioner will certify to the 
Military the losses incurred on ins) ured mortgage loans guaranteed by the Mili- 
tary and will request payment therefor. After payment of guarantee, the Mili- 
tary will be relieved from any future liability with respect to the guarantee and 
the Commissioner will have no further responsibility for accounting to the Mili- 
tary with respect to the sale of such property. 

July 17, 1956. 

Accepted for the Federal Housing Administration. 

NorMAN P. Mason, 
Federal Housing Commissioner. 
Accepted for the Department of Defense: 
Rosert A. McDona.p, 
(For Floyd 8. Bryant, Assistant Secretary of Defense 
(Properties and Installations)). 


July 14, 1956 

No. 5100.11 

ASD (P&I) 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Family housing for civilian employees at military research or develop- 
ment installations. 
Reference: (a) Public Law 574, 84th Congress (70 Stat. 273). 

Pursuant to the authority vested in the Secretary of Defense by section 202 (f) 
of the National Security Act of 1947, as amended, and section 5 of Reorganization 
Plan No. 6 of 1953, the authority conferred on the Secretary of Defense by refer- 
ence (a) is hereby delegated as set forth below: 


I, DELEGATION OF AUTHORITY TO ASSISTANT SECRETARY OF DEFENSE (PROPERTIES 
AND INSTALLATIONS) 


The Assistant Secretary of Defense (Properties and Installations) is delegated 
the authority to: 

1. Review and approve determinations made by the Secretaries of the 
military departments as to the availability of adequate housing facilities at 
or near military research or development installations. 

2. Review, and after consultation with the Assistant Secretary of Defense 
(Comptroller), approve the number of family housing units recommended by 
the military departments for development at such installations under refer- 
ence (a). 

3. Approve the making of guaranties of the Armed Services Housing Mort- 
gage Insurance Fund from loss, as authorized by reference (a). 

4. Issue instructions for the guidance of the military departments in taking 
action necessary to the developn ent of family housing under reference (a). 

5. Perform such functions under reference (a) as are not otherwise specifi- 
cally delegated to the Secretaries of the military departments. 








REVIEW OF MILITARY HOUSING PROGRAMS 135 


Il, DELEGATION OF AUTHORITY TO THE MILITARY DEPARTMENTS 


The Secretary of each military department, or his designee, is hereby delegated 
the authority to: 

1. Determine the availability of adequate housing facilities at or near 
military research or development installations for essential nontemporary 
civilians employed by the department or a contractor thereof. 

2. On the basis of such determinations, submit recommendations, with 
appropriate supporting information as required, to the Assistant Secretary 
of Defense (Properties and Installations) for approval of specific housing 
programs at military installations, which are therein certified to be research 
or development installations. 

3. Certify to the Commissioner, Federal Housing Administration: 

(a) That new housing up to the amount approved by the Assistant Secre- 
tary of Defense (Properties and Installations) is necessary to provide adequate 
family housing for such civilian employees and that there is no intention to 
substantially curtail the number of such civilian employees, and 

(b) That to the extent required by the Commissioner, Federal Housing 
Administration, and approved by the Assistant Secretary of Defense (Prop- 
erties and Installations), the military department will guarantee the Armed 
Services Housing Mortgage Insurance Fund from loss. 

4. Issue to such civilian employees individual certificates of eligibility to 
occupy such housing. 

C. E. WIitson, 


Secretary of Defense. 


No. 4165.27 
Date: July 23, 1956 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Provision of family housing for essential civilians employed at military 
research or development installations under Public Law 574, 84th Congress. 
Reference: (a) Public Law 574, 84th Congress (70 Stat. 273) 
(b) DOD Directive 5100.11, dated July 14, 1956 
(c) DOD-FHA Memorandum of Agreement, dated July 17, 1956 


I, PURPOSE AND AUTHORITY 


A. The purpose of this instruction is to establish procedures to govern the 
operations of the military departments in providing family housing under reference 
(a) in order to assure uniform practice in accordance with provisions of the statute 
and of references (b) and (c). 

B. DOD Directive 5131.1, dated August 13, 1953, authorizes the Assistant 
Secretary of Defense (Properties and Installations) to obtain such reports and 
information from the military departments as are necessary to carry on his 
responsibility for the development of sound construction programs. Authority 
for the issuance of this instruction is contained in reference (b). 


Il, POLICY 


A. In general the subject program will be implemented in accordance with the 
policies and procedures set forth in the memorandum of agreement between the 
Department of Defense nad the Federal Housing Administration (attachment 1). 
Detailed procedures will be subject to this instruction and to the Rules and Regu- 
lations issued by the Federal Housing Administration. 

B. Basically, it will be the policy of the Department of Defense to provide 
housing under this program in increments in order to avoid overbuilding.. How- 
ever, as housing provided under each increment is utilized and as the existence of 
continuing effective demand for such housing is demonstrated, additional incre- 
ments will be approved. 

C. It has been determined that, where required by the Federal Housing Admin- 
istration, the military department involved will guarantee the FHA mortgage 
insurance fund from loss and, upon being requested by the FHA to pay losses 
incurred under this program, will seek appropriations therefor. 

D. Success of operations under the subject program will depend to a consider- 
able extent on continuing cooperative efforts by the military and the Federal 
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Housing Administration at the local level. Accordingly, for each installation to 
be served by this program, the military department involved will designate a 
representative who will maintain close contract at all times with the appropriate 
field office director of the Federal Housing Administration. 


III. ACTION REQUIRED 


A. Request for program approval 

1. When it is indicated that there is a need to provide family housing at or near 
a military research or development installation for essential nontemporary civilians 
employed by the military department or a contractor thereof, the designated 
representative of the military department will consult with the appropriate field 
office of the FHA to determine the extent and nature of the need. In this con- 
sultation the military representative will provide such information as may be 
required by the FHA including staffing levels and schedules, salary schedules, 
on-base housing available, ete. The FHA will provide information on existing 
community support, plans for new housing construction, ete. 

2. If it is determined that it is necessary to provide housing under this program, 
the military department will forward to the Assistant Secretary of Defense 
(Properties and Installations) a request for approval of provision of a specific 
number of units. This request will state that the installation to be served is a 
research or development installation under the terms of the act and will include 
the FHA recommendation and finding as to the number of units to be provided 
and the requirement for guaranteeing the FHA mortgage insurance fund. The 
request will also be supported by a statement on housing conditions in the area 
which will contain comments on the latest population estimates and expected 
rates of growth; existing and planned rental and owner-occupied housing; utiliza- 
tion of titles VIII and IX housing, if any; extent of substandard housing; sales 
and rental prices; vacancy rates; waiting lists for adequate housing; accessibility 
of adequate housing in terms of public and private transportation, distances and 
traffic conditions; and availability of adequate schools, shopping centers, civic 
and health services, recreational areas, ete. 


B. Certificate of need 

1. If after reviewing the military departinent’s request, is is determined that 
the provision of housing is justified, the Assistant Secretary of Defense (Properties 
and Installations) will notify the military department of his approval, stating the 
number of units to be provided and the number of mortgage loans to be guaran- 
teed. Upon receiving the notice of Assistant Secretary of Defense (Properties 
and Installations) approval, the Secretary of the military department or his 
designated assistant, will execute DD Form 1158, Certificate of Need (Attachment 
2), pursuant to the authority contained in reference (6). ‘ 

2. In addition to identifying the installation and the military department in- 
volved, the DD Form 1158 will specify the number of housing units required and 
the number of insured mortgage loans which the military department agrees to 
guarantee; each DD Form 1158 issued will be identified by a serial number. In 
accordance with distribution instructions on the form, the original DD Form 1158 
will be transmitted to the appropriate FHA field office director through the desig- 
nated representative of the military department. Also, as indicated on the form, 
conformed copies will be transmitted to the Assistant Secretary of Defense (Prop- 
erties and Installations) and to the FHA Commissioner. 


C. Certificate of employee eligibility 

1. Upon receiving DD Form 1158: Certificate of Need, the designated military 
representative at the installation will advise the FHA field office director as to the 
person(s) authorized to act as Certifying Officer in issuing DD Form 1159: 
Certificate of Employee Eligibility (attachment 3), to each eligible applicant 
therefor. 

2: Each applicant will be required to fill out all spaces in part I of the form. 
After determining that the applicant is eligible as represented, the certifying officer 
will call his attention to the terms contained in item 6 of the form and execute the 
certificate by completing part II of the form. The address to which the form is to 
be returned when completed by FHA will be entered in the lower right corner. 

3. DD Form 1159: Certificate of Employee Eligibility, has been referred to the 
Bureau of the Budget where it has been determined that clearance under the 
Federal Reports Act of 1952 is not required. 
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D. Records and reports 

1. Each military department will establish procedures to provide appropriate 
records of the issuance and disposition of DD Forms 1158 and 1159 in order to 
provide information on certification actions and on liability assumed under the 
guaranty provisions of the program. 

2. A monthly report on activities under the program will be prepared by each 
military department in accordance with the format shown in attachment 4 and 
submitted in duplicate to the Assistant Secretary of Defense (Properties and 
Installations) on or before the 25th day of the following month. 


E. Implementation 


The military departments will issue such orders, instructions, regulations, ete., 
as may be necessary to implement this instruction and will provide to the Assistant 
Secretary of Defense (Properties and Installations) six copies of all such documents 
at the time of issuance. 

IV. REPORT CONTROL SYMROL 


The reporting requirements of this instruction will be executed under report 
control symbol DD—P&I(M) 274. 


Rospert A. McDoweg .t, 
(For Floyd 8. Brvant, Assistant Secretary of Defense (Properties and 
Installations) ). 
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4165.27 (att 2) 
Jul 23, % 





CERTIFICATE OF NEED 
FOR FAMILY HOUSING FOR ESSENTIAL CIVILIAN EMPLOYEES OF THE ARMED FORCES 


FOR THE FEDERAL HOUSING ADMINISTRATION: 


This certification is made in connection with family housing'to be purchased or constructed for 
occupancy by essential, norf-temporary civilians employed at the installation named below and to 
be financed with mortgages insured under the authority contained in Section 809 of the National 
Housing Act as added by Public Lew 574, 84th Congress. 


(Name and address of inetallation) 


(Department of the Army, Navy or Air Force) 


in accordance with the provisions of Section 809 of the National Housing Act, as amended, the 
undersigned, as duly authorized designee of the Secretary of Defense, hereby certifies that: 


the military installation named above is a research 
or development installation of the Department; 


there is no present intention to substantially curtail 
the number of essential, non-temporary civilians pres- 
ently employed or to be employed at the installation 
by the Department or contractors thereof; and 


—_______ units of family nousing are required 
in the area of the installation to provide adequate 
family housing for such civilian employees. 


Pursuant to the Agreement between the Department of Defense and the Federal Housing Administration, 
it is further certified that the Military Department [_] will [_} will not guarantee the Armed Services Housing 


Mortgage Insurance Fund from loss with respect to insured mortgage loans on the number of units set forth 
above. 


'O NAME, TITLE,ORGANIZATION, AND AODRESS OF | SIGNATURE OF CERTIFYING OFFICER 


YING OFFICER 


——-- -— 
CERTIFICATE NO. 


OISTRIBUTION EXECUTED ORIGINAL TO FHA FIELD OFFICE DIRECTOR: EXECUTED COPY TO DESIGNATED MILITARY 
REPRESENTATIVE: CONFORMED COPIES TO ASD (P&M AND FHA COMMISSIONER 


DD . 9m. 1158 
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4165.27 (Att 3) 
APPLICATION FOR AND CERTIFICATE OF EMPLOYEE ELIGIBILITY 


(Housing for Essential Civilian Employees of the Armed Forces) 





PART | - APPLICATION FOR CERTIFICATE OF ELIGIBILITY (To be completed by employee) 


‘NAME OF EMPLOVEE (Lael, Firet, Middle Initial) 


: PRESENT LOCAL ADORESS OF EMPLOVEE 
. NAME ANO ADORESS oF mMiLIT ARY INST ALLATION | 


i EmMPLOYaO ey (Name of Military Department or Contractor thereof) 


©. HAVE YOU EVER BEEN ISSUED A CERTIFICATE OF ELIGIBILITY UNDER THIS PROGRAM? Cowo () ves (if “Yes, explain 
dlepoettion thereel) . 


s. I certify that lam currently employed as indicated above, “Thereby agree that in the event lem issued e | Certificate of 
Eligibility and subsequently obtain financing pursuant to the provisions of Section 809 of the Netione! Housing Act I will 
immediately notify the commanding officer of the above-named installation in writing when! terminate my ownership of the 
property so financed. I further agree that when I terminate ownership of seid property I will make every reasonable effort 
to sell to an eligible civilian who is employed at the above-named installetion. I undertetend that e subsequent Certificate 
of Eligibility cannot be issued unless I egree at that time to terminete my ownership of the property acquired under this 
certificate. 


_—-”—””—S™””:s« A $NA TURE OF EMPLOVEE 
' 


PART It - CERTIFICATE OF EMPLOYEE ELIGIBILITY 
(To be completed by Military Service) 


THIS CERTIFICATE MUST ACCOMPANY THE EMPLOYEE'S APPLICATION FOR LOAN 


. THIS IS TO CERTIFY THAT THE ABOVE-NAMED EMPLOYEE MEETS THE ELIGIBILITY REQUIREMENTS SET FORTH IN SECTION 
809 OF THE NATIONAL HOUSING ACT. THIS CERTIFICATE IS ISSUEO PURSUANT TO THE AUTHORITY CONTAINED IN THE CER- 
TIFICATE OF NEED IDENTIFIED BELOW. 


OATE TT YPEO NAME, TITLE, ORGANIZATION. AND AOORESS [SIGNATURE OF CERTIFYING OFFICER 
OF CERTIFYING CFFICER 
| 


CERTIFICATE OF 
NEEO NUMBER 


6. FHA CASE NUMBER 


(C) GUARANTEE REQUIRED 





(_] GUARANTEE NOT REQUIRED 


DD 508.1 
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Monthly Report on Activities Under Public Law 574, 84th Congress 
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Calendar No. 232 


85TH CONGRESS SENATE Report 
1st Session No. 232 


ee ————————— 


PROCEEDING AGAINST EDWARD A. HINTZ FOR 
CONTEMPT OF THE SENATE 


APRIL 15 (legislative day, Aprit 12), 1957.—Ordered to be printed 


May 16, 1957.—Amended and ordered to be reprinted 





Mr. Fuusricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. Res. 124] 


The Committee on Banking and Currency met on July 27, 1956, 
and approved a resolution authorizing an investigation of the Illinois 
banking situation and other matters in the committee’s jurisdiction, 
and further authorizing the holding of hearings on the subject outside 
the District of Columbia. 

The Committee on Banking and Currency, under rule XXV, 
paragraph (d), of the Standing Rules of the Senate, has jurisdiction 
over all proposed legislation and other matters pertaining to the 
following subjects: 

1. Banking and currency generally. 
* * * . * 


3. Deposit insurance. 
* * * + * 


The investigation of the Illinois banking situation was based, among 
other factors, on disclosure of the fact that Edward A. Hintz, the 
executive vice president (later president) of the Southmoor Bank & 
Trust Co., of Chicago, Ill., a State bank, deposits in which were 
insured by the Federal Deposit Insurance Corporation under the 
Federal Deposit Insurance Act (64 Stat. 873; 12 U.S. C. 1811), and 
which the Federal Deposit Insurance Corporation had charged with 
unsafe and unsound banking practices, had participated with the 
auditor of public accounts of Illinois, whose responsibilities included 
chartering and supervising State banks, in cashing at that bank ficti- 
tious and fraudulent State warrants in large amounts. 

Following an investigation by the committee’s staff in Washington 
and Chicago, the committee held hearings on September 21 and 25, 
1956, at which representatives of the Federal Deposit Insurance 
Corporation testified, among other things, concerning their actions in 
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connection with the situation at the Southmoor Bank & Trust Co., 
and concerning the adequacy of the Federal Deposit Insurance Act to 
protect the interests of the United States and the insured depositors. 
It was thereafter determined to hold public hearings in Chicago, IIl., 
at which testimony could be obtained from witnesses having knowledge 
of the administration of the Federal Deposit Insurance Act, including 
particularly Edward A. Hintz. 

As Edward A. Hintz was at that time confined at the Illinois State 
Penitentiary at Stateville-Joliet, Ill., in the custody of the warden of 
that institution, the chairman, after communicating with the Governor 
of the State of Illinois and the director of public safety of Illinois, 
petitioned the United States District Court for the Northern District 
of Illinois, Eastern Division, for the issuance out of that court of a 
writ of habeas corpus ad testificandum to the warden of the Illinois 
State Penitentiary at Stateville-—Joliet, Ill., to bring Edward A. Hintz, 
and others, before the committee to testify at its hearings. This 
petition was approved and the writ requested was granted on October 
4, 1956. 

In accordance with this writ of habeas corpus ad testificandum, 
Edward A. Hintz was brought by the said warden to the United States 
Courthouse at Chicago, IIl., and was held there subject to the direction 
of the committee. 

On October 9, 1956, the committee, having concluded taking testi- 
mony from previous witnesses, was ready to take the testimony of 
Edward A. Hintz. Before calling him to the witness stand, the 
committee, at the request of Edward A. Hintz, permitted John M. 
Leonard, Jr., Esq., attorney for Edward A. Hintz, to address it. Mr. 
Leonard, on behalf of his client, objected to the presence in the hearing 
room of television and moving picture cameras, radio equipment, and 
still cameras, and stated he would advise Edward A. Hintz not to 
testify except under the following conditions: 

While Edward A. Hintz was in the hearing room, television cameras 
must be turned off; and, while Edward A Hintz was testifying, 
moving-picture cameras, radio, and other recording equipment must 
not be operated and still photographs must not be taken anywhere in 
the room. 

The chairman ruled that these conditions were unacceptable, and 
that the hearing would proceed in accordance with the procedures 
previously established at the hearing; namely, the live television 
cameras would not be directed at a witness while he was testifying if 
he so requested, and still photographers would remain behind the 
witness’ table while he was testifying. 

Edward A. Hintz, having been called to the witness stand, thereupon 
refused to be sworn as a witness, and refused to answer one or more 
questions pertinent to the matter under inquiry, as appears in the 
record of such hearings on October 9, 1956, which record is made a part 
of this report. Excerpts from the record of these hearings are annexed 
and designated as “Exhibit No. 1.” 

As a result of the refusal of the said Edward A. Hintz to be sworn as 
a witness or to answer pursuant to such inquiry those questions put 
to him, as appears in the record, the committee was prevented from 
receiving testimony concerning the matter under inquiry by the com- 
mittee. 

The Committee on Banking and Currency of the United States 
Senate met on April 11, 1957, and, after reviewing the facts in this 
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matter set forth in this report, resolved to present to the United States 
Senate, for its action, a resolution requiring the United States attorney 
for the northern district of Illinois to proceed against the said Edward 
A. Hintz in the manner and in the form prescribed by law. 


Exuisit No. 1 
ILLINOIS BANKING SITUATION 


UniTeD States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill., Monday, October 8, 1956. 

The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:50 a. m., Senator J. W. Fulbright (chairman of the 
committee) prone, 

Present: Senator Fulbright. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Yingling, chief clerk; and 
James B. Cash, Jr., staff member. 

The CuatrMANn. The committee will come to order. 

This is a hearing of the Committee on Banking and Currency of 
the United States Senate. It is being held for the purpose of develop- 
ing information needed by the committee and by the United States 
Senate in connection with legislation. It also happens to be an 
investigation of the situation in which there is wide public interest. 

Because of this wide public interest, the committee wishes to enable 
the public to follow the course of the hearings. The committee is 
glad to do so because such public interest is entirely understandable 
and healthy. 

I am sure all of us are interested in making our democratic system 
function effectively, and our banking system is an important part of 
that system. 

Nevertheless, it must not be forgotten the purpose of the hearing 
is to obtain information for the use of the Senate and the Committee 
on Banking and Currency for legislative purposes. For this reason, 
nothing will be permitted in the room which will detract from the 
accomplishment of this purpose, and the arrangements which have 
been made to accommodate the interests of the public in the hearings 
will remain strictly subordinate to the committee’s need to get 
testimony for legislative purposes. 

The committee has assigned appropriate places to television, radio, 
and news services, leaving a substantial number of seats for interested 
members of the public. The committee will expect every person 
coming into the room, whether a member of the news services or a 
member of the public, to conduct himself so as to not interfere with 
the proceedings of the committee. 

Those members of the press who have been assigned to the press 
section in the jury box and the folding seats in front of the benches 
and in the front first row of benches may not go forward of the ropes 
marking out that section. 

We particularly want the still photographers to refrain from making 
flash pictures while testimony is being taken. It is very disturbing 
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to the witness. It is very disturbing to the person who’s asking tne 
questions. I don’t wish to restrict their picture taking except with 
that understanding—that they not interfere with the witnesses as 
this hearing is proceeding. Whatever they do, we expect them to do 
it in orderly and quiet fashion without creating disorder or confusion. 

Persons connected with the television, radio, and news services will 
remain in the places assigned to them and will not leave those places 
except when the performance of duty requires them to withdraw from 
the room. 

Members of the public will remain in their seats without conversa- 
tion or any other disturbance to the proceedings of the committee. 

The United States marshal, Mr. Kipp, is responsible for enforcing 
the directions of the committee in the interest of orderly procedure. 
Mr. Kipp or his deputies will be present in the room throughout the 
proceedings. They will remove from the room any person who con- 
ducts himself in a fashion which in the opinion of the committee 
violates the instructions of the committee or threatens to impede the 
orderly progress of the hearings. 

With the cooperation of all present, it is the committee’s expecta- 
tion that these Sparen will be conducted in a fashion consistent with 
the committee’s purpose to obtain information needed by the United 
States Senate in carrying out its legislative functions. 

On July 19, 1956, when newspaper accounts of the Hodge affair, as 
it involved federally insured banks, were brought to my attention, 
[ instructed the committee staff to make a preliminary inquiry into 
this matter as it related to the role of the Federal Deposit Insurance 
Corporation and the general jurisdiction of the committee. 

On July 27, 1956, the committee met and, after receiving a report 
of the preliminary staff investigation, unanimously approved a reso- 
lution authorizing an investigation of the Illinois banking situation 
and other matters in the committee’s jurisdiction. The committee 
also authorized the holding of hearings on this subject in the District 
of Columbia and elsewhere. Subsequently the staff interviewed wit- 
nesses and collected other data for the committee. 

On September 21 and 25, 1956, hearings were held in Washington, 
D. C., at which officials of the FDIC testified on matters pertaining 
to their dealings with the two Illinois b..nks involved, the former First 
State Bank of Elmwood Park and the Southmoor Bank & Trust Co., 
and with other persons, including State officials, involved in the 
affairs of those two banks. During the period immediately preceding 
these hearings and since then I have had an opportunity to review the 
material assembled by the staff. These hearings and the staff mate- 
rials make it abundantly clear that the Hodge affair raises many 
questions of concern to the committee, requiring firsthand information 
from persons in Illinois who have dealt directly with the two banks or 
have knowledge of the circumstances surrounding them. 

Therefore, on September 29, after first notifying members of the 
committee, I announced that hearings would be resumed in Chicago 
on October 8, which is today. 

Some of the problems which are of interest to the committee are 
outlined in a memorandum entitled ‘Problems Arising in the Illinois 
Banking Situation,’ which I shall place in the record at the end of 
this statement. 

In general, I should like to say that I am aware of the relationship 
between State banking systems and the Federal Government, and I 
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am not in the least anxious that the Federal authority should be 
extended or that it should supersede State authority. However, the 
circumstances surrounding the cases of those two banks and the re- 
lationship between the FDIC, on the one hand, and the Illinois law 
and its administration under former State Auditor Hodge, on the 
other hand, offer the committee an opportunity to examine into the 
question of the proper roles of these two, Federal and State, authorities. 

It is no answer to say that this is a matter for State law and admin- 
istration. The Federal Government has a great stake in this question. 
The Federal Deposit Insurance Corporation, a Federal Government 
corporation, is liable to depositors in State banking systems to the 
total amount, as of last year,-of approximately $63 billion, as against 
approximately $80 billion in the national banking system. The 
FDIC’s resources have been considered by the Congress to be ade- 
quate. But ultimately, of course, the Government of the United 
States is responsible. 

This huge potential liability of the Federal Government lies directly 
within the jurisdiction of this committee of Congress. 

As was so well illustrated in our hearings in Washington, the FDIC 
is greatly dependent upon State law and its administration. For 
example, these hearings illustrated problems which arise when the 
FDIC lacks authority to close a bank and is dependent upon State 
authority, while at the same time being liable to the bank’s depositors. 
In one instance, this resulted in insured depositors being deprived 
of the use of their own money for 7 weeks. 

My opinion, based upon my experience as chairman of a subcom- 
mittee which investigated the Reconstruction Finance Corporation, 
is that this is the proper way to understand this basic law and its 
administration: that is, on the basis of specific cases rather than in 
broad and general terms. It is by studying specific cases that we learn 
the application of general theories of law and administration and are 
able to make corrections in the law on the basis of its actual applica- 
tion. I think that we have already learned a great deal through our 
hearings in Washington and indeed the Federal Deposit Insurance 
officials have themselves discovered a number of areas in which they 
will recommend changes in the law as a result of those hearings. 

I hope that the hearings here may make a similar constructive 
contribution. 

These hearings will involve the old First State Bank of Elmwood 
Park, Elmwood Park, Ill. That bank is no longer in existence and 
anything which ‘may be said about it or about its successor, the Bank 
of Elmwood Park, should not be taken as a reflection upon the present 
status of that bank. 

The hearings will also involve the Southmoor Bank & Trust Co. 
We do not intend to inquire into the current status of that bank or 
its future prospects. The bank is operating under new ownership and 
new management, which I assume is satisfactory to the Federal De- 
posit Insurance Corporation and to the State auditor. Whatever 
problems the new management may have inherited from the old man- 
agement can, I expect, be worked out with the FDIC and the State 
auditor. 

I would appreciate it if any newspaper reports would make this 
clear: That is, that these hearings do not relate to the present con- 
ditions of the Bank of Elmwood Park and the Southmoor Bank & 
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concern. 


(The memorandum, 


Banking Situation,’’ follows:) 


PROBLEMS ARISING IN THE ILLINOIS BANKING SITUATION 


The staff study of the Illinois banking situation reveals a 
number of elements of concern to the committee, where cor- 
rective administrative action within the present laws may be 
appropriate, or where amendatory or new legislation may be 
found desirable. 

It should, however, be noted at the outset that, as might be 
expected where State banks not members of the Federal 
Reserve System, but insured by FDIC, are involved, many 
of the deficiencies which brought about this situation lie 
within State jurisdiction. Obviously, the committee can 
take no direct action to correct deficiencies in State adminis- 
trative practices or in State legislation. At the same time, it 
has become apparent that the FDIC, as it is now constituted, 
to a great extent must rely upon State law and administra- 
tion to protect depositors and, ultimately, its own insurance 
funds. Thus, the committee has a responsibility to deter- 
mine the adequacy of such State laws and administration. If 
such are inadequate, the Congress could require certain mini- 
mum standards for the availability of FDIC insurance within 
a State; or it could seek to minimize the reliance which FDIC 
now places upon State law or administration by giving FDIC 
greater authority for its own protection. 

1. FDIC examinations: In determining whether to provide 
insurance for a State nonmember bank, the FDIC is required 
to make a thorough examination of the bank (12 U.S. C. 
1815), and to give consideration to the following: 

“The financial history and condition of the bank, the ade- 
quacy of its capital structure, its future earnings prospects, 
the general character of its management, the convenience and 
needs of the community to be served by the bank, * * *” 
(12 U.S. C. 1816). 

Before insuring a State nonmember bank, the FDIC must 
also find that the bank’s “assets in excess of its capital 
requirements are adequate to enable it to meet all of its 
Liabilities to depositors and other creditors’ (12 U. S. C. 
1812). 

After the insurance is granted, an insured State nonmem- 
ber bank is required to make reports of condition to the 
FDIC as required (12 U. S. C. 1820 (e)), and the FDIC 
may send examiners to the bank whenever the FDIC Board 
of Directors thinks it is necessary (12 U. S. C. 1820 (b)). 
The FDIC may, after giving notice and after appropriate 
proceedings, terminate £ insurance if it finds that the bank 


or its officials have engaged in and will not correct ‘unsafe 
or unsound practices in conducting the business of such 
bank, or have knowingly or negligently permitted any of its 
officers or agents to violate any provision of any law or 
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regulation to which the insured bank is subject” (12 U.S. C. 
1818). 

Obviously the importance of effective examinations, and 
an effective staff of examiners, is vital to the success of 
FDIC operations. It would seem appropriate to inquire 
what FDIC standards and employment practices for exami- 
ners are, and how carefully they are supervised. It would 
also seem appropriate to inquire into the method and scope 
of the examinations, in order to determine whether the 
examinations are adequate to disclose all factors pertinent 
to the original decision to insure the bank’s deposits and the 
subsequent continuing decisions with respect to continuance 
or termination of the insurance. In aprticular it would be 
appropriate to inquire whether the examinations enable a 
timely discovery of problems, or whether problems are not 
discovered until they have become acute. 

In the case of the Southmoor Bank & Trust Co., unsatis- 
factory examination reports were made in 1948, 1953, 
February 1954, March 28, 1955, and November 21, 1955. 
A special examination in April 1956 revealed improper with- 
drawals, which presumably were not revealed by the earlier 
examinations. But neither the regular examinations nor the 
special examination revealed the aden transactions. 

2. FDIC actions after examination: FDIC has authority, 
under title 12, United States Code, section 1818, to initiate 
proceedings to terminate insurance when it finds “unsafe or 
unsound practices in conducting the business’ of the bank 
or when “any provision of any law or regulation to which 
the insured bank is subject” has been violated knowingly or 
negligently. Notice must be given to the bank and to the 
State supervisory authority in the case of a State bank, and 
the bank is given 120 days or less to correct the deficiencies. 
In the absence of corrections, FDIC is required to give 30 
days notice to the bank, setting a time and place for hearings, 
and after a hearing, the FDIC may make findings and 
terminate the insurance. Thix termination is effective at 
once as to future deposits, but previously insured deposits 
retain their protection for 2 years (12 U. S. C. 1818 (a)). 
Provisions are also made for FDIC acting as receiver for 
a closed insured bank (12 U.S. C. 1822) and for assumption 
transactions (12 U. S. C. 1818 (d), 12 U. S. C. 1821). 

Many of the problems which might be disclosed by an 
examination might be promptly corrected by the bank, when 
called to the attention of top officials. Others might be 
corrected if sufficient pressure were exerted on the bank. 
One form of pressure which might be exerted is the publica- 
tion of a portion of the examination report, provided by title 
12, United States Code, section 1828 (f). 

Accordingly, it would seem reasonable to expect that most 
undesirable practices could be corrected without any formal 
citation. 

It would seem appropriate for the committee to review the 
FDIC practices with respect to such informal correction of 
undesirable practices, and possibly to compare this experi- 
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ence with those of the Comptroller and the Federal Reserve 
System. While this would involve intangible and sub- 
jective factors, it would seem possible to find out whether 
FDIC examiners are generally successful in bringing about 
correction of deficiencies without formal proceedings. 

It would seem appropriate to review FDIC use of the for- 
mal citation process, both in the Southmoor case and gener- 
ally. It has been suggested that the citation process, involv- 
ing termination of insurance, is so drastic that it defeats its 
purpose, and that the imposition of financial penalties on the 
bank or the officers might be more effective. 

3. FDIC participation in assumption transactions: When an 
insured bank has reached such a condition that continued op- 
eration is no longer possible without assistance, FDIC has 
five alternatives: 

(1) Urge the appointment of a receiver or liquidator to 
liquidate the bank’s assets and pay off depositors (12 U.S.C. 
1821 (e)); 

(2) Organize a new national bank to assume the insured 
deposits of the closed bank (12 U.S. C. 1821 (b) (1)); 

(3) Make loans to or purchase the assets of or make de- 
posits in the insured bank, either before or after closing (12 
U. S. C. 1823 (e)): 

(4) Buy the assets of a closed insured bank from or make 
loans thereon to the receiver or liquidator of such bank 
(12 U.S. C. 1823 (d)); 

(5) Participate in an assumption transaction under which a 
new bank will take over the deposits and such assets as it 
wishes, together with cash from the sale of assets of the 
closed bank to FDIC (12 U.S. C. 1823 (e)). 

The two alternatives to which FDIC states it usually gives 
principal consideration are the receivership and the assump- 
tion process. Under the liquidation procedure, FDIC would 
insure payment of all deposits up to $10,000, as provided by 
law, but would undertake no responsibility for deposits over 
that amount. Under the assumption procedure, FDIC would 
participate, and would bear the financial burden of arrange- 
ments under which all depositors, regardless of amount, would 
have their entire deposits protected. 

The assumption procedure has the advantage of continuing 
a bank in operation. However, it may result in substantial 
FDIC liability to take care of deposits over $10,000, for 
which no premiums have been charged, and for which FDIC 
has no legal responsibility. In addition, FDIC may take 
actions which result in charges of injury to the stockholders 
of the old bank. 

It would be appropriate for the committee to review the 
FDIC activities in this regard in connection with the Bank 
of Elmwood Park (formerly First State Bank of Elmwood 
Park), and possibly other similar transactions, which it is 
understood are now the rule, rather than the exception as 
originally contemplated. 

4. Relation of FDIC legislation and administrative pro- 
cedures to State banking laws and procedures: In an article 
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in the June 1956 Illinois Bar Journal entitled ““A New Illinois 
Banking Act,” distributed in support of the referendum on 
this law at the November election, Mr. Rollin C. Huggins, 
attorney for the Northern Trust Co., makes the following 
comment about the new law: 

‘The spark for revision (of the Illinois Banking Act) came 
from the regulatory authority. In 1953 the auditor of public 
accounts was confronted with a situation of unsound banking 
practices involving three neighborhood banks in the Chicago 
area. His efforts (ultimately successful) directed at cor- 
rection thereof demonstrated the legal difficulty in effecting 
reorganization short of receivership. The legal deficiencies 
were particularly evident in working with the Federal 
Deposit Insurance Corporation. 


* * * *” * 


“Federal Legislation: To be effective a modern State bank- 
ing law must meet, coordinate and mesh with national law in 
certain areas. This is especially true in the merger and con- 
solidation areas.”’ 

As indicated above, the new Illinois Banking Act, which 
was approved on May 11, 1955, will become effective on Jan- 
uary 1, 1957, if approved by majority vote of all votes cast 
on the issue at the general election November 6, 1956. 
This new law attempts to meet, coordinate, and mesh with 
the Federal banking laws, particularly the FDIC Act, and 
especially in connection with reorganizations. 

This law was worked out by a committee of representa- 
tives of banks and public agencies, and has met with wide- 
spread approval in Illinois. Since the origin of this law was, 
in large part, the disclosure of legal inadequacies and defi- 

ciencies in the course of the reorganization of the Elmwood 
Park bank, it would seem appropriate to review the FDIC 
statute from the same point of view, and to ascertain whether 
any changes in the FDIC law are equally appropriate. In 
addition, it would seem appropriate to determine whether 
the revision of the Illinois Banking Act makes desirable any 
changes in the FDIC law. While the committee would 
not wish to be in the position of reviewing the merits of a 
State statute, it seems quite as appropriate for a committee 
of the United States Senate to consider the way in which 
State and Federal laws meet, coordinate and mesh with each 
other, as it is for State groups to do so. . 
Conflicts of interest: Several forms of conflicts of inter- 
est are disclosed by the study. 

Mr. John H. Russell, a member of the legal staff of FDIC, 
participated on behalf of FDIC in the negotiations leading 
up to the formation of the new Bank of Elmwood Park, 
which opened for business on May 27, 1953. Before the 
new bank had opened, its stockholders discussed with 
Russell the possibility of employment at the bank. In the 
latter part of June, Russell was offered the position of execu- 
tive vice president, with expectations of the presidency in 
ashort time. On June 30, 1953, Russell resigned from FDIC, 
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effective July 31, 1953. On August 1, 1953, he became 
executive vice president and on January 20, 19: 54, he became 
president. Russell’s salary with FDIC was $10,400; as 
executive vice president he received $10,000; as president, 
$15,000. It may also be noted that Russell requested and 
received a loan of $2,000 from Hodge in July 1953, which has 
not been repaid. 

Mr. Clare T. Ireland, senior examiner of FDIC in Chi- 
cago, who had examined the Southmoor Bank & Trust Co. 
in 1953, was offered the position of executive vice president 
of the bank on July 13, 1956. He accepted the position, at 
a salary of $15,000, compared with his salary of $10,535 at 
FDIC. He had been offered the job earlier, in April 1956, 
but had declined it. Ireland submitted his resignation on 
July 23, and it was accepted on August 7, 1956, when the 
new management of the bank took over. 

Mr. Eugene Gover, supervising examiner of FDIC in Chi- 
cago, had been offered the position in the Bank of Elmwood 
Park in 1953, but had declined it. 

These offers of increased salaries in bank positions (which 
may have also involved substantial expense accounts) raise 
the question whether they influenced the decisions of the 
officials involved. An offer of a position, at a substantial 
increase in salary, might well constitute a violation of the 
bribery statutes (19 U.S. C. 201, 202), if made to influence 
the official’s decision. Certainly the likelihood of such influ- 
ence would be as great as the offer or acceptance of a loan 
to an examiner, which are prohibited (18 U.S. C. 217, 218). 

A related question is the extent to which such employment 
violates the spirit and purpose of the law disqualifying former 
officers and employees in matters connected with former 
duties (18 U. S. C. 284). While in its present form this 
statute refers only to the prosecution of claims against the 
United States, Attorne »y General Brownell’s Memo No. 40 of 
August 27, 1953, interprets the provision broadly: 

“Accordingly, it is the position of the Department that the 
statute prohibits any former employee of the Federal Govern- 
ment, for a period of 2 years after leaving Government serv- 
ice, from representing any nongovernmental interest in any 
matter whatsoever ‘involving any subject matter directly 
connected with which such person was so employed or per- 
formed duty’ in which the United States is interested, 
directly or indirectly, whether as a party, as an enforcement 
agent, or otherwise.” 

It would seem, under this ruling, that a former bank 
examiner who had examined a bank, or a former counsel who 
had represented F'DIC on a liquidation or reorganization 
proceding relating to a bank, would be precluded from 
practically any dealings with FDIC on behalf of the bank for 
2 years. 

Another form of conflict of interests disclosed by the staff 
study is the secret acquisition by Orville Hodge, Illinois 
auditor of public accounts, of about one-third of the stock of 
the Bank of Elmwood Park, which had just opened after 
reorganization under this authority. The State might 
appropriately enact a statute forbidding an official having 
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regulatory authority over a corporation from owning an 
interest in the corporation. That would be primarily a 
matter of concern to the State, but the committee might 
properly consider legislation to deny FDIC insurance to any 
bank which is owned in part by an official having regulatory 
authority over the bank. 

6. Public deposits and political contributions. The staff 
study disclosed the existence of substantial deposits of 
State, county, and public administrator deposits in many 
banks, and especially substantial deposits of this sort in the 
Southmoor and Elmwood Park banks. These deposits, at 
1 percent interest or interest free, were valuable to the 
respective banks. 

Even in the absence of any impropriety, it would seem a 
questionable banking practice for an insured bank to put 
itself in the position of having a large proportion of its 
deposits belonging to a public body, subject to immediate 
withdrawal, or on 30 days’ notice. 

The Federal Government has already, in title 18, United 
States Code, section 610, expressed its interest and concern 
in campaign contributions by national banks and corpora- 
tions organized by authority of any law of Congress, and has 
prohibited any contributions by such organizations to any 
election to any political office, National, State, or local, 
regardless of amount. The Federal Government has also 
ysrohibited contributions by any corporation to elections to 
Federal office. 

While FDIC insured State banks are not now as poe 
restricted as are national banks, the committee might wish 
to consider whether FDIC insurance should be available to 
banks which are not as sharply restricted in this respect as 
are national banks. 

The committee might wish to consider the way in which 
bank officials and bank stockholders make ‘‘personal’’ con- 
tributions, which apparently accomplish the same results as 
a bank contribution. 

The problems lying primarily within State jurisdiction 
appear to be common to all States. For this reason, it 
would seem that FDIC might take an active interest in 
organizations and associations sponsoring and promoting 
uniform State legislation and uniform State administrative 
practices in the field of banking, at least to the extent of such 
minimum standards and provisions as might be found neces- 
sary and desirable. The committee might appropriately 
inquire into the extent to which such efforts are being made, 
without in any way interfering with State responsibility and 
jurisdiction under the dual banking system. 

* * * * * 


TUESDAY, OCTOBER 9, 1956 


Unrrep States SENATE COMMITTEE 
ON BANKING AND CURRENCY, 
Chicago, Ill. 
The committee met, pursuant to recess, in room 209, Federal Court 
Building, at 9:45 a. m., Senator J. W. Fulbright (chairman of the 
committee) presiding. 
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Present: Senator Fulbright. 

Also present: Robert A. Wallace, staff director; Donald L. Rogers, 
counsel; Matthew Hale, counsel; J. H. Y ingling, chief clerk; and 
James B. Cash, Jr., staff member. 

The Cuairman. The committee will come to order. Will you bring 
in the witness, please. 


* * * a * 


The CHarrMan. I think we will have a 5-minute recess before we 
call the next witness. 

(Whereupon, a recess was taken.) 

The CHAtRMAN. The committee will come to order. 

Mr. Leonard, representing Mr. Hintz, wishes to make a statement 
to the committee. Mr. Leonard. 


STATEMENT OF JOHN M. Leonarpb, Jr., ATTORNEY, ON BEHALF OF 
Epwarp HINntTz 


Mr. Leonarp. Thank you, Senator. 

Senator, | want to make a statement in behalf of Edward Hintz. 
I think the Senator and his committee should be informed of what 
Mr. Hintz has been through in the last several months. 

As you know, I have represented Mr. Hintz during this entire pro- 
ceeding. In addition to that, he and his wife have been personal 
friends of mine for many years. He was indicted by the United 
States grand jury for misapplication of funds under the Federal Bank- 
ing Act. Following this indictment he was again indicted in Sanga- 
mon County Circuit Court on various charges of conspiracy. The case 
and its ramifications, as you know, moved quite rapidly. 

On August 24 Mr. Hintz, upon my advice, pleaded guilty to the 
misapplication of funds in the United States district court before the 
Honorable Judge John Barnes. At that time he received a 3-year 
prison sentence with a stay of that sentence for 1 week. We felt at 
that time that Hintz was technically guilty of the violations of the 
Federal banking laws, even if these might have been through mis- 
judgment, and we feel that he received a fair sentence. 

On that same date Mr. Hintz and I appeared before the Senate 
Banking Committee staff investigators, Mr. Wallace and Mr. Rogers. 
and there gave our full cooperation. 

A few days later Mr. Hintz and I left my home at 4 0’clock in i 
morning and went down to Springfield and pleaded there in Sang 
mon County Circuit Court to the various charges of conspiracy against 
him. At that time I did not feel that Mr. Hintz was guilty, and I do 
not today, but because of the illness of his wife, because of his present 
financial situation, and because of the terrible strain that he had been 
under for the past 2 months we did plead guiltv and received some- 
what of a predetermined sentence not to exceed that of the United 
States Federal court. 

On August 31 we returned to Chicago and appeared before the 
Honorable Judge John Barnes again, and on our motion asked him 
to run the Federal sentence concurrent with that of the State. This 
motion was granted. 

But prior to that, 2 days prior to that, on August 29, we again 
appeared before the Senate Banking Committee, the staff investiga- 
tors, I believe Mr. Wallace and Mr. Hale. Again we gave our com- 
plete cooperation, with, as you would imagine, certain inconveniences 
in his last week of freedom and with a very sick wife. 
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Mr. Hintz was a well-respected man in the community. I still 
think he’s respected by those who know him and the surrounding 
circumstances of this case. 

I needn’t tell the committee of his background. I think they know. 
But he’s a man of 68 years of age. He’s been in the banking business 
for some 50 years, having started at Hamilton National Bank back 
in 1906 and working for the Peoples Trust from 1910 to 1932. As 
you recall, there were bank holidays at that time. 

He again went with the bank in 1935, and that was to help them 
reorganize. That was the Casper Bank on the West Side. 

He was with the Government in 1941 as a special examiner for the 
Foreign Funds Control of the United States Treasury. 

In 1942 he was chief administrative officer for the Chicago Alien 
Property Custodian of the FDIC. 

In 1943 he went with the South Shore National Bank as its vice 
president and then as its president. 

In 1948 he started at Southmoor as their executive vice president, 
was promoted to its president in May of 1956, and, at my suggestion, 
resigned July 13 of that year. 

I needn’t tell the committee of his associations with bankers’ groups, 
clubs, and civic organizations. He was a very civic-minded man as 
well as a charitable man. 

I’m making this statement for a threefold purpose. The first is to 
call attention of this committee to Mr. Hintz’ cooperation before the 
Senate Banking Committee staff investigators, Messrs. Wallace, 
Rogers, and Hele. At that time this committee had a reporter and 
took a complete transcript of what he was asked. There was nothing 
that he was asked, I don’t believe, that he did not answer to, and we 
certainly allowed the staff investigators sufficient time. 

realize that during those hearings that this statement was not 
sworn to. I have directed Mr. Hintz today to take an oath to the 
questions asked him on these statements if it would expedite matters 
in any way. I’m interested in a number of things in this case. Cer- 
tainly I want to see Mr. Hintz prosecuted if he “did anything wrong, 
but I don’t want to see any persecution of him. The newspapers and 
some of the members of this committee have mentioned about these 
hearings that concern me greatly, my second point that I’d like to 
bring to the committee’s attention for the foregoing reasons and others 
that are quite personal is what I have disc ussed with the Senator 
before we came in. 

I might say that Mrs. Hintz during all these troubles underwent a 
series of 2 operations, | a major one, and she did have a major oper- 
ation just 1 vear prior to that. 

My client, as I said, is a man that has been respected. You have 
asked him here today from a State prison in prison clothes. I feel 
that he has asked me that he did not want to appear before tele- 
vision cameras, or any sound instruments, or any reproduction equip- 
ment of any kind. This includes still pictures while he’s testifying. 

I have advised my clent that he’s within his rights to make this 
request because he tells me that he could not testify clearly, truth- 
fully, and correctly to this committee if such conditions exist. I be- 
lieve that he is telling me the truth when he tells that, and I can see 
where he’d be quite disturbed in testifying this way. 

I think that I could refer the committee to our own Illinois statutes 
that cover this and certainly some Federal cases if the committce 
so wishes. 
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I certainly want to assure the committee that he’s certainly not 
being capricious or arbitary in any extent. 

The third point that I would like to bring out is not one that affeets 
Mr. Hintz himself, but as a lawyer in the community I think it should 
he called to the committee’s attention. I know that Leon Marcus and 
J. L. Marcus and Mr. Rosene were indicted before the United States 
grand jury on misapplication this past week. Edward Epping is still 
under indictment in Sangamon County. I think questions which 
would concern anything arising out of these indictments would cer- 
tainly be unfair to these people and might tend to influence the out- 
come of their cases. I can’t see where they could get a fair trial. 

The CuarrMAN. Do you represent those gentlemen, too? 

Mr. Leonarp. No; 1 do not, sir. I’m a lawyer in the community, 
and I think the committee should be advised or inf‘ rmed of this con- 
dition. 1 don’t think they could get a fair trial if !l the statements 
come out. 

The CuarrMan. Do you think it’s proper for you to make a state- 
ment about their matters? We have been in touch with them and 
their lawyers. I believe it’s highly improper for you to use that as 
one of your reasons. 

Mr. Leonarp. Well, Senator, I think I was just interested in simple 
justice. 

The CHAIRMAN. So are we, just as interested as you are. 

Mr. Leonarp. We want to give our complete cooperation and will 
answer all questions that certainly have a legislative purpose of this 
committee which we have not already answered, but, of course, with- 
out the benefit of television and reproductions. 

The CHArRMAN. Does that complete your statement? 

Mr. Leonarp. Yes; it does. I’d like to be heard further on the 
point of television if Your Honor so desires. 

The CHAIRMAN. You proceed with your complete statement, and 
then we'll have to consider it. Go ahead. 

Mr. Leonarp. Fine, Your Honor. 

I’d like to cite you the Illinois statute covering this—chapter 51, 
section 57, Illinois Revised Statutes, which states—I believe it’s the 
last section and I’m quoting: 


No witness shall be compelled to testify in any proceedings 
conducted by a court, commission, administrative agency, 
or other tribunal in this State if any portion of his testimony 
is to be broadcast or televised or if motion pictures are to be 
taken of him while he is testifying. 
The CuairMan. Is it your theory that the Llinois statute applies 
to this committee while it is in session in the Federal courthouse? 
Mr. Leonarp. It is, Your Honor. 
The CuarRMAN. On what ground? Go ahead and develop it. 
Have you any precedent for that? 
Mr. Leonarp. I don’t have any precedent here, Your Honor, but 
I would imagine that the rules of evidence in civil cases are gov erned 
by the State rules of evidence. In criminal cases they are governed 
by the Federal rules. I think this is a civil case. 
The CHatrman. Mr. Leonard, this is not a civil case. This is an 
investigation by the Senate of the United States. 
Mr. Leonarp. That’s right. 
The CuHarrMAN. Under the Constitution the Senate of the United 
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States makes its own rules, and neither the State of Illinois nor any 
other State makes the rules of the Senate of the United States. 

Mr. Leonarp. Well, Your Honor, in the event that that doesn’t—— 

The Cuatrman. And just for the record, I’m just a Senator; I’m 
not “Your Honor,” This is not 

Mr. Lreonarp. I would like to feel that it is somewhat like a court, 
Senator. 

The CHArRMAN. It has some of the appearance of it, but this is an 
inquiry, the purpose of which is to Sieore, if possible, ways to 
improve our legislation—specifically that relating to the Federal De- 
posit Insurance Corporation. What you would consider rules of evi- 
dence applicable in criminal cases are not applicable to any Senate 
committee. There are many distinctions. t think you are in error 
in believing that the State of Illinois controls the matters which you 
referred to, but——— 

Mr. Leonarp. Assume for a moment, Senator, that you’re right on 
that point. I can also cite you a Federal case, U. S. v. Kleinman. 
That’s in 107 Fed. Supp. at page 407. I would imagine that your 
committee has read this case. 

The CuarrMANn. I think that has different factors too. Go ahead. 

Mr. Leonarp. This is one case that I rely on, Senator. 

The CuarrmMan. Do you wish to read the pertinent part of the 
holding which is applicable to these circumstances? 

Mr. LEONARD. T scale would. It’s a very short case, Your 
Honor. 

The CuHairnMAN. You go ahead and make your case. I wouldn’t 
want to cut you off at all 

Mr. LEONARD (reading): 





The defendants were indicted for contempt of Congress for 
refusing to testify before the special committee of the Senate 
investigating organized crime in interstate commerce. 


This was decided, Your Honor, on October 6, 1952. 


Both the prosecution and the defense waived trial by jury, 
and, therefore, the matter is for the court to decide. Since 
this case is without precedent, it is desirable that I give as 
simply as possible the reasons for the views I hold and the 
conclusions that I have reached. 


I’m reading from the judge’s opinion, Your Honor. 


The committee had information that the defendants were 
leaders in extensive gambling operations which crossed State 
lines from their headquarters in Cleveland. They were 
subpenaed to testify before the committee in Washington. 
When they appeared, each refused to answer any questions, 
and each made practically identical statements as to why he 
would not do so. Neither claimed constitutional protection 
against self-incrimination but instead generalized that his 
constitutional rights would be violated if compelled to testify 
while being televised with newsreel cameras and other 
apparatus in operation. 


A lot of this is immaterial; so I’ll skip it to this point: In view of 
the fact it’s a new case, it might interest the Senator— 


The only reason for having a witness on the stand either 
before a committee of Congress or before a court is to get a 
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thoughtful, calm, considered, and, it is to be hoped, truthful 
disclosure of the facts. That is not alw ays accomplished 
even under the best of circumstances, but at least the atmos- 
phere of the forum should lend itself to that end. 

In the cases now to be decided, the stipulation of fact dis- 
closed that there were in close proximity to the witness televi- 
sion cameras, newsreel cameras, news photographers with 

their equipment, flashbulbs, radio microphones, a large 
hearing room with spectators wn along the walls, et 
cetera 


which is exactly the case here, Senator. 

The CHatrMaANn. Mr. Leonard, I don’t wish to let that pass without 
observing that I think that this hearing has been conducted in an 
extremely quiet and well-ordered atmosphere, a well-conducted hear- 
ing. The press, especially the still photographers, have been unusually 
cooperative, and I don’t think that there has been the slightest com- 
plaint from the preceding witness. The cameras make no noise, and 
there have been no flashlights. I think the record should show that 
I certainly don’t agree with your characterization of this committee 
hearing as being in any way distracting to the witness. It was not 
in Mr. Hodge’s case. We agreed with all that Mr. Hodge requested. 
Mr. Hodge had just come from the hospital and was nervous, as any- 
one could see. All that he requested was that the television camera 
not be turned upon him while he was testifying, and we agreed to 
that, and proceeded. Not once did Mr. Hodge indicate the slightest 
distraction by noise on the part of either the press, the cameramen, 
or the audience. 

I think the record should show that. I don’t know whether you 
were here or not, Mr. Leonard. 

Mr. Leonarp. Senator, I think the record should also show that | 
observed both Mr. Hodge’s testimony and that of the previous wit- 
ness, and I also had an opportunity to see it on television, and I do 
think that it’s a tremendous distraction. 

The CHatrMAN. Maybe you’re more sensitive than Mr. Hodge. | 
can imagine there are some people who are so sensitive-——— 

Mr. Leonarp. I would imagine, Senator, that I’m not representing 
Mr. Hodge. I’m representing Mr. Hintz, and I know Mr. Hintz as a 
friend for many years, and I know his personal problems at this time. 

The CHarrMaAn. Well, go ahead and make— 

Mr. Leonarp. That’s my case, Your Honor—or Senator. 

The CHarrMan. Is that all you have? 

Mr. Leonarp. Yes. 

The CHarrMAN. Then am I as chairman of the committee to under- 
stand that unless I agree to the conditions which you have laid down 
that you will advise your client not to testify at all before this com- 
mittee? 

Mr. Leonarp. That’s right, Senator. 

“The CHAIRMAN. Just to be clear about those terms, if I understood 
you correctly they are as follows: That Mr. Hintz after he starts his 
testimony is not to be televised at all, no movies at all, no radio, no 
recording of any kind, and no still pictures anywhere in the room 
while he’s testifying, but that prior to his testifying they can do 
these various things? Is that correct? 

Mr. Leonarp. I would prefer, Senator, not to have television even 
prior to his testimony. I would prefer him not to be on television 
at all. 
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The CuHarrMAn. Well 

Mr. Leonarp. You see, it’s something that goes a little deeper-—— 

The Cuarrman. In order to understand you correctly—you under- 
stand this involves, in a sense, precedents which might be used in the 
future, and it’s an extremely serious matter to exclude the public, 
exclude their ability to understand matters of this kind. And I, 
sitting here as a committee, am reluctant to take precipitate action. 
I want to understand exactly. When you say you “prefer,” as I 
understand it, is that one of the conditions you lay down? 

Mr. Leonarp. It’s one of the conditions. 

The CuHarrMan. It isn’t a matter of your preference or mine. | 
want to get the terms of the proposal you’re making—that if we do 
not agree to this you will advise your client not to testify? 

Mr. Leonarp. That’s right, Senator. 

The CHarrMan. Well, then, I believe now we understand the con- 
ditions: That television is not to be turned on at anytime 

Mr. Leonarp. That’s right, Senator. 

The CHarrMAN. But that the other means of recording that we 
mentioned may be used up until the time that he begins his testimony 
but thereafter are not to be used. Is that correct? 

Mr. Leonarp. That’s right, Senator. 

The CuHarrMan. I think that it having reached 12:15, and this be- 
ing the first time in my experience as a Senator that such a request 
has ever been made, that I shall recess the hearing to give me an 
opportunity to consult with the legal members of the staff and to 
arrive at a decision about this matter. I don’t wish to rule on it off 
the cuff. So if you will stand by, we’ll recess until 2 o’clock and give 
me an opportunity to consider it. 

Mr. Leonarp. Thank you, Senator. 

The CHatrMAN. It isn’t only the seriousness of this case and of this 
witness, but I’m reluctant to take quick action because of the possible 
effect in the future on all other witnesses. 

Mr. Leonarp. Thank you, Senator. 

The CHarrMAN. The committee stands in recess. 

(Whereupon, at 12:15 p. m., the committee recessed to reconvene 
at 2 p. m., tais date.) 





AFTERNOON SESSION 


The CyairMANn. Will the committee come to order? I do hope you 
will all be cooperative and be very orderly and be very quiet. 

Mr. Marshal, will you bring in Mr. Hintz and Mr. Leonard? 

Mr. Leonarp. Have you made a ruling on Mr. Hintz’ appearance? 
I would as soon have Mr. Hintz not appear before the committee be- 
fore that ruling is made, if it is all right with the Senator. 

The CHArrMAN. I would ask the television cameras not to focus on 
Mr. Hintz until the committee’s ruling is made. 

Will you still cameramen please desist and retire to your places 
here? You have plenty of pictures now. This is an unusual situa- 
tion we are confronted with. 

I have had an opportunity to consider the arguments made by coun- 
sel for Mr. Hintz, and I am prepared to rule on them. I have also 
examined the case cited by the counsel: I think it is evident that the 
circumstances surrounding the Kleinman case cited by counsel are 
by no means identical to this case. The record will show that two 
witnesses have already testified under the conditions now existing in 
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this room. Neither of these witnesses at any time contended that 
the circumstances in this room interfered with their ability to testify. 
My view of the case which counsel has cited is that this is the only basis 
upon which a refusal to testify can be based, that the circumstances 
of the hearing render the witness unable to testify truthfully. I cite 
a number of factors surrounding the Kleinman case mentioned in the 
Court’s opinion which do not exist here. 

Here in my judgment the television and newsreel cameras are not 
in close proximity to the witness. Instead, they are banked against 
the wall at a reasonable distance from the witness. Here in my judg- 
ment the news photographers are also not in close proximity to the 
witness. With the bright lighting of the room, their flashbulbs are 
not distracting. 

While this is a large courtroom and at the moment it is well filled, 
all of the spectators have been seated and have been quiet. No spec- 
tators up until this moment have been standing around the walls. 

Mr. Marshal, I call that to your attention. As a matter of fact, 
throughout these hearings there have been none standing around the 
walls during the hearing of the other witnesses. I note there are a 
few standing in the back by the wall. 

However, the committee will accord to you, Mr. Hintz, the same 
consideration given to Mr. Hodge by restricting the live television 
so as not to include you. These are specific instances in which, in my 
judgment, the situation differs here from the situation in the Klien- 
man case. 

I consider even more important than these specific distinctions the 
fact that both the audience and the members of the press and televi- 
sion, radio services have conducted themselves while in this hearing 
room in an orderly and dignified fashion which has not appeared to 
distress or inconvenience either of the previous witnesses or cause 
them difficulty in giving their testimony. 

Neither the witness nor his counsel have a right to object on the 
basis of the means of communication which are used by various 
media to transmit this hearing to the public. The decision that public 
hearings be held is solely within the discretion of the committee itself. 
This having been decided, it is not proper for me now to decide that 
the committee should discriminate among the various means of public 
communication. To do so in the absence of a definite showing that 
the witness will be rendered unable to testify truthfully would amount 
to a decision by me that the public is not entitled to determine which 
means of communication it desires to use. Thus, it is in effect a form 
of censorship. 

For the reasons which I have stated, I therefore overrule the coun- 
sel’s request. 

Mr. Leonarp. Mr. Senator, may I address the committee again? 

The CuarrMan. I would like to order the cameramen, the television 
cameramen, not to televise Mr. Hintz, and I would like the still camera- 
men to move back behind the table where you have been during the 
testimony of the previous witnesses. 

Mr. Leonarp. Senator, may I address the committee? 

The CHAIRMAN. Just one moment and you may. 

Move back away from the witness. 

Now, Mr. Leonard. 

Mr. Leonarp. Senator, I want to thank you for allowing me to dis- 
cuss this matter with you this morning. I respectfully disagree with 
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the Senator as to the close proximity of the television cameras and the 
news photographers. I would say there must be at least 40 pieces of 
equipment, or maybe upward to a hundred, in this room at this time. 
I am not going to repeat what I said this morning, but I think it also 
should be noted by this committee that Mr. Hintz, while down in 
Joliet, has been in the hospital and has undergone a great amount of 
pain in his situation. He has been unable to sleep the last few days on 
account of this hearing, having come up here, of all things, in chains, 
with a prison suit and a prison haircut. His request is not only based 
upon the interference here, but with these surrounding circumstances, 
I can’t see how my client can possibly give his full cooperation to 
this committee in his testimony. 

I think this interference is too much for this man at this time. We 
want to cooperate with the committee. We have cooperated with the 
committee, and I think they should allow our request in this regard. 

The Crarrman. Mr. Leonard, I have made the ruling. I would 
like to point out, of course, that the circumstances which you mention 
are in no way attributable to this committee. They are circumstances 
arising out of entirely different matters. I am unable to see where 
Mr. Hintz in any respect, any substantial respect, is in any different 
circumstances than Mr. Hodge. We have had Mr. Hodge ee a day 
and one-half. At least so cas as his personal comfort or conven- 
— was concerned, he gave no evidence whatever of being unable to 
testify. 

I am quite unable to see any distinction between your client’s posi- 
tion and that of Mr. Hodge. I regret that my ruling must stand. I 
cannot agree with your reasoning. 

Mr. Leonarp. Senator, I didn’t represent Mr. Hodge. As I said 
before, I represent Mr. Hintz. I feel that these apparatus are going 
to interfere with his good testimony before this committee. We have 
cooperated with this committee on two different occasions. 

I advise my client he does not have to testify under these conditions, 
which advice I will stand by. 

The CHairMAN. Mr. Leonard, I don’t wish to argue the matter. 
But the members of the staff have informed me that you have not co- 
operated with the committee in many instances. Mr. Wallace pointed 
that out to you a moment ago when we were discussing the matter in 
the anteroom. It wasn’t with me, but it was with members of the 
Sie when they sought to see you and to subpena Mr. Hintz. 

uw 

Mr. Leonarp. Senator, if that is the case, I think Mr. Wallace 
should state it before this committee so I could also state my side of it. 
I think Mr. Hintz did cooperate with this committee on two occasions, 
August 24 and August 29, his last week of freedom after his wife was 
recovering from a very serious operation. 

The CuarrMAN. I don’t know that it is necessary to go into that. 
The question in issue is whether you are going to cooperate now with 
the committee in this hearing. 

Mr. Leonarp. He wants to very much, Senator. 

The CuarrMan. Yes. I am prepared to proceed. Mr. Hintz, will 
you stand and be sworn? 
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STATEMENT OF Epwarp Hinrz, AccoMPANIED BY JOHN M. Leonarp, 
Jr., His ATroRNEY 


Mr. Hinz. Mr. Senator, I will have to follow the advice of my 
counsel here in this matter. 

The Cuarrman. Then you refuse to be sworn; do I understand that? 

Mr. Hintz. Have I refused before? No. 

The CuarrMAN. I say, do you now refuse to be sworn and do you 
now refuse to testify? 

Mr. Leonarp. No, Senator; he doesn’t refuse to be sworn or to 
testify under the conditions that we have asked. 

The CuarrMan. Then I ask that you take the stand and be sworn, 
Mr. Hintz. 

Mr. Lronarp. Senator, these conditions still exist. 

The CuarrMan. I don’t know how much plainer I can make it to 
you, Mr. Leonard. I overruled your reasons. As chairman of the 
committee, I direct, Mr. Hintz, that you be sworn and answer 
questions. 

It is your privilege, power, if you like, but before you do take the 
final decision, I feel that I ought to read to you, Mr. Hintz, the perti- 
nent section from the statutes. I quote from the Senate Manual, 
General and Permanent Laws relating to the Senate, section 192 of 
title II of the United States Code, page 210 of the volume I have before 
me. I think I should read it to you to be sure that you understand 
what is involved in your refusal to testify before the committee. 


Every person who having been summoned as a witness by 
the authority of either House of Congress to give testimony or 
to produce papers upon any matter under inquiry before 
either House, or any joint committee established by joint 
or concurrent resolution of the two Houses of Congress, or any 
committee of either House of Congress who willfully makes 
default, or who, having appeared, refuses to answer any ques- 
tion pertinent to the question under inquiry, shall be deemed 
guilty of a misdemeanor, punishable by a fine of not more 
than $1,000 nor less than $100, and imprisonment in a 
common jail for not less than 1 month nor more than 12 
months. (Revised Statutes, section 102; June 22, 1938, 
ch. 594, 52 Stat. 942.) 


The question now, Mr. Hintz, is, of course, primarily really for you 
to decide. I would like to put a question to you. Were you an official 
of the bank, the Southmoor bank, during last year? You understand 
the rights and penalties. 

I may say to you in fairness, if you refuse I shall recommend to the 
committee that you be cited, that the committee pass a resolution 
citing you for contempt of the Senate. 

Mr. Hintz. May I consult with my counsel, please? 

The CuarrMaNn. Certainly you may. I hope you will. 

May we have order in the room? Be quiet, please. 

Mr. Hinrz. Mr. Senator, may I say I am not willfully refusing, 
but upon advice of counsel, under present circumstances which he has 
outlined, I shall have to refrain from testifying before this body. 

The Cuarrman. Mr. Hintz, I think I should, of course, explain and 
give you every opportunity to answer. I have asked you a question 
which I am sure is pertinent to this inquiry. You were an officer of 
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the Southmoor Bank & Trust Co. in April 1956? Do you refuse to 
answer that question? 

Mr. Hinrz. Until we have this other matter definitely settled, sir. 

The CHarrMAN. Under the circumstances as they now exist, you 
refuse to answer that question? 

Mr. Hintz. Yes, sir. 

The CHairman. Mr. Hintz, if I may cite one other circumstance 
that I didn’t particularly wish to mention, but I think is pertinent: 
for a number of years you officiated in prizefights; did you not? 

Mr. Leonarp. Yes; he did, Your Honor, since 1930. 

The CuarRMANn. You can answer. 

Mr. Leonarp. Yes. 

The CHarrMAN. And at prizefights is it customary to have television 
cameras about? Is it a quiet or a lively affair? 

Mr. Leonarp. It is a lively affair. 

The CuatrMAn. For many years you have been accustomed to 
operating and making decisions involving large amounts of money, for 
example, for contestants under conditions much more unruly than this; 
have you not? 

Mr. Hintz. But, Mr. Senator, the interesting thing is you don’t find 
the people around the ringside as we do here. 

The CHarrMAN. That you what? 

Mr. Hintz. You don’t find the numbers at the ringside. They are 
home watching their television. 

The CHAIRMAN. You mean more people are in this room than there 
were at the prizefight? 

Mr. Hintz. Sometimes I have seen very few more at a prizefight 
than we have right here. 

The CHarrMAN. You see, you weren’t objecting to the people in 
the room. You know you have no right to object to the people. in 
this room. It is a public hearing. You are objecting to the television 
cameras. It is my impression, although I haven’t been to a prizefight 
in many years, they are very much in evidence at the prizefight. 

Mr. Hintz. Well, conditions have changed, Mr. Senator, a lot; 
have they not? 

The CuarrMANn. One fight I believe you officiated in, the Saxton- 
Basilio fight, that was televised, wasn’t it? 

Mr. Leonarp. That was televised, Senator, and that question has 
come up in your committee before. 

The CuarrRMAN. I am unable to understand the good faith of an 
objection because of confusion in this room. As a matter of fact, I 
have been in many hearings. For 2 years I held hearings on the RFC, 
among other things. This is as quiet as is customarily found in a 
courtroom, for that matter, except for the cameras. That is, the 
decorum of the people who are present here is certainly equal to that 
in a courtroom. And as far as the cameras go, that has become a 
common part of our everyday hearings in all committees in the Senate, 

I am quite unable to understand your objection. So that after that 
further explanation, Mr. Hintz, in order to make this record without 
any question, I would like to ask you another question. 

Mr. Hintz, were you at one time treasurer of the [linois Bankers 
Association and chairman of group 1 of the Illinois Bankers Associa- 
tion, Cook County? 

Mr. Leonarp. Senator, Mr. Hintz has made it clear to the Senator 
and this committee that he doesn’t wish to testify while conditions 
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exist as they are. He is not willfully refusing to testify. He would 
like to cooperate with the Senator and this committee. But he just 
doesn’t want to testify for the facts and the reasons that I have 
outlined before to the Senator. 

The CHarrMAN. Mr. Hintz, as chairman of the Committee on 
Banking and Currency, I direct you to answer that last question. 

Mr. Hintz. May I ask counsel to speak for me on that, sir? 

The CuarrMan. I think you should make the record clear that you 
do or do not. I direct you, order and direct you to answer the 
question. I think you should make very clear your position. 

Mr. Hinz. I will have to rely on the advice of counsel, and the 
decision of counsel is final as far as I am concerned. 

The CHarrMAN. You refuse to answer? Is that clear in the record? 
Did you say ‘‘Yes’’? 

Mr. Leonarp. Mr. Hintz is not answering, Senator, under these 
conditions. As you can see, the cameras are now focused on him, and 
they are not more than 10 or 11 feet away from him at the very most. 

The Cuarrman. He has never agreed to testify yet. Your request 
was they not be on him when he testified. 

Mr. Leonarp. The Senator is asking many questions. They are 
still on. 

The CuarrMan. All I ask is that he make the record clear. I direct 
him to answer the question, and he refuses. 

Mr. Leonarp. If you recall my request, my request was that the 
television cameras wouldn’t be on. 

The CHartRMAN. I made the ruling, Mr. Leonard. I have made the 
ruling and you have heard the ruling. I wish to complete the record. 
Mr. Hintz, do you refuse, after being directed to answer the question, 
do you refuse to answer the question? 

Mr. Lronarp. He does so refuse on the advice of counsel; yes. 

The CuarrMan. Mr. Marshal, you may remove the witness. 

(The unsworn testimony of Mr. Hintz appears at p. 1213.) 

The CHarrMan. The committee will stand in recess for 5 minutes, 


Unitep States District Court, NortHern District or ILuINo!s, 
EastTERN Division 


In the Matter of Hearings by the Committee on Banking and Currency 
oj the United States Senate 


WRIT OF HABEAS CORPUS AD TESTIFICANDUM 


THE PRESIDENT OF THE UNITED States OF AMERICA. 

To Mr. JosepH E. Racen, Warden of the Illinois State Penitentiary 
at Stateville-Joliet, Iil., Greetings: 

You are hereby commanded to bring the bodies of Orville E. Hodge, 


Edward A. Hintz, and Edward A. Epping, oe. even in the Illinois 
State Penitentiary at Stateville-Joliet, Ill., as it is said, before the 
Committee on Banking and Currency of the U iat States Senate 
at 9 a. m., on October 8, 1956, and every day thereafter until com- 
pletion of the hearings, or until the committee no longer requires 
the presence of said witnesses, or any of them, in the offices of said 
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committee in the United States Courthouse, 219 South Clark Street, 
Chicago, Ill., said offices being at room 227 of said courthouse, or 
such other room in said courthouse as may be selected for the com- 
mittee’s hearings, as witnesses in hearings to be held by said com- 
mittee, and thereafter to be returned to the said penitentiaty in 
Joliet, lll., under safe and secure conduct, and have you then and 
there this writ. 

To the marshal of the northern district of Illinois to execute. 

Witness the Honorable Michael L. Igoe, judge of the United 
States District Court for the Northern District of Illinois, Eastern 
Division, this 4th day of October 1956. 


Roy H. Jounson, 
Clerk. 

THELMA BENSON, 
Deputy Clerk. 
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NATIONAL MENTAL HEALTH WEEK 





Apri 15 (legislative day, Aprit 12), 1957.—Ordered to be printed 





Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §. J. Res. 70] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 70) requesting the President to proclaim the week 
April 28 to May 4, 1957, inclusive, as National Mental Health Week, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the resolution be agreed to. 


PURPOSE 


The purpose of the proposed resolution is to authorize and request 
the President of the United States to proclaim the week April 28 to 
May 4, 1957, inclusive, as National Mental Health Week. 


STATEMENT 


Mental illness has been called the Nation’s No. 1 health problem, 
and represents a challenge to our entire Nation. Both Federal and 
State Government agencies are doing their utmost, within their 
financial limits, and within the limit imposed by the severe shortage 
of trained psychiatric personnel to combat this medical problem. 

The committee bas been informed by the National Association for 
Mental Health that the steep 25-year climb of our mental hospital 
rolls is showing evidence of slowing down. This climb may, as a 
matter of fact, have actually been broken. In 1955, the association 
points out, the number of resident patients in the Nation’s mental 
hospitals rose by only 6,000, compared with an average annual rise 
of 12,000 in the previous 10 years, and an average rise of 10,000 for 
the entire period of 1930 to 1955. 

There is further evidence that when the figures for 1956 are com- 
plete, they will actually show a decrease in total hospital rolls. If 
this happens, it will be the first time in the entire history of recorded 
mental-hospital statistics that this has occurred. 
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Until about 1954 and 1955, a State-by-State review of hospital 
figures produced the same aaamnans evidence year after year— 
evidence that hospital rolls continued to increase without any sign of 
letup. Then in 1954 and 1955 the picture began to change. First 
one State and then another and then another “began to report that 
the rise was slackening off; that discharges were beginning to exceed 
admissions, and that end-of- the-year figures were lower than for the 
previous year. At first, this evidence came from only a few States. 
Now we find for 1956 that this is not simply an accidental occurrence; 
that it is happening in many States, and that actually a natural trend 
may be developing. This is heartening news, and it is hoped the 
trend will continue. 

This progress in mental health during the past few years has not 
come about by itself. It takes continued public education, profes- 
sional guidance and coordinated citizen action in the communities. 
It is to be noted that from a small band of interested citizens, the 
National Association for Mental Health has grown into a large national 
citizens’ organization, with great influences in the Nation and in the 
communities. This organization has brought hundreds of thousands 
and even millions of citizens in their communities into action for the 
improvement of the plight of the mentally ill. It is on this organiza- 
tion and its affiliates that reliance must be placed to provide leader- 
ship for expanded progress in the mental health field. 

This year the slogan for Mental Health Week, which will be observed 
April 28 to May 4, is: ‘““The mentally ill can come back—help them.” 
This appeal is made to the entire Nation. This appeal calls for 
participation of millions of Americans in the observance of Mental 
Health Week and in the fund-raising drive of the National Association 
for Mental Health. 

The committee deems it particularly important that the American 
people be aroused to the plight of the mentally ill; be made aware 
of the hopeful outlook; be organized in their communities in citizens’ 
mental health associations to combat this disease in every way 
possible, and be stimulated to cooperate wholeheartedly with the 
National Association for Mental Health, which nationally and 
through its local and State mental health associations has been lead- 
ing the fight against mental illness. 

‘During the week of April 28 to May 4, inclusive, the National 
Association for Mental Health and its hundreds of State and local 
mental health associations are conducting the national observance 
of Mental Health Week—an observance that reaches into thousands 
of communities in every one of the 48 States and which is supported 
by thousands of Government, professional, and citizens’ organiza- 
tions. The purpose of Mental Health Week is to carry on an educa- 
tional program and to help organize all the forces in the country for 
a continued frontal attack against mental illness. The committee 
sincerely believes that this resolution has a meritorious purpose and 
would serve to alert our citizenry to the problems of our mentallv 
ill, and, accordingly, recommends favorable consideration of Senate 
Joint Resolution 70, without amendment. 
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SECOND URGENT DEFICIENCY APPROPRIATION BILL, 


1957 
Aprit 16, 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 6870] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6870) making appropriations for the fiscal year ending June 
30, 1957, and for other purposes, report the same to the Senate with 
various amendments and present herewith information relative to 
the changes made. 


Amount of bill as passed House........-.------------ $48, 990, 000 
Amount of increase by Senate committee__.-.....-...- - +871, 000 

Amount of bill as reported to Senate_._..------ 49, 861, 000 
Amount of Budget estimates.......................- 55, 100, 000 
Under Budget cotametet.. on 6.4 cn cccducdwndescsccscn —5, 239, 000 
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The committee concurs in the action of the House in the appropria- 
tions and loan authorizations recommended for the Department of 
Agriculture, the Department of Commerce, the Forest Service, the 
Department of Justice, and the Department of Health, Education, 
and Welfare. With reference to the Post Office Department, the 
supplemental budget estimate is in the amount of $47 million. The 
House Committee on Appropriations recommended an appropriation 
of $41 million or a reduction of $6 million in the budget estimate. 
The House in passing the bill on April 15, 1957, agreed with the action 
of the House committee. The committee concurs in the action of the 
House in recommending an appropriation of $41 million. 

For the legislative branch, the committee recommends total appro- 
priations of $871,000 for the Senate and $290,000 for the House. The 
details of the Senate items are described in the report. 








CHAPTER VII 
LEGISLATIVE BRANCH 
SENATE 


OFFICE OF THE VICE PRESIDENT 


The committee has allowed an additional sum for clerical assistance 
to the Vice President in the amount of $5,000. 


ADMINISTRATIVE AND CLERICAL ASSISTANTS TO SENATORS 


The committee recommends that the following paragraphs making 
provision for additional clerical assistants to each of the Senators 
from the States of Louisiana, Ohio, and Texas be added to the bill: 


Administrative and clerical assistants to Senators: For an 
additional amount for administrative and clerical assistants for 
each Senator from the States of Louisiana and Ohio so that the 
allowance for each Senator from the State of Louisiana will be 
equal to that allowed Senators from States having a population 
of over three million, the population of said State having exceeded 
three million inhabitants, and so that the allowance for each 
Senator from the State of Ohio will be equal to that allowed Sena- 
tors from States having a population of over nine million, the 
population of said State having exceeded nine million inhabit- 
ants, $8,000. 

Administrative and clerical assistants to Senators: For an 
additional amount for administrative and clerical assistants for 
Senators, to provide additional clerical assistants for each 
Senator from the State of Texas so that the allowance for each 
Senator from said State will be equal to that allowed Senators 
from States having a population of over nine million, the popu- 
lation of said State having exceeded nine million inhabitants, 
$2,000. 

INQUIRIES AND INVESTIGATIONS 


The committee recommends an additional amount of $25,000 for 
the fiscal year 1956, and the sum of $820,000 for the remainder of the 
fiscal year 1957. 


AUTOMOBILES FOR THE PRESIDENT PRO TEMPORE AND THE MAJORITY 
AND MINORITY LEADERS 


The following paragraphs are recommended for inclusion in the bill: 


Automobile for the President pro tempore: For an additional 
amount for purchase, exchange, driving, maintenance, and 
operation of an automobile for the President pro tempore of the 
Senate, $2,000. 
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Automobiles for the majority and minority leaders: For an 
additional amount for purchase, exchange, driving, mainte- 
nance, and operation of two automobiles, one for the majority 
leader of the Senate, and one for the minority leader of the 
Senate, $4,000. 


Annual trade-ins for the vehicles referred to would require approxi- 
mately $3,500 per vehicle, which added to the salary of chauffeur and 
operation and maintenance would require an annual appropriation of 
$10,600, or a total of $21,200 for a 2-year period. 

Biannual exchanges would require approximately $5,500 in each odd 
numbered year. The appropriation required to trade-in biannually, 
including the salary of chauffeur and operation and maintenance, 
would be $12,600 in the odd numbered year and $7,100 in the even 
numbered year, or a combined total of $19,700 for the 2 years. 

By making biannual exchanges a saving of $1,500 on each vehicle 
over the 2-year period will result. 

The above amendments will permit the trade-in of vehicles during 
the odd-numbered year (1957). If this is done the estimates for the 
fiscal year 1958 can be reduced from $9,125 to $7,125 to compensate 
for the funds made available in this bill. 


JOINT COMMITTEE ON NAVAJO-HOPI INDIAN ADMINISTRATION 


The committee recommends that the following paragraph be added 
to the bill: 


Joint Committee on Navajo-Hopi Indian Administration 
For salaries and expenses of the Joint Committee on Navajo- 
Hopi Indian Administration, $5,000, to remain available 
during the existence of the committee. 
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REQUESTING THE PRESIDENT TO DESIGNATE THE 
THIRD FRIDAY OF MAY OF EACH YEAR AS NATIONAL 
DEFENSE TRANSPORTATION DAY 


Apri 16, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. J. Res. 22] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 22) to designate the third Friday of May of each 
year as National Defense Transportation Day, having considered 
the same, reports favorably thereon with amendments and recom- 
mends that the resolution, as amended, be agreed to. 


PURPOSE 


The purpose of the proposed resolution, as amended, is to authorize 
and request the President of the United States annually to issue a 
sroclamation designating the third Friday of May of each year as 
Sasenal Defense Transportation Day. 


AMENDMENTS 


1. On page 2, beginning on line 3, strike out all down to and in- 
cluding the words “United States,” on line 7, and insert in lieu thereof 
the following: 


That the President of the United States is authorized and 
requested annually to issue a proclamation designating the 
third Friday of May of each year as National Defense 


Transportation Day, and urging the people of the United 
States, 


to 


. Amend the title to read: 


A bill requesting the President to designate the third Friday 
of May of each year as National Defense Transportation 
Day. 
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STATEMENT 


A public hearing was held on this resolution by the standing Sub- 
committee on Federal C harters, Holidays, and Celebrations ‘of the 
Committee on the Judiciary on April 8, 1957. At that public hearing, 
representatives of the National Defense Transportation Association 
testified in favor of the proposed legislation. 

This resolution, by requesting the President of the United States 
to set aside a day each year to be known as National Defense Trans- 
portation Day, will provide an opportunity for the transportation 
industry of the country to emphasize transportation preparedness for 
national defense. The resolution further calls on the President to 
urge the people of the United States in all communities served by any 
of the various forms of transportation by land, by sea, and by air, to 
observe this day by appropriate ceremonies which will give full recog- 
nition to the importance to each and every community and the people 
thereof of our transportation system and the maintenance of its 
facilities in the most modern state of adequacy to serve our needs in 
times of peace and in national defense. 

The National Defense Transportation Association, which whole- 
heartedly supports this proposed legislation, is an organization formed 
to foster the promotion and development of the art of transportation, 
both civilian and military, and also the dissemination of transporta- 
tion knowledge dealing with military subjects. The basic theme of 
National Defense Transportation Day is the part played in our coun- 
try’s common defense by all phases and segments of the transportation 
industr vy. This theme focuses the attention of the public on military 
and civilian cooperation through the National Defense Transport ation 
Association, and thus, for the first time, the transportation industry 
of the United States will have an opportunity to observe a day of its 
own and emphasize transportation preparedness for national defense. 
The committee deems it significant to note that National Defense 
Transportation Day, which falls this year on Friday, May 17, comes 
within Armed Services Week, and a day observed as National Defense 
Transportation Day within Armed Services Week will serve to em- 
phasize the importance of our transportation system and its close 
relationship to the national defense. The observance of such a day 
has been endorsed by representatives of the Army, the Navy, and the 
Air Force. 

The National Defense Transportation Association, which will ac- 
tively participate in the observances of National Defense Transporta- 
tion Day, is an organization which has a common objective of making 
the transportation industry the most progressive, the most efficiently 
developed and organized, and ever ready to assit the military trans- 
portation system in times of emergency. The committee wishes to 
emphasize that the National Defense Transportation Association, in 
its support for the observance of a day such as herein contemplated, 
does not propose to use this day for any special privilege or purpose, 
but solely for the promotion of an understanding of what defense 
transportation means and what the transportation industry can do 
in time of war to assist our military forces. 
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The committee is of the opinion that this is a meritorious resolu- 
tion and that the designation of a day to be known as National Defense 
Transportation Day will serve to bring to the attention of our Nation 
the vital importance of transportation in any national emergency 
which might hereafter arise. Accordingly, the committee recom- 
mends favorable consideration of Senate Joint Resolution 22, as 


amended. 





